For  Reference 

Do  Not  Take 

From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

P*n»l  Cod*  of  California 
1915,  Section  623 
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he  current  transition  in 
ectronics  promises  a 
1,000-fold  increase  in  the 
jst  effectiveness  of 
omputing  in  the  next 
ecade  and  10  billion 
'ansistors  on  a  single 
iece  of  silicon. 

hese  developments  open 
pportunities  for 
ntrepreneurial  creativity 
nd  invention  unprece- 
dented in  the  entire 
istory  of  technology.  The 
ew  opportunities  tend  to 
Ivor  the  creative 
trengths  of  the  U.S. 
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Yet  the  total  capital 
cost  is  under  $100,000, 
or  one-thousandth 
the  cost  of  the 
state-of-the-art  wafer 
fabrication  plant  that 
previously  set  the  price  of 
entry  to  the  industry. 

Rather  than  trying  to 
keep  out  Japanese  chips  or 
raising  their  prices, 
American  entrepreneurs 
should  be  combining 
foreign  memories  and 
other  commodity  devices 
with  an  ever  rising  tide  of 
domestic  designs. 
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TheRrst  GrandHotdWthi 
BothFeet  lnTTie20thCerituri 


Anyone  who  attends 
an  out-of-town  business 
meeting  does  so  for  the  dis- 
tinct purpose  of  being 
highly  productive,  not  hope- 
lessly frustrated. 

Which  is  why  it's  a 
hotels  responsibility  to  do 
whatever  possible  to  ease 
the  burdens  and  anxieties  of 
travel- to  allow  you  to  focus 
on  the  business  at  hand. 

And  at  Four  Seasons, 
that's  exactly  what  we  do. 
We're  a  group  of  22  grand 
hotels  in  North  Americas 
most  important  cities,  sen- 
sitive to  todays  changing 
needs  and  1  "':■  tyles— on  the 
belief  that  a  £;•■••  ■-■.'  hotel 
should  adapt  .  quests. 

Not  the  ot^--  ound. 

We  reaii^.        t  it's  dif- 

©  1987  Four  Seasons  Hon  i 


ficult  to  be  at  your  best 
when  your  clothes  are  wrin- 
kled from  a  long  flight.  So 
we  can  help  you  with  such 
services  as  pressing  your 
clothes  or  shining  your  shoes 
in  an  hour. 

We  also  realize  that 
many  people  prefer  to  travel 
with  only  carry-on  luggage. 
So  our  rooms  are  furnished 
with  bathrobes,  hair  dryers 
and  other  essentials  you 
might  not  be  able  to  fit  into 
a  single  overnight  bag. 

We  realize  that  people 
don't  want  to  interrupt 
their  healthy  lifestyles  when 
they're  on  the  road.  So  we 
provide  workout  gear  and 
jogging  maps  in  all  our  ho- 
tels, and  state-of-the-art 
health  clubs  in  most  of  them. 


We  realize,  in  short, 
that  every  time  you  depart 
from  home,  you're  also 
departing  from  your  normal 
routine.  And  our  job  is 
to  do  everything  we  can  to 
keep  that  departure  from 
turning  into  a  disruption. 

So  unlike  those  hotels 
that  seem  to  be  overly  pre- 
occupied with  recreating 
the  atmosphere  of  bygone 
centuries,  Four  Seasons  is 
preoccupied  with  the  needs 
and  demands  of  present- 
day  travellers. 

We  assume,  after  all, 
that  your  idea  of  a  success- 
ful business  trip  doesn't 
include  travelling  back- 
wards in  time. 


UNITED  STATES 
Austin 
Boston 

Chicago  (1989) 
Chicago  The  Ritz- 
Dallas  Las  Colina 
Houston  Center 
Houston  Inn  on  th 
Los  Angeles 
Maui  (1989) 
MrwVor*  ThePk 
Newport  Beach 
Philadelphia 
San  Antonio 
San  Francisco 
Santa  Barbara 
Seattle 
Washington.  DC. 

CANADA 

Edmonton 

Mmahi  MinakiL 

Montreal 

Ottawa 

Toronto  Yorkvilk 

Toronto  Inn  on  tht 

Vancouver 

UNITED 
KINGDOM 
London  Inn  on  Ik 

For  reservations,  i 
in  the  US  (800)  5 
in  Canada  (800)  * 
or  call  your  travel 
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[¥  rHEN  you  first  handle  a  Patek  Philippe,  you  become 
wY  aware  that  this  is  a  watch  of  rare  perfection. 
s/e  know  the  feeling  well.  We  experience  a  sense  of 
>ride  every  time  a  Patek  Philippe  leaves  the  hands  of 
»ur  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
lifetime. 

vfe  made  this  watch  for 
ou  —  to  be  part  of  your 
fe  —  because  this  is  the 
ray  we've  always  made 
matches. 

vnd  if  we  may  draw  a  con~ 
lusion  from  five  genera- 
ons  of  experience,  it  will 
e  this:  a  Patek  Philippe 
oesn't  just  tell  you  the 
me,  it  tells  you  something 
bout  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1988. 

please  send  $  3  -  or  for  a  brochure  of  current  styles  write  to: 

Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  F.  New  York,  NY  10020. 
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AT  SAAB,  WE  GO  A  STEP  FURTH 


On  the  left:  one  of  the  Barber- Saab  Pro  Series  drivers  bringing  home  the  bacon  with  his 
charged,  Ui -valve,  twin-overhead  cam,  fuel-injected,  two-liter,  high-performance  Saab  engine. 

he  right:  one  of  the  thousands  of  Saab  9000  Turbo  owners  bringing  home  the  grocerie: 
the  very  sa  \e  engine. 

did  we  give  such  a  refinedly  appointed  passenger  car  such  a  brutish  engine? 
for  one  thing,  at  Saab  we've  always  thought  of  speed  as  an  "active  safety"  feature. 
( ni're  getting  on  a  parkway,  for  example,  the  faster  you  can  accelerate,  the  safer  yc 
The  Saab  uibo  can  get  you  fiom  0  to  60  in  an  astoundingly  secure  7.6  seconds. 

.aigr  is  another  instance  when  you  want  to  move  as  quickly  and  surely  as  possible. 

The  sporty  ye!  efegi  >  ncs  ranges  from  $23,337  (or  the  9000S  in  $28,141  for  the  WOOO  Turbo  Mfg's.  sugg.  retail  prices  not  including  taxes,  license,  freight,  dealer  charges  or  options 
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COVER  STORY 

88    You  Ain't  Seen  Nothing  Yet 

By  George  Gilder 

Hearken  to  the  startling  message  of 
Carver  Mead,  professor  of  computer 
science  at  the  California  Institute  of 
Technology.  We  are,  this  great  scien- 
tist says,  on  the  verge  of  a  burst  of 
productivity  ideally  suited  to  Ameri- 
can ingenuity  and  destined  to  trans- 
form the  world. 

COMPANIES 

34    Westinghouse  Electric 

By  Janet  Novack 

Believe  it  or  not,  Westinghouse  is  an 

$ll-billion-a-year   company.    Quick: 

What  does  it  do  for  a  living? 

36    Compact  Video 

By  Allan  Sloan 

Ronald  Perelman  has  made  an  enor- 
mous fortune  for  himself  and  for  pub- 
he  shareholders.  But  then  there's 
Compact  Video. 

39    Canton  Industrial 

By  Steve  Weiner  andjanis  Bultman 
The  effort  to  save  the  company  was 
such  an  inspirational  human  interest 
story  that  a  lot  of  the  media  bought  it. 
Trouble  is,  it  wasn't  true. 


56    The  Up  &  Comers: 

San  Francisco  Grocery  Express 

By  Fleming  Meeks 

Mary  Garvey  wagered  over  a  million 
bucks  on  the  proposition  that  busy 
people  will  pay  premium  prices  for 
groceries  in  return  for  saving  time. 

62    The  Up  &  Comers: 
The  Pittsburgh  Pirates 

By  Allan  Dodds  Frank 
Baseball  owners  usually  break  their 
hearts  trying  to  buy  a  pennant.  The 
owners  of  the  Pittsburgh  Pirates  are 
going  at  it  another  way — assembling 
the  low-cost  producer. 

79    Abitibi-Price 

By  Ralph  King  Jr. 

Doing  business  in  Canada  is  no 
breeze.  Consider  Abitibi-Price's  in- 
ability to  capitalize  on  the  boom  in 
newsprint. 

87    Standard  Commercial 

Br  Fdward  F.  Cone 

Probably  more  money  has  been  lost 

than  made  in  div:..-sification  by  big 

companies.  Here's  a  little  company 

that  could  teach  them  all  a  lesson  in 

how  to  do  it  right. 

104  Amax 

By  James  Cook 

From  Amax'  rosy  glow  these  days, 

you  would  never  know  the  company 

was  at  death's  door  a  few  years  back. 


INDUSTRIES 


80    Air  Freight 

By  Edwin  A  Finn  Jr. 

Today,  a  lot  more  than  computers  and 
blue  jeans  are  going  to  market  in  jets. 
But  where  are  the  profits? 


INTERNATIONAL 


38    Rajiv's  Mounting  Woes 

By  Pranay  Gupte 

India,  for  all  its  troubles,  has  been  a 
modest  borrower  and  has  kept  infla- 
tion under  relative  restraint.  Is  it  now 
about  to  go  the  way  of  Latin  Ameri- 
ca— and  for  similar  reasons? 

49    A  Tulip  Wilts  In  Stockholm 

By  Peter  Fuhrman 

Thousands  of  Swedish  investors  wish 
that  they  had  never  heard  of  Cornell 
University  professor  Thomas  Gold 
and  his  theories  about  oil  and  gas. 


PROFILES 


94    Attorney  Arthur  Mathews 
"II  You  Don't  Ask,  You 
Don't  Get" 

By  Richard  L.  Stern 

About  to  be  indicted  for  stock  fraud? 
Is  the  Securities  &.  Exchange  Com- 
mission after  you?  Art  Mathews  at 
your  service. 

mVESTDIG 

138  The  Money  Men: 

Don't  Stay  With  The  Crowd 

By  Matthew  Scbifrin 

Deltec  got  into  Latin  American  debt 
early  and  got  out  early.  If  it  gets  back 
into  foreign  lending,  says  founder 
Clarence  Dauphinot  Jr.,  it  will  proba- 
bly be  when  everyone  else  is  trying  to 
get  out. 
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WE  PUT  IN  THE  ACTUAL  ENGINE 


rhe  Saabs  turbocharger  allows  you  to  do  it  with  confidence. 

But  safety  isn't  the  only  reason  why  we  at  Saab  feel  a  passenger  car  should  have  a  spirited 
mgine  (though  to  some  it's  reason  enough).  We  also  believe  a  car  should  be  fun  to  drive.  Correction:  a  joy 
:o  drive. 

We  have  a  history  of  rallying  production-line  cars  that  dates  back  to  Saab's  birth  in  1949.  More- 
)ver,  many  of  oui  eers  used  to  drive  in  rallies.  And  they  continue  to  drive  on  our 

est  tracks. 

So,  you  se<    at  Saab,  building  cars  isn't  something  we  do  just  for  a 

i ving.  It's  more  Oi  of  life .  The  most  intelligent  cars  ever  built 


bject  to  change.  C  Copyright  1988  by  Saab  Suiua  nl  .\nienca.  Inc. 
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139  The  Funds: 

High  Road  Oi  Low  Road? 

3y  Ruth  Simon 

Do  high-yield  muni  funds  outperform 
safer  muni  funds?  Not  with  any  con- 
sistency. You  may  be  taking  consider- 
ibly  more  risk  for  only  slightly  better 
eturn. 

143  Statistical  Spotlight: 
Green  Chips 

3y  Kathleen  Healy 

rVith  institutions  chasing  the  S&P 
500  and  speculators  the  small  o-t-c 
stocks,  maybe  the  best  place  to  be  is 
n  the  middle. 

154  Streetwalker 

Mien  Group;  U.S.  Shoe;  West  Co.; 

<Vatts  Industries;   United  Insurance 

los. 

CAXHIG  MATTERS 

'1    The  Gang  That  Couldn't 
Shoot  Straight 

3y  Laura  Saunders 

Thrifts  are  not  only  broke,  but  they 
rnngled  a  tax  writeoff  and  the  IRS  is 
;oming  after  them  for  money  that 
hey  don't  have. 

Ml  THE  DOCKET 

'4    Justice  Delayed 

ty  Deirdre  Fanning 

Irhe  average  civil  case  in  Los  Angeles 
Dounty  takes  five  years  to  get  to  trial, 
[he  county  bar  association  is  so  an- 
gered that — what  else? — it's  suing. 


NUMBERS  GAME 


78    High  Dudgeon  In  The 
Ivory  Tower 

By  Penelope  Wang 

Aren't  depreciation  charges  on  fixed 
assets  at  the  core  of  responsible  ac- 
counting? Not  according  to  many  col- 
lege administrators. 

SCIENCE  &  TECHNOLOGY 

106  "We  Sell  Everything" 

By  Gary  Slutsker 

What  happens  when  a  high-tech  engi- 
neering company  is  taken  over  by 
traveling  salesmen?  In  the  case  of 
Memorex,  a  higher  operating  margin. 

107  Bailiff,  Beam  Up  The  Defendant 

By  Gale  Eisenstodt  and  Gary  Eisler 
How  to  cut  the  cost  of  keeping  crimi- 
nals in  the  pokey?  One  way  would  be 
to  ease  prisons  into  the  20th  century. 

MARKETING 

112  Sob  For  The  Sisters 

By  Eric  Schmuckler 

Women's  service  magazines  are  in  an 

extraordinarily  nasty  fight. 

PERSONAL  AFFAIRS 

116  Nagonomics  I 

By  Stanley  W.  Angrist 
What  do  you  get  when  you  send  a  pair 
of  economics  professors  to  the  race- 
track? Right — an  expensive  book  and 
yet  another  system  for  beating  the 
ponies.  Sort  of.  Also:  Getting  top  dol- 
lar when  you  sell  your  business;  Loose 
Ends;  Sotheby's  Art  Market  Trends. 


139  Gauging  tax-exempt  risks 


CAREERS 

124  The  Newlyweds'  Game 

By  Fleming  Meeks 

In  the  course  of  losing  her  job,  Lynne 
Lumsden  found  a  husband  and  bought 
a  company.  That  was  the  easy  part. 
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Ed  Finn 


Out  of  turmoil,  progress 

"You  ain't  seen  nothing  yet,"  starting  on  page  88,  is  one  of  the 
more  hopeful  pieces  I've  seen  in  some  time.  Hopeful  because  it 
suggests  that  the  economic  turmoil  of  our  times  does  not  mark 
the  end  of  U.S.  industrial  leadership  but  the  ushering  in  of  a  new, 
phase  in  that  leadership.  It's  about  the  work  of  Caltech  scientist 
Carver  Mead.  It  was  authored  for  us  by  George  Gilder,  the 
prophet  of  innovation  who  wrote  that  influential  book,  Wealth  & 
Poverty,  a  few  years  back.  (Gilder's  newest  book,  Microcosm — or 
computers  and  semiconductors — will  be  out  this  fall.)  Aftei 
reading  the  article,  you  will  probably  come  away  as  I  did  with  ar. 
expanded  view  of  this  country's  economic  future. 

Round  the  world  with  Ed  Finn 

Forbes'  Ed  Finn  didn't  chal- 
lenge Gulf  stream's  Allen 
Paulson's  recent  36-hour 
round-the-world  aircraft 
speed  record,  but  Finn  did 
circle  the  globe  in  pretty 
good  time,  riding  cargo  jets 
all  the  way.  Reports  Finn: 
"Even  with  a  three-day  lay- 
over in  Hong  Kong  to  wait 
for  the  Swissair  'combi' 
freighter,  I  made  it  in  seven 
days.  That's  a  day  less  than 
it  took  me  to  drive  Interstate  75  last  summer,  from  Sault  Sainti 
Marie,  Mich,  to  Miami.  Half  the  time  it  took  me  to  hitchhiki;] 
cross-country  ten  years  ago." 

Finn  wasn't  traveling  for  fun.  It  was  part  of  his  research  for  hi 
report  on  air  freight,  "21st-century  truckers,"  starting  on  pagi 
80.  Says  Finn:  "If  the  Japanese  have  taught  us  anything,  it's  th 
money  value  of  time;  and  that's  not  just  a  lawyer's  time, 
banker's  time  or  a  longshoreman's  time.  It's  the  time  auto  part^ 
spend  sitting  in  the  hold  of  an  ocean  freighter.  I'm  convince* 
that  the  night  skies  will  someday  be  nearly  as  crowded  with  je 
freighters  as  U.S.  80  is  with  trailer  trucks."  Finn  points  out  tha 
air  cargo  is  no  longer  limited  to  high-value,  lightweight  prod 
ucts.  The  Cadillac  Allante  glistening  in  the  dealer's  showroon 
was  air-shipped  to  Detroit  from  Turin,  56  cars  to  a  747.  Bu 
profits?  They  have  been  as  elusive  for  air  freight  operators  a 
Saint  Elmo's  fire,  Finn  writes. 


Sorry,  Senator 

Our  cover  story  of  Jan.  25  described  show  business'  growing  rol 
in  U.S.  politics  and,  specifically,  the  part  left-leaning  Holly 
woodites  played  in  defeating  Judge  Bork's  nomination  to  th 
Supreme  Court.  The  article  mentioned  Pennsylvania  Republi 
can  Senator  Arlen  Specter's  vote  against  Bork  and  attributed  i 
in  good  part  to  a  flood  of  anti-Bork  letters  stimulated  by  glitz 
Hollywood  propaganda.  Senator  Specter's  office  challenges  tha 
statement.  The  actual  count  of  letters,  it  says,  was  45,00 
opposed  to  Bork,  104,000  in  favor.  So,  whatever  the  reasons  fc 
Specter's  vote,  more  was  involved  than  just  counting  mai 
Sorry,  Senator.  We  got  our  numbers  crossed. 


d/- 


^L^A 


Editor 
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•>omis  &  Brunswick,  Inc. 


3AY1 


Loomis  &  Brunswick 
make  the  finals,  and  face 
the  most  important 
presentation  of  their 
careers. 


THE  BIG 

PITCH. 

DAY  2 


DAY  3 


UrsGo 
BAcKib 


C°vPuTeRLANo" 


i  Recognizing  their 
limitations,  they 
make  a  shrewd 
decision. 


i  Armed  with  tools 
and  training  from 
ComputerLand,  Fred 
prepares  the  text  for 
an  impressive 
VV  /,r-sr-»,->  handout. 

LooK£VtMBElTER 


3AY4 


THE 
ELEVENTH 


D-DAY 


Max  designs 
graphics  to  support  HOU R 

the  text.  bhhhhh  They  create 

overheads,  revise 


uvuiitau^itvi^  "\/rrDTV 

the  company  brochure      Vyp-  y^  I 


i  Loomis  & 
Brunswick  are 
awarded  the  business 
on  the  spot. 


r 


and  rehearse. 


FXED.TH44<S 
To  MY  INCR£0i8LE 

Pit  c^Ris/; 


—  AND 

ComputerLand/ 


t  88  ComputerLand  Corporation 


ComputerLand 

The  one  thing  to  know  about  computers. 


Follow-Through 


Less  is 
less 

Sept.  7,  1987 


To  hear  Chief  Executive  Bernard 
Brennan  tell  it,  Montgomery  Ward 
will  be  in  clover  when  he  and  other 
officers,  backed  by  General  Electric 
Capital  Corp.  and  Kidder,  Peabody, 
buy  the  $4.6  billion  (revenues)  retailer 
from  Mobil  in  May.  Despite  the  $3.8 
billion  price  tag  ($1.5  billion  in  cash 
and  assumption  of  $2.3  billion  in 
debt),  Brennan  claims  Ward  will  bol- 
ster its  long-term  chances  of  survival. 

Don't  bet  on  it.  Brennan's  plan  faces 
the  same  pitfalls  Forbes  foresaw 
when  we  analyzed  Mobil's  options  for 
Ward  last  fall.  To  finance  the  deal, 
Brennan  will  sell  Ward's  credit  card 
operation,  which  nets  about  $40  mil- 
lion a  year,  to  GECC  for  $1  billion 
plus  $1.8  billion  in  existing  debt. 
Thus,  Ward's  borrowing  capacity  may 
be  weakened.  But  Brennan's  group 
must  raise  $1  billion  to  close  the  deal. 

Who  benefits?  Mobil  will  walk 
away  with  $1.5  billion  in  cash  for  a 
business  that  cost  it  $2  billion  during 
the  last  12  years.  GECC  will  get 
Ward's  credit  card  business,  which 
has  $2.7  billion  in  receivables.  Once 
that's  combined  with  GECC's  exist- 
ing credit-customer  base,  income  at 
the  credit  card  unit  should  rise. 

Less  sanguine  is  the  outlook  for 
Ward's  retail  operation.  Recent  same- 
store  sales  have  been  4.9%  below  last 
year's  figures,  worse  than  the  industry 
average.  But  servicing  the  buyout 
debt,  remember,  could  cost  more  than 
$90  million  a  year — about  two-thirds 
of  Ward's  total  1987  profits. 

Rating  agencies  are  reviewing  the 
deal — and  Ward's  already  low  ratings. 
(Moody's  gives  its  public  debt  a  Baa2 
rating  and  Standard  &  Poor's  ranks  it 
triple  B  minus.)  Brennan,  neverthe- 
less, says  he  can  buy  the  company, 
sell  an  in  tant  profit  center  and 
spend  $150  million  a  year  to  expand. 

You  on''  i  .lit  Brennan  for  trying 
to  go  one  up  on  big  brother  Ed,  who  as 
chainn.  al  Sears,  Roebuck  is 

still  a  hi  d,  not  an  owner.  But 

there's  ad  ce  between  ambition 

and  hub;  les  Siler 


Expensive 
mistakes 

Apr.  13,  1981 


If  we  had  to  choose  between  street 
smarts  and  sophistication,  I'd 
choose  the  former,  but  we  finally  have 
both,"  John  Koss  said  six  years  ago  of 
Koss  Corp.,  which  was  then  selling 
$23  million  a  year  worth  of  stereo 
headphones.  Koss  had  nearly  lost  his 
firm  twice  already.  But  with  Koss' 
return  on  equity  at  21%,  Forbes  con- 
cluded that  it  was  out  of  the  woods. 

Not  so.  Soon  afterwards,  Koss  Corp. 
nearly  came  to  ruin  a  third  time.  Hav- 
ing dumped  two  unrelated  businesses 
and  fired  an  inexperienced  manager, 
John  Koss  then  expanded  into  porta- 
ble stereo  radios  and  tape  players, 
only  to  find  that  a  key  Far  Eastern 
supplier  was  also  a  competitor,  deliv- 
ering its  own  tape  players  at  the  same 
time  and  beating  Koss  on  price.  In 
December  1984  Koss  owed  banks  and 
suppliers  $13.7  million  and  filed  for 
Chapter  11. 

Koss  paid  66%  of  its  debts  and  re- 
emerged  a  going  concern  a  year  later. 
Focused  firmly  on  headphones,  Koss 
now  has  sales  of  $25.5  million  and 
return  on  equity  of  more  than  50% . 

But  what  a  long  road  back  it  has 
been. — Alyssa  A.  Lappen 


Pyramid 
play 

June  2,  1986 


Harland  Stonecipher,  the  son  of  a 
sharecropper,  was  worth  $25 
million  two  years  ago  when  his  Pre- 
paid Legal  Services,  Inc.  was  trading 
at  16  per  share  (100  times  1985  earn- 
ings). Although  the  firm's  sales  were 
$20  million  a  year,  Forbes  doubted, 
among  other  things,  the  staying  pow- 
er of  its  pyramid-style  sales  methods. 
With  71%  of  premiums  doled  out  in 
commissions,  we  pointed  out  that  in 
1985  Pre-Paid's  cash  flow  was  already 


$7.5  million  in  the  red. 

The  market  took  notice.  By  June! 
1987  Pre-Paid's  stock  had  fallen  to] 
4'/4.  It  recently  traded  at  3%. 

To  raise  cash,  Stonecipher  last  year 
took  a  50%  cut  in  salary,  to  $70,000. 
Already  strapped  by  high  bank  debt, 
he  raised  $5  million  more  in  June 
from  ICH  Corp.,  a  Louisville,  Ky.  fi- 
nance and  insurance  firm,  and  raised 
premiums  in  some  states.  Finally,  in 
October,  Pre-Paid  adjusted  fees  to  at- 
torneys who  accept  cases  referred  tc 
them,  drastically  lowering  them  in 
major  cities.  Yet  some  attorneys 
claim  that  Pre-Paid  is  months  late  in 
paying  and  owes  them  thousands  oi 
dollars.  Others  now  simply  refuse  tc 
accept  its  clients. 

Not  surprisingly,  Pre-Paid's  cash 
flow  crept  above  zero,  to  an  estimatec 
$1  million  last  year,  and  Pre-Paic 
earned  only  $955,000,  down  58% 
from  1986.  New  legal  insurance  con 
tract  sales  fell  52%,  as  Pre-Paid  hac 
trouble  finding  new  salesmen.  Stonel 
cipher,  now  49,  has  a  long  row  tdj 
hoe. — Patrice  Duggan 


Lawyers 


the  market 

Jan.  16,  1984 


The  number  of  lawyers  in  the  U.S 
had  risen  from  355,000  in  1970  t< 
622,000  in  1984,  and  it  looked  t( 
Forbes  that  there  would  be  more  thai 
1  million  in  the  marketplace  by  th< 
mid-1990s.  In  the  decade  after  thi 
U.S.  Supreme  Court  ruled  that  stat< 
bar  associations  could  no  longer  set 
minimum  fees,  lawyers  began  havinjl 
a  hard  time  finding  jobs.  Thus,  wi 
concluded  that  although  not  man] 
lawyers  were  driving  taxicabs,  i| 
could  happen  soon. 

Some  715,000  attorneys  are  now 
practice,  and  still  they  come.  The  pc 
of  applicants  to  law  schools  dipped  fc 
a  time — down  16%  from  71,753 
1982-83  to  60,338  in  1984-85— but  it'| 
on  the  rise  again.  The  Law  Schoc 
Admission  Council  this  year  expectl 
the  total  to  rise  16%,  to  a  peak  for  xh\ 
decade  of  75,000. 

Why  the  rise?  Some  observers  tl 
the  stock  market  crash  in  Octobel 
prompted  some  prospective  M.B.A. 
to  switch  course.  If  so,  they  may  be  ; 
for  a  big  surprise.  "The  job  search  l 
not  easy,"  warns  one  legal  placemen  I 
specialist. — A.A.L. 
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3reakfast  at  Hyatt  or  Marriott  comes  "with 
>omething  ours  never  will.  A  bill. 


You'll  find  so  much  more  at 
an  Embassy  Suites®  hotel,  that 
you  won't  ever  want  to  return 
to  an  ordinary  hotel.  Fortune 
Magazine  has  named  us  #1  in 
service  over  all  the  competi- 
tion. And  when  you  try  us 
yourself,  you'll  see  why.  For 
the  price  of  a  single  room  at  a 
Hyatt,  Marriott  or  Sheraton, 
you  always  get: 

A  spacious  two-room  suite 

complete  with  luxurious 
living  room  with  work  area 
and  a  private  bedroom. 

Wet  bar  with  refrigerator. 

Two  telephones  and  two  TVs. 

Free  cooked-to-order 

breakfast  served  every 
morning  in  our  beautiful 
atrium. 

Free  cocktails+  for  two  hours 
every  evening. 

And  you  get  it  all  at  over  80 
locations  nationwide. 


EMBASSY 

CUITEQ 

^  HOTELSM 

1-800-EMBASSY 

You  don't  have  to  be  a  fat  cat 
to  enjoy  The  Suite  Life.sm 


JTM  PAV?6 


Ask  about  our  special 
weekend  rates. 

+  Subject  to  slate  and  I«k  al  laws 
GARFIELD:  C  1978  United  Feature  Syndicate,  Inc. 
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Imagine  a  single  disk,  the  size  of  a  long-playing  record, 
that  can  hold  100,000  pages  of  information.  An  optical  disk 
from  Kodak.  With  keyboard  input,  the  capacity  is  over 
2  million  pages.  It  would  take  6,000  floppy  disks  to  match  it. 
The  highest-performance  highest-capacity  archival 
optical  disk  in  the  world. 

Anotlier,  smaller,  erasable  optical  disk  from  Kodak 
is  designed  for  use  in  personal  computers.  An  ordinary  floppy 
disk  holds  one  megabyte.  Ours  holds  over  50  megabytes. 
Per  side.  No  surprise,  the  lens  that  writes,  reads  and 
rereads  it  is  made  by  Kodak. 

Datatape,  Incorporated,  a  Kodak  subsidiary,  has 
magnetic  recording  devices  that  can  put  as  much  information 
on  a  single  reel  of  magnetic  tape  as  would  be  in  a  stack  of 
paper  higher  than  20  Empire  State  Buildings. 

Just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


%  Edslman  Kodak  Company,  (987 
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Doughboy's 
dirty  tricks 

We've  heard  of  keeping  an  eye  on  the 
competition,  but  Pillsbury  has  carried 
the  slogan  to  extremes.  For  the  past 
five  months,  General  Mills  has  been 
testing  a  new  food  service  in  its  home- 
town of  Minneapolis.  It's  called  the 
Order  Inn,  and  for  a  fee,  the  company 
will  deliver  refrigerated,  restaurant- 
style  dinners  to  customers  to  heat  up 
at  home.  In  February  an  Order  Inn 
driver  suspected  she  was  being  fol- 
lowed on  her  appointed  rounds.  After 
being  tailed  all  night,  the  driver  had 
the  police  called  in.  Turns  out  the  tail 
was  a  private  investigator  from  Blood- 
hound Investigations  hired  by  Pills- 
bury  to  gather  intelligence  on  the  Or- 
der Inn. 

The  day  after  the  P.I.  was  picked  up, 
then-chairman  )ohn  M.  Stafford  of 
Pillsbury  reportedly  called  General 
Mills'  chief,  H.  Brewster  Atwater  Jr., 
to  apologize  and  to  promise  that  the 
spying  would  cease  and  desist. 
Atwater  lectured  Stafford  on  how  to 
conduct  business  in  a  gentlemanly 
fashion.  later,  Stafford  was  ousted 
from  Pillsbury.  His  resignation  had 
nothing  to  do  with  the  Order  Inn  ca- 
per Successor  William  H.  Spoor  ion 
firmed  and  d<  plored  the  incident,  add- 
ing, "The  employee  who  authorized  it 
is  in  the  doghouse." 

Trouble  at  BT? 

Banker  i  rust  reported  terrific  fourth- 

quai;  5   in    1987— propelled 

mostly  ordinary  foreign  cur- 

renc\   "  ns.  But  word  is  that 

the  bani  uncovering  very  bad 

news   in    cui  v   option    positions 

taken  by  Kreiger.  the  bank's 

former  top  K  1  igei   quit  in  a 


huff  in  late  February,  steamed  about 
the  size  of  his  bonus.  He  supposedly 
wanted  more  than  the  $2-million- 
plus  he  got  in  compensation  for  1987, 
since  he  felt  responsible  for  the  bank's 
earnings  spike. 

But  the  rumor  going  around  is  that 
BT's  heavy  trading  in  complex  curren- 
cy options  may  come  back  to  haunt  it. 
How  high  could  the  hit  go?  Maybe  as 
much  as  SI 00  million  when  all  posi- 
tions are  covered  and  accounted  for.  A 
spokesman  for  Bankers  Trust  denies 
the  rumor,  and  Kreiger  could  not  be 
reached. 

Killer  bimbos  battle 
the  U.S.  trade  deficit 

Scoop  from  February's  American  Film 
Market  confab  in  Los  Angeles  says 
that  the  U.S.  share  of  the  worldwide 
movie  market  is  getting  hotter  all  the 
time.  The  97  members  of  the  AFM's 
sponsoring  group,  which  range  from 
high-  to  exceedingly  low-brow  distrib- 
utors, did  $638  million  in  foreign 
sales  in  1986  (the  most  recent  figures 
available).  But  insiders  estimate  sales 
in  1987  may  have  topped  the  billion- 
dollar  mark  for  the  first  time. 

Buyers  from  55  countries  flooded 
the  AFM.  The  largest  crowd  came 
from,  no  surprise,  Japan.  In  most  big 
movie  markets — such  as  Europe,  Asia 


-Assaatib- 


. .  .—  nton*  «in  nor 
■■■■    ■kieoi*^.—    i  .  w»Lm 

.  ...«mi 


and  Australia — American  flicks  cap- 
ture more  than  a  50%  share,  in  some 
cases  80% .  Of  course,  all  these  movie 
sales  do  help  our  trade  deficit.  So  what 
if  deficit-reduction  comes  from  such 
grade-B  numbers  as  Hellhound:  Hell- 
raiser  II,  Piran/ja  Women  and  Assault  of 
the  Killer  Bimbos7. 

Trip-up  at  Trips  magazine 

Just  as  its  inaugural  issue  hits  the 
stands,  it  looks  as  if  Banana  Repub- 
lic's Trips  magazine  may  sail  into  the 
sunset.  It  could  be  just  too  expensive 
for  the  Gap,  which  owns  the  Banana 


\//  /  mpire  Pictures  production 

The.  Bimbo  Trio  hits  it  big  abroad. 


Republic  travel-clothier.  The  Gap  has 
fewer  bucks  to  throw  around  now 
than  when  the  magazine  was  con- 
ceived— slumping  Gap  profits  have 
caused  the  chain  to  cut  Banana  Re- 
public's expansion  plans. 

The  quarterly,  billed  as  "the  maga- 
zine of  authentic  travel,"  spared  no 
expense  in  hiring  top  talent,  including 
ex-Newsweek  art  director  Roger  Black. 
Asked  whether  ad  revenues  and  sub- 
scriptions have  been  disappointing,  a 
Banana  Republic  staffer  replies,  "Our 
original  expectations  changed  a  num- 
ber of  times."  Though  a  second  issue 
will  most  likely  be  published,  Editor 
Carolyn  White  and  others  have  de- 
parted. If  Trips  folds,  it  will  be  a  set- 
back for  Editor-in-Chief  Mel  Zieglcr, 
but  the  former  newspaper  reporter 
can  console  himself  with  the  millions 
he  and  his  wife,  Patricia,  got  when 
they  sold  Banana  Republic  to  the  Gap. 

Wall  Street  slims  down 

There's   a   new   lean   breed  on  Wall 
Street   that  has  nothing  to  do  with  > 
postcrash  cutbacks.  It's  the  work  of  ai 
Manhattan  surgeon  who  has  opened 
the  first  plastic  surgery  practice  in  the 
Wall  Street  area.  William  Keavy  has! 


12 
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found  cosmetic  surgery  to  be  very 
popular  among  Wall  Streeters — both 
male  and  female.  The  most  popular 
procedure?  "Fat  suction.  Everybody 
loves  that  fat  suction,"  Keavy  says. 
Must  be  nervous  eating.  Or  are  there 
still  lots  of  fat  cats  on  The  Street? 

Better  to  keep  quiet? 

The  Messrs.  Takeover — Henry  Kravis 
and  George  Roberts  of  Kohlberg  Kra- 
vis Roberts  &  Co. — took  to  the  mails 
recently  to  calm  clients  worried  about 
news  reports  of  KKR's  links  to  famous 
securities  firm  felons  and  not-yet-in- 
dicted big  shots.  In  a  letter  to  inves- 
tors, Kravis  and  Roberts  assure  their 
clients  that  even  though  KKR's  name 
;  has  appeared  in  news  stories  about 
i  criminal      investigations,      "neither 
KKR  nor  any  individual  at  KKR  is 
!  under   any   criminal   investigation." 
The  letter  goes  on:  "As  the  investiga- 
l  tions  proceed,  you  will  undoubtedly 
[see   the    name    of    KKR    mentioned 
again."  Why?    Because  media  folks 
just  don't  have  good  enough  manners 
to  respect  KKR's  glorious  image.  "Al- 
though this  distresses  us,  human  na- 
ture and  the  First  Amendment  being 
what  they  are,  we  cannot  prevent  it." 

Why  directors  need 
liability  insurance 

SEC  filings  show  that  Roper  Corp.'s 
board  caved  in  to  a  "bear  hug" — a 
threat  to  make  a  hostile  tender  offer  if 
Roper  didn't  agree  to  be  bought — 
when  it  agreed  to  sell  the  company  to 
Whirlpool  Corp.  for  $37.50  a  share. 

The  filings  also  indicate  that  the 
directors  didn't  try  to  get  bids  from 
any  other  suitors — a  rather  unusual 
interpretation  of  the  fiduciary  duties 
the  board  owed  Roper's  shareholders. 

Enter  General  Electric,  which  had 
offered  privately  to  buy  Roper  in  No- 
vember but  walked  away  when  Roper 
declined.  Jilted  GE  promptly  coun- 
tered Whirlpool's  $37.50  with  a  $45-a- 
share  tender  offer,  showing  dramati- 
cally that  Roper's  board  had  left  lots 
of  money  on  the  table. 

Why  were  Roper's  directors  so  eager 
to  take  Whirlpool's  money?  Could  it 
have  anything  to  do  with  the  little- 
noted  fact  that  Whirlpool  agreed  to 
pay  ten  years' of  fees — $150,000 — to 
each  of  Roper's  outside  directors, 
even  though  they  would  be  off  the 
board  once  the  deal  was  done? 

GE  has  agreed  to  match  those  gold- 
en parachutes,  but  the  directors  may 
have  to  shell  out  part  of  their  para- 
chutes for  legal  fees.  We  find  it  hard  to 
believe  the  directors  were  that  venal, 
but — with  all  the  litigious  lawyers 
around — they  may  have  to  prove  their 
virtue  in  court.— Allan  Sloan 
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WHAT 

A  Foursome: 
Jack  Njcklaus, 
Cliff  Dkysdale, 
Pete  Dye  And 
Landfall 

This  unbeatable  team  is  working  wonders  along  the  Intracoastal 


Waterway.  Pete  Dye  has  finished  his  latest  legend.  J^  Jack  Nicklaus  has 


just  started  his  next  masterpiece  and  Cliff  Drysdale  is  constructing  his  new 

.  I  tennis/swim  center.  Landfall  is  also  creating  a 
superb  gatehouse  community,  u  i  jj  Sites,  custom  homes 


and  villas  border  the  rolling  woods,  lakes,  fairways  and 


Waterway.  ¥  I  Historic  Wilmington,  along  with  the 


nearby  beaches  and  boating  encourage  recreational  variety. 

1990  Eastwood  Rd.,  Wilmington,  NC  28403 
800-227-8208,  800-634- 785 7(in NC),91 9-256-61 11 


Wilmington 
North  Carolina 
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Obtain  the  Property  ftepoii  required  by  lederal  law  and  read  it  before  signing  anything  No  federal  agency  has  fudged  th 
merit:  or  vuluvlfeny,  ot  this properly   A  statement  and  ottering  statement  have  been  tiled  with  the  Secretary  of  State  ol 
the  stale  ot  Nevyl'r'ork.  llw  tying  does  not  constitute  approval  ot  the  sale  or  lease  or  oiler  tor  sale  or  lease  by  the 
Secretary  ot  Stile  or  thai  th'f  Secretary  ol  State  has  In  any  way  passed  upon  the  merits  ol  such  ottering  A  copy  ot  the 
ollerlng  stetemtnt  is  available,  upon  request.  Irom  t  andlall  Associates    This  advertisement  Is  not  an  ottering  to  New 
Jerhey  m-.idenls  or  rwdnnt'.  ol  nny  statu  whore  prohibited  by  law 


ARETORMEMQ5 

SCORING  POINTS 

WITTOUR 

EMPLOYEES? 


Mead  INFO*  helps 
your  own  brilliant  ideas  stand  out  from 
the  crowd  And  once  you  have  someones 
attention,  its  a  lot  easier  to  make  your 
point.  So  look  to  Mead  for  your  memos. 
With  Mead  you  can't  miss. 
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Readers  Say 


Many  unhappy  returns 

Sir:  The  strategy  of  the  IRS  and  Con- 
gress with  regard  to  tax  reform  is  very 
clear  ("One  man's  problem  is  anoth- 
er's opportunity,"  Mar.  7).  Make  the 
law  as  complex  as  possible.  Drive  all 
taxpayers  into  the  hands  of  a  few  hun- 
dred thousand  tax  preparers.  Watch 
those  preparers  like  hawks.  Much 
simpler  than  monitoring  100  million- 
plus  taxpayers,  and  more  effective. 
— M  Armstrong 
Santa  he,  N.M. 

Sir:  Those  who  feel  that  the  1987  tax 
act  did  not  give  us  simplification  have 
misunderstood  the  issues.  For,  as  any- 
one who  has  completed  his  tax  return 
knows,  it  is  now  much  simpler  for  the 
IRS  to  take  our  hard-earned  money. 
— Stan  Goldring 
Cupertino,  Calif 

Sir:  I  have  made  my  living  from  the 
complicated  income  tax  laws  for 
more  than  a  dozen  years  now.  If  a 
simpler  tax  law  is  ever  passed,  well, 
I'll  )ust  have  to  find  honest  work. 
— Bruce  G  Goddard 
Carina.  Calif 


Sir:  The  current  tax  law  was  drafted 
and  passed  by  a  Congress  that  docs 
not  understand  it.  It  was  signed  by  a 
President  who  does  not  understand  it 
It  is  to  be  interpreted  and  enforced  by 
the  IRS,  which  publicly  admits  at 
least  25%  of  its  personnel  are  unable 
to  answer  taxpayers'  inquiries  accu- 
rately. Such  tax  law  is  not  merely 
poor  law  or  bad  law,  but  despicably 
rotten  law  and  most  accurately  re- 
flects the  total  contempt  the  Con- 
gress  has  for  the  ordinary  American 
citizen 

Robert  />'  Meredith 
Mill  Valley  Calif. 

Sir:  The  ides  occur  on  the  15th  of 
March,  May,  July  and  October.  Every 
other  month  the  ides  occur  on  the 


13th.  Therefore,  your  reference  tc 
"the  ides  of  April"  is  actually  to  Apri 
13th,  two  days  before  the  date  person 
al  tax  returns  are  normally  due.  Con 
suit  your  Roman  calendar. 
— Robert  J.  Sehrjr. 
Walnut  Creek,  Calif 

We  decided  not  to  let  scholarslrip  get  it 
the  way  of  meaning. — Ed. 

Sir:  If  supposedly  well-educated  con 
gressmen  cannot  be  required  to  un 
derstand  the  federal  tax  system  a 
they  create  it,  how  can  they  expec] 
their  constituents  to  work  with  it? 
— -James  McGuinness 
Dallas,  Tex 


Enough  already 

Sir:  Re  your  Feb.  8  cover,  "Nake 
came  the  short-sellers."  I  certainl 
hope  that  those  who  felt  compelled  tt 
take  the  time  and  effort  to  pen  thei 
feelings  about  such  a  trivial  matte 
react  just  as  emphatically  to  a  coni 
gressman  about  important  matter 
such  as  taxation.  Have  people  nothin, 
better  to  complain  about? 
—Janine  A  Engel 
Chicago.  Ill 
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Tidy  bowl 

Sir:  Re  your  editorial  on  Third  Worl 
debtors  (Fact  and  Comment  II.  Feb  22 
The  reason  we  have  had  trouble  col 
lecting  from  our  debtors  is  a  rathe 
simple  one:  moral  corruption  of  th 
governments  involved  and  their  mis| 
application  of  resources  provided. 

Additionally,  there  is  the  matter 
Swiss  accounting  records  we  will  nevj 
er  see  and  brothers,  sisters,  cousin 
and  friends  of  political  bosses  whc| 
after  sopping  up  the  gravy,  leave 
clean,  undetectable  bowl  for  our  i 
spection.  The  solution?  Stop  lendin 
them  money. 

fofon  /■  Newman  ll 
Houston.  Tex 


Winning  ugly 

Sir:  It  seems  a  rather  melancholy  fac 
that  U.S.  mythology  tends  to  confus 
"greatness"  with  "warlike."  Of  thos 
eight  Presidents  listed  as  "great"  (Oth 
ert  liniments.  Feb  22).  the  most  recen 
six  Presidents  were  wartime  Presi 
dents.  Indeed,  five  of  those  six  wer 
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elected  to  office  in  peacetime,  and 
presided  at  the  respective  outbreaks 
of  war. 

Is  it  still  believed  by  some  that  hu- 
man sacrifice  is  needed  to  validate 
"greatness"? 
—William  Wood 
Los  Osos,  Calif. 


Still  fuzzy 

Sir:  Your  article  "We  wuz  robbed" 
(Dec.  28,  1987)  gives  a  discouraging 
picture  of  the  arbitration  process.  You 
seem  to  feel  that  arbitration  is  a  fail- 
ure because  complainants  get  "only" 
60%  of  their  claimed  damages.  Such  a 
high  percentage  is,  in  fact,  remark- 
able. Complainants  make  inflated 
claims,  with  the  expectation  that 
only  some  of  their  arguments  will  be 
persuasive  and  not  knowing  in  ad- 
vance which  of  their  claims  will  fail. 
The  arbitration  awards  appear  to  be 
substantially  more  in  favor  of  plaintiff 
than  court  awards. 

Fine-tuning  the  arbitration  process 
may  be  needed;  but  let's  not  destroy  a 
process  that  works  better  than  its  al- 
ternatives simply  because  [that  pro- 
cess] is  not  ideal. 
— Frederick  C.  Dunbar 
White  Plains,  N.Y. 


Block  that  kick 

Sir:  Re  your  article  on  economic 
doomster  Dr.  Ravi  Batra  ("Mr.  Infal- 
lible, "Mar.  7).  One  wonders  which  is 
more  embarrassing  to  SMU,  the  foot- 
ball scandal  or  Professor  Ravi  Batra. 
— Paul  Hendrix 
Salem,  Ore. 


Long-distance  operators 

Sir:  I  read  with  interest  your  article 
about  the  death  of  the  telex  business 
("It'll  be  around  for  quite  a  while," 
Feb.  22).  The  reported  decline  in  vol- 
ume for  the  major  U.S.  carriers  is 
mostly  the  result  of  a  competitive  en- 
vironment which  discouraged  innova- 
tion and  a  failure  to  respond  to  custo- 

I  mers'  needs.  What's  dying  in  the  busi- 
ness is  the  customer's  willingness  to 
accept  yesterday's  technology  at  to- 
morrow's prices.  For  a  company  will- 
ing to  take  risks  and  invest  in  technol- 
ogy, this  isn't  a  protracted  death 
scene;  it's  the  birth  of  a  new  industry. 
— Bruce  Cohen 
President, 

\  Vitel  International  Inc.. 
Mill  Valley,  Calif. 
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IRA: 

Still  a  great 
idea. 


The  Power  of  Tax-Deferred  Compounding 

$2,000  per  year  for  30  years,  28%  tax  bracket 


$999,914 


$361,887- 


S424.460 


S209,96oH 


Annual  Growth  Rate       5%  10% 

■n  Non-tax-deferred 


Tax-deferred 


Compare  the  performance  of  an  IRA  to  a 
taxable  investment,  and  you'll  see  why  an 
IRA  is  still  a  great  idea.  Even  if  your  IRA 
contributions  aren't  tax-deductible,  your 
earnings  grow  tax-deferred.  The  difference 
over  the  years  can  be  dramatic! 

Where  you  invest  makes  a  difference,  too.  For 
example,  two  of  Twentieth  Century  Investors' 
mutual  funds,  Select  and  Growth  Investors, 
have  recorded  annual  compound  growth  rates 
of  19.8%  and  18.6%  for  the  past  15  years!  While 
past  performance  is  no  guarantee  of  future 
results,  a  Twentieth  Century  IRA  is  still  a  great 
idea.  Write  or  call  for  a  free  Information  Kit 
and  Prospectus.  Please  read  the  Prospectus 
carefully  before  investing. 

Call  toll-free:  1-800-345-2021 


Please  send  a  free  Prospectus  to: 


Name 


Address 


City: 


Stale 


ZIP: 


ISVE    STORS 


No-Load,  No-Minimum  Mutual  Funds 

fbs        EO.  Box  419200,  Kansas  City,  MO  64141-6200 
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Introducing  Canon's  NP-3000  Custom  Series. 

For  Serious  Customers. 


Now,  choosing  the  right  copier  is  as 
easy  as  making  great  copies  With  Canon's 
new  NP  3000  Custom  Series. 

Four  full  featured  copiers  with  options 
that  let  you  custon  iiz<  your  copying  per- 
formance And  auton  atic  features  that  let 
you  perform  even  the  most  sophisticated 
copy  functions  Witl    i  simple  touch. 

You  can  reduce  or  enlarge  From  64% 
all  the  way  up  to  200     And,  by  adding 
the  .  ou  can  access 

Can;  *  copying  capability 


Depending  on  the  copier  you 
choose,  you'll  find  advanced  features  like 
automatic  overlay  and  automatic  two- 
sided  copying.  Or,  a  versatile  Image  Editor 
that  lets  you  create  entirely  new  images 
right  on  the  copier  Quickly  and  easily. 

What's  more,  you  can  opt  for  a 
recirculating  document  feeder  for  multiple 
two-sided  copies,  a  sorter  system,  even  a 
large  capacity  paper  deck. 

The  choice  is  yours.  Because  when 
you  choose  Canon,  you  get  a  copier 


designed  for  your  specific  needs.  With 
quality  built  right  here  in  America,  at  oi 
new  manufacturing  plant  in  Virginia. 

Canon's  NP-3000  Custom  Serie 
copiers.  Serious  performance  for  send 


customers. 


.  im  the  Canon  Credit  Card 
Avv  for  teta^s  at  pariopatHKj  Canon  dealers  an,* 

Avai«Oleoniy»nllS 


Canon 

PLAIN  PAPER  COPIERS 


IMP 


3000^6££«SER.E! 


For  more  tnlormation  call  to 1-800-OK  CANON  Or  write  Canon  US  A  IncPO  Box  5023,  Clilton  NJ  07015  S  1988  Canon  US/ 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE  MAT  NOT  BE  WAXING,  BUT  WANING  WE  AIN'T 


During  WWII  and  the  postwar,  Marshall  Plan  days,  the 
United  States  pretty  much  called  the  tune  for  the  Free 
World.  Since  those  years,  however,  we  have  increasingly 
had  to  depend  on  persuasion  to  get  other  friendly  powers  to 
go  along  with  us  on  matters  of  vital,  mutual  interest.  As 
other  currencies  have  become  stronger  and  stronger,  the 
power  of  the  buck  as  a  persuader  has  lessened. 

Because  we  don't  have  as  many  people  pounding  out 
manufactured  things  as  we  once  did,  many  fallaciously 
conclude  our  productive  muscle  has  withered. 

Because  we  lose  some,  instead  of  winning  all,  arguments 
with  our  German,  Japanese,  French  and  even  British 
friends,  home-front  critics,  say  U.S.  clout  is  gone. 

Baloney. 

Despite  our  serious  problems  involving  trade  imbalances 


and  too  rapid  transition  from  an  owed  nation  to  an  owing 
one,  or  perhaps  even  because  of  these  changes,  the  econo- 
mies of  the  Free  World  are  more  than  ever  tied  to  the  U.S. 

That  others  around  the  world  don't  always  agree  to 
move,  to  go,  to  think  as  we  at  times  desire  often  turns  out 
to  be  a  good  thing.  We  are  sometimes  wrongheaded  and 
better  off  for  not  having  been  heeded. 

What's  waned  is  our  power  to  have  others  move  as  we 
want,  regardless.  That  waxed  only  for  the  brief  years  of  war 
and  immediate  postwar. 

Even  before  the  towering  U.S.  stock  market  crash  rup- 
tured the  world's  other  exchanges,  the  global  impact  of 
what  happens  here  was,  and  remains,  enormous.  But  it 
never  was,  and  won't  ever  be,  total. 

Which  is  just  as  well. 


COCAINERS'  NEAR  CONTROL  OF  COLOMBIA  IS  HORRIFYING 


It's  appalling  that  Panama's  ruler  has 
been  indicted  in  the  U.S.  as  a  drug  factotum, 
but  it's  hard  even  to  comprehend  that  the 
top  cocaine  traffickers  are  nearly  in  control 
of  a  country  as  important  as  Colombia. 

A  justice  minister,   journalists  and  21 
judges  involved  in  drug  prosecution  cases  jf 
have  been  murdered  there.  Most  recently,  J 
the  country's  attorney  general,  along  with  % 
two  of  his  bodyguards,  was  mowed  down, 
spattered  by  at  least  19  bullets. 


Traffickers  take  care  of  the 
country's  attorney  general 


Among  other  things,  the  attorney  general 
was  investigating  why  two  judges,  a  justice 
minister  and  four  government  officials  had 
joined  to  release  a  top  drug  kingpin  whom 
the  U.S.  was  trying  to  extradite  for  master- 
minding a  vast  pipeline  network  feeding 
Colombian  cocaine  into  the  U.S. 

What  can  the  U.S.,  the  Americas  and  the 
rest  of  the  world's  nations  do  when  faced 
with  a  government  and  a  country  increas- 
ingly dominated  by  drug  traffickers? 
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. .  .  PERFECTLY  WILLING  TO  SOLVE  HALF  THE  WORLD'S  PROBLEMS ..." 

An  interview  with  Florida  Today's  writer  Irene  Klotz  last  December 


Florida  Today:  Your  wealth  has  been  estimated  be- 
tween $500  million  and  $1  billion.  Just  how  much 
money  is  enough? 

MSF:  It's  like  the  farmer  said:  He  didn't  want  every- 
body's land,  just  the  piece  next  to  his.  Everything's  rela- 
tive. If  you're  making  $200  a  week  and  your  superior  is 
making  $400,  that  must  be  plenty.  But  there  are  people  to 
whom  a  lot  more  than  that  isn't  enough.  You  always  spend 
a  little  ahead  of  what  you're  making,  don't  you  think? 
Enough  is  always  more  than  you've  got. 

Look,  lots  of  money  is  a  great  facilitator.  It's  not  to  be 
knocked.  I  recommend  it  to  everybody. 

FT:  Where  did  "Capitalist  Tool" — the  slogan  of  Forbes 
magazine  and  the  name  of  your  airplane — originate?  Did 
you  make  it  up? 

MSF:  No,  I  wish  I  had.  An  ad  agency  created  it  for  us 
several  years  ago.  We've  made  the  most  of  it  ever  since. 
Capitalism  used  to  be  a  bad  word.  By  using  it  as  a  slogan, 
it's  put  the  emphasis  on  that  fact  that  all  "capitalism" 
means  is  a  free  enterprise  system;  whereas,  if  you  get  a 
little  capital  you  can  start  your  own  business — and  you 
can  lose  your  shirt.  Or  you  can  multiply  it  and  take 

When  I  was  young  [and  in  politics],  people 
would  say,  "I  think  it's  wonderful  a  young 
man  like  you  is  doing  this."  I  always  felt 
uncomfortable  when  people  said  that  I  was 
doing  a  noble  thing.  Now,  I've  changed  my 
whole  attitude.  I  admire  people  who  go  [into 
politics},  because  it's  a  tough  business 
and  demands  total  time. 

someone  else's  shirt.  But  somebody's  out  there  scratching 
and  somebody's  free  to  scratch  or  not  to  scratch. 

FT:  Your  "Fact  and  Comment"  column  comes  on 
strong.  Have  you  ever  been  sued  for  what  you've  written? 

MSF:  Sure,  it's  one  of  the  expenses  of  doing  an  honest 
business.  I  once  got  sued  tor  writing  a  restaurant  review 
where  I  said,  "In  this  place,  they  call  the  dishwater  onion 
soup."  They  sued  me  on  the  basis  that  they  didn't  use 
dishwater  in  their  soup.  That  didn't  get  anywhere.  Serious- 
ly, we  have  a  first-rate  libel  lawyer.  You  have  to  be  careful. 

FT:  Where  do  your  opinions  come  from? 

MSF:  1  suppose  a  lifetime  ot  living  and  from  reading.  I'm 
reading  i  (instantly,  four  newspapers  a  day,  dozens  and 
dozens  of  magazines,  all  our  own  business  reports. 

I  carry  almg  little  paper  cutters  and  clip  out  things. 
Everything  themes  something. 

1  nist  dipped  one  that  the  Senate  is  considering  ordering 
the  CIA  to  give  the  Senate  committee  the  names  ot  every- 
body who  gives  information  to  the  CIA  and/or  its  under 
■  operators.  That's  ridiculous   It's  all  right  to  demand 
Co  know,  maybe,  what  they're  up  to,  but  to  ask  for  names  is 
■  <  death  warrant  or  make  foreign  sources 

information  to  us. 
where  some  of  my  ideas  come  from. 

-n  perfectly         ling  to  solve  half  the  world's  problems 
ry  issue  !  don't   have  to  live  with  the  results 


most  of  the  time  because  my  advice  doesn't  get  followed. 

FT:  You  concern  yourself  with  politics  quite  a  bit? 

MSF:  Sure,  there's  no  way  you  can  have  a  sensible 
business  climate  without  being  involved  with  politics. 
They're  thoroughly  intertwined,  for  better  or — more  of- 
ten— for  worse. 

FT:  Why  did  you  decide  to  abandon  politics  for  business? 

MSF:  A  combination  of  things.  ...  I  always  wanted  to  be 
in  politics  when  I  was  young,  and  as  soon  as  I  was  finished 
with  the  Army,  I  entered  it.  I  became  a  local  borough 
councilman  (in  New  Jersey),  but  then  we  moved  just  over 
the  line,  to  the  next  township,  so  I  had  to  resign.  The  next 
available  opening  was  the  state  Senate,  which  I  won. 

Then  I  ran  for  governor,  but  didn't  get  the  nomination 
for  the  primary.  Four  years  later  I  was  the  nominee,  but  the 
then-incumbent  nosed  me  out  with  a  landslide. 

My  father  had  died  and  I  figured  I  had  better  give  a  lot  more 
time  to  our  business.  I  discovered  it  was  a  lot  more  fun 
giving  advice  and  being  sought  after  than  spending  25  hours 
a  day  listening  to  and  seeking  support  from  everybody. 

FT:  So  then,  you  have  no  plans  to  reenter  politics? 

MSF:  No,  no,  no.  I'm  too  lazy  to  work  that  hard.  That's  a 
tough  job.  When  I  was  young,  people  would  say,  "Oh,  I 
think  it's  wonderful  a  young  man  like  you  is  doing  this," 
and  so  forth,  and  I  thought  to  myself,  "Gee,  why  do  they 
think  it's  wonderful?  I'm  doing  what  I  want  to  do,  itching 
to  do."  I  always  felt  uncomfortable  when  people  said  that, 
like  I  was  doing  a  noble  thing.  Now,  I've  changed  my 
whole  attitude.  I  admire  people  who  go  [into  politics],' 
because  it's  a  tough  business  and  demands  total  time. 

FT:  Have  you  made  any  endorsements  in  the  upcoming 
presidential  election? 

MSF:  No,  I  haven't.  I  think  the  likeliest  and  best  Demo- 
crats are  not  yet  running — [New  York  Governor]  Mari 
Cuomo,  (New  Jersey  Senator]  Bill  Bradley  and,  I  would  lik 
to  think,  |Georgia  Senator]  Sam  Nunn.  I  don't  think  any  o 
the  seven  running  is  going  to  win  the  convention  with 
majority.  Then,  they  might  draft  one  of  the  others.  I  thin! 
the  strongest  dark  horse  in  years  is  probably  Bill  Bradley. 

FT:  What  about  the  Republicans? 

MSF:  Bush  is  definitely  the  substantial  front-runner  an 
probably  the  winner — he  hasn't  had  his  foot  in  his  mouth 
tor  at  least  a  month.  Bob  Dole  would  be  able  and  is  a  strong 
candidate,  but  Bush  has  to  knock  himself  out  before  Dol 
would  be  nominated. 

FT:  You're  a  registered  Republican,  aren't  you? 

MSF:  I  guess  lam.  I  like  to  think  I  vote  for  the  best  man.  The 
fact  that  90%  of  the  time  it's  a  Republican  is  coincidental. 

FT:  Did  your  view  of  Reagan  and  economics  change  ai 
all  when  the  market  tumbled? 

MSF:  Yes,  but  only  in  relation  to  the  value  of  the  dollar. 
happen  to  have  a  very  high  regard  for  (Secretary  of  th( 
Treasury)  Jim  Baker,  but  he's  jar.  far  overdone  talking  th 
dollar  down  and  letting  it  slide  to  put  the  heat  on  German} 
and  Japan  to  stimulate  their  economies.  It's  overkill. 

The  dollar  is  below — by  more  than  it  should  be — wha 
it's  worth.  Permitting  it  to  slide  is  to  the  advantage  o 
American  exports.  But  that's  one  of  the  by-products. 

(Continued  on  page  15, 
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OCEAN  LINERS:  RETURNING  SHADES  OF  HAPPY  YESTERYEARS 


Billy  Mitchell's  crude,  bi-winged  bomber  sank  the  battle- 

l  ship,  and  eventually  airplanes  rendered  the  great  luxurious 

i  ocean  liners  obsolete.  By  the  mid-1950s,  with  the  advent  of 

|  tourist  class  airfares,  more  passengers  crossed  the  Atlantic 

in  such  planes  as  double-decked  Boeing  Stratocruisers  and 

[  birdly  beautiful  Lockheed  Constellations  than  went  by  sea. 

A  decade  later  the  famed  Great  Ships  that  had  vied  for 

blue  ribbons  and  heights  of  luxury  were  virtually  all 

gone.  Aside  from  a  few  strays,  only  the  QE2  lonesomely 

|  plied  the  summer  Atlantic,   spending  the  other  eight 


months  of  the  year  in  worldwide  cruising. 

Cruises!  The  magic  word.  The  magic  wand. 

With  an  immeasurably  powerful  push  from  TV's  Love- 
boat,  cruise  ships  have  poured  down  the  ways  and  now  range 
the  seven  seas.  When  we  saw  these  six  together  one  recent 
morning  at  New  York's  Hudson  River  piers,  it  brought  back 
warm  memories  of  gone,  glorious,  seagoing  palaces. 

Though  the  stock  market's  sinking  may  slow  some,  the 
cruise  business  is  here  to  stay. 

And  the  great  ships  are  a  most  welcome  sight. 


New  York  Harbor  at  height  of  cruise  boom  ( from  top)  Homeric,  Gripsholm,  Ocean  Monarch. 
Italia,  Queen  Elizabeth,  Mauretania,  Berlin.  Queen  Elizabeth  docking;  United  States  at  pier 


Today-.  (1  to  r)  Bermuda  Star,  Bermuda  Queen, 
Homeric,  Stella  Solaris,  Amerikanis,  Viking  Sea 


TERMINOLOGY 

The  faded  describe  themselves  as  jaded. 


GETTING  SEEDY  BEATS 

going  to  pot. 


BOOKS 


•  A  Day  in  the  Life  of  the  Soviet 

Union— (Collins  Publishers,  $40). 
It  took  three  glasnost  years  to  get 
permission  to  do  unto  the  Soviet 
Union  what  this  extraordinary  se- 
ries did  to  the  U.S.A.,  Japan,  Aus- 
tralia, Canada  and  Hawaii.  To  a 
degree  never  before  permitted,  24 
hours  in  the  life  and  lives  of  the 
U.S.S.R.  are  arrestingly  caught. 

Excerpts:  Fog  shrouds  the  icy  waters  of  the  Bering  Sea  on 
May  15,  1987,  and  youngsters  collect  on  the  shore  to  wait 
for  their  fishermen  fathers  to  bring  in  the  catch.  Beyond 
the  mist,  70  miles  away,  lies  America — the  Aleutian 
Islands.  Far,  far  to  the  west,  nearly  7,000  miles  distant  in 
Soviet  Kaliningrad  (the  Konigsberg  of  pre-war  East  Prus- 
sia), families  are  now  sitting  down  to  dinner.  There,  it  is 
the  night  before,  May  14th.  They  are  closer  to  the  U.S.A. 
than  to  the  Bering  shores.  .  .  .  We  glimpse  Russia  past, 
Russia  present,  Russia  future.  We  gaze  at  a  young  woman 
who  could  be  Anna  Karenina.  Two  of  Chekov's  Three 
Sisters  talk  quietly  on  a  park  bench;  candle-lit  worship- 
pers pray  in  an  Orthodox  church.  An  old  general  who 
might  have  fought  Napoleon  in  1812  dozes  behind  his 
bemedaled  chest.  A  shy  lad  wanders  in  from  the  Christ- 
mas party  in  The  Nutcracker.  Young  ballet  pupils  dream 
of  becoming  the  Anna  Pavlova  of  the  year  2001.  ...  A  Day 
in  the  Life  of  the  Soviet  Union  must  somehow  capture  an 
area  five  times  the  size  of  the  U.S.,  an  area  which  encom- 
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passes  15  republics,  each  v,n.th  its  own  culture,  language 
and  customs.  To  create,  in  only  one  day,  a  cohesive  book 
that  accurately  represents  the  lives  of  these  heterogeneous 
people  is  going  to  be  a  nearly  impossible  task. 

•  Subway — by  Bruce  Da- 
vidson (Aperture,  $29.95). 
Mr.  Davidson's  the  most 
powerful  photographer  of 
those  living  life  at  its 
starkest.  This  is  a  far  more 
dramatic,  pungent,  com- 
pelling portrayal  of  subway 
life  than  that  depicted  in  recent  movies. 

Excerpt:  In  transforming  the  grim,  abusive,  and  violent 
reality  of  the  subway  into  vivid  color,  I  may  have 
offended  some  people  by  distorting  their  experience 
down  there.  But,  I  feel  that  we  often  close  off  our  senses 
by  not  looking  beyond  our  own  fear  when  we  take  the 
subway.  If  there  is  power  in  these  pictures,  it  emanates 
from  the  idea  that  "art  is  the  lie  that  tells  the  truth."  I 
see  the  subway  as  a  metaphor  for  the  world  in  which  we 
live  today.  From  all  over  the  earth  people  come  into  the 
subway.  It  is  a  great  social  equalizer.  As  our  being  is 
exposed,  we  confront  our  mortality,  contemplate  our 
destiny,  and  see  both  the  beauty  and  the  beast.  From 
the  moving  train  above  ground  we  see  glimpses  of  the 
city  as  light  reaches  into  the  green  gloom,  and  we, 
trapped  inside,  all  hang  on  together. 
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THEM:  gRS  FROM  THE       the  fastest  production  sedans  world s most  meticulous rac 

BMWPffi      |SPORT  DIVISION,   in  the  world  are  being  built.  engineers  whose  art,  previot 

In  thsj  ly  of  Munich,  in             They  are  the  handiwork  of  was  confined  to  the  bound \ 

•uthe/n  E    feria,  in  a  building    BMW's  Motorsport  Division.  aries  of  the  world's  great  rac 

Sign,  some  of               A  select  group  of  the  courses.  And  who  now,  in 

a.  Inc  The  BIWV  trademark  andtago  are  regrsfered 


mg  machines  you  see 
.ed  above,  offer  their  craft 
sidents  of  the  real  world. 
To  create  the  M3,  they 
ow  a  3-Series  BMW  with  a 
'alve  power  plant  so  fero- 
,'is,  it  has  brought  victory 
|r  victory  in  the  European 

I  ring  Class  Championship. 
For  the  M5,  they  painstak- 
/  hand-assemble  an  awe- 
3  ie  256-hp  power  plant  that 
i  d  Motor  und  Sport  hailed 
1 1  piston  engine  monument." 
jting  a  luxury  sedan  that 
Iterates  0  to  60  in  a  micro- 


scopic 6.5  seconds. 

That  same  engine  will 
grace  the  M6-a  luxury  touring 
coupe  so  stunning,  it  led  Road 
&  Track  to  proclaim:  "As  auto- 
motive sculpture,  it's  a  Rodin, 

Once  the  engines  are 
completed,  each  M-Car  is 
endowed  with  a  competition- 
tuned  suspension  for  precision 
handling  and  an  anti-lock 

i         i  ■  i  iii  i        ;l 


uraKing  system  mat  counter- 
acts the  car's  extraordinary 
ability  to  go  with  an  equally 


extraordinary  ability  to  stop. 

Fulfilling,  for  true  driving 
aficionados, whether  in  the  mar- 
ket for  a  compact  street  rocket, 
a  family  sedan  or  an  exquisite 
luxury  touring  coupe,  the  high- 
est ideals  of  BMW's  7-decade 
obsession  with  performance. 

After  all,  governments  can 
put, restrictions  on       ^S^ 


a  aaritiiiigaiiaati 


on  your  spirit.  \^ 

THE  ULTIMATE  DRIVING  MACHINE. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Drug  Rulers 

Since  its  rise  in  the  late  1970s  the 
Colombian  cartel  has  come  to  supply 
four-fifths  of  all  the  cocaine  sold  in 
the  United  States.  Without  a  new  ex- 
tradition accord,  [President  Virgilio] 
Barco's  halfway  measures  at  home 
will  not  be  enough  to  stop  drug  deal- 
ers who  have  become  nearly  as  strong 
as  Colombia's  government. 

— Newsweek 

D.C.  Epidemic 

There  are  dozens  of  press  briefings 
in  Washington  every  day.  You  can 
tell  a  reporter  about  anything.  Feel 
free.  The  list  of  subjects  on  which 
briefings  are  held  is  endless,  inas- 
much as  everyone  has  an  announce- 
ment, a  proposal,  a  plan,  a  report,  a 
study,  a  criticism  or  a  desire  for 
attention. 

The  desire  for  attention.  It  is  a 
common  affliction.  Washington  is  a 
city  of  epidemic  ambition.  It  would 
require  an  encyclopedia  to  deal  ade- 
quately with  the  ambego — ambition 
and  ego — of  the  nation's  capital. 

—Straight  Stuff, 
by  James  Deakin 

No  Time  for  Bureaucrats 

Churchill  ruffled  many  feathers  by 
going  right  to  the  top  for  something 
he  wanted  rather  than  wasting  time 
on  people  lower  down  who  would  be 


fearful  of  making  decisions  outside 
ordinary  channels.  After  World  War  I 
there  was  a  story  told  in  London  that 
when  Churchill  arrived  at  the  pearly 
gates,  St.  Peter  asked  him  to  identify 
himself  so  that  he  could  consult  the 
records  and  let  him  know  his  eternal 
reward.  Churchill  replied,  "Who  the 
hell  are  you!  Get  God." 

— Richard  Nixon,  Leaders 

Policy  Payoff 

The  United  States  has  been  trying 
for  eight  years  to  drive  Soviet  troops 
from  Afghanistan.  From  all  appear- 
ances, Moscow  has  made  the  painful 
decision  to  lose  a  war.  The  U.S.  is  now 
on  the  verge  of  achieving  what  it  has 
not  achieved  since  the  Austrian  State 
Treaty  of  1955:  the  removal  of  Rus- 
sian occupation  forces.  This  is  a  testa- 
ment to  the  hardheaded  policy  pur- 
sued by  Mr.  Reagan  and  Congress.  If 
the  Russians  have  decided  to  leave, 
the  task  for  the  U.S.  is  to  help  them  on 
their  way. 

— New  York  Times  editorial 

Partners  in  Crime 

It  was  no  secret  that  the  Sultan  was 
behind  the  trade  in  arms  and  loot:  For 
centuries  piracy  had  been  a  tradition- 
al way  of  life  for  the  Malays  of  the 
Archipelago,  considered  almost  an 
aristocratic  occupation  calling  for 
skill  in  combat  and  good  seamanship. 
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the  truth,  sweetie — the  stork'  brought  you 


Raffles  once  asked  Sultan  Hussein 
if  he  could  not  stop  the  piracy  that 
had  bedeviled  the  coastline  for  so 
long.  "But  what  would  they  do  for  a 
living?"  objected  the  Sultan. 

Raffles,  knowing  who  was  behind 
it  all,  suggested  that  there  were  for- 
tunes to  be  made  out  of  trading,  and 
remarked  that  he  would  be  glad  to 
arrange  for  the  Sultan  to  have  a 
stock  of  the  best  European  goods  at 
his  disposal. 

The  Sultan  was  horrified.  Certainly 
not,  he  replied  haughtily.  A  sultan 
and  a  sultan's  son  couldn't  trade! 
Whoever  did  he  think  they  were?  Raf- 
fles was  taken  aback.  "Is  it  better  to 
be  a  pirate  than  a  trader,  then?" 

"Certainly,"  said  the  Sultan.  "We 
have  always  been  pirates.  The  pas- 
time is  inherited  and  so  is  no  disgrace. 
But  trade  .  .  .?" 

— Raffles,  by  Raymond  Flower 


A  good  day  is  when 
you  wake  up  and 
nothing  new  hurts. 

— Armand  Deatsch.l 
California  executive  I 


28%?  Experience  It 

I  think  people  should  experience! 
[the  28%  tax  rate].  I  think  it  wouldl 
be  a  mistake  to  raise  that  top  rate.l 
We  made  a  deal  with  the  American! 
people:  You  give  up  loopholes,  yoi 
get  a  lower  rate.  And  if  you  earnl 
more  money,  you  will  keep  more  ofl 
the  money  you  have  earned.  It  is  a 
very    positive    message    to    people 
about  work,  and  I  think  we  shoulc 
experience  it.  The  other  untold  stor 
is  that  as  a  percentage  of  total  ta> 
revenues,    the   upper-income  persor 
will  pay  a  bigger  percent  after  ta 
reform  than  before.  And  the  reason, | 
clearly,    is    that    before,    they    were 
using  the  most  loopholes. 

—Senator  Bill  Bradley  (D-N.J.),  Life\ 

Heaven  &  Hell 

This  joke  [is  from]  record  tycoor 
Ahmet  Ertegun  of  Atlantic  Records: 

What's  heaven?  Heaven  is  where 
the  police  are  British,  the  chefs  are 
French,  the  mechanics  are  German,| 
the  lovers  are  Italian  and  the  organiz- 
ers are  Swiss. 

So  then,  what's  hell?  Hell  is  where 
the  police  are  German,  the  chefs  are 
British,  the  mechanics  are  French,  the 
lovers  are  Swiss  and  the  organizers  are 
Italian. 

—Liz  Smith,  Daily  News 
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^    No  matter  how 
times  change  and 
fortunes  are  won  and 
lost,  one  thing  remains  univer- 
sally accepted  as  a  store  of  value. 

Gold. 

Men  have  fought  for  it,  dug 
for  it,  worshipped  it. 

Fortunately,  you  need  do 
none  of  the  above.  For  your  gov- 
ernment has  created  a  most 
convenient  way  to  own  gold. 

American  Eagle  Gold  Bullion 
Coins.  These  are  the  only  gold 
bullion  coins  to  have  their 
weight  and  content  backed  by  the 
U.S.  Government. 

They  come  in  one  ounce,  1h,  lk 
and  lAo  01.  varieties;  a  one  ounce 
American  Eagle  Silver  Coin  is 
also  available.  You  can  buy  them 
at  participating  banks,  brokers, 
coin  and  precious  metals  dealers, 
or  call  1-800-USA-GOLD, 
(Ext.  22)  for  a  free  American 
Eagle  Buyer's  Guide.  Their  price 
will  fluctuate  with  the  metals 
market. 

So  consider  putting 
American  Eagle  Bullion  Coins 
into  your  portfolio. 


American  Eagle 

Gold&Silver 

Bullion  Coins® 
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Lines  of 
Communication 


Estimates  are  that  85,000  miles  of  new 

trunk  fiber  optic  telecommunications  cable 

will  be  laid  in  the  United  States  by  mid  1988. 

That's  a  lot  of  trenching. 

To  cut  through  thousands  of  miles  of  earth  and  rock, 

many  manufacturers  rely  on  tough  carbide  bits 

made  by  Fansteel's  VR/Wesson,  Lexington 

as  original  equipment  on  their  trenching  machines. 

.ew  lines  of  communication  85,000  miles  long... 
memore  reason  why  it  will  pay  you  to  know  more  about  us. 


ansteel 


Aft  intei  |oducer  of  refractory  metals  and  fabricated  products  for  the  electronics, 

lircraf t/aerosoace,  metatworking,  energy  and  chemical  industries. 

TEEL  INC.  Number  gShe  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  PROCESS  WORKS 


Everyone  groans  that  the  current  process  of  selecting  a 
President  is  ludicrously  long.  The  race  for  1992,  for  in- 
stance, will  begin  the  day  after  this  November's  election. 
Why,  pundits  longingly  ask,  can't  campaigns  run  the  hand- 
ful of  weeks  they  do  in  most  other  democracies? 

Yet  for  all  its  flaws  and  tedium,  the  current  system  is 
particularly  well  suited  to  the  U.S. 

Our  presidential  process  allows  candidates  with  small 
resources  to  have 
a  crack  at  the 
presidency.  They 
can  get  their 
message  across 
with  meager  re- 
sources in  Iowa 
or  New  Hamp- 
shire in  a  way 
that  would  not  be  possible  in,  say,  California. 

The  numerous  debates  enable  voters  in  the  early  states 
to  get  a  firsthand  impression  of  the  perspiring  aspirants.  A 
goof  in  one  debate  need  not  be  fatal.  There  will  be  others  to 
provide  a  more  accurate  measure  of  a  candidate's  mettle. 

The  system  does  permit  a  dialog  between  voter  and 
candidate.  Look  at  the  way  the  primaries  turned  Bush  into 
a  fervent  opponent  of  higher  taxes. 

Voters  Not  Always  Fooled 

It  also  allows  the  electorate  to  get  a  better  gauge  of  a 
contender.  Gephardt  briefly  flourished  by  packaging  his 
crude  protectionism  as  a  means  of  keeping  America  num- 
ber one.  In  the  South  his  opponents  hit  him  hard  on  this 
and  other  opportunistic  positions — and  he  fell.  Fundamen- 
talists may  have  liked  Robertson's  message,  but  not  the 
messenger;  most  voted  against  this  toothy  flake. 

The  process  has  its  shortcomings.  Caucuses  once 
worked  because  they  were  dominated  by  party  regulars, 
not  ideologues.  Today,  the  caucus  is  an  anachronism. 
Since  Iowans  started  theirs  in  1972,  only  one  nonincum- 
bent  who  triumphed  there  went  on  to  win  the  White 
House — Jimmy  Carter.  A  primary  is  a  much  better  filter. 
Politicos  should  also  consider  undoing  Super  Tuesday. 


Those  many  presidential  gabfests  served  a  useful  purpose 


The  dialog  is  short-circuited  at  this  stage  when  candidates 
must  compete  in  so  many  states  in  so  short  a  time. 

Our  presidential  selection  process  is  the  response  to 
what  one  might  call  the  deregulation  of  American  politics. 
Political  scientists  have  noted  for  decades  the  declining 
influence  of  political  parties  in  this  country.  We're  a 
nation  of  individualists  and,  thanks  to  television,  that  trait 
is  affecting  the  election  rules.  Less  and  less  do  Americans 

follow  the  lead  of 
party  leaders. 
People  routinely 
split  ballots. 

With  the  polit- 
ical parties  no 
longer  acting  as 
the  middleman 
or  broker  be- 
tween the  electorate  and  the  candidates,  voters  do  the 
political  winnowing,  the  judging  themselves.  Hence  the 
proliferation  of  primaries.  Hence  the  explosion  in  the 
number  of  political  action  committees.  (PACs  exist  for 
virtually  every  conceivable  cause.) 

In  Britain  and  elsewhere,  politics  is  still  something  of  a 
closed  shop.  It  is  impossible  for  someone  who  hasn't 
devoted  most  of  his  or  her  life  to  politics  to  break  into 
the  system.  That's  why  campaigns  in  Europe  and  Canada 
are  so  short.  The  candidates  have  long  been  selected  by 
the  party  machinery. 

For  a  country  as  diverse  as  ours,  such  a  system  would  be 
unworkable.  Ours  looks  diffuse  and  messy  because  it  must 
accommodate  such  a  bewildering  array  of  interests  and 
issues.  Look  at  the  economics  of  various  regions.  A  Demo- 
crat or  Republican  advocating  a  stiff  oil-import  fee  could 
not  last  long  politically  in  New  England.  By  contrast,  a 
Houston  politico  would  be  very  brave  indeed  advocating 
an  energy  policy  that  encouraged  oil  imports. 

We're  not  a  homogeneous  people.  Yet  we  continually 
avoid  the  enduring  splits  of  an  Ireland  or  a  Lebanon,  or 
the  less  dramatic  alienation  of  a  Scotland  and  Wales 
from  London,  or  Canada's  prairie  and  Maritime  prov- 
inces from  Ottawa. 
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These  give  you 

high-performance 
personal  computers. 
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COMPAQ  personal  computers  offer  far  more  than  advanced, 
high-speed  microprocessors.  Each  offers  a  combination 
of  innovative  features  which  work  with  the  processor  to 
maximize   verall  system  performance.  So  there's  nothing 
to  slow  you  down. 

Take        an  architecture,  for  example.  The  COMPAQ 
DESKPRO  386/20  and  COMPAQ  PORTABLE  386  are  built 
around  an  advanced  32-bit  concurrent  bus  architecture 
which  exploits  the  speed  of  the  computers'  20-MHz  80386 
microprocessors.  Two  buses— one  for  memory  and  one  for 
peripherals— eliminate  information  bottlenecks,  allowing 
each  component  to  run  at  its  maximum  speed.  This  ensures 
the  highest  s)  stem  performance  without  sacrificing  compat- 
ibility with  industry-standard  hardware  and  the  world's 
largest  librar\       msiness  productivity  software. 


Similar  performance  enhancements  are  engineered 
into  each  subsystem  of  every  COMPAQ  personal  computei 
Each  component  is  then  optimized  individually,  yet  design 
to  work  as  part  of  the  total  system. 

For  instance,  COMPAQ  Fixed  Disk  Drives  deliver 
both  high  capacity  and  high  performance.  You  can  install 
up  to  a  300-megabyte  fixed  disk  drive  in  the  COMPAQ 
DESKPRO  386/20  and  up  to  a  100-megabyte  drive  in  the 
COMPAQ  PORTABLE  386.  More  importantly,  you  can  ge 
to  that  data  almost  instantly  thanks  to  some  of  the  indus-i 
try's  fastest  access  times— averaging  less  than  30  millisec 
onds.  When  you  combine  this  speed  and  capacity  with 
disk  caching,  the  result  is  the  highest-performance  stor- 
age subsystem  in  the  industry.  To  take  it  one  step  further 
Compaq  helps  you  protect  that  data  with  internal  high 


•I  mijoi  brands.  COMPAQ*.  COMPAQ  DESKPRO  386*  and  COMPAQ  DESKPRO  286*  are  registered  trademarks  of  Compaq  Computer 
I'atent  and  Trademark  Office  COMPAQ  DESKPRO  386/20™    COMPAQ  PORTABLE  386™  and  COMPAQ  PORTABLE  III*  are  trademarks  of 
IBM*Ua  registered  trademark  and  IBM  PS/2™  is  a  trademark  of  International  Business  Machines  Corporation  Intel*  is  a  registered 
m   i   ^1988  Compaq  Computer  Corporation   All  rights  reserved. 
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personal  computers 
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eed  fixed  disk  drive  tape  backup  systems. 

Another  graphic  example  of  Compaq  total  system 
>f  rformance  comes  from  the  COMPAQ  Video  Graphics 
!  stem.  This  system  supplies  VGA  graphics  with  high- 
i  solution  COMPAQ  Color  and  Monochrome  Monitors 
i)ng  with  speed  enhancements  from  the  COMPAQ  Video 
1  aphics  Controller  Board.  When  the  board  is  used  in  a 

-bit  slot,  it  makes  screen  updating  50%  faster  than  the 
JM*  PS/2™  Video  Graphics  Array  and  other  compara- 
h  equipped  systems. 

[i     Uncommon  performance  innovations  like  these  are 
i  mmon  to  all  COMPAQ  desktop  and  portable  personal 
i  mputers.  That's  clearly  why  each  one  is  the  best  in  its 
I  iss,  and  why  together,  they  represent  the  most  powerful 
I  ie  of  personal  computers  in  the  world.  That's  also  why 


Compaq  consistently  earns  the  highest  performance  and 
quality  ratings  from  computer  experts.  And  unsurpassed 
satisfaction  ratings  from  computer  users* 

Any  computer  can  use  a  fast  microprocessor.  But  it 
takes  high-performance  subsystems  surrounding  the  proces- 
sor to  achieve  the  highest  system  performance  in  the  world. 
The  kind  achieved  by  Compaq. 

For  more  information  and  the  location  of  the  Authorized 
COMPAQ  Computer  Dealer  nearest  you,  call  1-800-231-0900, 
Operator  49.  In  Canada,  1-800-263-5868,  Operator  49. 


COMPAQ. 
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It  simply  works  better. 


MasterCard  presents  I 

The  BusinessCardChallenge 

Compare  these  two  company  T&E  card  systems  and  see  which  one  lets  you  manage  your  business  bette. 


Management  Control:  Both  the  MasterCard  BusinessCarcT  and  American  Express®Corporate  Card  provide  MIS  Report; 
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Acceptance:  MasterCard"  is  accepted  at  over  5  million  merchants  worldwide— 3  times  more  than  American  Express. 
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Cash  Access:  MasterCard  gives  you  cash  access  at  over  150,000  locations— 5  times  more  than  American  Express. 
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Individual  Spending  Limits:  MasterCard  lets  you  set  them.  American  Express  does  not. 
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Clearly,  the  MasterCard  BusinessCard"' gives  you 
more  flexibility  and  control. 

It  lets  you  set  flexible  spending  limits  for  superior 
cost  control.  And  with  in-depth  MIS  reports,  you  can 
monitor  exactly  where  yourmonej  is  going. 

Unlike  American  Express,  the  program  is  designed 
and         mented  by  your  bank  to  fit  your  specific  needs. 
It  offi  iter  flexibility  in  the  form  of  an  optional 

deft  i  red  paj  men!  plan  so  you  can  better  manage  your 
cash  flow 


Your  employees  will  enjoy  our  superior  acceptabili 
while  you'll  appreciate  the  wide  range  MasterCard  me 
chants  offer  in  price,  style  and  location.  And  with  eas; 
cash  access  at  over  150,000  locations,  the  BusinessCa  I 
virtually  eliminates  the  need  and  expense  of  petty  cas 
advances. 

MasterCard  can  even  put  your  company  name  on  t 
of  the  card;  American  Express  puts  theirs. 

Now  that  you  know  the  facts,  the  BusinessCard 
challenge  is  really  no  contest  at  all. 


Choose  The  BusinessCard  That  Makes  A  Differenc 
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What's  Ahead  for  Business 
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Even  serious 

economists  have  to 

make  a  living 


Let  the  buyer  of 
information  beware 


When  you  need  them 

most,  forecasts  tend 

to  be  less  reliable 


FORECASTS— READ  THIS  BEFORE  SWALLOWING 

Economic  forecasting  is  a  business,  too.  Remember  that  when  you 
read  what  economists  predict  for  GNP  growth,  inflation  or  unemploy- 
ment— especially  today. 

Also,  bear  in  mind  that  economists  roughly  sort  themselves  out  into 
one  of  two  groups — the  handful  of  major  trade  associations  and  other 
organizations  that  tend  to  stick  near  the  middle  of  the  pack,  and 
independents  that  tend  to  be  more  extreme. 

We're  talking  here  about  serious,  professional  economists  who  try  hard 
to  be  right,  not  the  wild  men  out  there  selling  their  latest  apocalyptic 
visions  in  book  form.  But  even  genuine  economic  forecasters  have  to 
make  a  living,  which  requires  that  they  stand  out  from  the  herd. 

A  good  many  company  brass  are  probably  hearing  fewer,  not  more, 
forecasting  voices.  With  macro  numbers  available  free  from  banks  or 
brokerage  houses,  or  at  a  price  from  a  service  like  Data  Resources, 
fewer  companies  are  maintaining  staff  economists. 

So  let  the  buyer  of  forecasting  information  beware. 

"The  independents  turned  into  boutiques,"  says  Roger  Brinner  of  Data 
Resources,  Inc.,  now  the  largest  of  the  forecasting  houses. 

One  of  the  best-known  independents,  Gary  Shilling  (hot  and  early  on 
the  positive  effect  of  disinflation  in  1983),  agrees.  "The  consensus  has 
been  fully  discounted  by  markets  and  in  corporate  business  plans,  so  I 
highlight  some  underplayed  aspect  of  the  outlook.  I  have  to  add  value." 
He  puts  on  a  rousing  dog-and-pony  show  for  clients. 

Another  well-known  independent,  Michael  Evans,  plays  it  cautiously. 
He  has  said  he  is  most  likely  to  be  wrong  when  he  is  being  optimistic. 

There  is  a  tendency,  then,  for  independent  forecasters  to  be  a  little 
more  extreme  in  their  descriptions,  up  or  down,  to  get  attention. 

Accuracy  in  fact  gets  least  good  when  the  economy  is  at  or  near  a  turn, 
up  or  down,  which  is  just  when  it's  needed  most. 

The  computer  modelers  missed  the  mid-1970s  inventory  cycle,  which 
contributed  to  recession.  Most  economists  missed  the  severe  1982 
recession  and,  by  a  bit  less,  the  scope  of  economic  growth  in  1984. 

The  wobbling  since  the  Oct.  19  market  crash  has  led  to  similar 
forecasting  uncertainty. 

Examples:  Data  Resources,  concerned  about  the  hangover  from  inven- 
tory growth  in  the  fourth  quarter  of  1987,  is  forecasting  1.8%  GNP 
growth  this  year;  Shilling  a  recession;  Evans  1.8%.  For  comparison,  the 
Blue  Chip  consensus  of  over  50  economists  predicts  2.4%  and  the 
Reagan  Administration  2.8%. 

The  statistics  now  emerging  and  anecdotal  evidence  from  compa- 
nies— lower  unemployment,  better-than-expected  car  sales,  higher 
capital  spending  plans — suggest  that,  in  1988  at  least,  the  optimists 
will  be  vindicated. 
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The  Forbes  Index 


Forbes  index 
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'preliminary' 


An  unrefreshing  pause.  The  Forbes  Index  dipped  0.1%  in 
January,  the  first  decline  in  a  year.  Nevertheless,  the 
fundamentals  continue  to  hold  up  well.  Retail  sales  were 
up  0.6%  in  February,  while  the  unemployment  rate,  stuck 
at  5.8%  for  two  months,  fell  0.1%  point,  to  5.7%,  a  record 
low  for  the  Eighties.  The  January  figure  for  consumer 
installment  credit  hit  $617.5  billion,  a  new  high.  Revised 


figures  show  that  manufacturer's  new  orders  fell  1.5%  in 
January. 

The  pessimism  generated  by  October's  stock  market 
crash  has  abated  for  many,  with  the  exception  of  those 
who  work  on  Wall  Street.  While  the  economy,  now  in  its 
sixth  year  of  expansion,  could  hardly  be  called  exciting, 
hard  times  do  not  appear  to  be  just  around  the  comer. 


The  Forbes  Index  Components 


The  Forbes  Index  is  j  mcasutc  ol  U  S  iiunninii  activity 
composed  ol  eight  equally  weighted  elements  Total  in 
dustnal  production,  new  claims  tor  unemployment  com 
pensation,  the  cost  of  services  relative  to  .ill  consumer 
prices  the  level  ol  new  orders  tor  durable  goods  mm 
pared  with  manufacture-is  inventories  total  retail  sales 
new  housing  starts,  personal  income  total  consume! 
installment  credit 

To  measure  these  eight  elements,  FOMH  moniton  ten 
siricso!  H  S  government  data  The  lasi  14  months' data 
for  each  senes  aie  presented  at  right 
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"Face  it.  Tb  an  overseas  prospect, 
all  American  firms  look  the  same" 
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AT&T  International  800  Service  can  help  you 
stand  out.  It.  makes  it  easy  for  your  overseas  and 
Canadian  clients  to  make  trades,  get  information, 
or  ask  advice— all  with  a  simple  toll-free 
call  to  the  US* 

This  service  will  not  only  help  you  attract  new 
accounts,  but  also  build  the  rapport  and  loyalty  you 
have  with  your  existing  ones. 

m 
•AT&T  International  800  Service  now  available  from  27  countries  Call  for  details 


To  find  out  more  about  AT&T  International 
800  Service,  part  of  AT&T's  Worldwide  Intelligent 
Network,  call  1  800  222-0400, ext.  355. 

From  equipment  to  networking,  from 
computers  to  communications,  AT&T  is  the 
right  choice. 


AT&T 

The  right  choice. 


Benefit  Package. 


St*  >ne  Container  shareholders  have  benefited  from 
market  appreciation  over  the  past  ten  years  substantial 
exceeding  the  S&P  5(H )  and  the  paper  industry  as  a  wn 
Even  after  last  October  19th  and  its  turbulent  aftermatj 
Stone  has  continued  to  outperform  both. 

We're  eonfldent  that  this  record  has  resulted  from 


f 
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focused  strategy  to  grow  in  our  core  businesses — 
)ntainerboard,  corrugated  boxes,  and  bags — and  our  long- 
rm  commitment  to  enhanced  shareholder  value. 

The  past  never  guarantees  the  future,  but  with  these 
indamentals  solidly  in  place  and  exceedingly  favorable 
tarket  conditions  for  our  industry,  sales  and  earnings 
lould  achieve  record  highs  in  1988  and  beyond. 

Take  stock  of  Stone  Container. 


Stone 

Container 

Corporation 

INNOVATION  •  QUALITY  •  SERVICE 
Three  little  words,  one  big  commitment 


Forbes 


Believe  it  or  not,  after  several  years  of  cutting  and  pruning,  102- 
year-old  Westinghouse  Electric  Corp.  is  now  an  Sll-billion-a- 
year  company.  Quick:  What  does  it  do  for  a  living? 


What's  a 
Westinghouse? 


By  Janet  Novack 


W'all  Street  can't  forgive 
Westinghouse  Electric  Corp. 
its  sins  of  the  past.  A  bad  bet 
on  uranium  prices  threatened  to  sink 
the  company  in  the  mid-1970s.  It  was 
driven  out  of  the  appliance  business. 
There  were  1970s  losses  from  low- 
income  housing,  its  mail-order  busi- 
ness and  other  silly  diversification 
moves.  The  company  grabbed  the 
market  lead  in  nuclear  power  plants 
and  then  watched  orders 
disappear  in  1978.  Even 
one  of  its  biggest  acquisi- 
tions in  the  early  1980s,  of 
robotmaker  Unimation, 
was  a  bust.  Today  on  The 
Street  and  elsewhere,  peo- 
ple have  only  the  vaguest 
idea  what  Pittsburgh- 
based  Westinghouse  does. 
Some  even  think  it  still 
makes  washers,  dryers 
and  stoves. 

In  shor  here's  a  com- 
pany doing  .ibout  $1 1  bil- 
lion a  year  in  sales  and  few 
people  know  what  it  does 
for  a  living.  Fewer  still  re- 
alize he  w  well  it  has  been 
doing.  This  may  partly  ex- 
plain why  Westinghouse 
has  been  trading  around 
51,  or  ten  times  trailing 
earnings,  compared  with 
an  average  P/E  of  15  for 
the  S&P  500. 

Mai  bouse 

maybe    it's 


hard  to  get  a  handle  on,  but  here's  a 
number  for  you:  Westinghouse's  re- 
turn on  equity  was  22.9%  in  1987;  at 
GE  the  number  was  18.5%.  "I  tell 
people  that  if  they  put  a  thumb  over 
the  Westinghouse  name  and  ran  down 
the  numbers  they  would  say,  'Hey, 
this  is  a  stock  that  should  sell  at  least 
at  the  market  multiple,'  "  says  Kid- 
der, Peabody  analyst  Robert  McCoy 
Jr.,  one  of  the  stock's  biggest  fans. 

What  does  the  102-year-old  compa- 
ny now  do?  Defense  electronics,  pow- 
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lgbottx  Gxumuui  lohn  MOFOUS  arui  I'resident  Paul  Lego 
Steady  money  i*  better  than  headline*. 


er  generation,  broadcasting,  finance 
and  soda  bottling,  among  other 
things.  A  curious  combination 
(though  clearly  it  works),  the  legacy  of 
decades  of  diversification.  Douglas 
Danforth,  who  retired  as  chairman  in 
December  after  four  years  of  tough 
restructuring,  thinned  out  this  con- 
glomeration and  put  all  23  remaining 
business  units  in  the  black. 

Now  it  will  be  up  to  his  successors 
to  prove  that  Westinghouse  can  main- 
tain those  high  returns  while  grow- 
ing, not  just  while  being; 
cut  and  pruned. 

Durable  Westinghouse 
is  one  of  only  22  compa- 
nies to  appear  in  the  1917 
and  1987  Forbes  list  of 
100  largest  U.S.  corpora- 
tions. Its  work  force  is' 
down  to  117,000  from  a 
1974  high  of  199,000,  and 
productivity  gains  have 
been  running  6% -plus  a 
year.  From  1985-87,  while 
divestitures  kept  sales 
flat,  net  profit  rose  22%, 
to  $739  million,  and  pri- 
mary earnings  per  share 
shot  up  45%,  to  $5.12,  as 
the  company  bought  back 
stock. 

It's  true  that  Westing- 
house's  corporate  person- 
ality, or  culture  if  you 
will,  molded  as  it  is  by 
relentless  engineering 
types,  has  about  as  much 
flash  as  a  drawer  of  slide 
rules.      Chairman      John 
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The  Department  of  Energy's  pilot  nuclear  waste  dump,  which  Westinghouse  operates,  in  Carlsbad,  NM. 
A  curious  place  for  a  risk-averse  crew. 


Marous,  who  succeeded  Danforth,  is 
the  first  to  admit  that  he's  not  one  for 
big  promises.  It  would  be  hara-kiri,  he 
explains,  to  tell  the  analysts,  "In  three 
years  we're  going  to  topple  GE  in  size 
and  probably  next  week  you'll  see  a  $6 
billion  acquisition." 

So  growth  at  Westinghouse  will  not 
be  of  the  bet-the-company  variety. 
This  is  an  outfit  that  moves  slowly. 
And  deliberately.  The 
board,  for  example,  has  al- 
ready named  Marous'  suc- 
cessor. President  Paul 
Lego,  57,  becomes  chair- 
man in  1990  when  Mar- 
ous turns  65.  Both  Marous 
and  Lego  have  spent  their 
entire  careers  at  Westing- 
house. Both  are  cut  from 
standard-issue,  Westing- 
house cloth:  They  grew  up 
in  working-class  Pennsyl- 
vania families  and  studied 
electrical  engineering  on 
the  GI  bill.  Lest  anyone 
miss  Marous'  down-to- 
earth  quality,  here  is  how 
he  conquered  his  unhappi- 
ness  with  a  1953  transfer 
to  alien  Charlotte,  N.C.: 
He  formed  a  bowling 
league  and  a  softball  team 
and  found  a  fellow  Catho- 
lic (now  his  wife)  to  date. 

Yet  the  Marous/Lego 
no-surprises  regime  has 
set  strong  goals:  8.5%  an- 


nual growth  in  revenue;  double-digit 
per-share  annual  earnings  gains;  and 
an  ROE  of  18%  to  21%. 

One  problem:  Even  after  the  prun- 
ing, some  40%  of  Westinghouse's 
businesses  grow  at  the  rate  of,  or  more 
slowly  than,  the  economy;  and  some 
cash  cows,  like  nuclear  fuel  fabrica- 
tion, are  actually  shrinking.  So  Mar- 
ous and  Lego  plan  to  meet  the  8.5% 


Karen  Mevers 


AA  Massaro,  manager  of  Advanced  Industrial  Systems 
Relative  newcomer  in  a  competitive  field. 


target  with  new  startups  and  small 
and  medium-size  acquisitions  that 
"enhance"  existing  lines. 

At  the  same  time,  attitudes  seem  to 
be  changing  (however  slowly)  within 
this  insular  company.  "We  used  to  be 
very  arrogant,"  admits  James  Moore, 
head  of  its  $1.6  billion  (sales)  Power 
Systems  unit.  One  example:  Some 
managers  in  his  group,  under  deadline 
pressure,  didn't  care  that 
technical  drawings  sent 
out  to  customers  were  il- 
legible, figuring  buyers 
didn't  need  to  read  them 
anyway. 

Another  change:  The 
engineers  aren't  so  quick 
to  look  down  their  noses 
at  nontechnical  types. 
John  McClester,  just  re- 
tired as  chairman  of  Wes- 
tinghouse Financial  Ser- 
vices, says  his  unit  used  to 
be  a  stepchild  at  Pitts- 
burgh headquarters.  "It 
wasn't  their  thing.  It 
doesn't  hum,  it  doesn't  ro- 
tate, and  you  don't  plug  it 
in."  Undaunted,  McCles- 
ter abandoned  consumer 
finance,  focused  on  niches 
within  real  estate  and 
commercial  finance  (e.g., 
asset-based  lending  to 
fast-food  franchises),  and 
raised  his  unit's  1987  net 
earnings  to  $115  million, 
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or  16%  of  Westinghouse's  total  net. 
These  days,  Financial  Services  gets 
plenty  of  respect. 

Westinghouse  has  a  simple  view:  If 
a  division  performs,  keep  it;  if  not, 
dump  it.  Why  does  it  hang  on  to  such 
remnants  of  1960s  and  1970s  diversi- 
fication as  land  development  and  soda 
bottling?  (It  is  the  largest  Seven-Up 
bottler  in  the  country.)  Simple. 
They're  highly  profitable. 

Pure,  seat-of-the-pants  decision 
making?  Not  quite.  There  is  a  recog- 
nizable strategy  behind  much  of  this 
conglomeration.  Jeffrey  Williams,  a 
professor  of  strategy  at  Carnegie-Mel- 
lon University,  praises  Westinghouse 
as  "a  very  good  example  of  a  company 
that  knows  itself,  its  skills  and  limita- 
tions." Williams  notes  Westinghouse 
has  abandoned  most  mass  markets 
(such  as  appliances)  and  shied  away 
from  tumultuous  and  fast-growing 
Schumpeterian  markets  in  favor  of 
building  businesses  in  "local  monop- 
olies." In  such  sectors,  a  complex 
product,  a  long-term  relationship 
with  the  buyer  or  other  factors  shield 
the  company  from  day-to-day  compe- 
tition— provided  it  performs.  Profits 
are  fairly  certain,  though  growth  po- 
tential may  be  limited.  It's  a  safe, 
middle-of-the-road  strategy,  but  nei- 
ther cowardly  nor  ill-considered. 

Look  at  Westinghouse's  Baltimore- 
based  $2.5  billion  (revenues)  defense 
business.  Talk  about  a  local  monopo- 
ly. Its  position  in  radar  is  already 
strong  (it  supplies  radar  for  the  BTB 
bomber  and  the  F-16  fighter).  And 
now  both  teams  of  airframe  manufac- 
turers vying  to  build  the  Advanced 
Tactical  Fighter  (Forbes,  May  4,  19S7\ 
have  chosen  it  as  a  subcontractor. 
Looking  ahead,  Westinghouse  in  1983 
began  analyzing  which  weapons  sys- 
tems would  survive  a  defense  spend- 
ing slowdown.  Its  picks:  undersea 
warfare  (sonar  and  torpedoes)  and 
electro-optical  technology  for  surrep- 
titiously identifying  targets.  Westing- 
house defense  chief  Richard  Linder 
predicts  his  unit  will  post  double-dig- 
it annual  sales  growth  through  1990. 

The  (  .pany  also  has  high  hopes 
for  its  largest  new  venture.  Westing- 
house is  bunding  a  new  "leg"  in  what 
seems  like  a  curious  area  for  such  a 
risk-averse  crew:  hazardous,  munici- 
pal, and  nuclear  waste.  "That  ought  to 
be  a  $1.5  billion  business  for  us"  in 
two  years  or  so,  says  Marous. 

sense   for   this   engi- 
mpany,  even  with  the  omni- 
messy  headlines,  lit- 
igation or  an  accident  that  could  do  to 
what  Three  Mile 
Jir  power.  The  com- 
all,  lias  legions  of  engi- 


neers with  experience  in  managing 
complex  projects  and  radioactive  ma- 
terial. With  utility  spending  on  major 
power  generation  projects  comatose, 
these  folks  need  work. 

With  this  talent  pool  and  a  few 
choice  acquisitions,  A.A.  Massaro, 
manager  of  Advanced  Industrial  Sys- 
tems (including  toxic  waste),  insists 
he  can  make  Westinghouse  the  leader 
in  chemical  waste  site  cleanups  and 
incineration.  Yes,  the  field  is  compet- 
itive, and  Westinghouse  is  a  relative 
newcomer.  But  it  has  already  acquired 
a  1,000-person  hazardous  waste  con- 
sulting firm  and,  through  a  joint  ven- 
ture, has  an  incinerator  licensed  to 
burn  PCBs.  Westinghouse  has 
jumped,  too,  into  the  fast-growing, 
and  also  competitive,  market  for 
plants  that  burn  municipal  trash, 
turning  the  trash  into  energy. 

Westinghouse  is  already  the  leading 
operator  of  facilities  within  the  De- 
partment of  Energy's  problem-ridden 
nuclear  weapons  production  system. 
Contracts  with  the  Energy  Depart- 
ment limit  profits.  But  these  facilities 
require  no  investment  from  Westing- 


house; the  contracts  are  long  ter 
and  the  work  keeps  Westinghouse 
the  technological  edge.  When  most  i 
the  100-plus  commercial  nucles 
power  reactors  in  the  U.S.  reach  rt 
tirement  age  after  the  turn  of  the  cer 
tury,  the  decommissioning/cleanu 
process  will  put  billions  in  business 
up  for  grabs  (Forbes,  Mar.  7).  Westinj 
house  should  be  ideally  positioned,  i 

Other  opportunities?  Chairma| 
Marous  is  determined  to  build  otht 
businesses  internally.  And  he's  kee 
to  acquire  more  properties  for  We: 
tinghouse  Broadcasting,  a  67-year-ol 
operation  that  now  runs  1 6  radio  an 
5  television  stations  (1987  opera  tin 
profit  of  $137  million  on  sales  of  $60 
million).  Westinghouse  has  so  fill 
been  reluctant  to  pay  the  high  mult  J 
pies  that  television  acquisitions  con 
mand  but  has  been  building  its  radij 
network. 

Here's  a  company  that  deserve: 
more  recognition.  In  recent  years  j 
hasn't  made  headlines.  But  it  ha! 
made  steady  money.  Now  it's  dete 
mined  to  show  it  can  keep  earning 
strong  while  it  grows  again.  ■ 


Ronald  Perelman  has  made  an  enormoiA 
fortune  for  himself  and  for  public  share 
holders  by  making  companies  better.  Bu 
then  there  s  Compact  Video.  I 

Everyone  into     | 
the  blind  pool 


By  Allan  Sloan 


IT  used  to  be  that  three-quarters  of 
a  billion  dollars  was  real  money.  A 
i corporation  couldn't  dream  of 
borrowing  that  much  money  unless  it 
was  laden  with  valuable,  unmort- 
gaged assets. 

But  that  was  before  original-issue 
junk  bonds  were  invented.  Which 
brings  us  to  Compact  Video  Inc., 
which  isn't  asset-rich,  or  rich  in  any 
way,  and  which  recently  had  a  market 
capitalization  of  under  $40  million. 
Yet  this  shell  was  raising  $750  mil- 
lion or  so  in  mid-March,  and  will 
probably  have  most  or  all  of  the  mon- 
ey by  the  time  you  read  this. 


Once    a    healthy    Forbes    up-an< 
comer  (Oct.  13,  1980)  that  manufa' 
tured  and  rented  out  videotape  truck 
Compact  had  to  borrow  $5  millicJ 
from  its  controlling  shareholder 
make  a  January  interest  payment,  ar. 
hasn't  made  a  profit  for  four  years.  I 

Why  would  anyone  in  his  rigl: 
mind  put  $750  million  into  Compa: 
Video?  The  answer:  Ron  Perelman. 

Perelman,  Compact's  controllii; 
stockholder,  has  in  the  past  ten  yea; 
run  a  borrowed  $1.9  million  into  i 
great  fortune.  We  estimate  that  hi 
100% -owned  MacAndrews  &  Forbi 
and  Revlon  are  worth  more  than  $5d 
million.  He's  one  of  the  brighte: 
lights  in  the  asset-shuffling  game. 
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).  Ronald  Perelman  contemplating  a  serious  case  (after  Sir  Luke  Fildes' 
Will  the  patient  make  it  to  the  recovery  room? 


"Tl)e  Doctor" ) 


Compact  says  it  will  use  its  new 
capital  to  make  an  acquisition. 
When?  What's  the  target?  Perelman 
and  his  associates  may  know,  but 
they're  not  talking.  That  makes  Com- 
pact a  quintessential  blind  pool — you 
put  up  your  dough,  and  trust  Perel- 
man to  make  good  use  of  it. 

It's  the  second  time  into  the  blind 
pool  for  Perelman.  In  July  of  1985,  just 
a  month  after  he  took  control  of  Pan- 
try Pride,  a  supermarket  chain  that 
had  recently  emerged  from  bankrupt- 
cy proceedings,  Perelman  raised  $770 
million  through  a  Drexel  Burnham 
„  Lambert  blind  pool  offering.  Shortly 
thereafter  he  successfully  raided  Rev- 
Ion,  and  took  it  private  last  spring. 

Perelman  is  no  mere  paper  shuffler. 
He  spots  a  valuable  business  obscured 
by  unwieldy  corporate  growths,  sells 
the  excrescences,  and  operates  and  ex- 
jj  pands  the  good  parts.  He  then  uses  the 
cash  flow  for  his  next  acquisition. 

The  Perelman  formula  has  worked 
beautifully  with  MacAndrews  & 
Forbes  and  Revlon,  but  has  been  a 
dismal  failure  at  Compact  Video.  And 
thereby  hangs  our  tale. 

Perelman  took  control  of  Compact 
Video  almost  inadvertently  in  1983, 
after  selling  it  part  of  his  newly  ac- 
quired Technicolor  Inc.  for  $12.5  mil- 


lion of  stock,  cash  and  notes.  "It 
didn't  take  long  for  Perelman  to  see 
the  company  [Compact]  was  going  no- 
where. We  were  worried  about  getting 
paid,"  says  Howard  Gittis,  vice  chair- 
man of  Perelman's  companies  and  his 
public  mouthpiece.  So  Perelman  de- 
cided to  run  the  company,  done  in  by 
a  real  estate  disaster,  himself. 

Perelman  tried  to  get  Compact  Vid- 
eo off  dead-center  by  selling  it  a  video- 
cassette  distribution  operation  and 
other  video-related  businesses  he  con- 
trolled. "We  were  trying  to  get  the 
company  to  critical  size,  so  it  could  do 
something,"  Gittis  says.  In  1986,  try- 
ing to  reach  that  mass,  Perelman  sold 
Pantry  Pride's  420-store  Brooks  Drugs 
operation  to  Compact  for  $80  million 
in  cash  and  a  $15  million  note.  That 
note  will  play  a  big  role  in  the  story 
we  are  about  to  tell. 

In  contrast  to  Perelman's  other  en- 
terprises, which  have  been  blessed, 
Compact's  businesses  bombed.  With 
videocassette  distribution  increasing- 
ly dominated  by  big  film  studios, 
Compact  had  either  to  start  making 
movies,  as  Vestron  Video  has  done,  or 
get  out.  It's  getting  out. 

Brooks  Drugs  never  did  well,  either. 
So  Compact  remained  a  public  monu- 
ment to  Perelman's  fallibility.  The 
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stock,  trading  in  the  5s  and  6s  when 
Perelman  bought  in,  has  drifted  down, 
except  for  occasional  spurts  on  ru- 
mors that  Perelman  would  work 
some  magic.  After  Black  Monday, 
Compact  traded  in  the  2s  and  3s  until 
announcing  on  Feb.  11  that  it  was 
going  hunting.  The  stock  promptly 
doubled. 

Why  doesn't  Perelman  just  liqui- 
date the  company  and  go  home?  "We 
didn't  want  you  to  be  able  to  write 
that  we  left  the  shareholders  sitting 
out  there,"  Gittis  says.  He  smiles 
when  he  says  it.  More  to  the  point, 
Compact  has  about  $24  million  in 
tax-loss  carryforwards.  And  Perel- 
man, in  subtle  ways,  is  apparently 
acquiring  lots  of  stock  cheaply. 

Gittis  says  that  shareholders  who 
have  bought  stock  in  companies  con- 
trolled by  Perelman  have  done  very 
well — and  he's  right.  If  you  bought 
Cohen-Hatfield  Industries  at  $4  in 
mid- 1978  when  Perelman  took  con- 
trol and  hung  on  until  he  took  the 
renamed  MacAndrews  &  Forbes  pri- 
vate at  $56  in  early  1984,  your  com- 
pounded annual  return  was  58%  (pre- 
tax). If  you  bought  Pantry  Pride  at  $4 
when  Perelman  took  over  in  June 
1985  and  held  until  he  took  it  private 
two  years  later  at  $20.10,  your  return 
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was  125%  a  year.  In  all,  we  figure  the 
public  has  made  more  than  $400  mil- 
lion being  Perelman's  partner. 

So  should  you  rush  out  to  buy  Com- 
pact shares?  Only  if  you  have  blind 
faith  and  don't  care  if  Perelman  buys 
you  out  cheaply  at  the  end. 

Consider  some  little-known  as- 
pects of  Perelman's  record. 

In  the  case  of  MacAndrews  &. 
Forbes,  Perelman  first  offered  $48  a 
share,  bumped  it  to  $53.25  and  finally 
had  to  pay  $56  to  get  a  fairness  opin- 
ion. Even  then,  Perelman  needed  the 
providential  entrance  of  First  Execu- 
tive Corp. — like  Perelman,  a  big  play- 
er in  the  junk  bond  game — to  get  the 
necessary  shareholder  votes. 

What's  more,  two  very  determined 
shareholders — the  Lindner  Fund  and 
the  Ruane,  Cunniff  &  Co.  money 
management  firm — got  a  fat  $85  a 
share  to  settle  an  appraisal  suit.  Even 
though  most  of  that  $29  premium  was 
called  interest,  the  $85  price  suggests 
strongly  that  other  holders  got  taken. 

Perelman  had  to  increase  his  Rev- 
Ion  offer  to  get  approval.  And  he 
forced  out  minority  holders  in  Tech- 
nicolor at  what  turned  out  to  be  a  very 
cheap  price. 

Let's  get  back  to  that  $15  million 
Compact  Video  note  that  Revlon 
holds.  Gittis  told  us  that  Perelman 
will  convert  $10  million  of  the  note  to 
stock  so  that  a  redemption  provision 
in  the  $80  million  of  junk  bonds  Com- 
pact issued  in  1986  won't  be  triggered. 

Given  the  money  the  company  is 
raising,  why  should  Compact  sell 
shares  to  Perelman  now  to  avoid  re- 
deeming $12.5  million  of  123/4% 
bonds?  Especially  since  the  bonds 
may  have  to  be  redeemed — or  the  in- 
terest raised — for  technical  reasons. 

The  conversion  price  assumed  in 
Compact's  financial  statements  is 
$4.75  a  share.  But  the  stock's  market 
price  when  we  saw  Gittis  was  over  $6. 
From  where  we  sit,  converting  the 
note  to  stock  at  $4.75  looks  like  a 
sweetheart  deal  for  Perelman. 

Last  '  ">  1 1  Perelman  was  understand- 
aUy  outraged  when  Salomon,  Inc. 
sold  $"'  nillion  of  new  convertible 
preferred  to  Warren  Buffett  on  ex- 
tremely I  .able  terms  (Forbes,  Oct 
19,  ,,;  is  part  of  a  move  to  escape 
Perelman's  mbrace,  Perelman  of- 
fered lomon  more  than  Buf- 
fett, bu  huffed. 

Con  his   outrage   at   Salo- 

mon, vri  an,  that  champion  of 

aggra  stockholders,    step 

aside  i.  offers  better  terms 

forth*  I  Compact  Video 

conven;  red  he's  buying! 

Nop-  ic,  Gittis  says  the 

conversion  will    be    based   on 


book  value  (about  $3.25)  and  on  the 
market  price  (about  $3)  before  Com- 
pact announced  it  was  going  raiding. 
Not  on  current  prices?  Replies  Gittis: 
"There  has  been  an  artificial  runup. 
We  can't  be  influenced  by  that." 

Why  is  it  wrong  for  Salomon  to 
make  a  cushy  private  deal,  but  not  for 
Perelman?  Gittis'  answer:  Perelman 
is  a  large  part  of  what  buyers  are 
counting  on  when  they  buy  Com- 
pact's paper.  No  Perelman,  no  deal. 

This  attitude  is  the  key  difference 
between  the  old  Perelman  deals  and 


today's  deal.  The  public  owned  a] 
proximately  two-thirds  of  Cohen 
Hatfield  and  Pantry  Pride,  and  coul< 
buy  on  pretty  much  the  same  terms  a 
Perelman.  This  time  Perelman  is  us 
ing  his  reputation  as  a  genius  to  get . 
much  better  deal  than  public  share 
holders  get. 

In  the  earlier  deals,  Perelman  tool 
roughly  the  same  risks  public  stock 
holders  did.  Perelman  is  under  no  oh 
ligation  to  give  the  public  that  kind  c 
shake  again — and  he  sure  isn't  doin 
it  this  time.  ■ 


India,  for  all  its  troubles,  has  been  a  mod 
est  borrower  and  has  kept  inflation  unde) 
relative  restraint.  But  is  it  now  about  to  gc 
the  way  of  Latin  America — and  for  star 
tlingly  similar  reasons? 

Rajiv's  mounting 

woes 


By  Pranay  Gupte 


F|or  decades  India  prided  itself 
on  the  fact  that,  almost  alone 
among  major  developing  coun- 
tries, it  had  not  piled  up  major  foreign 
debts.  That  is  changing  fast.  Since  Oc- 
tober 1984,  when  Rajiv  Gandhi  be- 
came prime  minister,  India's  foreign 
debt  has  grown  from  $23  billion  to 
$35  billion. 

Talat  Ansan,  a  handsome,  amiable 
New  Delhi  lawyer,  was  recently  hired 
by  the  Park  Avenue  law  firm  of  Kelley 
Drye  &  Warren  to  advise  American 
clients  wishing  to  do  business  in  Asia. 
These  days,  however,  the  37-year-old 
Indian  spends  more  of  his  time  dis- 
cussing the  implications  of  India's 
mounting  foreign  debt. 

India  is  already  the  fifth-biggest 
Third  World  debtor  country  (after  Bra- 
zil, Mexico,  South  Korea  and  Argenti- 
na), with  most  outstanding  loans  to 
multilateral  institutions  but  an  in- 
creasing portion — some  18%  current- 
ly— owed  to  commercial  sources. 

The  government  says  that  the  cost 
of  servicing  the  external  debt  was  over 
$2  billion  last  year,  roughly  22%  of 
India's  1986-87  export  revenues.  An- 
sari  believes  that  debt  service  is  likely 


to  be  higher  this  year. 

Add  to  this  the  government 
mounting  domestic  debt  (about  $12 
billion),  and  the  administration  j 
faced  with  estimated  total  arum* 
debt  costs  amounting  to  almost  35°i 
of  its  current  annual  revenues  of  $32. 
billion.  By  comparison,  debt  servic 
eats  up  an  estimated  16%  to  21%  i 
U.S.  government  revenues. 

The  prospects  are  for  even  moi 
debt:  Gandhi's  new  budget,  unveilt 
on  Feb.  29,  proposes  $5.3  billion  i 
new  domestic  debt  and  $2.8  billion  i 
foreign  borrowings. 

Selling  the  domestic  debt  securitu 
is  no  great  problem,  although  the  wa 
it  is  done  piles  up  future  problem 
Indian  banks  were  nationalized  by  Ii 
dira  Gandhi  nearly  20  years  ago  ar 
are  therefore  a  captive  market  for  go- 
ernment  paper.  Long-term  bonds- 
some  tax  free — are  also  sold  to  tq 
public  at  rates  up  to  14%  annually. 

This  is  the  kind  of  debt  creatioi 
especially  when  combined  with  pr 
lific  money  printing,  that  can  lead  i 
runaway  inflation.  By  the  Indian  go 
ernment's  own  admission,  the  infl 
tion  rate  today  is  9.8%.  Some  priva 
economists,  however,  view  that  fi 
ure  with  skepticism,  claiming  th 
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Sieve  McCurTV/Gamma-Liaison 


Indian  farmer  at  work 

How  much  public  waste  can  the  private  sector  bear? 


double-digit  inflation  is  already  upon 
India.  A  prominent  New  York-based 
Indian  businessman,  Mohan  Shah, 
says  that  the  "days  of  100%  inflation 
may  not  be  so  far  away." 

The  root  cause  of  the  constant  debt 
creation  and  rising  inflation  is  the 
same  as  in  Latin  America  and  Israel:  a 
highly  unproductive  public  sector, 
supported  by  a  hardworking  but  ham- 
strung private  sector;  mounting  de- 
fense spending  ($10  billion  for  1988, 
an  increase  of  $800  million  from 
1987);  a  sprawling,  sluggish  bureau- 


million  tons.  The  strategic  state  of 
Punjab  is  victimized  by  Sikh  terror- 
ists. The  Indian  army  is  bogged  down 
against  Tamil  separatists  in  Sri  Lan- 
ka, an  exercise  costing  India  an  esti- 
mated $5  million  and  perhaps  a  dozen 
military  casualties  daily. 

In  spite  of  this,  India's  overall  eco- 
nomic record  has  been  excellent.  Its 
onetime  colonial  economy  is  today 
the  world's  tenth-largest  industrial 
producer,  largely  because  its  talented 


and  energetic  business  people  keep 
the  private  sector  prosperous.  The 
production  of  manufactured  goods 
rose  in  1987  by  nearly  10%  over  the 
previous  year.  Exports — of  jewelry, 
shoes,  textiles,  small  cut  and  polished 
diamonds,  and  chemicals — exceeded 
$10  billion  last  year,  a  significant  im- 
provement over  the  previous  year. 

Intrigued  by  the  potential  market 
among  800  million  Indians  and  the 
huge  country's  barely  tapped  pool  of 
manpower  and  talent,  Japanese  busi- 
ness has  recently  beefed  up  its  pres- 
ence with  a  $500  million  loan  com- 
mitment to  three  thermal  power  proj- 
ects. The  Gandhi  government 
welcomes  foreign  investment  in 
chemicals,  heavy  machinery,  high- 
technology  goods,  agro-industries, 
telecommunications  and  drugs.  But 
now  some  of  the  foreigners  are  having 
second  thoughts. 

Rajiv  Gandhi  is  well  aware  that  the 
country's  economic  hopes  lie  in  the 
private  sector.  But  the  former  airline 
pilot  lacks  the  political  will  and  clout 
necessary  to  tackle  the  bloated,  privi- 
leged bureaucracy.  With  the  current 
drift,  the  Indian  economic  miracle 
could  degenerate  into  a  nightmare  of 
inflation,  unpayable  foreign  debts  and 
rising  unrest.  ■ 


cracy;  and  a  national  leadership  that    ft  wa$  sucfj  an  inSpiratiOTial  htMlCm  iUtCT- 

knows  state  ownership  of  industry  is  * 

a  disaster  but  lacks  the  political  com-  est  story  that  a  lot  of  the  media  bought  it. 

age  to  tackle  the  mess.  _^      7       •  ' 

Since  India  won  independence  from     \j7ltV  it  ZVOSft  t  tTVi6. 

the  British  in  1947,  the  government, 
under  the  intellectual  influence  of 


British  socialists,  invested  more  than 
$40  billion  in  some  250  public-sector 
companies.  The  net  annual  return  on 
this?  Barely  6%  pretax,  according  to 
Ansari.  A  recent  government  esti- 
mate showed  that  of  189  state-owned 
companies  surveyed,  only  96  reached 
75%  of  capacity  utilization;  48  com- 
panies did  not  even  achieve  a  50% 
productivity  target. 

But  instead  of  privatizing,  the  gov- 
ernment's seventh  Five-Year  Plan 
(which  began  in  1985)  provides  for 
additional  investment  of  $138  billion 
in  public-sector  enterprises.  "That's  a 
big  white  elephant  out  there,  doing 
very  little  of  value,"  says  Ansari. 

All  this  casts  a  dark  cloud  over  the 
high  hopes  that  many  private  U.S. 
companies  had  for  investing  in  India, 
which,  under  Rajiv  Gandhi,  has  been 
more  hospitable  to  foreign  invest- 
ment than  preceding  governments. 
Add  to  this  mounting  domestic  prob- 
lems. A  recent  drought  is  expected  to 
shave  between  7%  and  10%  from  the 
1986-87  food-grain  production  of  144 


"I  went  to  Harvard 
with  Liza" 


By  Steve  Weiner 
and  Janis  Bultman 


I't  read  like  one  of  those  "town 
that  wouldn't  die"  stories  with  be- 
inevolent  state  and  local  govern- 
ments helping  out,  kindly  bankers  do- 
ing their  share,  and  a  nice  twist — the 
hero  was  a  heroine,  a  young  executive 
undaunted  by  the  company's  wretch- 
ed condition.  Among  those  that  bit 
with  glowing  accounts  were  Fortune, 
NBC's  Today  program  and  the  Chicago 
Tribune. 


But  the  real  story  was  a  good  deal 
different  from  the  published  one. 
Canton  Industrial  Corp.  is  in  Chapter 
11,  owing  creditors  around  $1.4  mil- 
lion and  leaving  investors  with  stock 
worth  about  7  cents  on  the  dollar.  "I 
wish,"  says  chairman  and  early  inves- 
tor Joseph  L.  Driscoll  Jr.,  "I'd  never 
gotten  involved  with  any  of  it." 

For  65  years  International  Harvest- 
er Co.,  now  known  as  Navistar,  oper- 
ated the  metalworking  plant  at  Can- 
ton, 111.,  25  miles  southwest  of  Peoria. 
At  its  peak  it  employed  2,300  people, 
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turning  out  farm  imple- 
ments. In  1983  Harvester 
said  it  would  sell  or  close  the 
factory. 

Canton's  search  for  a  sav- 
ior turned  up  Driscoll,  a  for- 
mer Marine  pilot  and  then 
owner  of  Cleveland-based 
Empire  Plow  Co.,  and  his 
partner,  retired  steel  execu- 
tive Carl  Ablon.  The  city  of- 
fered $800,000  in  low-inter- 
est loans  funneled  from  state 
and  federal  development  in- 
centive programs.  Local 
banks  assembled  a  $1.5  mil- 
lion line  of  credit.  It  thus  cost 
Driscoll  and  Ablon  just 
$200,000  of  their  own  money 
in  mid- 1984  to  control  assets 
booked  at  more  than  $1.2 
million  and  worth,  in  liqui- 
dation, probably  far  more. 

Alas,  Canton  Industrial 
had  few  customers  and  poor 
prospects.  Its  losses  in  1985 
hit  $1.25  million  on  sales  of 
$373,000.  But  Dnscoll's  gov- 
ernment lenders  were  not  in- 
terested in  a  liquidation,  and 
Driscoll  realized  that  to  sell 
Canton  again  he  needed  to 
convince  the  banks  that 
somehow  new  owners  had  a 
better  chance  of  prospering 
than  he. 

Driscoll  found  the  answer 
in  Elizabeth  Foley,  then  a  33- 
year-old  analyst  in  the  buying  depart- 
ment of  J.I.  Case,  the  Tenneco  divi- 
sion that  purchased  Harvester's  farm 
business  in  1985.  Foley  was  ambi- 
tious and  brassy,  though  otherwise 
without  credentials  to  run  a  business. 

Nonetheless,  Driscoll  convinced 
everyone  that  if  she  bought  the  busi- 
ness, Canton,  as  a  woman-owned  en- 
terprise, would  be  eligible  for  pnonty 
treatment  in  federal  government  con- 
tract awards.  One  small  problem: 
Driscoll  was  mistaken.  There  is  no 
such  required  priority  treatment 
Government  agencies  are  merely  "en- 
couraged" to  give  some  business  to 
woman-owned  enterprises;  some  do 
and  some  don't. 

But   no   one   in   Canton   checked 
With  official  approval,  Foley  bought 
<rom  Driscoll  and  Ablon 
1985  for  $10,000  cash 
ind  five-year  notes  for 
nth  later,  to  give  Can- 
ton a  s  to  male  presence,   she 
to  another  unquali- 
fied in  lot  Schleich,  then 
contr  »i  ;ji   >unk.  Schleich 
paid  ju  a  note  for  $19,500 
:  ccame  chief  finan- 
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Elizabeth  Foley,  (  <i>ucjh  Industrial's  former  chief 
"I'm  proud  of  what  I  did.  I  never  lied  to  anyone 


Foley  quickly  hired  a  Washington, 
D.C.  public  relations  firm  to  trumpet 
the  story  of  the  heroic  manufacturing 
executive  who  was  saving  Canton. 
She  was  none  too  careful  with  the 
facts.  She  told  reporters,  for  instance, 
that  she  had  a  Harvard  MB. A.  (she 
didn't)  and  embellished  her  ten-year 
Harvester  career  to  make  it  sound  as  if 
she  actually  held  a  top  executive  job. 
She  forecast  1987  sales  of  $15  million 
to  $17  million,  quadruple  the  actual 
result,  as  it  turned  out. 

"She  came  on  as  a  ray  of  new  hope," 
says  Canton  Mayor  Don  Edwards,  but 
the  honeymoon  was  brief  Workers 
whose  wages  were  reduced  50%  from 
Harvester  days  grumbled  about  Fo- 
ley's frequent,  first-class  airline  trips. 
Only  two  government  contracts,  to- 
taling a  tiny  $400,000,  were  won.  Fo- 
lev  tailed  to  consolidate  operations 
inside  the  cavernous  1.3  -million- 
square-foot  plant.  She  tended  to  avoid 
small  jobs  that  could  keep  the  factory 
humming  and  took  on  some  it  was 
obviously  ill  equipped  to  handle,  like 
making  parts  far  larger  than  anything 
Canton  had  previously  produced. 

The  image  continued  to  shine,  even 
though  the  reality  was  tawdry.  Foley 


sold  the  public  1.37  million 
shares  of  stock  in  1986  and 
again  in  1987,  raising  about 
$5  million  and  reducing  her 
stake  to  51%.  Investment' 
bankers  weren't  fooled;  none 
would  underwrite  the  issues, 
so  the  stock  was  peddled  for  a 
fee  by  small  local  brokerages 
rounded  up  by  the  company. 
Prospectuses  for  each  issue 
minimized  Foley's  lack  ol 
management  experience  and 
exaggerated  her  capacity  tc 
win  government  jobs.  Both 
issues  went  out  at  $2  a  share, 
rising  to  $4.75  as  recently  as 

1986.  Canton  townsfolk 
plunked  down  $250,000  tc 
back    the    home    team.    In 

1987,  despite  big  losses,  Fo 
ley  raised  her  own  salary 
from  $60,000  to  $95,000. 

Foley's  game  ended  in  De 
cember,  when  the  city  anc 
bankers  belatedly  forced  hei 
and  Schleich  to  resign  and  tc 
turn  over  their  54%  stake  ad 
collateral  on  the  loans.  By 
then,  Canton's  losses  since 
July  1984  totaled  nearly  $5 
million;  in  the  first  nine 
months  of  1987,  losses 
reached  $1.9  million  on  reve 
nues  of  less  than  $3.9  mil 
lion.  Canton's  stock  is| 
quoted  at  HVi  cents  bid,  21 
cents  asked.  Foley,  busted 
moved  in  with  her  parents  in  Florida 
Schleich  became  assistant  controllei 
of  another  bank.  Canton  Industrial 
filed  for  protection  against  creditors 
under  Chapter  11  in  February.  Some 
200  people  are  still  employed  at  ar, 
average  public  cost  per  job  of  $54,000 
Still,  the  old  plant  isn't  dead  yet 
Nelson  Carlo,  owner  of  Abbott  Prodj 
ucts,  a  Chicago-based  maker  of  equip 
ment  such  as  gun  racks  and  missile 
containers,  says  he  may  buy  a  major 
ity  stake  in  Canton  Industrial.  Carlo| 
a  Puerto  Rican,  expects  to  win  govern 
ment  business  because  of  the  law  set 
ting  aside  5%  of  defense  spending  fo 
minority-owned  businesses. 

Driscoll,  40,  now  a  consultant  an 
columnist  in  Monterey,  Calif.,  an 
Ablon,  70,  both  seem  resigned  to  th 
fact  that  they  are  most  unlikely  to 
collect  on  their  notes  from  Foley.  'T: 
proud  of  what  I  did  there,"  Foley  stil 
says  of  her  record  at  Canton.  "I  neve 
lied  to  anyone.  I  never  promisee 
things  that  couldn't  materialize." 

Townsfolk,  meanwhile,  seem  tc 
have  kept  all  this  in  rueful  perspec 
tive.  Some  cars  around  town  spor 
bumper  stickers  that  read:  "I  went  t( 
Harvard  with  Liza."  ■ 


FORBES,  APRIL  4,  1988 


Thousands  of  Swedish  investors  wish  they 
had  never  heard  of  Cornell's  Thomas  Gold 
and  his  theories  about  oil  and  gas. 


A  tulip  wilts 
in  Stockholm 


By  Peter  Fnhrman 


Nils-Erik  Sandberg  of  the  aptly  named  Anathema  Oil 
He  alone  profits  from  Sweden's  energy  problems. 


Gerd  George 
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T|  his  is  a  sad  story  about  a  reck- 
less national  energy  policy,  an 
ambitious  American  scientist,  a 
sharp  stock  promoter  and  thousands 
of  Swedish  suckers  who  lost  their 
shirts. 

The  foolhardy  energy  policy  is  Swe- 
den's decision,  made  in  1980,  to  shut 
down  all  12  of  its  nuclear  reactors 
permanently  by  2010  (the  first  will  be 
shuttered  in  1995).  Seven  of  these  re- 
actors, which  produce  nearly  40%  of 
the  country's  electricity,  are  managed 
by  Vattenfall,  Sweden's  government- 
owned  electric  utility.  Sweden  has 
practically  no  fossil  fuel  reserves.  So 
how  will  Vattenfall  replace  the  energy 
it  now  gets  from  nuclear? 

Enter  Thomas  Gold,  professor  of  as- 
tronomy at  Cornell  University.  Gold, 
67,  has  spent  his  life  challenging  con- 
ventional theories  on  the  origins  of 
the  stars  and  planets.  His  successes, 
though  not  very  numerous,  have  been 
notable.  Gold  was  the  first  to  predict 
both  the  existence  of  the  rapidly  rotat- 
ing stars  known  as  pulsars  and  the 
granular  rock  surface  of  the  moon.  "I 
enjoy  shaking  the  scientific  commu- 
nity by  the  neck,"  says  Gold,  with  a 
faint  accent  from  his  native  Austria. 

In  1975  Gold  began  promoting  an 
alternative  explanation  for  the  origin 
of  oil  and  gas  reserves.  According  to 
Gold,  oil  and  gas  are  far  too  plentiful 
to  have  come  from  decomposing  or- 
ganic material,  the  conventional  ex- 
planation. Instead,  oil  and  gas  must 
originate  deep  in  the  core  of  the  earth, 
where  a  limitless  supply  lies  waiting 
for  anyone  willing  to  drill  a  deep 
enough  hole. 

Gold  set  out  to  raise  money  to  test 
his  theory,  with  no  luck.  Explains 
John  C.  Winters,  a  petroleum  geo- 
chemist  with  Amoco:  "Congress,  the 
White  House  and  all  the  top  scientists 
and  geologists  have  looked  at  Gold's 
idea  and  turned  it  down.  Every  scien- 
tific fact  is  against  him." 

But  Gold  had  friends  across  the 
ocean.  In  December  1983  he  was  in- 
vited to  Stockholm,  where  he  present- 
ed his  ideas  to  the  chief  scientists  at 
Vattenfall.  Gold  pointed  to  the  pine- 
forested  region  surrounding  Siljan 
Lake,  a  favorite  Swedish  summer  re- 
sort 150  miles  north  of  Stockholm. 
More  than  350  million  years  ago,  he 
noted,  a  meteor  crashed  into  the  area, 
creating  the  lake  and  fracturing  the 
granite  several  miles  below  the  sur- 
face. According  to  Gold,  a  tremen- 
dous volume  of  oil  and  gas  from  the 
earth's  mantle  had  migrated  into 
these  fractures. 

Excited  by  Gold's  bold  theory,  Vat- 
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Tntro(h(iTg:BPAmerica. 
JLTo  make  all  the  parts  rur 
smooffiktates  mane  than 

1  • 1   A  1  #1 

a    I'll  1   I  /~\    f\i  BP  America  is  the  dramatic  synthesis  of  two  very  complement; 

If-1   (    II  companies. 

J-I.^Wi.^/   X^fJJLm  BR  the  original  developer  of  oil  in  the  Middle  East  and  the 

North  Sea,  is  known  as  a  great  explorer  and  producer. 

Standard  Oil,  the  original  Standard  Oil  Company  founded  118  years  ago  by  John  D.  Rockefellei 
recognized  as  an  outstanding  refiner  and  marketer. 

Together,  these  skills  provide  the  best  of  both  worlds  in  the  volatile  business  of  oil. 
But  this  balance  of  oil  expertise  is  not  the  only  benefit.  A  focused  diversity  of  other  businesses 
helps  to  balance  BP  America's  total  corporate  portfolio. 

Today,  BP  America,  located  in  Cleveland,  Ohio,  is  a  major  partner  in  a  global  enterprise.  Its  fut 
will  be  shaped  by  the  combined  strengths  of  two  great  companies. 
It  is  the  best  of  both  worlds. 


Every  day.  BPAmenca  pumps 
more  than  800.000  barrels  of 
crude  oil  and  natural  gas 
liquids  Our  net  proven  reserves 
now  total  more  than  2.9  billion 
barrels  And  the  search 
continues  for  new  oil  in  Alaska, 
California,  and  the  Gulf 
of  Mexico 


Our  Old  Ben  Coal  subsidiary  supplies  electric  utilities  and 
other  major  customers  with  a  dependable  source  of  energy 
New  state-of-the-art  mining  equipment  is  lowering 
our  costs 


Acrylonitnle,  acetic  acid,  and  ammonia  are  basic  chemicals 
used  by  industries  as  diverse  as  textiles,  plastics,  paints 
and  agriculture  BPAmenca  is  a  major  producer  and 
marketer  ot  these  and  other  chemicals 


BPAmenca  owns  50%  of  the  800-mile  Trans  Alaska  pipeline  Within  the  Lower  48  States,  we  use  a  network  of  more  than  11,400  miles  of  pipeline,  owning  dire< 
more  than  2,300  rmips  We  also  operate  a  large  fleet  of  U  S  -flag  tankers,  bringing  oil  from  Alaska  to  ports  on  the  West  Coast  and  the  Gulf  of  Mexico. 


America  is  the  nation's  largest  supplier  of  bunker  fuels  to  the  marine  industry  We  have  terminals  in  most  major 
.  seaports.  We  also  provide  fuel  to  domestic  and  international  airlines  at  more  than  70  airports  across  the  country. 


BPAmerica  sells  gasoline  and  diesel  fuel, 
lubricants,  natural  gas,  and  many  other 
petroleum  products.  Prime  brand  names 
areSohio."  Boron'  BP,"  and -in  eight 
southeastern  states  -Gulf"  Retail 
outlets  include  1,400  owned  and  operated 
service  stations  and  6,700  other  retail 
stations. 


America's  refineries  are  exceptionally 
ductive  and  last  year  operated  at  92% 
acity,  compared  with  an  industry 
I  rage  of  83%. 


Our  lightweight  composites,  and  other  advanced  material 
technology,  are  finding  a  ready  market  in  aerospace,  automotive, 
and  marine  industries.  And  we  are  an  innovator  in  high- 
temperature  structural  and  electronic  ceramics. 


BP  AMERICA 

THE  BEST  OF  BOTH  WORLDS 
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tenfall's  scientists  convinced  the  Vat- 
tenfall  board  to  spend  $4  million  for 
preliminary  work  on  drilling  a  deep 
hole  at  Siljan.  (Chicago's  Gas  Re- 
search Institute  contributed  another 
$4.3  million  to  the  project,  plus 
$640,000  to  Thomas  Gold  personally.) 
The  Swedish  government  gave  its 
approval  but  stipulated  that  Vatten- 
fall  find  outside  investors  to  fund  the 
drilling.  Vattenfall  tried  to  sell  45%  of 
the  venture's  equity  to  Swedish  insti- 
tutions for  $16  million,  but  the  insti- 


tutions balked. 

Enter  now  our  stock  promoter: 
Nils-Erik  Sandberg,  48,  who  was 
working  as  the  marketing  director  for 
Sweden's  music  royalties  company. 
Sandberg  formed  a  holding  compa- 
ny— Anathema  Oil — which  bought  10 
unsold  shares  in  the  Vattenfall  drill- 
ing venture  for  $166,000  each.  Sand- 
berg then  split  each  share  into  175 
shares  and  began  retailing  them,  as 
Anathema  Oil  stock,  to  Sweden's 
public  investors  on  Stockholm's  unof- 


Photos  bv  Rune  Borgtfro: 


The  drill  site  at  Siljan  Ixike 

Futile  search/or  a  limitless  supply  of  oil. 


ficial  and  unregulated  third-tier  stoc 
market.  Helping  Sandberg's  market 
ing  effort  was  a  Vattenfall  prospectu 
that  estimated  the  size  of  the  Siljai 
gas  field  at  800  billion  cubic  meters  c 
gas,  worth  $100  billion  at  curren 
prices — over  $12,000  per  Swede.  Als< 
helping  was  a  credulous  cover  stor 
about  Gold's  theory  in  Atlantic  Month! 
magazine. 

The  buying  panic  was  on.  Anathe 
ma  shares  issued  in  April  1986  at  Ki 
10,000  ($1,700)  climbed  to  Kr.  60,001 
within  four  months.  In  Novembe 
Sandberg  engineered  a  14-for-l  stocl 
split  for  shareholders  willing  to  pon; 
up  another  Kr.  8,000.  This  very  un 
Swedish  delirium  crested  in  Marcl 
1987  when  the  American  drilling  su 
pervisor  at  Siljan  mistakenly  state( 
on  Swedish  television  that  a  massivt 
reservoir  had  been  located.  Anathem; 
shares  were  boosted  momentarily  to ; 
presplit  equivalent  of  Kr.  107,001 
($17,800). 

"I  could  have  sold  thousands  mon 
shares,"  glows  Sandberg  from  his  tin} 
office  above  a  rundown  shopping  mal 
in  Stockholm's  western  suburbs.  Re 
calls  one  of  Vattenfall's  consulting 
scientists:  "It  was  sold  to  investors  a: 
a  virtual  sure  thing." 

Which,  of  course,  was  the  last  thin$ 
it  was. 

In  July  1986,  17  American  dril, 
workers,  under  contract  from  a  now 
defunct  Oklahoma  City  drilling  com 
pany,  began  drilling  into  the  granite  ai 
Siljan.  The  following  March  a  me- 
chanical accident  at  the  drill  site  tem- 
porarily halted  the  drilling.  Repairs 
cost  $3  million  and  swallowed  up  the 
project's  reserves.  Drilling  had 
reached  20,000  feet — the  deepest  hole 
dug  in  granite  in  the  Western  World — 
but  there  was  still  no  sign  of  the  oil 
and  gas.  Dig  deeper,  deeper,  exhorted 
Professor  Gold. 

In  August,  Vattenfall  announced 
that  its  U.S.  drilling  contractor  was 
bankrupt.  On  Sept.  1,  with  $30  mil- 
lion spent,  drilling  ceased.  Anathemai 
shares  nose-dived  and  are  now  trad- 
ing, occasionally,  at  Kr.  900,  well  be- 
low their  split-adjusted  offering  price. 

"It  is  imperative  to  continue  dril- 
ling," insists  Gold.  "The  prospects  for 
finding  an  enormous  commercial  de- 
posit are  still  good."  Vattenfall's 
board  is  now  appealing  to  the  Swedish 
government  for  permission  to  raise  a 
further  $5  million,  to  drill  down  an- 
other half-mile.  Hans  Rode,  Director 
General  of  Sweden's  National  Energy 
Administration,  shakes  his  head  in 
bewilderment  at  this  triumph  of  hope 
over  experience:  "They  will  not  ac- 
cept the  fact  that  there  is  no  commer- 
cial deposit  to  be  found."  ■ 
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Why  27,454  firms 

depend  on 

Tiffany's  Corporate  Division* 


A  celebrated  design  staff  that  can 

create  one-of-a-kind  masterpieces  for  your  most 

important  customers  and  employees. 

Perhaps  the  oldest  and  largest 
corporate  gift  division  in  the  U.S. 

Tiffany's  distinctive  blue  box. 

A  custom-tailored  service 

recognition  program  to  reward  your  employees 

for  longevity  of  service. 

Exclusive  Tiffany  sales  incentive  gifts 
that  recipients  cherish  forever. 

Tiffany  corporate  dining  accessories. 

China,  flatware  and  crystal  that 

carry  your  firm's  logo. 

Unique  awards  like  the  Super  Bowl  Trophy 
and  so  many  others. 

A  professional,  multilingual  staff. 

Large  inventories  to  insure 
that  the  business  gifts  in  our  catalogue 
are  always  in  stock. 


An  account  executive  who 

takes  personal  pride  in  serving  all 

your  business  needs. 

Multiple  order  capability 

nationwide,  worldwide.  To  receive 

a  catalogue,  open  an  account  or  place  an 

order,  simply  call  800-423-2394. 


Tl  FFANY  &  CO. 


NEWYORK     BEVERLYHILLS     CHICAGO     DALLAS     HOUSTON     PHILADELPHIA 
SOSTON     ATLANTA     SAN  FRANCISCO     WASHINGTON  DC     DETROIT  ©  T&.CO.  I98J 


"This  is  the  city  that  never 

sleepsSo  why  does  our  telex 

room  go  to  bed  at 5?" 
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You  know  the  feeling.  You've  worked  way 
past  closing  time.  The  report  is  finally 
finished  and  the  Sydney  office  wants  it 
immediately.  They  can't  wait  any  longer.  But 
it  looks  like  they're  going  to  have  to.  The 
telex  room  is  closed. 

It  seems  like  a  no-win  situation.  But 
there  is  a  solution.  Fax  your  report  to  Sydney. 

Faxed  over  the  AT&T  Worldwide  Intelli- 
gent Network,  an  exact  copy  of  your  report 
will  arrive  almost  immediately.  And  unlike 
telex,  you  can  rest  assured  that  they're 
receiving  exactly  what  you  sent.  Because 
today,  there's  no  time  for  misunderstanding. 

From  meeting  deadlines,  to  sharing 
information  with  overseas  clients,  Fax  can 
help  you  manage  the  way  you  do  business. 
For  more  information  on  Fax,  call  AT&T  at 
1  800  222-0400,  Ext.  356. 

Fax.  When  you  think  about  it,  is  there 
any  other  way  to  do  business? 

From  equipment  to  networking, 
from  computers  to  communications, 
AT&T  is  the  right  choice. 


AT&T 

The  right  choice. 
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The  Up  &  Comers 


Mary  Garvey  wagered  over  a  million  bucks 
on  the  proposition  that  busy  people  will 
pay  premium  prices  for  their  groceries  in 
return  for  saving  time. 

What  price 
convenience? 


By  Fleming  Meeks 


Mary  Garvey 
Inatiy  discouraged,  and  1  was  eternally  optimistic. 


WHAT  WITH  HOLDING  down 
jobs,  caring  for  the  kids, 
cleaning  the  house  and  meet- 
ing friends  for  squash,  a  lot  of  modern 
American  couples  have  trouble  mak- 
ing it  to  the  grocery  store. 

Michael  Meagher  and  John  Coghlan 
saw  this  as  a  splendid  business  oppor- 
tunity. Seven  years  ago  they  raised 
$350,000  from  family  and  friends  and 
started  San  Francisco  Grocery  Ex- 
press, a  delivery-only  grocery  store. 
The  company  is  based  in  a  no-frills, 
18,000-square-foot  warehouse  in  San 
Francisco's  produce  district.  Clerks 
there  take  orders  over  the  phone  and 
deliver  them  to  customers'  homes  by 
van  within  a  prearranged  one-hour 
time  slot.  Cost:  a  flat  service  charge  of 
$4.25  plus  prices  that  average  around 
15%  higher  than  those  of  most  super- 
markets. 

It's  an  old  idea  very  much  in  touch 
with  modern  times.  But  by  mid- 1984 
Grocery  Express'  sales  had  stalled  at 
the  S2  million  mark — not  enough  vol- 
ume for  profitability  in  the  low-mar- 
gin grocery  business.  In  a  last-ditch 
effort,  the  partners  jacked  up  prices  to 
a  25%  premium  over  local  supermar- 
kets— and  the  few  remaining  custom- 
ers left.  Losses  for  the  first  half  of 
1985  approached  about  $100,000.  The 
partners  made  plans  to  close. 

Enter  Mary  Garvey.  Or  rather,  re- 
enter Mary  Garvey.  As  Meagher's  ex- 
wife  and  an  original  investor  in  Gro- 
cery Express,  she  was  convinced  she 
could  save  the  company.  "They  were 
just  terminally  discouraged,"  she  says 
of  her  former  partners.  "And  I  was 
eternally  optimistic." 

Garvey,  now  31,  was  also  well 
versed  in  business,  and  very  well 
heeled.  Her  father's  Wichita-based 
Garvey  Industries  (oil  and  gas  explora- 
tion and  production  and  real  estate, 
grain  storage  and  processing)  was  part 
of  the  Garvey  family  fortune,  which 
earned  a  place  on  The  Forbes  Four 
Hundred  from  1983  to  1986  (when  the 
family's  estimated  net  worth  was 
$300  million).  They  barely  missed  the 
list  last  year,  but  remain  far  from  be- 
ing charity  cases. 

In  exchange  for  taking  on  Grocery 
Express'  $700,000  debt  and  payables, 
Garvey  received  91%  of  the  company. 
Her  total  investment  to  date  is  rough- 
ly $1.2  million. 

To  win   back   customers,    Garvey 
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How  to  get  quality  freight  transportation 

at  55  mph  or  550  mph. 


Whether  it's  on  the  ground  or  in  the  air,  CF  gives  its 

customers  a  full  spectrum  of  freight  transportation  services.  Out 

on  the  highway  our  Motor  Freight  division  has  been  making 

on-time  and  efficient  deliveries  for  nearly  seven  decades.  In  fact 

we  were  the  first  truly  nationwide  trucking  company.  While  today, 

the  most  advanced  computer  center  in  the  industry  allows 

us  to  give  our  customers  the  most  cost- efficient  service  possible. 

Meanwhile,  up  in  the  skies,  CF  AirFreight  gives  you 

next- day  delivery  with  our  AM  Service.  From  pick-up  to 

deliver.',  CF  AirFreight  serves  you  with  a  network  of  more 

than  110  domestic  terminals  and  Customer  Service  Specialists 

in  every  major  commerce  center.  All  this  is  made  possible 

by  a  company  with  the  financial  strength  and  the  management 

commitment  to  cover  all  bases.  Because  no  matter  what 

the  altitude,  we've  got  the  aptitude. 

COnSOUDATED 
FREIGHTWAYS,  mc 


The 


Company 


Miles  aheaD 


A  SONY  FOR 
YOUR  THOUGHTS. 

Great  ideas  don't  conform  to  a  9  to  5  schedule.  In  fact,  they  have  a  knack 
of  popping  up  when  you  least  expect  them. 

That's  why  you  need  Sony  Dictation  equipment.  It  will  help  you  keep 
track  of  your  thoughts,  organize  them,  and  above  all,  hold  onto  them 

For  more  information,  talk  to  a  Sony  Dictation  System  specialist 
at  1-800-222-0878.  V\fere  hanging  on  your  every  word. 


Dictation  Systems  Division.  Sony  Corp  ol  Amenca,  Sony  Dnve, 
Park  Ridge.  NJ  07656  Sony  is  a  trademark  of  Sony 


SONY 


Check  your  local  listing 
for  Mai  in  n  and  lime. 


THE 

Mclaughlin 

GROUP    Ruben  Nin.ik  Mm  ton  Kondrai  kr.  |a<  kGei  mond. 
\ ml.  ni  i  ourse,  John  Mi  1  aughlin. 

rhey  Ye  award- winning  journalists  on  the 
Washington  scene.  Ever]  week  on  'T"he  McLaughlin  Group" 
the)  delivei  t  iveting  commentary  on  issues  and  people  o) 
nationi    importance. 

i!  you're  interested  in  where  the  trends  are  head' 
•  il  tu  in-  in  to  this  feist)  political  talk  show.  I  hese  authorities 
■  ik'  tin  issues  set  iously,  not  themselves, 

Made  possible  by  a  grant  from  CE. 

We  bring  good  things  to  life. 


dropped  prices  to  previous  levels 
hired  an  experienced  merchandisin 
manager  and  began  a  broad  direct 
mail  and  radio  campaign  throughou 
the  company's  delivery  area  (whicl 
now  covers  all  of  San  Francisco  am 
stretches  ten  miles  south  of  the  city 
In  her  first  12  months  at  Grocery  Ex 
press'  helm,  Garvey  boosted  sales  b 
$2.3  million — on  which  losses  cam 
to  $330,000.  But  for  calendar  1987 
sales  climbed  to  $2.7  million  am 
losses  dropped  to  $75,000. 

Still  standing  between  Garvey  am 
profitability  is  Grocery  Express'  oli 
problem:  volume.  In  September  Gat 
vey  plans  to  open  a  second,  large 
warehouse  across  the  bay,  to  serv 
Oakland,  Berkeley  and  Marin  County 
That  will  more  than  quintuple  Gro 
eery  Express'  potential  market  and 
Garvey  hopes,  turn  red  ink  to  black. 


Grocery  Express'  sales  had 
stalled  at  the  $2  million 
mark..  In  a  last-ditch  effort, 
the  partners  jacked  up 
prices  to  a  25%  premium 
over  local  supermarkets — 
and  the  few  remaining 
customers  left. 


Garvey  also  has  high  hopes  fo 
something  called  Trintex,  a  joint  ven 
ture  that  IBM  and  Sears  have  reported 
ly  sunk  over  $250  million  into.  Trin 
tex  runs  a  computer-based  hom 
shopping  and  information  service- 
Prodigy  service — that  will  debut  ii 
the  Bay  Area  this  year.  Among  th 
companies  signed  up  are  Americai 
Airlines,  J.C.  Penney,  Donaldson,  Luf 
kin  &  Jenrette — and  Grocery  Express 
What's  a  company  like  Grocery  Ex 
press  doing  amid  tbese  giants?  Marke 
research  shows  that  electronic  gro 
eery  shopping  is  one  of  the  most  de 
sired  features  of  a  videotex  system. 

We  remind  Garvey  of  another  tele 
phone-based  grocery  store  startup 
San  Diego's  TeleMart.  It  reportedly 
ate  up  $  1 . 1  million  before  it  went  bus 
in  1970.  Walking  through  the  dis 
tinctly  unglamorous  warehous* 
where  she  spends  upwards  of  72  hour: 
a  week,  Garvey  grants  that  no  one  ha 
yet  succeeded  in  the  delivery-onl) 
grocery  business.  But,  she  adds,  'it': 
just  that  other  people  weren't  patien 
enough.  Deep  pockets  are  not  what': 
at  work  here.  The  only  reason  I  stud 
with  Grocery  Express  was  because 
did  see  the  trend." 

An  interesting  case:  Precedent  i: 
against  Garvey's  success,  but  the  de 
mographic  trends  are  in  her  favor 
We'll  be  back  for  another  look  in 
year  or  so.  ■ 
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Continuity 


is  doing  the  right  thing  consistently. 


Documentary  credit,  countertrade,  bid  bond,  performance  bond  - 
you  name  it,  UBS  offers  it.  The  leading  Swiss  AAA-rated  bank 
is  also  a  leader  in  foreign  trade  financing,  with  a  global  network  of 
branches  and  correspondent  banks.  And  with  creative  solutions 
to  your  problems.  Consistently. 

Our  free  Guide  to  Documentary  Transactions  in  Foreign  Trade  says 
it  all.  Just  order  it. 


UBS  -  committed  to  excellence. 


!BS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago, 

os  Angeles;  Agewcy  in  Houston;  Representative  Office  in  San  Francisco. 

'BS  in  Canada:  Toronto,  Montreal,  Calgary.    Head  Office: 

Inion  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 
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1988  CADILLAC  SEVILLE 
More  elegance.  More  power.  Cadillac  style. 


America's  ultimate  luxury  sednn 

ssSr 

ye  'te  new  styling 
-Pedbyana^ail- 

:™w»r  M  more  respon- 
aCad.iiac  exclusive 

eartot  every  1988  Se 


more  horsepower... power  to  nn« 
more  quickly  on  two  lanlroaSf 

tXPrTrt0mer9ei^^eway 
traffic.  It  also  provides  20%  more 
torque,  which  allows  Seville™ 
accelerate  effortlessly  from  a  full 


Along  with  new  power  to  go 
new  power  to  stop  ' 

system  can  help  take  the  pan^  I 

the  brakes  up  to  15  times  per       ' 

second-faster  and  more  accu- 

fhf^niShUman,VP^e    , 

mo^reSdrivercontro'^d 
most  traction  conditions. 


WATCH  CADILLAC  AND  THE  MASTERS* 
GOLF  TOURNAMENT  ON  CBS-TV  APRIL  9TH  AND  10TH. 


v  styling  touches- 

de  and  out. 
:  lie's  bolder  grille  immedi- 

I  y  says  "Cadillac"  The  new 
:  .ver  dome"  hood  design 

1 5  atthe  new  power  that  rests 
i  ieath  it.  Inside,  an  inviting 

I I  seat  design  is  accented 
genuine  American  walnut. 
f.l  Seville  has  virtually  every 
*  i/er  assist  imaginable. 


Backed  by  Seville's 
6-year/60,000-mile  warranty. 

To  all  the  comforts  of  a  Seville, 
add  the  peace  of  mind  of  a 
6-year/60,000-mile  warranty! 

Your  personal  invitation. 

Visit  your  Cadillac  dealer  and 
drive  Seville  at  your  earliest 
convenience. 

"See  your  dealer  for  terms  and  conditions 
ot  this  limited  powertrain  warranty. 


CADILLAC  SEVILLE. 

THE  ONLY  WAY  TO  TRAVEL 

IS  CADILLAC  STYLE. 
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The  Up  &  Comers 


Turnaround 


Baseball  owners  usually  break  their  hearts 
trying  to  buy  a  pennant.  The  owners  of  the 
Pittsburgh  Pirates  are  going  at  it  another 
way — assembling  the  low-cost  producer. 

Top  dollar 
isn't  top  dog 


Ku-.>  Kcnntxh 


By  Allan  Dodds  Frank 

T|he  Pittsburgh  Pi- 
rates, now  the  youn- 
gest and,  it  follows, 
lowest-paid  team  in  major 
league  baseball,  have  fin- 
ished near  the  bottom  of 
the  heap  in  their  division 
for  four  straight  years.  But 
in  the  last  quarter  of  the 
1987  season,  they  romped 
to  27  wins  and  only  13 
losses,  tying  for  the  best 
finish  in  either  league.  If 
the  Pirates  had  played 
.675  ball  all  season,  they 
would  have  won  any  divi- 
sion last  year.  That  and  a 
good  deal  more  gives  the 
Pirates  the  look  of  an  Up  &  Comer,  if 
ever  Forbes  saw  one. 

Only  three  seasons  ago  the  Pirates 
had  become  so  dire  an  emotional  and 
financial   drain    that    the   Galbrcath 
family,  their  longtime  owners,  decid- 
ed that  not  even  a  Forbes  Four  Hun- 
dred fortune  was  up  to  the  strain  of 
keeping  the  franchise  going.  In  time,  a 
coalition  of  Pittsburgh's  major  corpo- 
rations, including  Alcoa,  National  In- 
tcrgroup,   PPG  Industries,   USX  and 
Wcstinghouse    Electric,     reluctantly 
!!ion  to  keep  the  Bucs,  as 
lik<  to  call  their  team, 
Stadium. 

toard  in  place,  the  Pi- 
ll philosophy 
:"he  board  named 
5yd Thrift  |r., 
.  ordered  him 
.  you  might  say, 


Manager  Jim  leyland  |  left  >  and  General  Manager  Syd  Thrift  Jr. 

Dumping  aging  assets  and  pumping  RSlD. 

the  low-cost  producer.  Says  Douglas 
Danforth,  former  chairman  of  Wes- 
tinghousc  who  now  serves  as  Pirates 
chairman:  "We  had  to  decide  first 
whether  owning  a  franchise  is  a  busi- 
ness or  a  hobby.  In  our  case,  the  13 
owners  clearly  felt  it  was  a  business." 
The  Pirate  theory  sounds  simple, 
even  harsh.  View  ballplayers  as  fungi- 
ble commodities.  Only  superstars  last 
15  to  20  seasons  and  have  the  power 
to  negotiate  multimillion-dollar  con- 
tracts. A  player's  salary  begins  to  esca- 
late after  three  years  in  the  majors, 
when  he  becomes  eligible  for  arbitra- 
tion. After  six  years  of  major  league 
service,  he  can  become  a  free  agent 
able  to  bargain  with  any  team.  Obvi- 
ously, that  greatly  increases  a  good 
player's  clout.  But  the  average  ball- 
player's major  league  career  is  only 
4.7  years,  and  his  salary  ranges  from 


$400,000  to  $500,000.  Under  those 
conditions,     an    intuitive     manager 
might  conclude  that  blending  veter-  j 
ans  with  rookies  would  be  the  opti- 
mum way  to  win  games  while  main-  j 
taining  a  manageable  salary  structure. 
Some  numbers  crunched  by  Forbes  j 
tend  to  confirm  the  intuition.  They  j 
show  that  a  lot  of  teams  last  yearl 
didn't  get  what  they  paid  for.  Of  the  I 
ten  highest  payrolls  for  active  players  l 
last  year,  only  three  finished  in  the  i 
top  half  of  their  divisions,  and  only 
one,  Detroit,  ranked  sixth  among  the 
big  spenders,  won  its  division  title. 

There's  a  catch,  of  course,  in  any 
crunching  of  baseball  numbers.  The 
catch  has  many  names — ego,   civic 
pride,  macho  strivings.  It's  the  lure 
that   has   compelled   generations   of  | 
otherwise    sensible   busi- 
ness people  to  throw  mil- 1 
lions  into  the  pursuit  of  | 
pennants.  The  present  Pi- 
rates owners  are  having  I 
none  of  that.  They  gave 
general  manager  Thrift  a 
mandate:   Slash  the  pay- 
roll, write  off  aging  assets  I 
and  pump  up  research  and 
development — the      farm  | 
and      scouting      system. 
Thrift,  a  wily  Southerner  I 
fingered  by  one  baseball  | 
magazine  as  a  "player  de- 
velopment  junkie,"   was| 
just  the  man  for  it. 

When  Thrift  took  overl 
in  late  1985,  the  Pirates' 
payroll     totaled     $10.22 

million,  15th-highest| 

among  the  26  major  league  teams. 
This  for  a  group  of  dispirited  veterans,  I 
relics  of  the  Pirates'  great  days  in  the 
1970s,  when  they  won  their  division  | 
six  times,  the  National  League  pen- 
nant  twice   and   two  World   Series. 
Thrift  quickly  discovered  that  former  I 
general   manager  Harding   Peterson,! 
like  many  other  GMs  caught  up  in  the  | 
early  days  of  free  agency,  had  over- 
priced the  inventory  by  signing  nu- 
merous   long-term    contracts    larded  j 
with  meaningless  incentive  clauses. 
Says    Pirate    President    Carl    Barger: 
"We  had  guys  with  big  stars  in  their) 
eyes  wanting  $2  million  a  year.  Forget 
it."  The  team  had  finished  dead  that 
year,  drawing  only  735,900  fans.  On 
revenues  of  $14.5  million,  the  team  J 
lost  $10.7  million. 

During  spring  training  a  few  weeks  I 
ago  at  Pirate  City  in  Bradenton,  Fla., 
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The  Streetwalker's  spring  training  report 


Las  Vegas  oddsmakers,  baseball  yearbook  compilers 
and  sportswriters  have  almost  unanimously  conceded 
the  1988  National  League  East  title  to  the  New  York 
Mets  before  Opening  Day.  But  is  that  the  way  to  bet? 
Below,  Forbes  lists  the  teams  in  order  of  the  1987  finish 
and  rates  them  as  our  Streetwalker  might — as  buys, 


sells  or  holds.  Note:  No  wager  made  on  the  basis  of 
information  hereunder  shall,  under  any  circumstances, 
create  any  implication  that  the  information  herein  is 
correct  as  of  any  time  subsequent  to  publication  here  or 
that  there  has  been  no  change  in  the  affairs  of  the  teams 
discussed  since  such  date. 


National  League  East 


American  League  East 


St.  Louis  Cardinals 

Fully  valued  after  last  year's  division  win.  Risk 
outweighs  reward.  Weak  hold. 

New  York  Mets 

Analysts'  pet,  but  definitely  overpriced.  Good  short. 


f_  Montreal  Expos 
£iia  Apple  Computer  to  Mets'  IBM?  Could  be  the  year 
they  finally  come  through.  Take  a  flier. 


P 


Philadelphia  Phillies 

A  hold  for  Mike  Schmidt  sentimentalists  only.  Wise 
investors  will  ignore.  Better  leverage  elsewhere. 

Pittsburgh  Pirates 


0.      Closest  thing  to  pure  Graham  &  Dodd  play. 
^^     Low-cost  producer  with  undervalued  assets  and 
positive  cash  flow.  Buy. 


.,  Chicago  Cubs 

Only  for  unreconstructed  bottom-fishers. 


National  League  West 


San  Francisco  Giants 

iSflynC  Best  of  a  weak  division.  Kicker:  General  Manager 
'^      *  Al  Rosen  second  to  none  as  a  trader.  Reward 
outweighs  risk.  Hold. 

Cincinnati  Reds 

After  three  second-place  finishes,  team  is 
fully  valued.  Upside:  young  stars.  Downside: 
turmoil  between  owner,  Marge  Schott,  and  manager, 
Pete  Rose.  Sell. 

Houston  Astros 

Good  pitching  offset  by  weak  hitting.  Hold  if  you 
jy-   have  it;  otherwise,  better  buys  elsewhere.  If  chief  asset, 
pitcher  Nolan  Ryan,  wears  out,  sell. 

Los  Angeles  Dodgers 

Classic  blue-chip  fade.  The  General  Motors  of 
baseball.  Overvalued,  aging  assets;  disappointing 
R&D.  Strong  sell. 

^  Atlanta  Braves 

^1  Rather  than  rebuild,  CEO  Ted  Turner  milks  team  for 
tjB  his  cable  TV  empire.  Sell. 


yfF& 


San  Diego  Padres 

R&D  set  to  show  results,  but  may  not  be  fully 
utilized  if  power  games  in  the  executive  suite 
continue.  Speculative  buy. 


Detroit  Tigers 

Last  year's  best-in-majors  regular  season  record,  but 
oldest  roster  in  baseball.  Fully  valued.  Sell. 

Toronto  Blue  Jays 

1  Competition  strong,  but  team  fundamentals 
remain  good.  Buy. 

Milwaukee  Brewers 

Top  rung  for  efficiency /effectiveness.  Good  farm 
clubs.  Improvement  steady.  Speculative  buy. 

New  York  Yankees 

~*£?\  Powerful  assets  abound,  but  team  harmony  missing. 
jaj  teep  Owner  Steinbrenner  spreads  oil  on  fire  rather  than 
T~^^   water.  Sell  at  All-Star  break,  buy  at  mid-winter  lows. 

/$2^\  Boston  Red  Sox 

[  ~X£*   )  Still  shaken  by  1986  Series  meltdown.  For 
N^_gj^  sentimentalists  and  Cub  buyers  only.  Sell. 

Baltimore  Orioles 

Fallen  angel  still  earthbound.  Nowhere  to  go  but  up. 
Long-term  buyers  only. 

Cleveland  Indians 

Last  year's  best  asset  play,  but  assets 

failed  to  mature.  Now  cheaper  buy  than  ever. 

Ragpicker's  dream. 


■..  .■hit:  r-ov. 


American  League  West 


Minnesota  Twins 

Surprise  World  Champs  not  likely  to  repeat.  The 
Winner's  Curse  in  action.  Sell. 

Kansas  City  Royals 

Institutional  favorite.  High-priced,  aging  assets 
slowly  being  augmented  by  new  talent.  Could  be  a 
buy;  for  now,  hold. 

Oakland  A's 

Diversified  lineup,  good  young  players.  Reward 
outweighs  risk.  Buy. 

Seattle  Mariners 

Low-cost  producer  in  American  League.  Could  this 
be  first  winning  season  in  club's  12-year  history?  A  buy 
for  penny-stock  lovers. 

Chicago  White  Sox 

Dullest  stock  in  the  majors,  but  a  true  sleeper.  If  they 
open  as  strongLy  as  they  closed  last  fall,  buy. 

California  Angels 

Fading  assets  expose  weaknesses  left  by  ailing 
manager  Gene  Mauch.  Lovable  owner  Gene  Autry  not 
enough.  Sell. 

Texas  Rangers 

No  history.  No  stars.  No  potential.  Owner  Eddie 
Chiles  has  other  business  troubles.  Sell. 
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and  communications  workei 
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Recently,  a  group  of  curious  third  graders 
visited  NEC.  We  showed  them  what  we've 
shown  thousands  of  curious  executives— that 
in  today's  business  world,  increased  produc- 
tivity starts  with  a  concept  called  CckC. 
Compute  Communications  working 

together.  GStC  is  an  effective  solution  for  the 
managing  and  moving  of  information. 

C&C    Computers  and  Communications 


In  your  office,  C&C  means  quality  NE 
products  such  as  advanced  personal  com- 
puters, digital  telephones,  and  high-speed 
facsimile  terminals,  all  working  together 
through  a  powerful  Information  Manageme 
System  (IMS). 

For  your  corporation,  it  means  local  ar 
wide  area  networks,  using  NEC  technology 


)  learn  how  computers 
)gether,  NEC  showed  them* 


ry  voice,  data,  text  and  image  information 
und  a  building.  Or  around  the  world. 

Today,  NEC  has  an  impressive  record  of 
ving  complicated  networking  problems  for 
npanies  of  all  sizes.  Whether  it's  creating 
lr  first  system,  or  adding  to  an  existing  one, 
re  with  you  every  step  of  the  way. 

If  you'd  like  to  learn  how  Computers  and 


Communications  can  work  together  for  your 
business,  please  write  or  call: 


NEC  America,  Inc.,  Corporate  Marketing, 

8  Old  Sod  Farm  Road,  Melville, 

New  York,  11747 

Telephone: 

1^800-338^9549 
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IS  THIS  A  SCENE  IN  YOUR  FINANCIAL  FUTURES 

If  financial  responsibilities  like  college  tuition! 
are  fast  approaching,  we  can  help  you  become 
better  prepared  for  them. 

We're  The  New  England,  a  family  of  compa- 
nies offering  an  array  of  financial  products  and 
services  of  the  highest  quality 

More  important,  we  have  representatives 
who  pride  themselves  on  the  long-lasting  relation- 
ships they  build  with  their  clients.  When  you  forr 
a  relationship  with  one  of  our  representatives,  yoi 
do  it  knowing  that  we  will  be  there  for  you  for  the 
long  haul -helping  you  create  and  implement  a 
carefully  planned  financial  program  that  supports 
your  goals,  ambitions  and  dreams. 

For  a  free  brochure  about  how  our  products 
and  services  can  help  build  your  financial  future, 
as  well  as  for  the  name  of  your  local  representat 
phone  1-800-222-2725,  Ext.  354. 

The  New  England.  Your  Financial  Partner 
Your  Financial  Future. 
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Thrift  paused  to  talk  with  Forbes 
about  the  player  contracts  he  had  in- 
herited. "It  was  ridiculous,"  he  said, 
between  chaws  of  Lancaster.  "[All 
Star  catcher]  Tony  Pena  had  a  weight- 
incentive  clause  for  $50,000  even 
though  he  was  never  overweight  by 
even  a  pound  a  day  in  his  life." 

In  just  two  seasons  Thrift  unloaded 
every  Pirate  veteran,  culminating  last 
year  with  the  trade  of  catcher  Pena 
and  his  $1.1  million  salary  to  the  Car- 
dinals for  three  players.  In  all,  Thrift 
made  14  deals,  dumping  nearly  $6 
million  in  active  player  salaries  and 
getting  24  mostly  young  players.  By 
this  spring,  only  back-up  catcher  Ju- 
nior Ortiz  and  pitcher  Bob  Walk  re- 
mained from  the  team  that  opened 
the  1985  season. 


the  Seattle  Mariners — a  similar  team 
in  a  somewhat  smaller  market — the 
Pirate  franchise  could  now  easily  be 
worth  $60  million,  more  than  double 
what  it  cost  three  years  ago. 

Thrift's  low-cost  producer  averages 
3  years  in  the  majors  and  25  years  on 
the  planet.  The  hustling  no-name 
kids  shagging  fly  balls  at  Pirate  City 
in  Bradenton  in  the  spring  obviously 
chew  more  bubble  gum  than  tobacco, 
but  they've  already  demonstrated 
speed,  power  and  other  talents.  It's 
essentially  the  same  squad  New  York 
Mets  ace  Dwight  Gooden  called  "Lit- 
tle Leaguers"  last  Sept.  25,  the  day 
before  the  Pirates  drove  him  off  the 
mound  and  beat  the  Mets  8-2  at  Shea 
Stadium.  Pirate  pitching  improved 
last  season.  The  spread  between  the 


Pirate  pitching  cdach  Ray  Miller  holding  a  tutorial 
"You  can't  teach  velocity." 


So  radical  w/as  Thrift's  surgery  that 
the  total  Pirate  payroll  last  year  of 
$7.57  million' was  third-lowest  in  the 
majors.  Almost  half  represented  past 
folly — the  so-!called  mistake  payroll  of 
players  no  logger  wearing  Pirate  black 
and  gold  who£e  salaries  were  deferred 
or  could  not  (be  shed  through  trades. 
That  bill  canne  to  $3.54  million,  or 
almost  as  much  as  the  combined  to- 
tals of  the  setcond-  and  third-highest 
"mistake"  spenders — the  Los  Angeles 
Dodgers  at  $2[.  1 8  million  and  the  Min- 
nesota Twin:?  at  $1.6  million. 

This  season's  projected  payroll  is 
$5.7  million,  low  enough  for  the  team 
to  break  ev^n  if  1.45  million  fans 
come  out.  T.he  improved  cash  flow 
alone  is  great  news  for  shareholders  of 
those  Pittsburgh  corporations  that 
kicked  in  $r.l  million  apiece  three 
years  ago.  On  the  basis  of  a  $58.6 
million  appraisal  of  a  similar  team — 
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earned  runs  yielded  in  1987  and  that 
given  up  by  their  opponents  to  them 
narrowed — just  0.22  higher,  compared 
with  a  0.87  gap  in  1985  and  a  0.28 
difference  in  1986.  It's  for  such  rea- 
sons the  Pirates  in  1987  improved 
over  the  1986  season  by  16  wins,  a 
gain  matched  only  by  the  NL  champi- 
on St.  Louis  Cardinals.  Among  the  23 
prospects  pitching  coach  Ray  ("You 
can't  teach  velocity")  Miller  had  in 
camp,  17  throw  fastballs  better  than 
90  miles  per  hour.  (Miller  claims  the 
major  league  average  is  87.) 

Even  as  he  scrimps  on  salaries, 
Thrift  pumps  more  into  his  minor 
league  affiliates  and  his  talent  scout- 
ing. Most  teams  run  farm  systems 
costing  nearly  $4  million  a  season  and 
consider  them  a  success  if  they  pro- 
duce two  players  a  year  capable  of 
making  it  with  the  parent  team.  In 
effect,  each  rookie  who  makes  it — in 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  $40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 
New  England  Mutual  Life 
Insurance  Company 
America's  oldest  chartered  mutual 
life  insurance  company,  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Group 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 
Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis,  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 


The  New  England 

Your  Financial  Partner 
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Finally  an  HMO  for 

We're  cal  led,  appropriately,  HMO-USA.  could  be  easier.  A  single  contract  will  cover  I 

And  as  you  m  ight  have  guessed,  weYe  the  only  company  in  over  200  markets.  ,\nd  a  single) 

HMO  network  that  spans  the  country  This  also  will  cover  all  your  employees  coast-to-coasj 

makes  us  die  only  HMO  you  may  ever  need.  To  make  things  simpler  still,  every  moil 

Say,  for  exan  i  pie,  you'd  like  to  centralize  all  along  with  your  bill,  we  can  give  you  a  detaij 

your  operations.  With  HMO-USA,  nothing  breakdown.  And  we  can  do  so  almost  any  J 


t  who  live  around  here. 


\d  like.  By  region  of  the  country  Corporate 
l^ion  Or  even  by  corporate  leveL 


One  more  thing  you'll  appreciate:  getting 
n '  answers  to  your  employee  questions.  Even 
*y  come  from  35  people  in  35  different  states, 
one  call  is  all  it  takes. 


To  find  out  more  about  how  we  can  help,  just 
pick  up  the  phone  and  call  1-800-4-HMO-USA. 
We're  the  HMO  that's  right  around  the  corner. 
Wherever        PI     fej\  Blue  Cross     jssx. 
your  corner  |^p  \|1/  ^Shield     KAA 
maybe.  mT  W  Associa,ion  ^*^ 


Pirate  catching  prospet  t  practicing  bis  peg 

"Tony  Pena  had  a  $50,000  weight  incentive  clause  and  he  wasn't  overweight  a  day  in  his  life." 


addition  to  his  first-year  minimum 
salary  of  $62,500 — costs  $2  million, 
amortized  over  his  playing  days. 

With  such  arithmetic,  three  or  four 
rookies  making  it,  instead  of  two, 
amounts  to  a  huge  plus.  That's  why 
the  Pirates  are  going  almost  exclu- 
sively with  youth.  The  two  oldest 
players  likely  to  be  around  on  opening 
day  this  season  arc  Walk,  a  31 -year- 
old  right-hander  with  five  years'  expe- 
rience, and  )im  Gott,  a  28-year-old 
right-handed  fireman  who  is  senior  to 
all  the  rest,  with  all  of  six  years  in  the 
majors.  Jokes  Gott,  who  is  also  the 
team's  player  representative:  "I've 
been  with  the  youth  movement  be- 
fore, in  San  Francisco  and  Toronto." 

Thrift's  efforts  to  grow  talent  show 
promise.  Last  season  Pittsburgh  farm 
teams  had  the  5th-bcst  combined  re- 
cord among  26  farm  systems.  In  1985 
they  ranked  24th.  In  the  last  two  years 
Thrift  has  moved  the  team's  Triple  A 
farm  club,  the  cream  of  the  minor 
league,  from  Hawaii  to  Vancouver  to 
Buffalo.  With  young  players  only  50 
minutes  away  by  air,  the  Pirates  could 
pick  up  a  game  in  the  stretch. 

Admittedly,  the  world  needs  anoth- 
er baseball  statistic  the  way  the  Mid- 
dle East  needs  another  war,  but  that 
did  not  deter  Forbes  from  crunching 


more  numbers.  We  checked  team  effi- 
ciency for  run  production,  wins  and 
even  how  much  the  team  paid  in  sala- 
ries to  draw  each  fan  to  the  stadium. 
The  results  helped  us  pinpoint 
the  Pirates  and  Mariners  as  the  most 
economically  efficient  teams.  Look  at 
the  teams  finishing  fourth  last  year. 
For  each  run  scored,  the  Pirates  spent 
$5,566,  the  Mariners  $7,236,  the  Phil- 
lies $15,957,  the  Dodgers  $19,057,  the 
Yankees  $21,653. 

A  phony  statistic,  right?  Run-scor- 
ing efficiency  doesn't  measure  effec- 
tiveness— or  winning,  and  that's  what 
really  counts.  Okay,  value  only  vic- 
tories and  divide  payroll  by  wins.  As- 
sign no  value  to  losses.  Pittsburgh  and 
Seattle  still  stand  out,  right  up  there 
with  the  division  winners  and  far 
above  some  high-priced  teams  and 
even  other  cheap  ones,  like  the  Texas 
Rangers.  In  the  six-team  National 
League  East,  the  Pirates  and  the  Phila- 
delphia Phillies  tied  for  fourth  place, 
each  with  80  wins  and  82  losses.  But 
the  Pirates'  active  player  payrolls 
were  $4.02  million,  the  Phillies'  $11.2 
million.  In  the  NL  West,  the  Dodgers 
spent  $12.1  million  to  produce  73 
wins  and  89  losses.  In  the  seven-team 
Amencan  League  East  division,  the 
New  York  Yankees  paid  $17.06  mil- 


lion to  finish  at  89  and  73.  In  the  soft 
AL  West  the  Seattle  Mariners  spent 
$5.5  million  for  a  78  and  84  record. 

On  the  business  side,  the  Pirates 
spent  $3.47  on  active  players  per  fan 
in  attendance,  compared  with  the  ma- 
jor league  average  of  $5.47.  For  the 
Yankees  it  was  $7.03;  it  was  $11.09 
for  the  Atlanta  Braves,  Ted  Turner's 
version  of  cable  television  fodder. 

A  local  sportswriter  occasionally 
referred  to  Thrift  last  year  as  "Marse" 
because  the  team  has  so  many  low- 
priced  wage  slaves.  If  the  team  wins 
and  he  raises  salaries,  the  papers  will 
no  doubt  dub  him  "Spend  Thrift."  But 
Thrift  will  be  ready  to  cope.  He  has 
already  identified,  to  his  own  satisfac- 
tion at  least,  what  it  is  that  ruins 
once-great  teams  like  the  Dodgers, 
who  this  year  labor  under  an  estimat- 
ed $17  million  payroll.  He  explained 
over  a  lunch  of  catfish  and  quail  in 
Florida,  "It's  a  fundamental  rule  of 
economics:  'the  Winner's  Curse.' 
That's  when  winning  changes  your 
attitude  and  rationale  and  you  pay 
more  for  a  commodity  than  you  ordi- 
narily would  under  normal  conditions 
because  of  anticipation.  A  ballplayer 
starts  to  look  better  when  you're  win- 
ning. Your  ever  rising  expectations 
get  too  high,  like  offshore  drilling."  ■ 
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Taxing  Matters 


Edited  by  Laura  Saunders 


Not  only  are  thrifts  broke,  but  they  bungled 
a  tax  -writeoff  and  the  IRS  is  coming  after 
them  for  money  they  don't  have. 

The  gang 

that  couldn't 

shoot  straight 


W) 
b 


'ill  a  $1.53  loss  by  a  small 
Texas  savings  bank  mean  a 
billion-dollar    loss    for    the 
savings  and  loan  industry? 

That's  the  question  thrift  execu- 
tives are  nervously  pondering,  given 
the  recent  decision  of  Centenni- 
al Savings  Bank  v.  U.S.  In  Dal- 
las, U.S.  District  Court  Judge 
Barefoot  Sanders  ruled  that  Cen- 
tennial wasn't  entitled  to  $2.8  million 
in  tax  losses  it  claimed  in  1981. 

Centennial  was  merely  trying  to 
engineer  a  tax  stratagem  investors  get 
away  with  every  year.  It's  called  a  tax- 
loss  swap.  If  a  runup  in' interest  rates 
sinks  your  fixed-income  portfolio, 
you  sell  it  for  the  tax  loss  and  replace 
it  with  some  similar  paper  the  same 
day.  The  swap  is  blatantly  tax-moti- 
vated, but  there  isn't  anything  the  IRS 
can  do  to  challenge  the  writeoff,  pro- 
vided you  select  the  replacement 
bonds  carefully. 

Centennial's  losses  arose  from 
swaps  of  underwater  mortgages  that  it 
made  with  the.  Federal  National  Mort- 
gage Association.  Centennial,  howev- 
er, flubbed  the  swap.  If  the  decision 
stands,  it  will  lose  back  taxes  and 
interest.  So  will  as  many  as  200  other 
thrifts  with  similar  swaps  being  chal- 
lenged by  the  IRS,  says  Shearson  Leh- 
man tax  expert  Robert  Willens.  All  is 
not  lost:  Fannie  Mae  itself  has  won  a 
U.S.  Tax  Court  case  involving  a  $265 
million  swap  deduction.  Appeals 
from  one  or  both  of  these  decisions 
are  highly  likely. 

All  told,  $1.5  billion  could  be  at 
stake,  including  interest.  It  is,  more- 
over, usually  not  just  a  matter  of  tim- 
ing. If  the  loss  disallowed  in  1981  is 


thrown  forward  into  later  years,  it 
may  go  completely  to  waste  for  a  lot 
of  S&Ls.  That's  because  the  1981 
losses  could  be  carried  back  ten  years 
against  profitable  years  in  the  early 
1970s  to  generate  tax  refunds.  Thus  a 
loss  postponed  may  be  a  loss  wasted. 

All  this  for  an  industry  that's  not 
exactly  the  picture  of  financial  health. 
Some  thrifts  "just  don't  have  the 
mcney  to  pay  the  IRS  the  back  taxes 
plus  interest,  and  they  could  be  in  real 
serious  trouble  [if  they  lose],"  says 
Richard  Bacon,  a  Washington,  D.C. 
lawyer  handling  several  swap  cases. 

What  the  S&Ls  bungled  is  similar 
to  tax-loss  swaps  made  by  investors. 
The  idea  for  investors  is  to  escape  the 
"wash  sale"  rule  that  forbids  a  deduc- 
tion for  a  loss  if  "substantially  identi- 
cal" securities  are  bought  back  within 
30  days.  You  could,  for  example,  swap 
a  General  Motors  Acceptance  Corp. 
bond  for  a  Ford  Motor  Credit,  or  a 
Fidelity  municipal  bond  fund  for  a 
Dreyfus,  and  generate  a  capital  loss. 
But  you  can't  claim  a  loss  selling  the 
GMAC  bond  and  buying  it  right  back. 

In  1981  the  thrifts  had  plenty  of 
low-interest-rate  mortgages  worth  far 
less  than  their  face  amount;  indeed, 


many  would  have  been  insolvent  if 
liquidated.  There  was  only  one  prob- 
lem: Selling  the  mortgages  and  taking 
the  losses  on  their  financial  books 
would  have  forced  the  S&Ls  to  own 
up  to  their  insolvency.  They  got 
around  this  by  persuading  regulators 
that  if  thrifts  sold  each  other  groups  of 
similar  loans  in  a  prescribed  way, 
there  really  wasn't  a  sale  and  there 
really  wasn't  a  loss  on  the  financial 
statements,  just  on  the  tax  return.  As 
Judge  Sanders  noted,  the  thrifts  want- 
ed to  have  their  cake  and  eat  it  too. 
The  scheme  was  hailed  as  an  innova- 
tion that  would  save  the  industry. 

Here's  how  it  worked:  Thrift  A  sold 
sour  mortgages  to  B  and  bought  a 
nearly  identical  pool  of  mortgages 
from  B.  Each  thrift  took  a  loss.  The 
pools  were  both  of  single-family  resi- 
dential mortgages  with  the  same  or 
similar  maturity,  type  (government- 
insured  or  not),  interest  rates,  season- 
ing (time  since  issuance),  fair  market 
values  and  other  features. 

On  Apr.  13,  1981  Centennial 
bought  a  90%  interest  in  mortgages 

from  Fannie  Mae  for  $5,662,044.57. 
On  Apr.  14  Centennial  Savings  re- 
ceived $5,662,043.04  from  Fan- 
nie Mae  in  return  for  a  90% 
interest  in  some  other  mort- 
gages. Centennial  claimed  a 
$2.8  million  tax  loss,  the  differ- 
ence between  the  face  value  of  the 
loans  and  the  selling  price.  It  hap- 
pened that  this  amount  was  carefully 
calculated  to  wipe  out  Centennial's 
available  profits. 

The  IRS  studied  the  transaction  and 
decided  that  it  resulted  in  only  a  $  1 .53 
loss  to  Centennial.  Judge  Sanders 
agreed.  The  two  pools  of  loans  were 
"not  materially  different,"  he  said,  be- 
cause of  the  way  the  loans  were 
matched  and  exchanged.  Instead  of 
checking  credit  files  and  histories  of 
each  loan,  the  parties  simply  ex- 
changed enough  computer  informa- 
tion to  make  the  match. 

Centennial  could  probably  have 
made  the  tax  deal  work  if  it  had 
checked  each  loan  individually,  says 
Willens.  But  it  didn't,  nor  did  other 
banks  doing  such  swaps.  "Remember, 
this  is  not  the  most  sophisticated  in- 
dustry around,"  says  one  tax  lawyer 
familiar  with  the  case. 

If  the  industry  loses  this  case,  it 
may  also  lose  the  right  to  extract  sim- 
ilar tax  losses  from  underwater  port- 
folios of  mortgage-backed  securities. 
Again,  the  game  is  to  tell  one  story  to 
the  IRS  and  another  to  shareholders. 

The  irony  of  it  all  is  that  any  back 
taxes  collected  by  the  IRS  may  ulti- 
mately come  from  the  U.S.  Treasury 
in  deposit-insurance  bailouts. — L.S. 
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now 


At  Corning  Glass,  Computer  Integrated  Manufacturing  isn't  simply  connecting  all  the  diverse 
processes  on  the  factory  floor.  "Here^  reports  Joe  Hurley,  Director  of  Advanced  Manufacturing 
Systems,  "the  implementation  of  CIM  and  its  implications  are  far  more  vast.  Extending  to  engin- 
eering, marketing,  even  shipping.  So  every  member  of  the  manufacturing  team  can  access,  share 
I  and  use  information  to  solve  problems  and  create  opportunities." 
What  channels  information  to  where  it's  needed,  when  it's  needed,  is  a  network  from  Digital. 
And  for  a  couple  of  key  reasons. 
"For  one  thing,  the  VAX™  architecture,  VMS™  operating  system,  and  Ethernet  network  is  a 
proven  system^  says  Hurley.  "And  since  every-  new  Digital  product  adheres  to  the  same  strict 
communications  standards,  we  can  add  computing  power  and  still  protect  our  initial  investment" 
Now  what's  the  upshot  of  all  this  enhanced  communication?  "Well,  changes  can  be  made 

"Computer  Integrated 
Manufecturing  that 
clearly  boosts  product 
quality  at  Corning  Glass." 

much  earlier  in  the  process,"  explains  Hurley,  "when  they  cost  less.  Also,  production  is  faster.  And 
if  you  can  deliver  in  two  months  what  takes  your  competitor  six  months,  that's  an  advantage, 
especially  when  you're  competing  in  a  global  market  with  high-tech  products  like  fiber  optics." 

But  while  costs  and  time  to  market  are  going  down,  something  else  is  going  up.  "We're 
seeing  significant  improvements  in  product  quality."  beams  Hurley.  "And  since  the  Corning  name 
is  synonymous  with  quality,  that's  the  single  most  important  benefit  tor  us." 

To  find  out  how  Digital  can  give  you  a  competitive  edge,  write. 
Digital  Equipment  Corporation.  200  Baker  Avenue.  West  Concord, 
MA  01742.  Or  call  your  local  sales  office. 


Digital  Equipment  Corporation.  198"  VAX  VMS  and  the  Digital  logo  arc  trademarks  of  Digital  Equipment  Corporation 


On  the  Docket 


The  average  civil  case  in  Los  Angeles  Coun- 
ty takes  five  years  to  get  to  trial.  The  county 
bar  association  is  so  angered  that — what 
else? — it's  suing  state  officials. 


Justice  delayed 


By  Deirdre  Fanning 


Stephen  Goodin  was  driving 
home  one  evening  in  the  sum- 
mer of  1983  when  he  was  hit 
head-on  by  a  car  fleeing  a  Los  Angeles 
police  cruiser.  He  came  away  from  the 
accident  with  two  fractured  legs,  and 


some  months  afterwards  he  filed  a 
personal  injury  lawsuit  against  the 
city  of  Los  Angeles  in  Los  Angeles 
County  Superior  Court,  claiming 
some  $40,000  in  medical  bills  and  lost 
wages.  Four  years  later  Steve  Goodin 
is  still  awaiting  his  day  in  court.  His 
case  is  mired  somewhere  in  the  esti- 
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mated  10,000  civil  actions  likely  to  go 
to  trial  at  the  Los  Angeles  County 
Superior  courthouse. 

There's  no  telling  when  Goodin 
will  get  his  day  in  court.  The  median 
disposition  time  of  civil  cases  in  state 
court  in  downtown  Los  Angeles  is 
almost  five  years — and  that  time  is 
lengthening.  Exasperated  by  such  de- 
lays, the  Los  Angeles  County  Bar  As- 
sociation is  now  suing  California 
state  officials.  The  effect  of  such  court 
congestion,  the  novel  lawsuit  claims, 
is  to  deny  the  people  of  Los  Angeles 
their  constitutional  right  to  due  pro- 
cess. So  the  plaintiff  demands  the  im- 
mediate addition  of  judges  to  handle 
the  civil  logjam. 

Los  Angeles'  troubles  have  been 
building  for  decades.  One  factor,  of 
course,  is  the  sheer  number  of  civil 
filings — almost  140,000  last  year 
alone,  compared  with  some  80,000  in 
1976.  Another  factor  is  the  changing 
nature  of  these  civil  cases,  with  rela- 
tively straightforward  contract  cases 
less  common  and  complicated  tort  ac- 
tions more  so.  The  latter  typically 
require  more  expert  witnesses  and 
longer  trial  times. 

As  if  that  were  not  enough,  civil 
calendars  have  been  hit  hard  by  heavi- 
er loads  on  the  criminal  side.  The 
number  of  criminal  cases  filed 
in  the  state  court  in  Los  Angeles 
has  grown  over  100%  in  little 
more  than  a  decade — from 
20,000  in  1976  to  more  than 
40,000  in  1987.  Smce  the  Con- 
stitution guarantees  criminal 
defendants  the  right  to  a  speedy 
trial — no  such  guarantee  cur- 
rently applies  to  civil  cases — 
criminal  actions  take  prece- 
dence. In  Los  Angeles  this  has 
meant  reassigning  many  civil 
court  judges  to  the  criminal  side 
to  help  dispose  of  the  overflow 
there.  Last  July  the  civil  side  of 
the  Los  Angeles  court  virtually 
shut  down  for  three  months,  as 
half  of  all  civil  trial  judges  were 
ordered  over  to  the  criminal 
side  in  an  unsuccessful  crash 
program  to  help  alleviate  over- 
crowded jails. 

Los  Angeles'  is  by  no  means 
the  only  major  metropolitan 
court  system  thus  over 
whelmed.  Reliable  comparative 
data  are  hard  to  come  by,  with 
different  courts  using  various 
methodologies  in  compiling  sta- 
tistics. But  an  informal  survey 
done  by  Forbes  one  morning  in 
March  of  the  civil  court  calen- 
dars in  three  major  cities  turned 
up  the  following  civil  courts 
that   are   over  their  heads.   In 
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Houston,  three  randomly  chosen 
courts  were  facing  two  5 -year-old 
cases  and  one  3-year-old  case.  Of  the 
first  14  cases  on  the  calendar  in  a 
Chicago  circuit  court,  9  were  filed  in 
1978  and  5  in  1979.  And  in  Boston, 
the  median  age  of  pending  civil  cases 
in  Suffolk  County  courts  is  around  24 
months. 

The  Los  Angeles  County  Bar  Asso- 
ciation says  the  answer  to  the  backlog 
problem  is  simple:  hire  more  judges. 
Citing  estimates  by  the  Judicial 
Council  of  California,  which  adminis- 
ters the  state's  courts,  the  group's 
lawsuit  claims  the  Los  Angeles  court 
needs  approximately  120  judges  just 
to  handle  incoming  civil  filings.  Elim- 
inating the  existing  backlog  by  1992, 
the  complaint  notes,  will  require  an 
additional  100  judges.  That's  a  total  of 
220  judges,  which  would  nearly  dou- 
ble the  number  of  state  court  judges 
now  sitting  (278)  in  Los  Angeles. 

It's  undoubtedly  true  that  more  effi- 
ciency in  the  courts  themselves  and 
legislative  reform  more  carefully  lim- 
iting tort  actions  could  do  a  lot  to  cut 
such  backlogs.  But  in  suing  for  more 
judges  the  Los  Angeles  Bar  Associa- 
tion surely  has  a  point.  Its  day  in 
court,  at  least,  should  be  coming  soon. 
The  bar  association's  suit  will  be 
heard  in  a  Los  Angeles  federal  court. 
No  backlog.  ■ 


Rent  a  judge 


There  is  a  way  to  jump  the  queue 
of  civil  cases  awaiting  trial  in 
Los  Angeles — if  you  have  the  mon- 
ey. You  can  rent  a  judge. 

California  statute  has  long  al- 
lowed retired  judges  to  rent  their 
services  to  parties  willing  to  sub- 
mit a  dispute  to  them.  The  Los 
Angeles  County  Superior  Court  it- 
self provides  would-be  judge-rent- 
ers with  a  list  of  some  50  retired 
judges  for  hire.  And  private  compa- 
nies like  Philadelphia-based  Judi- 
cate  and  Santa  Ana,  Calif.-based 
Judicial  Arbitration  &  Mediation 
Services  Inc.  have  carved  a  niche 
for  themselves  with  their  stables  of 
retired  judges  for  hire. 

Such  outfits  typically  operate  as 
a  type  of  loose  partnership,  charg- 
ing clients  a  fixed  hourly  fee  and 
later  distributing  the  proceeds  to 
the  judges  proportionally.  Some 
judges  prefer  to  work  the  private- 
judge  circuit  on  their  own — with 
the  help  of  little  more  than  a  tele- 
phone answering  machine  and  a 
personal  computer,  these  free- 
lancers can  handle  disputes  from 


their  own  home. 

In  return  for  settling  disputes — 
typically  through  mediation,  set- 
tlement conferences  or  trials — 
rent-a-judges  command  fees  that 
range  from  $125  to  $300  an  hour. 
It's  not  uncommon  for  a  rented 
judge  to  earn  $150,000  a  year.  That, 
plus  a  pension  earned  on  the 
bench,  surely  beats  an  $88,500 
state  court  salary. 

Time  is  money.  A  speedy  private 
action,  one  judge  for  hire  tells 
Forbes,  could  cut  the  cost  of  even  a 
messy  divorce  case  by  more  than 
half.  Private  judges  occasionally 
use  real  courtrooms,  with  real  ju- 
ries empaneled  by  the  state.  Ver- 
dicts in  tried  cases  can  be  appealed 
in  higher  state  courts. 

One  aspect  of  rent-a-judge  pro- 
ceedings has  a  singular  appeal: 
Most  of  the  trials  are  private. 
Rent-a-judges,  not  surprisingly,  are 
highly  thought  of  by  those  show 
biz  folk  who  are  eager  to  keep 
their  contract  disputes  or  unsa- 
vory divorce  proceedings  out  of 
the  newspapers.— D.F. 


ADVERTISEMENT 


Small  Company's  New  Golf  Ball  Flies  Too 
Far;  Could  Obsolete  Many  Golf  Courses 


Pro  Hits  400-Yard  Tee  Shots  During  Test  Round 
Want  To  Shoot  An  Eagle  or  Two? 

By  Mike  Henson 

MERIDEN,  CT  -  A  small  golf  company  in 
Connecticut  has  created  a  new,  super  ball  that  flies  like 
a  U-2,  putts  with  the  steady  roll  of  a  cue  ball  and  bites 
the  green  on  approach  shots  like  a  dropped  cat.  But 
don't  look  for  it  on  weekend  TV.  Long-hitting  pros 
could  make  a  joke  out  of  some  of  golf's  finest  courses 
with  it.  One  pro  who  tested  the  ball  drove  it  400  yards, 
reaching  the  green  on  all  but  the  longest  par-fours. 
Scientific  tests  by  an  independent  lab  using  a  hitting 
machine  prove  the  ball  out-distances  all  major  brands 
dramatically. 

The  ball's  extraordinary  distance  comes  partly  from 
a  revolutionary  new  dimple  design  that  keeps  the  ball 
aloft  longer.  But  there's  also  a  secret  change  in  the  core 
that  makes  it  rise  faster  off  the  clubhead.  Another 
change  reduces  air  drag.  The  result  is  a  ball  that  gains 
altitude  quickly,  then  sails  like  a  glider.  None  of  the 
changes  is  noticeable  in  the  ball  itself. 

Despite  this  extraordinary  performance  the  com- 
pany has  a  problem.  A  spokesman  put  it  this  way:  "In 
golf  you  need  endorsements  and  TV  publicity.  This  is 
what  gets  you  in  the  pro  shops  and  stores  where  95% 
of  all  golt  products  are  sold.  Unless  the  pros  use  your 
ball  on  TV,  you're  virtually  locked  out  of  these  outlets. 


TV  advertising  is  too  expensive  to  buy  on  your  own,  at 
least  for  us. 

"Now,  you've  seen  how  far  this  ball  can  fly.  Can  you 
imagine  a  pro  using  it  on  TV  and  eagle-ing  par-fours?  It 
would  turn  the  course  into  a  par-three,  and  real  men 
don't  play  par-three's.  This  new  fly-power  forces  us  to 
sell  it  without  relying  on  pros  or  pro-shops.  One  way  is 
to  sell  it  direct  from  our  plant.  That  way  we  can  keep 
the  name  printed  on  the  ball  a  secret  that  only  a  buyer 
would  know.  There's  more  to  golf  than  tournaments, 
you  know." 

The  company  guarantees  a  golfer  a  prompt  refund  if 
the  new  ball  doesn't  cut  five  to  ten  strokes  off  his  or  her 
average  score.  Simply  return  the  balls  —  new  or  used  — 
to  the  address  below.  "No  one  else  would  dare  do  that," 
boasted  the  company's  director. 

If  you  would  like  an  eagle  or  two,  here's  your  best 
chance  yet.  Write  your  name  and  address  and  "Code 
Name  S"  (the  ball's  R&D  name)  on  a  piece  of  paper  and 
send  it  along  with  a  check  (or  your  credit  card  number 
and  expiration  date)  to  National  Golf  Center 
(Dept.  H-683 ),  500  S.  Broad  St.,  Meriden,  CT  06450.  Or 
phone  203-238-2712,  8-8  Eastern  time.  No  P.O.  boxes, 
all  shipments  are  UPS.  One  dozen  "S"  balls  cost  $21.95 
(plus  $1.95  shipping),  two  to  five  dozen  are  only  S19.50 
each,  six  dozen  are  only  $99.00.  You  save  $43.00  order- 
ing six.  Shipping  is  free  on  two  or  more  dozen.  Specify 
white  or  Hi- Vision  yellow. 
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HOW  TOUGH  IT  IS 
TO  DO  BUSINESS  IN  ASIA. 
That's  because  we've  been  doing 
business  there  for  over  40  years. 

We  fly  from  200  U.S.  cities 
with  daily  flights  to  busi- 
ness centers  like  Tokyo, 
Hong  Kong  and 
Seoul.  These  flights 
include  nonstops 
from  cities  like 
Detroit,  Chicago, 
and  New  York.  On 
nothing  but  747s. 

So  to  get  to  your 
office  in  the  Far 
East  without  a     ^ 
struggle,  call  y< 
travel  agent  or 
Northwest. 


LOOK  TO  US  $  NORTHWEST  AIRLINE 

INTERNATIONAL  RESERVATIONS  1-800-447-4747.     C  1988  Noithwesl  A.rhnes,  Inc 


Numbers  Game 


Aren't  depreciation  charges  on  fixed  assets 


who  will  take  care  of  the  assets  when 
the  need  arises. 

Bond-raters  Moody's  and  Standard 
&  Poor's  have  indicated  that  qualified 
opinions  based  on  depreciation  alone 
will  not  affect  ratings  on  the  $40  bil 


at  the  core  of  responsible  accounting?  Not  lion to  $50  billLion  °f  private  college 

^  -*  j        •      •  an"  university  bonds  outstanding.  So 

according  to  many  college  administrators,  why,  reaiiy,  is  the  administration  \ 

°  crowd  so  upset  over  Statement  93? 


High  dudgeon  in 
the  ivory  tower 


By  Penelope  Wang 


Accounting  rulemakers  kicked  a 
l  sleeping  dog  when  they  took  on 
■  the  country's  private  colleges 
and  universities.  Last  fall  the  Finan- 
cial Accounting  Standards  Board  is- 
sued Statement  93.  Effective  May  15, 
it  orders  not-for-profit  groups 
to  depreciate  their  fixed  as- 
sets, just  as  private  business- 
men do. 

"The  FASB  has  completely 
missed  the  mark  on  this 
one,"  says  Dartmouth  Trea- 
surer Robert  Field,  of  State- 
ment 93.  Agrees  David  Alex- 
ander, president  of  Pomona 
College:  "The  traditional  [ac- 
counting) system  has  worked 
well  for  years."  Richard 
Rosser,  president  of  the  Na- 
tional Association  of  Inde- 
pendent Colleges  &  Univer- 
sities, reports  that  at  least  80 
schools  are  considering  tak- 
ing qualified  opinions  on 
their  financial  statements, 
rather  than  complying  with 
the  depreciation  rule. 

What's  wrong  with  some- 
thing as  basic  as  recording 
depreciation?  Like  tire  factories  and 
headquarters  buildings,  lecture  halls 
and  chapels  wear  out  over  time  It 
college  administrators  ignore  depreci- 
ation, aren't  they  cheating  future  stu- 
dents by  undercharging  today's? 

Not  according  to  Richard  Bauer. 
Bauer  is  vice  president  for  finance  at 
tiny  Centre  College  (enrollment,  860) 
in  Panville,  Ky.  He  notes  that  the  Old 

litre  administration  building,  con- 
ned in  1819  and  later  renovated, 
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has  been  carried  on  the  college  books 
at  $45,000  for  years.  Following  the 
FASB's  depreciation  rule,  says  Bauer, 
would  require  him  to  write  down 
nearly  the  entire  book  value  of  the 
building.  Statement  93  "makes  no 
sense  to  us,"  complains  Bauer. 

What  of  a  new  building?  Robert  An- 


thony, chairman  of  the  audit  commit- 
tee at  Colby  College,  replies  that  most 
academic  buildings  are  bought  or 
built  with  contributions.  This,  he 
says,  makes  a  college  different  from  a 
business.  "The  only  reason  to  depreci- 
ate is  to  figure  out  whether  you  broke 
even,"  says  Anthony.  "Who  needs  to 
know  the  depreciation  expense  of  a 
cathedral?" 

What  does  matter,  in  this  view,  is 
good  relations  with  wealthy  alumni, 


Two  basic  reasons.  One,  because 
complying  will  be  a  costly  hassle. 
Two,  because  many  administrators 
fear  that  writing  down  their  fixed  as- 
sets will  make  them  look,  in  the  eyes  i 
of  alumni  and  trustees,  like  inept 
managers.  They  seem  especially  con- 
cerned about  comparisons  with  their 
counterparts  at  public  colleges  and 
universities,  with  which  private 
schools  compete  for  students  and 
funding. 

The  accounting  policies  of  public 
institutions  are  ruled  by  FASB's  sister 
organization,  the  Governmental  Ac- 
counting Standards  Board.  GASB  does 
not  require  public  colleges  and  uni- 
versities under  its  sway  to  depreciate 
assets.  Notes  Yale  University  Comp- 
troller Leonard  Wesolowski:  "[Pri- 
vate) colleges  that  have  been  invest- 
ing regularly  in  their  assets — main- 
taining their  facilities — will  be  able 
to  offset  the  depreciation. 
But  one  that  isn't  investing 
in  assets  will  be  at  a  disad- 
vantage." 

"With  this  turf  battle  be- 
tween the  FASB  and  GASB, 
we  feel  that  all  of  higher  edu- 
cation is  caught  in  the  mid- 
dle," says  John  Frazer,  execu- 
tive director  of  the  Council 
of  Independent  Kentucky 
Colleges  &  Universities. 
"Reporting  practices  should 
be  the  same  for  the  whole 
industry." 

That's  a  fair  point.  But  a 
better  one  is  made  by  Ronald 
Bossio,  the  FASB  project 
manager  for  Statement  93 
Bossio  says  many  school  ad- 
ministrators have  deferred 
maintenance  costs  and  now 
lack  adequate  capital  to  re 
pair  and  replace  assets. 
"Some  college  administrators  have 
simply  not  been  managing  their  as- 
sets," says  Bossio,  "and  don't  know 
what  they  have  or  how  much  has 
walked  out  the  door." 

The  solution  lies  not  in  holding  fast 
to  inferior  accounting  standards  but 
in  bringing  all  institutions — public 
and  private — up  to  the  same  higher 
standards.  If  doing  so  embarrasses 
some  members  of  the  ivory  tower 
crowd,  the  benefits  are  worth  it 
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Doing  business  in  Canada  is  no  breeze. 
Consider  Abitibi-Pr ice's  inability  to  capital- 
ize on  the  boom  in  newsprint. 


Paper  problems 


By  Ralph  King  Jr. 


Y'  ou  would  think  Abitibi-Price 
Inc.,  the  world's  largest  producer 
of  newsprint,  would  be  minting 
money  these  days.  The  price  of  news- 
print, the  stuff  newspapers  are  made 
of,  has  jumped  21%  since  late  1986.  In 
North  America,  where  Abitibi  com- 
mands a  12%  share  of  the  market, 
newsprint  mills  are  running 
flat  out. 

Instead,  the  Toronto-based 
papermaker's  9%  operating 
margin  has  barely  budged 
from  1986.  Its  net  earnings 
last  year  rose  a  disappointing 
14%,  to  $100  million,  or 
$1.34  per  share,  on  $2.4  bil- 
lion in  sales.  (All  figures  in 
U.S.  dollars,  unless  noted.) 
Abitibi's  dapper,  cigar-toting 
chairman,  Bernd  Koken, 
says:  "One  year  does  not 
make  a  career." 

Perhaps  not,  but  a  bad  year 
at  the  top  of  the  business  cy- 
cle is  more  embarrassing 
than  a  bad  one  at  the  bottom. 
The  62-year-old  Koken  envi- 
sions a  company  "radically  more  prof- 
itable" and  far  bigger  ($4  billion  in 
sales)  by  1991,  when,  he  declares,  he 
will  retire  and  move  to  Florida. 

Abitibi's  largest  shareholders,  the 
Reichmann  brothers,  apparently 
think  Koken  can  do  it.  They  recently 
added  1.5  million  shares,  raising  their 
stake  to  77%.  This  buying  has 'helped 
keep  the  New  York  Stock  Exchange 
stock  trading  at  eight  times  projected 
earnings,  versus  six  for  other  Canadi- 
an paper  producers.  "I  never  see  a 
Reichmann  between  board  meetings, 
even  though  they're  just  a  few  floors 
up,"  smiles  Koken.  "They  manage 
their  investment.  We  manage  the 
business."  But  that  could  change  if 


results  don't  improve. 

Why  the  disappointing  profitabili- 
ty? Canada,  for  one  thing.  According 
to  Koken,  Abitibi  labors  under  a  $50- 
per-delivered-ton  cost  disadvantage 
compared  with  such  major  producers 
in  the  southern  U.S.  as  Bowater.  Rug- 
ged terrain,  bad  weather  and  tough 
unions  make  Abitibi  timber  costly  to 
harvest,    despite    much    mechaniza- 


modernizing  and  converting  some  to 
production  of  higher-margin  specialty 
papers.  One  big  problem:  It  can't  just 
close  the  oldest  and  worst  mills  to 
build  state-of-the-art  facilities.  Not  in 
semisocialist  Canada.  "You  can't 
close  a  mill  in  Canada,"  says  Koken, 
"and  if  you  sell  it,  you  become  your 
own  worst  enemy."  Why?  A  new 
small  operator  could  step  in  and  pro- 
duce at  far  lower  costs,  since  the  gov- 
ernment and  the  unions  would  grant 
concessions  not  available  to  an  indus- 
try leader. 

Result:  Abitibi  will  build  newsprint 
mills  only  in  regions  of  the  world 
where  costs  are  lower  than  in  Canada. 
Currently  it  is  vying  with  Bowater, 
North  America's  third-largest  news- 
printmaker,  for  the  chance  to  build 
and  run  a  200,000-ton  mill  in  Venezu- 
ela. Abitibi  has  just  one  U.S.  mill,  in 
Augusta,  Ga.,  owned  jointly  with 
Thomson  Newspapers  since  1981. 

The  company  has  also  tried  to  di- 
versify away  from  the  wild  profit 
swings  and  capital-intensiveness  of 
papermaking.  Since  1984  it  has  paid 
$90  million  (Canadian)  for  an  enve- 
lope maker,  a  paper  merchant,  a  build- 
ing-materials firm  and  distributors  of 


Brian  Milne/First  Light 


Modern-day  lumberjacks 

Still  a  S50-per-ton  disadvantage. 


tion.  Forget  the  image  of  lumberjacks 
tromping  through  the  bush  with  a 
chainsaw,  shouting  "Timber."  Mod- 
ern-day lumberjacks  sit  in  comfort- 
able, enclosed  cabs  of  $250,000  ma- 
chines with  6-foot-high  wheels  and 
hydraulic  arms  that  fell,  delimb,  cut 
and  stack  up  to  1,800  trees  per  eight- 
hour  shift.  But  thanks  to  powerful 
unions,  some  of  the  gains  from  such 
capital  investments  go  to  workers 
throughout  the  company:  An  average 
mill  worker  makes  $26,900  a  year  in 
Canada,  vs.  $19,400  in  the  U.S.  South. 
Abitibi,  like  other  Canadian  paper 
producers,  continues  to  suffer  from 
outdated,  inefficient  mills,  some  as 
much  as  70  years  old.  It  is  slowly 


school  and  office  supplies — 
all  first  or  second  in  mostly 
Canadian  markets.  On  40% 
of  sales,  the  diversified  group 
contributed  only  an  estimat- 
ed 17%  of  profits. 

While  demand  for  news- 
print remains  strong,  further 
hefty  price  increases  this 
year  and  next — which  Koken 
is  counting  on — may  not  ma- 
terialize if,  as  seems  likely, 
customers  like  the  Washing- 
ton Post  and  the  New  York 
Times  rebel.  In  addition, 
about  half  of  Abitibi's  recent 
price  increases — to  $650  per 
metric  ton — have  been 
chewed  up  in  currency  trans- 

lation.  Until  14  months  ago, 

$1  of  newsprint  sold  in  the  U.S.  (70% 
of  Abitibi's  volume)  brought  in  $1.39 
Canadian;  now  it  fetches  $1.26.  Ko- 
ken says  this  chopped  $40  million 
from  operating  profits  in  1987. 

Of  course,  the  company  hasn't  been 
just  a  bump  on  a  log.  It  has  spent  an 
average  of  $250  million  (Canadian) 
per  year  on  mill  modernization  since 
1980,  shifted  production  away  from 
volatile  lumber  and  pulp  toward  high- 
er-value paper  products.  But  these 
moves,  designed  to  help  Abitibi  com- 
pete with  more  efficient  U.S.  paper- 
makers  and  to  stabilize  earnings,  have 
not  paid  off  so  far.  Its  return  on  equity 
was  11%  last  year,  vs.  the  U.S.  paper 
industry  median  of  15%.  ■ 
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Today,  tires,  auto  parts  and  candy,  as  well  as  computers  and 
blue  jeans,  are  going  to  market  in  jets.  But  where  are  the  profits? 


21st-century 
truckers 


By  Edwin  A.  Finn  Jr. 


Okay,  Lowell  Thomas  Jr., 
it's  time  to  wake  up!" 
With  that  battle  cry, 
Captain  Dick  Crawford 
chortles  gleefully,  stomps 
his  cowboy  boot  on  the  cockpit  floor 
and  wheels  the  747  jumbo  jet  onto  the 
runway  at  Anchorage  International 
Airport.  Minutes  later,  he  roars  down 
the  tarmac  at  150  miles  an  hour,  1 10 
tons  of  cargo  battened  down  in  the 
cavernous  hold  behind  and  beneath. 
Using  more  of  the  runway  than  is 
good  for  at  least  one  hitchhiker's 
nerves,  the  747  finally  noses  upward, 
surging  above  the  Chugach  Mountain 
peaks  and  the  ice  floes  bobbing  in  the 
frigid  Pacific.  Next  stop:  Tokyo. 

Cargo  flights  like  this  annoy  Lowell 
Thomas  Jr. — Alaska's  former  lieuten- 
ant governor  and  son  of  the  famed 
broadcaster.  From  his  estate  adjacent 
to  the  airport,  Thomas  regularly 
phones  authorities  to  complain  about 
the  god-awful  noise  before  dawn  and 
after  dark.  But  like  others  around  the 
world  whose  lot  it  is  to  live  near  an 
airport — protesting  environmental- 
ists around  the  airport  in  Zurich,  mili- 
tant farmers  near  Tokyo's  Nanta  air- 
port— Thomas  will  have  to  learn  to 
live  with  cargo  flights.  They  are  fast 
becoming  a  preferred  link  between  in- 
ternational markets,  not  only  for 
high-value-added  goods  like  computer 
chips  and  medical  equipment  but  also 
for  mundane  cargo  like  dresses  and 
cigarettes — goods  that  once  moved 
exclusively  by  ship. 

Four  times  a  week,  for  example,  a 
747  jumbo  jet  touches  down  in  Co- 
lumbus, Ohio,  its  cargo  bay  stuffed  to 
capacity  with  Asian  garments  for  the 
.  uired  retail  chain.  Texas  Instru- 
ments make;-  semiconductor  chips  in 
Lubt-  .  flies  them  to  Singa- 
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pore  for  processing  and  then  flies  the 
finished  chips  back  to  Texas  to  be  put 
into  telecommunications  equipment. 
Perhaps  one  of  the  world's  most  re- 
markable cargo  flights  is  Lufthansa's 
weekly  run  from  Turin  to  Detroit: 
The  German  airline's  747s  haul  near- 
ly completed  Cadillac  Allantes — 56  at 
a  time.  "Even  to  me  this  is  amazing, 
and  I  have  been  in  the  business  24 
years,"  says  Heiny  Rohrer,  head  of 
Swissair's  Asian  cargo  operations. 

On  the  ground,  air  cargo  terminals 
are  bursting  at  the  seams.  Tokyo's 
Balaki  freight  center,  the  world's  larg- 
est air  cargo  warehouse,  covering  8 
acres,  already  handles  half  as  much 
freight  in  a  year  as  all  the  ships  in  the 
bustling  port  of  Boston.  Even  so,  Ba- 
laki is  launching  a  building  program 
to  expand  by  25%. 

Worldwide,  air  freight  payloads 
jumped  to  16.6  million  tons  last  year, 
up  43%  from  1982.  This  at  a  time 
when  ship,  truck  and  train  freight  vol- 
umes have  plateaued.  Meanwhile, 
partly  because  of  long-haul  interna- 
tional flights,  air  cargo  revenues  have 
been  growing  at  more  than  10%  a 
year,  nearly  double  the  growth  rate  of 
airlines'  passenger  revenues. 

Why  is  air  cargo  booming?  One  rea- 
son is  that  deregulation  has  filled  the 
skies  with  new  carriers,  pushing  in- 
ternational air  cargo  rates  down  as 
much  as  50%.  This  has  expanded  the 
customer  base  far  beyond  the  luxury 
goods  that  have  long  traveled  routine- 
ly by  air — jewelry  from  France,  fresh- 
cut  lilies  from  South  America.  Indeed, 
rates  arc  getting  so  inexpensive  that 
tires,  auto  parts  and  even  candy  are 
traveling  by  air. 

Changes  in  world  trade  flows  and 
manufacturing  styles  have  helped, 
too.  U.S.  companies  today  rely  in- 
creasingly on  Third  World  subsidiar- 
ies for  parts,  and  many  use  just-in- 


time  inventory  systems  that  can't 
wait  for  components  to  arrive  by  ship 
or  train.  Manufacturers  also  make 
more  products  of  lightweight  plastic, 
which  is  less  expensive  to  ship  by  air 
freighter. 

"Just  as  trucks  took  over  high-val- 
ue, time-sensitive  products  from  the 
railroads  years  ago,  the  air  cargo  busi- 
ness is  now  taking  that  business  from 
trucks  and  ships,"  says  James  Cronin, 
president  of  Flying  Tigers,  the  world's 
largest  air  cargo  carrier.  What  will  be 
left  for  the  ships  and  long-haul, 
trucks?  "Largely  the  low-value  com- 
modity items,  where  there  is  very  lit- 
tle revenue  growth,"  Cronin  predicts. 

Dollar  value   is   usually  decisive. 
Most  seaborne  cargo  is  oil  or  grain, 
valued  at  about  24  cents  a  pound.  Av- 
erage wholesale  value  of  air  cargo  by 
contrast:  more  than  $15  per  pound 
What  products,  then,  are  worth  ship- 
ping by  air?  Companies  around  the 
world  are  reexamining  that  question.  I 
Studies  by  air  cargo  carriers  suggestB 
that,  generally  speaking,  goods  must  I 
be  worth  $10  a  pound  to  merit  space  I 
on  a  jetliner.  But  no  longer  are  there  | 
hard-and-fast  rules.  After  all,  a  50 
cent  bolt  will  be  airshipped  if  it  is 
needed  to  get  a  $3  million  machine 
running  again. 

But  profits  for  the  sky  truckers? 
They  have  been  as  elusive  as  Saint 
Elmo's  fire.  The  main  reason  is  excess 
capacity.  Expanding  passenger  air 
lines  have  been  eager  to  fill  the  empty 
bellies  of  their  jets  with  cargo — at 
cheap  rates.  Transatlantic  routes  are 
particularly  cutthroat,  with  some 
haulers  slashing  fees  to  as  little  as  30 
cents  a  pound,  versus  10  cents  for  the 
seven-day  ship  voyage.  Some  of  the 
most  aggressive  cargo  haulers  are  gov 
crnment-subsidized  carriers  such  as 
Japan  Air  Lines  and  Germany's  Luft- 
hansa, both  of  which  have  been  add-1' 
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Scott  Goldsmith 


Flying  Tigers  cargo  fleet  docked  at  the  company's  hub  near  Columbus,  Ohio 
Will  Washington  keep  foreign  competitors  away  from  the  heartland? 


ing  rapidly  to  their  fleets  of  747  cargo 
freighters. 

Amid  all  the  jockeying  for  position, 
Los  Angeles-based  Flying  Tigers  has 
managed  to  remain  the  world's  largest 
air  cargo  outfit,  followed  by  Federal 
Express,  Japan  Air  Lines,  Lufthansa 
and  Air  France.  But  Flying  Tigers  suf- 
fered through  two  straight  years  of 
losses  before  turning  a  profit  last  year, 
and  its  prospects  for  continued  profit- 
ability— at  least  for  now — depend  on 
low  fuel  prices,  further  expansion  of 
world  trade  and,  perhaps  most  impor- 
tant,   Washington's    willingness    to 


keep  subsidized  foreign  competitors 
out  of  the  U.S.  market. 

Foreigners  at  present  are  limited 
largely  to  the  gateway  cities  of  Los 
Angeles,  Miami  and  New  York.  Will 
Washington  keep  it  that  way?  After 
some  unfortunate  giveaways,  the  De- 
partment of  Transportation  is  realiz- 
ing that  many  foreign  cargo  carriers 
aren't  playing  fair.  Foreigners  some- 
times set  rates  at  less  than  cost,  domi- 
nate prime  landing  slots  in  their  home 
countries  and  pressure  compatriots  to 
shun  American  carriers.  So  far  the 
U.S.  has  allowed  foreign  carriers  to 


service  inland  U.S.  cities  with  passen- 
ger aircraft  and  with  "combis,"  a  hy- 
brid 747 — half  cargo  freighter,  half 
passenger  jet.  But  at  the  urging  of  U.S. 
carriers,  and  responding  to  their 
charges  of  unfair  trade  practices, 
Washington  seems  determined  to 
keep  foreign  cargo  freighters  out  of 
inland  cities — for  now. 

That's  important  because  cities  in 
the  American  heartland  are  growing 
more  desirable  by  the  day.  Unlike 
gateway  cities,  inland  airports  are 
comparatively  free  of  labor  strife, 
heavy  traffic  and  pilferage  problems. 


Scott  Goldsmith 


Loading  Cadillac  Atlanta  in  Turin  (left )  and  baby  chicks  in  Columbus 
What's  worth  shipping  by  air?  There  are  now  no  hard-and-fast  rules. 
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We're  looking  for 
people  to  invest  in  crazy 
ideas  like  these. 


This  year's  crazy  idea  is  often  next  year's 
brilliant  one. 

And  it  can  also  be  an  extremely  profitable 
investment— for  investors  smart  enough 
to  invest  ahead  of  the  pack. 

No  wonder,  then,  that  so  many  investors 
are  attracted  to  the  stocks  offered  by  The 
Stuart-James  Company. 

At  Stuart-James,  we  specialize  in  young, 
entrepreneurial  companies.  Companies 
with  ideas  that,  in  our  opinion,  offer 
extraordinary  opportunity  for  growth. 

Naturally,  stocks  like  these  are  riskier 
than  your  average  stock.  But  then,  your 
average  stock  offers  nowhere  near  the 
upside  potential  these  do. 

In  fact,  one  recent  study  showed  that  over 
the  last  thirteen  years,  while  the  stocks  in 
the  Standard  &  Poor's  500  appreciated 
260%,  the  entrepreneurial  companies  in  the 
Venture  Capital  100  index  went  up  1,632%: 

What's  more,  by  investing  with  Stuart- 
James  you  can  enhance  your  prospects 
considerably. 

Each  company  we  recommend  under- 
goes exhaustive  research:  Only  one 
company  in  fifty  survives  our  scrutiny. 

Even  so,  our  stocks  are  not  for  everyone. 
Some  investors  think  the  very  idea  of 
investing  in  a  young,  unproven  company 
is  crazy. 

Of  course,  it  wouldn't  be  the  first  time  a 
crazy  idea  paid  off  big,  would  it? 

Contact  any  of  our  local  offices  (there  are 
over  50).  Or:  The  Stuart-James  Company, 
805  Third  Avenue,  New  York,  NY  10022. 
l-(800)-227-1161.  In  NY  State  l-(800)-631-5477. 

•Source:  Venture  Capital  Journal,  Wellesley  Hills  MA  Study  was  not  ot  stocks 
recommended  by  Stuart-James  and.  is  no  guarantee  of  future  performance 
©  1988  The  Stuart-James  Co.,  Inc    Member  NASD  &  SIPC 

Stuart-James  Co.Jnvestments. 

High  risk,  high  rewardsr 


Business 
people 
waste  the 
equivalent 
of  one  day 
a  week 
looking  for 
information. 
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With  a  Unisys  computer 
system  you  won't  have  to 
pay  that  kind  of  penalty. 

Our  fourth-generation 
languages  are 
productivity  tools  that 
deliver  information  the 
way  you  need  it:  quickly 
and  in  the  right  format. 

Unisys  4GLs  are  not 
rigid  like  conventional 
systems,  so  you  can 
easily  manipulate 
a  database  as  you  go. 

Using  English 
commands,  you  can  seek 
out  the  information  you 


need— even  as  your 
needs  change. 
Applications  can  be 
developed  and  an 
integrated  software 
system  built  faster. 
Backlog  is  dramatically 
reduced. 

The  end  result  is  that 
you  can  react  more 
quickly  to  business 
changes  because  you 
are  armed  with  better 
information. 

But  that's  not  all  we 
have  to  offer. 

Unisys  is  a  $10  billion 
international  information 
systems  company  with 
an  integrated  line  of 


hardware,  software,  and 
networking  systems  that 
will  enhance  the  value  of 
the  systems  you  already 
have. 

We  believe  that  timely, 
precise  information  leads 
to  better  decisions. 

And  a  computer 
system  that  puts  better 
information  at  your 
fingertips  is  one  of  the 
best  decisions  of  all. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 


Corrosion  Corner 


C-46  under  repair  in  Miami 
Don't  ask  questions. 


The  northwest  corner  of  Miami 
International  Airport  reeks  of 
intrigue:  part  CIA  staging  area,  part 
drug  smugglers'  hangout,  part 
primitive  cargo  terminal.  In  ironic 
homage  to  the  rotting,  cannibal- 
ized prop  planes  strewn  about,  pi- 
lots call  it  Corrosion  Corner.  Says 
one  veteran,  "I've  never  seen  any- 
thing like  it  anywhere  in  the 
world." 

The  aircraft  here — mostly  agmg 
DC-3s,  DC-6s  and  the  type  of 
Beech- 18s  that  Amelia  Earhart 
flew  in  the  1930s — aren't  dead  yet. 
All  day  long,  mechanics  patch  fuselages  and  rebuild 
engines  so  that  the  planes  can  sputter  out  onto  the 
runway  each  night  and  wing  off  to  the  Caribbean  and 
South  America.  Corrosion  Corner  is  the  bottom  of  the 
air  cargo  barrel. 

What  do  these  dinosaurs  carry?  Going  south  the 
payload  tends  to  be  basic  foodstuffs  and  manufactured 
items.  Coming  back?  Don't  ask.  One  airline  in  Corro- 
sion Comer  gets  busted  almost  annually  for  cocaine 
smuggling.  "There's  no  way  you  can  tell  if  someone 
slips  a  package  of  coke  in  your  cargo,"  says  one  Miami 
cargo  pilot.  "The  [Drug  Enforcement  Administration) 
guys  come  down  here  with  dogs  sometimes,  but  they 
can't  smell  cocaine  in  a  DC-6  full  of  flowers."  (Cut 
flowers,  officially  at  least,  are  one  of  Colombia's  main 


air  freight  exports  to  the  U.S.) 

People  in  Corrosion  Corner 
don't  cotton  to  strangers.  If  the 
outsiders  aren't  with  the  DEA, 
they  could  be  with  the  Federal  Avi- 
ation Administration  or  trying  to 
snoop  on  the  Central  Intelligence 
Agency.  Amid  all  these  fly-by- 
night  transport  companies  stands 
Southern  Air  Transport,  the  airline 
widely  assumed  to  be  a  CIA  airlift 
operation  for  Central  America. 
Around  here,  people  don't  ask 
questions  about  a  jungle-camou- 
flaged C-130  cargo  jet  being  loaded 
from  a  Ryder  rent-a-truck. 

Cargo  pilots  say  planes  routinely  fly  out  of  Corrosion 
Comer  overloaded.  They  suspect  that  is  what  happened 
last  September,  when  a  35-year-old  D-18  crashed  on 
takeoff.  Says  a  pilot,  "The  way  that  thing  crashed,  you 
can  bet  it  was  either  overloaded  or  the  cargo  wasn't  tied 
down  right."  The  FAA  is  currently  investigating  the 
matter. 

As  part  of  the  war  on  drugs,  the  Justice  Department 
last  month  promised  to  crack  down  on  questionable 
cargo  carriers.  But  even  as  Attorney  General  Edwin 
Meese  was  delivering  his  threats  in  Washington,  me- 
chanics at  Corrosion  Comer  were  busy  riveting  patches 
into  place  and  testing  faulty  engines.  After  all,  the  plane 
had  to  fly  that  night.— E.A.F. 


By  flying  overseas  freight  directly  into 
cities  like  Columbus,  Chicago,  Dallas 
or  Atlanta,  carriers  can  also  get  their 
payloads  closer  to  the  final  destina- 
tions, saving  time  and  money.  Says 
Flying  Tigers'  Cronin,  "As  industry  in 
the  U.S.  has  shifted  to  the  Southeast 
and  Southwest,  we're  seeing  more  de- 
mand for  flights  into  those  areas." 

Even  if  foreigners  are  kept  out, 
many  U.S.  cargo  carriers  will  encoun- 
ter rough  air.  The  small-package  and 
letter-delivery  market,  for  instance,  is 
expected  to  slow  from  40%  annual 
growth  to  as  little  as  15%.  The  signs 
are  showing  at  Federal  Express,  where 
profit  margins  are  narrowing.  Emery 
Air  Freight  reported  a  $48  million  loss 
last  year  and  expects  another  tough 
year  as  it  wrestles  with  its  latest  ac- 
quisition, ailing  Purolator  Courier 
Corp.  Earnings  figures  aren't  available 
for  privately  owned  DHL  Worldwide 
Express  and  United  Parcel  Service, 
but  there  is  no  question  that  they  are 
facing  intense  i.'impetition  both  at 
home  and  abroad.  And  the  competi- 
tion goes  beyond  other  carriers.  Tele- 
fax machines,  foi  exampl  ire  prov- 
ing an  efficient  alternative  to  over- 
night letter  delivery 

More  traditional  freight  haulers 
may  find  it  tough  sledding  At 


Airborne  Freight  and  Pittston,  profits 
have  been  squeezed  by  the  cost  of 
adding  planes  and  cargo  terminals. 
What's  more,  for  any  U.S.  cargo  carri- 
er without  an  international  network, 
it  may  be  too  late  and  too  expensive  to 
build  an  overseas  system  large  enough 
to  compete  with  the  likes  of  Flying 
Tigers,  Japan  Air  Lines,  KLM  and 
Lufthansa. 

Flying  Tigers,  meanwhile,  sees  it- 
self sitting  pretty.  After  negotiating 
major  pay  cuts,  Tigers'  parent,  Tiger 
International,  posted  a  $57.8  million, 
$1.55  per  share,  profit  last  year,  the 
first  in  seven  years.  The  carrier  fore- 
casts 10%  a  year  payload  growth  over 
the  next  few  years,  largely  because  of 
increasing  demand  for  its  main  ser- 
vice, moving  industrial  items  weigh- 
ing more  than  70  pounds.  The  cheap 
dollar  helps.  Already,  Tigers'  out- 
bound planes  to  Asia — traditionally 
hard  to  fill — are  flying  at  75%  of  ca- 
pacity, up  from  40%  just  nine  months 
ago.  But  Tigers  isn't  immune  to  inter- 
lopers: Federal  Express  has  asked  the 
U.S.  government  for  authority  to  car- 
ry packages  larger  than  70  pounds  on 
Federal's  new  run  to  Japan. 

Flying  Tigers  faces  rugged  competi- 
tion from  foreigners  as  well,  not  only 
from  government-subsidized  carriers, 


but  from  powerful  alliances.  One 
such  is  the  Lufthansa-Cathay  Pacific 
joint  venture  that  dominates  the 
Asia-Europe  corridor — perhaps  the 
fastest-growing  air  cargo  route  in  the 
world.  The  Germans  supply  prime 
European  landing  rights  and  most  of 
the  747  freighters.  Cathay  Pacific,  a 
unit  of  Hong  Kong's  Swire  Pacific 
trading  company,  supplies  the  con- 
tacts in  mainland  China  to  get  the 
hefty  Chinese  cargo  shipments  that 
come  out  through  Hong  Kong.  Cathay 
itself  has  two  747  freighters  and  plans 
to  purchase  a  third  after  1990. 

Whichever  skytruckers  survive, 
there  is  no  question  that  industrial  air 
freight  is  here  to  stay.  After  all,  it 
follows  a  centuries-old  pattern:  As  in- 
novations prove  themselves,  onetime 
technological  marvels  are  put  to  work 
hauling  freight.  As  with  ships,  trains 
and  autos,  so,  too,  with  jumbo  jets. 
What  could  possibly  overtake  the 
speed  and  convenience  of  passenger 
aircraft?  Keep  your  eye  on  a  U.S.  space 
vehicle  now  under  development:  By 
the  year  2010  it  is  expected  to  get 
people  from  New  York  to  Tokyo  in 
just  two  hours. 

In  the  meantime,  you  can  bet  the 
skytruckers'  cutthroat  competition 
won't  let  up  a  bit.  ■ 
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THE  CHALLENGE: 

TO  KEEP  GM'S  LEADERSHIP,  WE 
VOULD  HAVE  TO  RESHAPE  AND  REBUILD 
HE  COMPANY.  MARRY  TEAMWORK  AND 
ECHNOLOGY.  PRODUCE  NEW  CARS  AND 
RUCKS  THAT  WE'RE  PROUD  TO  BUILD, 
HAT  OUR  CUSTOMERS  WILL  BE  PROUD 
O  OWN. 

THE  CHALLENGE  WAS  MET-THE 
ESULTS  ARE  HERE  TODAY." 

Ihe  800,000  men  and  women  of  General  Motors. 
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CADILLAC 

America's  luxury  car  leader  for  39  consecutive  years.  Renowned  for  comfort, 
convenience  and  sophisticated  performance,  resulting  in  an  unsurpassed  ownership  experienc 
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The  Cadillac  Allante.  World-class,  ultra- luxury,  Cadillac  style.  Only  Allante  merges  European  road  manners  and  craftsmanship 
renowned  Cadillac  comfort  and  convenience. 


*•*. 


vCadiHac  Eldorado.  Restyled  and  longer,  with  new 
power.  The  rare  contemporary  automoPile  that  still  makes 
"iy  personal  statement  aoout  its  driver. 


Concetatcar-the'  Cadillac  Voyage.  A  "rolling  laboratory 
advancechconcepts— 275  horsepower  version  of  CacM! 
4.5  liter  V-8.  rear-view  video  system  and  ETAK  navigation. 


BUICK 

There's  substance  here,  in  the  design,  the  ride,  the  power.  It's  classic,  it's  timeless. 

the  Premium  American  Motor  Car. 


BUICK 

M 
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ie  Buick  Reatta.  Aerodynamic  and  visually  exciting.  An 
itomobile  of  beauty,  emotion  and  exhilaration— the  Premium 
nerican  2-seater. 


Concept  car— the  Buick  Lucerne.  A  touring  cat  with  smooth, 
muscular  grace.  4-wheel  independent  suspension  and 
17"  alloy  wheels  create  the  powerful  distinction  of  Buick. 


OLDSMOBILE 

Recognized  for  engineering  excellence  and  advanced  technology,  Oldsmobile 
offers  a  range  of  fine  cars  noted  for  their  quality,  design,  value  and  driving  satisfaction. 
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Oldsmobile 
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The  Oldsmobile  Cutlass  Supreme.  All  new,  with  styling  and  aerodynamics  in  their  most  advanced  forms.  Built  to  excee 
expectations  of  anyone  who  gets  behind  the  wheel. 
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The  Oldsmobile  Cutlass  Calais.  The  Quad  4  engine, 
developed  by  Oldsmobile,  delivers  4-cyliriier  economy  and 
more  horsepower  than  many  V-8s. 


ncept  car  comes  to  life— the  Oldsmobile  Aerotech 

Holder  of  the  world's  closed -course  land  speed  record— 
257.123  mph.  From  the  world's  fastest -moving  car  compar 
known  for  innovative  engineering. 


PONTIAC 

The  word  here  is  excitement  with  new  highs  in  performance 
and  readability.  As  ever,  the  most  sporty,  fun-to-drive  cars  being  made  in  America. 


me  customer  expects  the  vehicle 
o  perform  in  a  certain  way. 
(Ve're  here  to  make  sure  it  does." 
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ne  new  Pontiac  Grand  Prix.  Motor  Trend's  "Car  of  the  Year"  for  1 988.  One  of  the  world's  most  wind-cheating  production  carsfwfiich 
eans  better  road  handling  and  better  gas  mileage  for  you. 


e  Pontiac  Bonneville  SSE.  A  world-class  touring 
dan  with  monochromatic  styling,  anti-lock  brakes  and 
lost  of  innovations  built  in  as  standard  equipment. 


engineering  cortjbine  into  e 
monoblock  V-8  engine  and 
outstanding  readability.^^ 


ntiac'Banshee. 


rtt  wffn  an  all-aluminum 
nsmission  for 


CHEVROLET 

The  heartbeat  of  America  It's  mainstream  U.S  A,  long  on  I 

value  and  short  on  pretense.  Forever  young  and  on  top  of  that-it's  just  plain  fun. 


e  Chevrolet  Beretta.  One  of  the  most  beautiful  shapes  on  the  road.  A  true  sports  coupe  which  is  both  aggressive  and  allunng- 
e  of  Motor  Trend's  top  3  cars  of  the  year. 


The  Chevrolet  Sportside  Pickup.  Four  Wheeler  Magazine's 
"Four  Wheeler  of  the  Year."  The  character  of  a  work  truck 
and  the  comfort  and  style  of  a  passenger  vehicle. 


Concept  car-the  Chevrolet  Venture.  Its  daring,  all -glass 
upper  structure  automatically  darkens,  and  a  fun-to-drive 
3.1  L  V-6  powertrain  exudes  the  character  of  Chevrolet  cars 


CMC  TRUCK 

Not  just  a  truck  anymore.  A  revolution  in  design  and  manufacturing  has 
given  birth  to  the  finest  trucks  GMC  has  ever  built. 


i  all  new  Sierra  by  GMC  Truck.  A  full-size  pickup  with  aerodynamic  styling,  outstanding  ride-and-handling  characteristics,  comfort 
I  convenience.  All  with  GMC  Truck's  traditional  rugged  durability. 
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Jable  in  the  Jimmy  early  this  spring,  provides  outstanding 
formance,  towing  capability  and  fuel  economy. 


4-wheel  steering.  Automotive  styling  and  the  workhorse 
utility  of  a  pickup  truck  in  a  single  vehicle. 


The  cars  and  trucks  you  have  just  seen  are  evidence  of  GM's  commitment  to  teamwoi 
and  technology. 

Teamwork.  We're  reshaping  our  entire  organization,  changing  the  way  we  work  togethe 
The  lines  between  managers,  engineers  and  assembly  people  are  fading  fast.  We  are  taking 
more  time  to  listen  to  our  customers  and  to  each  other. 

Technology.  We've  built  new  factories,  refurbished  dozens  of  old  ones.  We've  brought  i 
new  expertise  from  our  Hughes  and  EDS  subsidiaries.  Computers.  Lasers.  Robots. 

The  results  are  here  today,  as  seen  in  the  cars  and  trucks  introduced  to  the  automotive 
world  at  the  Waldorf-Astoria  in  New  York  early  this  year.  It  was  a  progress  report,  featuring  our  ne: 
products  with  the  quality  our  customers  demand  and  the  value  they  expect 

But  there's  more  to  come— and  soon.  An  example:  Saturn,  a  new 
General  Motors  car  company  dedicated  to  a  "clean  sheet"  approach  to 
designing,  building  and  selling  cars  in  America.  The  first  Saturn  car  will  be 
seen  in  1990,  but  already  the  advantages  of  Saturn's  unique  approach  to 
car- building  are  evident  in  the  GM  cars  you  see  today. 

The  job  is  not  yet  finished— there's  more  to  be  done.  But  today,  the  people  of  GM  can 
proudly  say— the  vision  is  paying  off. 


THE  VISION  IS  PAYING  OFF. 

Chevrolet  •  Pontiac  •  Oldsmobile  •  Buick  •  Cadillac  •  GMC  Truck 


Probably  more  money  has  been  lost  than 
made  in  diversification  by  big  companies. 
Here's  a  little  company  that  could  teach 
them  all  a  lesson  in  how  to  do  it  right. 

Turning  over 
a  new  leaf 


By  Edward  F.  Cone 


Ery  Kehaya,  merchant  prince, 
pushes  back  his  plate  and 
lights  up  another  Camel.  At 
Parker's  barbecue  in  Wilson,  N.C.  to- 
bacco is  still  considered  an  acceptable 
pleasure,  not  a  vice.  It  is  certainly  a 
pleasure  for  Kehaya,  64,  who  makes  a 
living  from  tobacco  leaves. 

Kehaya's  father,  an  immigrant  of 
Greek  extraction  from  Tur- 
key, started  what  is  now  the 
Wilson-based  Standard  Com- 
mercial Corp.  by  importing 
oriental  leaf,  an  aromatic  to- 
bacco from  Turkey,  for  use  in 
blended  cigarettes.  Today 
Standard  buys  leaf  from  pro- 
ducers around  the  world  and 
sells  it  to  cigarette  companies. 
While  some  manufacturers, 
including  RJR,  maintain  their 
own  buying  forces,  the  com- 
plexity, geography  and  season- 
al nature  of  the  business  in- 
sure plenty  of  work  for  compa- 
nies like  Standard. 

The  Camels  Kehaya  smokes 

represented  his  father's  first    

big  break  when  R.J.  Reynolds  intro- 
duced the  blended  cigarette  in  1913. 
Now  Standard  is  doing  about  $725 
million  in  sales.  In  its  fiscal  year  end- 
ed Mar.  31  it  probably  earned  $16  mil- 
lion, says  John  Maxwell  Jr.  of  Wheat, 
First  Securities.  Kehaya  owns  stock 
worth  some  $55  million. 

Standard  Commercial  and  the  other 
two  public  companies  in  the  obscure 
business  of  leaf  dealing,  Dibrell  Broth- 
ers and  Universal  Leaf  Tobacco  Co., 
confront  a  dwindling  U.S.  cigarette 
market.  There  are  two  ways  to  deal 
with  this:  Shrink  or  branch  out.  Ke- 
haya doesn't  want  to  shrink. 

His  father  learned  an  early,  painful 
lesson  about  expanding  a  business — 


never  compete  with  customers.  A 
failed  cigarette  factory  sent  the  com- 
pany into  bankruptcy  just  before 
World  War  II.  When  young  Kehaya 
joined  in  1945,  it  was  down  to  3  other 
employees.  Today  it  has  1,400. 

But  how  do  you  expand  a  tobacco 
business  in  a  country  where  cigarette 
consumption  has  been  declining  since 
1981?  One  solution  is  to  expand 
abroad.    Over    90%    of    all    tobacco 


Standard  Commercial  Chairman  Ery  Kehaya 
The  nimblest  multinational  in  Wilson,  N.C. 


grown,  including  the  most  common 
variety,  flue-cured  (named  for  the  pro- 
cess by  which  it  is  typically  dried,  in 
an  airtight  barn  into  which  heat  is 
admitted  by  metal  flues),  is  cultivated 
outside  the  U.S.  Standard  gets  70%  of 
its  sales  overseas.  Its  16  factories 
spread  from  Korea  to  Malawi  to  Brazil 
to  Mount  Sterling,  Ky.  They  buy  to- 
bacco from  farmers,  process  it  and  sell 
to  manufacturers.  Some  money  is 
made  on  the  value  added  in  process- 
ing, but  deft  trading  and  field  exper- 
tise is  the  heart  of  the  job. 

By  spreading  his  buying  and  pro- 
cessing operations  across  the  globe, 
Kehaya  lessened  the  weather-  and  cli- 
mate-related problems  of  an  agricul- 


tural business.  In  1965,  when  the 
U.N.  slapped  trade  sanctions  on  what 
was  then  Rhodesia,  a  lot  of  leaf  deal- 
ers took  a  licking.  Standard,  substitut- 
ing tobacco  from  other  countries, 
picked  up  a  lot  of  new  business. 

The  other  strategy  is  to  diversify. 
Dibrell  Brothers,  one  competitor,  has 
gone  into  the  manufacture  of  ice 
cream  freezers,  Universal  into  title 
insurance  and  commodities.  That  sort 
of  expansion  didn't  suit  Kehaya.  "We 
looked  at  a  number  of  possibilities," 
he  recalls,  "but  they  were  all  too  dif- 
ferent from  what  we  did  best." 

Kehaya's  move  came  later  and  clos- 
er to  home.  Beginning  in  1986  he  laid 
out  $35  million  for  acquisitions  that 
put  Standard  into  the  wool  business — 
buying  wool  from  farmers,  processing 
and  selling  to  mills.  Now  wool  ac- 
counts for  44%  of  the  company's  sales 
and  37%  of  operating  income. 

Wool  trading  is  fragmented,  the 
way  tobacco  was  30  years  ago.  No  one 
entity  controls  more  than  10%  of  the 
Free  World  business.  Standard,  with 
plants  in  Australia,  France  and  Argen- 
tina, now  holds  perhaps  5% .  Having  a 
global  network  of  banking  contacts  in 
place  has  also  proved  helpful  in  com- 
peting with  the  agricultural  trading 
giants  that  handle  wool. 

While  wool  has  taken  off, 
and  could  soon  surpass  tobac- 
co sales  for  Standard,  Kehaya 
has  not  relaxed.  His  latest 
fling  is  a  wholesale  nursery 
startup  on  350  planted  acres 
and  another  1,200  purchased 
in  eastern  North  Carolina. 
Standard  has  used  some  of  its 
tobacco  work  force,  idle  af- 
ter the  midsummer-through- 
winter  harvest,  to  start  up 
the  nursery.  It  may  enjoy  a 
shipping  cost  advantage  to 
northeastern  markets  over  ri- 
val growers  in  Georgia  and 
Florida. 
Kehaya,   who  now  divides 


his  time  among  Hamburg,  West  Ger- 
many, London  and  Jupiter  Island,  Fla., 
gives  a  free  hand  to  two  deputies  who 
run  the  tobacco  division  from  Wilson 
and  the  wool  division  from  London. 
Kehaya  says  independence  and  auton- 
omy make  for  a  good  buyer,  one  who 
must  be  able  to  make  decisions  on  the 
spot,  sometimes  in  a  tobacco  shed  a 
long  way  from  the  home  office. 

Oil,  steel  and  tobacco  companies 
have  wasted  a  lot  of  shareholders' 
money  on  aimless  diversifications. 
When  a  company  in  a  shrinking  in- 
dustry diversifies  as  intelligently  as 
Standard  has,  it's  something  a  lot  of 
big  and  supposedly  smart  companies 
could  learn  from.  ■ 
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Hearken  to  the  startling  message 
of  Carver  Mead.  We  are,  this 
great  scientist  says,  on  the  verge 
of  a  burst  of  productivity  suited 
to  American  ingenuity  and  des- 
tined to  transform  the  world. 

You  ain't  seen 
nothing  yet 


By  George  Gilder 

No  single  individual  has  exerted  a  more  pro- 
found influence  on  modern  human  productivity 
than  the  visionary  physicist  pictured  on  our  cov- 
er. He  is  Carver  Mead,  53,  the  California  Institute 
of  Technology's  Gordon  and  Betty  Moore  Professor  of 
Computer  Science.  For  those  who  are  discouraged  about 
the  future  of  the  U.S.,  who  think  we  have  lost  economic 
and  scientific  leadership,  he  has  a  message  of  profound 
comfort. 

Mead  believes  that  new  developments  in  electronics  are 
opening,  right  now,  opportunities  for  entrepreneurial  cre- 
ativity and  invention  unprecedented  in  the  history  of 
technology.  And  the  U.S.  is  uniquely  suited  to  capitalize 
on  them. 

"The  entire  Industrial  Revolution  enhanced  productivi- 
ty by  a  factor  of  about  100,"  said  Mead  in  his  Walter  B. 
Wriston  Lecture  on  Public  Policy  at  the  Manhattan  Insti- 
tute's tenth  anniversary  dinner  in  November.  "The  micro- 
electronic revolution  has  already  enhanced  productivity  in 
information-based  technology  by  a  factor  of  more  than  a 
million— and  the  end  isn't  in  sight  yet."  The  current 
transition  in  electronics,  Mead  believes,  promises  yet  an- 
other 10,000-fold  increase  in  the  cost-effectiveness  of  com- 
puting in  the  next  decade.  Silicon  slices  with  as  many  as 
10  billion  linked  transistors  will  become  possible.  The 
new  opportunities,  moreover,  tend  to  favor  the  creative 
strengths  of  the  U.S. 

"We're  not  going  to  need  the  federal  government  to 
come  in  and  bail  out  all  our  electronics,"  Mead  told  his 
Manhattan  Institute  audience.  "We're  going  to  do  just 
fine,  thank  you." 

As  a  sage,  Mead  has  brilliant  credentials.  He  predicted, 
in  1968,  that  single  silicon  chips  would  eventually  contain 
millions  of  computing  elements  and  would  give  comput- 
ing power  to  hundreds  of  thousands  of  familiar  ma- 
chines— from  typewriters  to  kitchen  appliances.  Skeptics 
laughed.  It  was  beyond  the  realm  of  possibility,  they  said, 
let  alone  plausibility,  to  manufacture  such  chips. 

But  Mead  argued  that  physical  manufacturing  would  not 
be  the  chief  problem.  The  problem  would  come  in  the 
designs.  Embodying  a  complexity  greater  than  a  street  map 
of  the  entire  state  of  California  and  requiring  that  all  traffic 
be  able  to  pass  with  no  jams  or  undue  collisions,  such 
chips  would  demand  designs  that  would  confound  the 
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powers  of  the  human  mind. 

Unless,  that  is,  the  powers  of  the  mind  could  be  en- 
hanced by  harnessing  the  growing  power  of  the  chip  itself 
to  the  design  of  new  chips. 

'ead,  who  was  trained  as  a  solid  state  physicist  and 
i  who  built  the  first  commercially  successful  gallium 
arsenide  transistor  (in  1965),  set  out  to  learn  computer 
theory  and  to  figure  out  how  to  design  million-transistor 
chips.  The  results  of  his  effort  began  appearing  in  the  latter 
half  of  the  1970s,  as  his  students  gained  influence  in  the 
major  chip  firms.  Today,  computer  design  of  near-million- 
transistor  chips — megachips,  as  Texas  Instruments  now 
calls  them — is  standard  operating  procedure  in  semicon- 
ductor companies  like  Motorola,  Texas  Instruments  and 
Intel  Corp.,  where  the  established  engineers  were  once 
among  Mead's  gloomiest  doubters. 

His  mind  racing  ahead,  Mead  now  believes  that  the  new 
design  tools  are  not  only  transforming  the  semiconductor 
business.  They  are  also  accelerating  progress  in  the  com- 
puter, telecommunications  and  other  systems  industries. 
Soon  the  makers  of  computers,  telephones,  toys,  autos  and 
more — practically  everything — will  be  able  to  design  the 
semiconductor  tools  they  need  themselves.  They  will  do 
this  using  design  tools  more  powerful  than  any  previously 
conceived. 

With  all  this  going  for  it  in  technology,  American  inge- 
nuity is  in  a  position  to  restore  the  nation's  economic  and 
technological  strengths.  Mead's  is  a  powerful  vision. 
Think  of  it  like  this: 

imagine,  if  you  can,  a  world  where  only  the  owner  of  a 
printing  press  could  author  a  book.  Few  books  would  be 
published,  and  most  of  them  would  be  lined  notebooks  or 
standard  texts — Bibles  and  dictionaries,  say — with  a  sure 
market  and  the  approval  of  the  printers. 

Until  quite  recently,  this  was  the  situation  in  the  world 
of  electronics.  Only  the  owners  of  semiconductor  fac- 
tories, costing  hundreds  of  millions  of  dollars,  could  au- 
thor a  chip  design.  No  matter  what  great  ideas  for  chips 
might  be  popping  into  the  minds  of  computer  designers  or 
other  systems  inventors,  virtually  nothing  got  built  unless 
the  semiconductor  executives  running  the  fabrication 
lines  could  envisage  a  market  for  many  millions  of  chips. 
As  semiconductor  pioneer  Jerry  Sanders,  founder  of  Ad- 
vanced Micro  Devices,  liked  to  put  it:  "Leverage  your 
designs,  to  maximize  sales  out  of  each  design."  Of  necessi- 
ty, such  an  approach  discouraged  much  risk-taking. 

The  predictable  result  was  that  few  different  chips  were 
created,  and  nearly  all  of  them  were  standard  designs  with 
demonstrated  markets.  The  leading  semiconductor  prod- 
uct was  the  commodity  memory  chip;  like  a  lined  note- 
book, its  pages  were  essentially  blank,  leaving  the  specifi- 
cations to  the  customer.  The  next  leading  product  was  the 
microprocessor,  a  general  purpose  computer  on  a  chip.  It, 
too,  needed  writers  of  software  to  fill  in  the  blanks. 

For  a  while,  all  this  suited  the  U.S.  semiconductor 
industry.  But  it  also  stifled  much  electronics  creativity — 
the  way  a  world  of  only  Ribles  and  dictionaries  and  maybe 
an  encyclopedia  would  stifle  literary  creativity.  It  especial- 
ly frustrated  people  like  Caiver  Mead,  who  understood 
that  more  specialized  and  exacting  functions  could  be 
implemented  on  single  chips.  Such  functions  as  synthesiz- 
ing speech  and  regulating  auto  fuel  injection  and  missile 
guidance  systems  could  be  written  into  a  single  chip. 

Notice  what  was  happening  in  Silicon  Valley  in  the  late 
1970s  and  early  1980s.  The  people  in  systems  companies— 
the  chip  consumers,  from  IBM  on  down— knew  the  right 
chips  to  design  but  either  did  not  know  how  to  design 
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them  or  doubted  they  could  be  designed.  Conversely,  the 
silicon  sages  in  semiconductor  firms — from  Texas  Instru- 
ments on  down — had  no  idea  which  special  chips  were 
right  to  design.  So  they  stuck  to  general-purpose  chips 
with  big  markets  and  a  premium  on  manufacturing.  In 
effect,  American  technology's  creative  types  were  di- 
vorced from  the  production  types,  and  into  the  chasm  fell 
the  U.S.'  competitive  advantage. 

As  uniformity  was  imposed  on  chip  designs,  the  Japa- 
nese steadily  improved  their  ability  to  mass-manufacture 
the  key  standard  products — memories  and  microproces- 
sors— that  the  American  firms  regarded  as  their  birthright. 
When,  through  undeniable  manufacturing  excellence,  the 
Japanese  began  taking  these  markets  away,  the  U.S.  indus- 
try began  closing  factories  and  opening  law  offices  in 
Washington.  Fabricating  dumping  charges  became  more 
profitable  than  fabricating  chips. 

The  U.S.  demanded  that  the  Japanese  stop  cutting  chip 
prices — an  effort  to  protect  U.S.  manufacturers.  The  deal 
was  a  disaster,  providing  windfall  profits  for  Japanese 
manufacturers  and  raising  costs  and  creating  shortages  of 
some  chips  for  American  computer  makers.  Government 
interference  thus  made  a  bad  situation  worse. 

Carver  Mead  has  more  faith  in  human  ingenuity  than  he 
has  in  government  attempts  to  engineer  markets.  At 
53,  Mead  has  witnessed  first-hand  several  brilliant  innova- 
tions, most  of  which  originated  with  simple  questions 
from  left  field.  Mead  recalls  Robert  Noyce's  invention,  in 
1959,  of  the  integrated  circuit.  "It  came,"  Mead  says, 
"from  a  very,  very  stupid  question  about  something  we 
were  doing  that  was  even  more  stupid." 

Ten  years  ago,  Mead  asked  a  similar  kind  of  stupid 
question:  Who  cares  who  prints  the  books?  Printing  tech- 
nology is  obviously  important  to  the  production  of  books. 
But  what  matters  most  is  who  authors  them  and  uses 
them.  To  put  it  in  modern  jargon,  the  software  and  design 
count  for  more  than  the  hardware. 

And  isn't  the  same  true  for  semiconductors?  A  book — or 
a  chip — costs  between  65  cents  and  $2  to  manufacture  in 
volume,  and  both  devices  sell  for  ten  times  or  more  their 
cost  of  production,  depending  on  the  value  of  the  informa- 
tion they  contain.  Just  as  the  book  business  is  less  a  wood 
pulp  and  chemical  industry  than  an  information  industry, 
so  the  chip  business  is  less  chemistry  than  content.  It  is  in 
the  chip's  design — in  the  creativity  and  complexity  the 
chip  embodies — that  its  greatest  added  value  lies. 

In  1977,  with  the  help  of  Xerox'  computer  scientist  Lynn 
Conway,  Mead  launched  a  radically  new  way  of  designing 
chips  that  potentially  closed  the  gap  between  the  chip 
customers  and  the  chip  producers.  In  their  now  classic 
text,  Introduction  to  VLSI  Systems,  they  elaborated  a  hierar- 
chical system  of  chip  design  that  now  dominates  the 
industry.  Rather  than  designing  chips  transistor  by  transis- 
tor, Mead  and  Conway  outlined  methods  for  partitioning 
the  design  into  clear,  functional  units. 

Two  years  later,  one  of  Mead's  Caltech  students,  David 
Johannsen,  used  the  Mead-Conway  method  in  a  new  in- 
vention. Johannsen  called  it  the  silicon  compiler. 

The  silicon  compiler  device  integrated  a  whole  array  of 
computerized  chip  design  tools — from  Mead's  work  in  the 
early  1970s — into  one  powerful  program.  A  method  of 
automated  design,  the  silicon  compiling  technique  could 
produce  an  actual  chip  layout  pattern  from  a  systems 
designer's  idea  of  what  he  wanted  the  chip  to  do.  Like  the 
author  of  a  book,  the  author  of  a  chip  would  no  longer  have 
to  know  anything  about  printing.  In  principle,  at  least,  the 
semiconductor  consumer  could  now  design  his  own  appli- 
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cation-specific  chips  and  take  them  to  a  chipmaker  for 
production.  No  more  waiting  for  the  semiconductor 
houses  to  come  out  with  standardized  chips  that  then  had 
to  be  designed  into  a  system. 

As  Mead  predicted,  a  fundamental  shift  in  power — away 
from  the  established  chip  producers  and  toward  systems 
designers  in  companies  of  all  sizes — was  under  way.  For 
example,  the  next  generation  of  microprocessors  is  using  a 
new  architecture,  called  reduced  instruction  set  comput- 
ing (RISC).  Four  of  the  leading  RISC  designs  came  not  from 
semiconductor  firms  but  from  systems  companies:  MIPS, 
Sun,  Hewlett-Packard  and  IBM.  These  firms  cover  the 
entire  range  of  corporate  size,  indicating  that  barriers  to 
entering  the  chip  business  have  crumbled. 

In  1981,  with  the  backing  of  venture  capitalists  led  by 
John  Doerr  of  Kleiner  Perkins 
Caufield  &  Byers,  Mead  and  Jo- 
hannsen  formed  a  new  company, 
Silicon  Compilers,  to  produce  and 
sell  the  silicon  compiler.  Led  by 
Hal  Alles  and  Misha  Burich,  other 
Mead  students  from  Bell  Labora- 
tories created  a  rival  company 
called  Silicon  Design  Laborato- 
ries. The  two  firms  merged  in 
mid- 1987  to  form  Silicon  Compil- 
er Systems  Corp.  Last  month,  in 
an  important  development,  the 
company  announced  new  pro- 
grams to  help  test  chip  designs. 

Other  former  students  and  col- 
leagues of  Mead  collaborated 
with  Valley  entrepreneurs  to 
launch  chip  design  tool  compa- 
nies that  today  are  revitalizing 
the  semiconductor  industry. 
Among  these  are  VLSI  Technol- 
ogy and  International  Microelec- 
tronics Products.  Other  recent 
startups,  from  Altera  to  Zycad, 
offer  an  array  of  specialized  de- 
sign tools.  In  the  last  five  years, 
99  new  semiconductor  startups 
emerged.  Most  of  them  are  using, 

one  way  or  another,  the  Mead-     

inspired  technology,  which  both  radically  shortens  time  to 
market  and  resourcefully  tunes  chips  to  the  market.  A 
higher  proportion  of  this  generation  has  thrived  than  in 
any  previous  startup  wave. 

Don't  let  the  technological  mumbo  jumbo  put  you  off. 
In  many  ways,  silicon  compiling  is  like  desktop  publish- 
ing. But  whereas  desktop  publishing  puts  thoughts  and 
words  to  paper,  silicon  compiling  puts  chip  designs  to 
silicon.  It  allows  the  some  400,000  systems  designers  in 
firms  large  and  small  to  design  complex  application-specif- 
ic chips  on  their  own  desktop  workstations.  In  a  fraction  of 
the  time,  and  at  a  small  fa  ...non  of  the  cost.  The  total  cost 
of  a  Silicon  Compiler  design  system— hardware  and  soft- 
ware combined— is  under  $  1  0l  000,  or  one-thousandth  the 
cost  of  the  state-of-the-art  wafer  fabrication  plant  that 
previously  set  the  price  of  entry  inr  >  the  industry. 

The  leading  analyst  of  semiconductor  design  tool  devel- 
opments is  Andrew  Rappaport,  of  Boston's  Technology 
Research  Group.  He  estimates  that  the  new  computer- 
aided  engineering  and  silicon  compiler  technologies  are  in 
the  process  of  increasing  the  number  of  chip  designs  by  a 
factor  of  ten— from  a  little  over  10,000  in  1985  to  25,000 
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last  year  and  well  over  100,000  by  1991.  (To  put  this  in 
context,  about  50,000  new  book  titles  were  published  in 
the  U.S.  last  year.)  Each  of  these  application-specific  chips 
is  designed  to  perform  a  designated  task:  to  operate  auto- 
mobile lighting  systems,  VCR  remote  controls  or  portable 
cellular  telephones. 

And  here's  the  good  news  in  all  this  for  the  U.S.:  Nearly 
50%  of  the  world's  systems  designers  are  in  the  U.S.,  and 
Rappaport  estimates  that  the  U.S.  share  of  designs  is  now 
almost  three  times  the  Japanese  share. 

The  enormous  growth  in  chip  designs  has  transformed 
the  strategic  environment  for  all  makers  of  information 
technology.  A  typical  silicon  wafer  fabricating  facility  now 
must  be  ready  to  produce  some  ten  times  as  many  chip 
designs  as  before.  But,  partly  because  each  design  is  target- 
ed for  a  specific  application, 
much  less  silicon  is  needed  to 
achieve  much  higher  functional- 
ity. For  example,  the  integrated 
peripheral  controller  chip  de- 
signed by  silicon  compiler  tools 
at  San  Jose-based  Chips  &.  Tech- 
nologies uses  less  than  one-fourth 
the  silicon  area  of  the  original 
seven  VLSI  chips. 

Change  is  always  painful,  and 
the  coming  changes  in  the  chip 
business  will  be  painful  for  a  lot  of 
people.  Executives  of  established 
semiconductor  firms  will  have  to 
learn  to  deal  with  these  emanci- 
pated designers  and  their  prolifer- 
ating new  products,  design  con- 
cepts and  computer  architectures. 
Advanced  Micro  Devices'  Jerry 
Sanders  put  it  beautifully  when  he 
remarked  that  the  proponents  of 
the  new  technologies  "are  eating 
the  older  guys'  lunch.  Unfortu- 
nately we  are  now  one  of  the  older 
guys"  (Forbes,  Mar.  21). 

In  February  at  the  International 
Solid  State  Circuits  Conference 
in  San  Francisco — about  half  a 
year  after  Silicon  Compiler  Sys- 
tems' merger — Amr  Mohsen  of  Actel  Corp.  announced  a 
major  breakthrough.  Actel,  with  Mohsen  (another  former 
Mead  student)  as  chief  executive  and  with  Mead  on  the 
board,  has  developed  a  technology  that  allows  systems 
designers  to  produce  chip  designs  and  to  inscribe  those 
designs  on  actual  chips.  A  form  of  desktop  printing  on 
silicon,  the  Actel  concept  will  further  accelerate  the  move 
of  designs  away  from  semiconductor  firms  and  toward 
systems  designers. 

With  the  Actel  technology,  a  semifinished  piece  of  sili- 
con goes  in  one  end  of  a  desktop  machine  and  emerges  as  a 
very  powerful  application-specific  system.  Defended  by  18 
patents  in  process,  the  Actel  concept  resembles  an  existing 
technology  called  gate  arrays,  which  are  mass-produced, 
semifinished  chips.  The  links  between  their  logic  gates  are 
left  unconnected  until  a  final  series  of  exacting  production 
steps  sets  the  gates  open  or  closed,  thereby  defining  the 
pattern  of  the  design.  This  final  step  has  been  made  at  U.S. 
and  Japanese  semiconductor  factories  such  as  LSI  Logic 
and  Fujitsu,  which  use  gate  arrays  as  their  chief  way  of 
taking  advantage  of  the  new  design  tools  and  silicon  com- 
pilers. Texas  Instruments,  too,  is  moving  rapidly  into  the 
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gate  array  fray. 

The  problem  with  gate  arrays  is  that  to  program  such  a 
chip  typically  now  costs  between  $10,000  and  $20,000  in 
nonrecurring  engineering  expenses  and  takes  between  two 
weeks  and  several  months.  During  this  time  the  designer 
does  not  know  whether  the  chip  will  actually  work  as 
planned  in  his  system. 

This  is  where  Mohsen  and  Mead's  Actel  Corp.  comes  in. 
Its  technology  will  allow  chips  as  large  and  fast  as  all  but 
the  most  advanced  gate  arrays  to  be  programmed  in  min- 
utes for  a  cost  of  pennies,  plus  the  price  of  the  semi- 
finished blank  gate  array  chip  itself,  which  will  cost  only  a 
few  dollars  to  manufacture.  Comprising  an  industry  stan- 
dard workstation  and  a  kind  of  desktop  silicon  printer, 
Actel's  entire  system — usable  for  an  unlimited  number  of 
designs — will  eventually  cost  less 
than  the  nonrecurring  engineer- 
ing costs  for  a  single  gate  array 
design.  Analyst  Andrew  Rappa- 
port  says  that  Actel  "has  the  po- 
tential to  be  more  important  than 
any  other  semiconductor  startup 
in  the  last  decade." 

Mead  thinks  that  conventional 
gate  array  and  routine  logic 
chips — together  a  $7  billion  mar- 
ket— will  be  relegated  to  special- 
ized functions  requiring  blazing 
speed  or  densities  near  100,000 
gates.  This  is  bad  news  for  firms 
around  the  world — from  Japan's 
Fujitsu  to  Europe's  government- 
subsidized  Silicon  Structures 
Project — that  are  trying  to  meet 
the  new  design  challenge  with  or- 
dinary gate  arrays  and  more  time- 
consuming  methods  of  customiz- 
ing chips.  It  is  good  news  for  U.S. 
industry.  Its  world-leading  sys- 
tems designers  and  huge  array  of 
products  and  processes  can  bene- 
fit from  faster  implementation  of 
new  electronic  features. 

Together  with  the  silicon  com- 
piler, Actel's  technology  consum- 
mates the  Mead  revolution  begun  more  than  a  decade  ago. 
It  emancipates  creative  engineers  from  the  rhythms  and 
requirements  of  the  silicon  wafer  printing  plant  and  cre- 
ates a  new  momentum — and  new  problems — of  its  own. 

Once  the  powers  of  design  move  from  the  4, 000  masters  of 
printer  technology  to  the  some  400,000  experts  in  electronic 
systems,  Mead  predicts  an  explosion  of  creativity  in  the 
industry.  This  explosion,  Mead  believes,  cannot  be  chan- 
neled into  the  current  architectures  used  in  the  computer 
and  microchip  businesses.  (Architectures  are  fundamental 
design  schemes  for  microelectronic  systems.) 

What  might  replace  the  current  semiconductor  architec- 
tures? Mead  believes  that,  in  order  to  fulfill  the  new 
demands  of  industrial  creators  for  the  breakthrough  tech- 
nologies of  the  1990s,  it  will  be  necessary  to  go  beyond  the 
current  logical  powers  in  computers  and  give  them  percep- 
tual powers.  Computers  will  have  to  be  able  instantly  to 
identify  words,  faces,  personal  signatures,  highway  dan- 
gers, air  traffic  threats,  enemy  warheads  and  other  objects 
that  demand  "perceptual  powers"  rather  than  mathemati- 
cal deductions.  Do  you  hear  me,  HAL? 
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puters  must  operate  less  like  logical  machines  and  more 
like  the  brain.  As  Mead  notes,  "The  visual  system  of  one 
human  being  can  do  more  image  processing  than  all  the 
supercomputers  in  the  world  put  together." 

For  the  last  six  years  Mead  has  been  working  on  this  new 
challenge  with  his  students  at  Caltech.  Using  design  tools 
similar  to  those  created  by  Dave  Johannsen  and  other 
students,  Mead  has  been  developing  ways  of  creating  what 
he  calls  neural  networks. 

Neural  networks  are  inspired  by  human  brain  functions. 
They  can  achieve  perceptual  powers  excelling  that  of 
supercomputers.  Yet  they  will,  in  time,  cost  only  a  few 
dollars  each  to  produce.  To  propagate  the  design  techniques 
necessary  to  create  these  devices,  Mead  last  month  finished 
a  book  called  Analog  VLSI  and  Neural  Systems.  Manuscripts 

are  already  being  used  in  classes  at 
MIT  and  other  institutions.  Com- 
bining the  disciplines  of  neurobi- 
ology and  semiconductor  elec- 
tronics, the  book  shows  how  to 
produce  wafer-scale  chips  several 
inches  wide  that  use  a  small  frac- 
tion of  the  power  of  ordinary  com- 
puters and  operate  with  natural 
redundancy,  like  the  brain. 

The  first  of  these  chips  is  a  sili- 
con retina  device  that  constitutes 
a  major  initial  step  toward  true 
machine  vision.  To  produce  these 
new  chips,  Mead  recently  joined 
with  Federico  Faggin,  a  silicon 
sage  who  designed  the  first  micro- 
processor circuits  at  Intel,  to  form 
a  company  called  Synaptics  Inc. 

What  could  go  wrong?  The  nat- 
ural enemies  of  Mead's  vision  are 
creeping  bureaucracy  and  govern- 
ment meddling,  a  symbol  of 
which  is  protectionism. 

Mead  believes  that  rather  than 
trying  to  keep  out  Japanese  chips, 
American  entrepreneurs  should 
be  combining  foreign-made  mem- 
ory chips  and  other  commodity 
devices  with  an  ever-rising  tide  of 
domestic  designs.  Doing  so  will  be  hard  on  the  country's 
semiconductor  houses,  just  as  importing  Japanese  and 
Korean  steel  was  hard  on  the  country's  steelmakers.  But 
economic  innovation  and  transformation  are  not  easy  pro- 
cesses. "Creative  destruction,"  as  Schumpeter  called  it. 
Progress  is  destructive  as  well  as  creative,  but  trying  to 
stop  progress  is  a  futile  exercise. 

At  its  most  fundamental  level,  Carver  Mead's  vision  of 
technological  innovation  transcends  silicon  and  analog 
devices  and  embraces  political  philosophy.  "We  depend  on 
the  innovations  of  the  citizens  of  a  free  economy  to  keep 
ahead  of  the  bureaucrats  and  the  people  who  make  a  living 
on  control  and  planning,"  Mead  told  the  Manhattan  Insti- 
tute gathering.  "In  the  long  term,  it's  the  element  of  surprise 
that  gives  us  the  edge  over  more  controlled  economies." 

American  businessmen  sometimes  lament  that  they 
are  forced  to  compete  with  highly  organized  societies 
like  Japan,  South  Korea  and  West  Germany.  But  Mead 
would  remind  them  that  the  creative  but  unplanned, 
sometimes  almost  chaotic  nature  of  U.S.  society  is  a 
powerful  asset  when  it  comes  to  exploiting  the  new 
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About  to  be  indicted  for  stock  fraud?  Is  the 
Securities  &  Exchange  Commission  after 
you?  Art  Mathews  at  your  service. 

If  you  don't  ask, 
you  don't  get 


By  Richard  L.  Stern 


W'hen  Meyer  Blinder,  chair- 
man of  the  notorious  Denver- 
based  penny  stock  brokerage 
firm  of  Blinder,  Robinson  (Forbes, 
Apr.  20,  1987),  was  banned  by  the  SEC 
for  life  from  the  securities  business, 
Blinder  hired  Arthur  Mathews  of  the 
Washington,  D.C. -based  law  firm  of 
Wilmer,  Cutler  &  Pickering.  Result:  a 
stunning  reversal  when  a  federal  ap- 
peals court  sent  the  case  back  to  the 
agency  for  a  rehearing  and  warned  the 
SEC  that  it  had  better  come  up  with 
far  more  substantial  grounds  for  the 
banishment  it  was  proposing. 

When  Ivan  Boesky  needed  help 
with  the  civil  part  of  his  legal  morass, 
who  did  he  engage?  Wilmer,  Cutler,  of 
course. 

To  borrow  from  Gilbert  and  Sulli- 
van, many's  the  culprit  Mathews  has 
restored  to  his  friends  and  relations. 
But  at  a  price:  $300  an  hour;  usual 
minimum,  around  $60,000. 

Arthur  Mathews,  at  50,  is  a  man  of 
slight  build  and  red  beard.  A  small- 
town boy  from  Herkimer,  N.Y.,  his 
degree  is  from  Albany  Law  School.  He 
is  married,  lives  in  Washington  and 
has  four  childrt 

Art  Mathews  isn't  your  typical, 
pubhcitv    eel    aj  use  attorney  a 

la  Melvin  Belli  .  almost  self- 

effacing  man  wh.  ttes  the  suc- 

cess of  his  firm's  securities  work  to 
his  team.  He  goes  i  pains  to 

explain  that  his  aggi  nd  inno- 

vative securities  defense  v.     k  is  a 
team  effort  with  partners   Theodore 
Levine,  until  four  years  ag 
ciate  enforcement  director 
Klein  and  Robert  McCaw,  ph 
of  some  20  lawyers.  The  Perry  Masons 
of  securities  law,  their  firm  h  tidies 
more  SEC  litigation  than  any 
firm  in  the  country. 


So  why  doesn't  the  world  at  large 
know  of  this  man  who  has  been  rede- 
fining this  once  cramped  and  tedious 
cranny  of  the  law?  "My  most  success- 
ful cases  are  the  ones  you  never  hear 
about,"  says  Mathews.  "Those  are  the 
ones  where  we  convinced  the  SEC  to 
take  no  action."  It  is  widely  known 
that  one  happy  ex-client  is  Charles 
Knapp,  deposed  head  of  Financial 
Corp.  of  America.  Knapp  busted  what 
was  then  the  largest  savings  and  loan 
in  the  country  and  was  forced  by  the 
SEC  to  revise  and  reduce  earnings  by 
$155  million.  The  SEC  decided  not  to 
prosecute  Knapp  for  these  accounting 
irregularities. 

Arthur  Mathews  brings  the  un- 
blinkingly  tough-minded  attitude  of  a 
classic  criminal  defense  litigator  to 
the  staid  and  stuffy  securities  bar.  He 
carries  informality  to  great  lengths. 
After  a  Toronto  conference  where 
lawyers  from  across  the  U.S.  and  Can- 
ada hung  on  his  every  word,  he  was 
huffily  turned  away  from  an  elegant 
restaurant  because  he  wandered  in 
wearing  blue  jeans. 

In  a  field  in  which  business  is  fre- 
quently done  in  hushed  tones  in  pan- 
eled boardrooms  and  private  clubs, 
Arthur  Mathews  has  the  nerve  and 
tactics  of  the  best  of  the  Bronx  court- 
house plea  bargainers.  "1  always 
wanted  to  be  a  litigator  in  the  tradi- 
tion of  Louis  Nizer  and  Edward  Ben- 
nett Williams,"  he  says.  In  fact,  he 
turned  down  an  offer  from  the  leg- 
endary Nizer,  to  join  Wilmer,  Cutler 
in  1969.  Mathews'  timing  was  exqui- 
site: Under  Stanley  Sporkin,  his  old 
boss  at  the  SEC,  securities  law  en- 
forcement was  just  beginning  to 
mushroom. 

Wilmer,  Cutler's  entrance  into  se- 
curities law  was  led  by  Manuel  F. 
I  Manny)  Cohen,  the  crusading  SEC 
Jiairman  who  was  fired  in  1969  by 


Arthur  Mathews,  top  securities  gun  at  the 
"I  believe  very  strongly  in  the  adverse 

President  Nixon. 

Cohen,  who  died  in  1977,  initiated 
the  abolition  of  fixed  commissions. 
He  was  among  the  first  to  realize  that 
corporate  and  securities  law  was 
about  to  become  a  lot  more  interest- 
ing than  writing  stock  prospectuses 
and  filing  10-Ks.  SEC  enforcement 
chief  Stanley  Sporkin  was  just  begin- 
ning to  bring  charges  against  compa- 
nies like  American  Shipbuilding  for 
not  recording  campaign  contribu- 
tions. He  then  would  move  on  to 
bring  charges  against  130  companies 
such  as  Grumman,  ITT  and  Gulf  Oil 
for  bribing  officials  of  foreign  coun- 
tries.  Cohen  foresaw  that  a  lot  of 
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ngton,  DC-based  law  firm  Wilmer,  Cutler  &  Pickering 

m.  I  wUl  defend  anybody  who  will  pay  my  fee  and  take  my  advice.' 


Sieve  McCurrv 


American  companies  were  going  to 
need  crack  defense  lawyers,  and 
Manny  Cohen  wanted  the  best  for  his 
firm.  Sporkin  himself  turned  down  a 
Cohen  job  offer  but  recommended  his 
deputy,  Arthur  Mathews,  then  in  his 
early  30s. 

Mathews'  first  major  criminal  case 
back  in  the  early  1970s  was  the  de- 
fense of  Jack  Clark,  chairman  of  Four 
Seasons  Nursing  Center,  an  American 
Stock  Exchange-traded  company  that 
was  charged  with  cooking  its  books. 
Unlike  most  people,  who  would  rath- 
er pay  huge  fines  to  stay  out  of  jail, 
Clark  decided  he  would  rather  keep 
the  millions  he'd  made  than  disgorge 


his  ill-gotten  gains.  "He  pleaded 
guilty  and  we  got  him  something  like 
a  year  in  jail,"  says  Mathews,  adding 
with  a  twinkle,  "we  tailor  sentences 
for  you." 

Does  he  care  that  he  winds  up  de- 
fending a  lot  of  guys  who  will  never 
make  anyone's  list  of  honorable  busi- 
nessmen? That  he  springs  people  who 
may  well  have  milked  innocent  in- 
vestors? "I  believe  very  much  in  the 
adversary  system,"  says  Mathews.  "I 
will  defend  anybody  who  will  pay  my 
fee  and  take  my  advice." 

Mathews'  defense  of  Meyer  Blinder 
has  been  brilliantly  cunning.  SEC 
charges  against  Blinder  stem  from  a 


single  1979-80  underwriting,  in 
which  Blinder  allegedly  misled  inves- 
tors. Mathews  pointed  to  serious  SEC 
violations  by  firms  like  Merrill  Lynch 
and  E.F.  Hutton  and  argued  to  the 
federal  appeals  court  that  the  com- 
mission plays  favorites,  handing  out 
harsher  treatment  to  non-New  York 
Stock  Exchange  member  firms  like 
Blinder's.  A  farfetched  comparison 
perhaps.  But  Mathews  also  played  up 
a  key  weakness  in  the  SEC  prosecu- 
tion. Instead  of  bringing  a  broad  case 
citing  numerous  violations,  the  SEC 
based  its  case  on  that  single  under- 
writing, making  it  much  easier  for 
Mathews  to  effectively  defend  him. 

Mathews  teaches  a  course  on  secu- 
rities law  and  financial  fraud  and 
swindles  at  Georgetown  University 
Law  Center.  He  tells  his  students  that 
there  are  two  major  precepts  behind 
his  defense  work:  "Position  yourself 
for  luck;  if  you  don't  ask,  you  may  not 
get.  Second,  turn  your  weakness  into 
your  strength." 

The  first  precept  he  learned  when 
he  was  defending  the  Grumman  Air- 
craft Corp.,  which  was  charged  with 
making  improper  payments  abroad. 
Trying  to  keep  Grumman's  reputa- 
tion intact,  Mathews  got  a  wild  idea: 
Would  the  Justice  Department  accept 
a  $100,000  fine  from  Grumman,  and 
the  plea  of  guilty,  not  from  Grumman 
but  from  Gulfstream  American,  a 
subsidiary  that  was  about  to  be  sold 
off?  He  asked  and,  to  his  amazement, 
he  got. 

In  another  aspect  of  the  Blinder, 
Robinson  case,  the  National  Associa- 
tion of  Securities  Dealers  charged 
Mathews'  client  with  violating  an 
NASD  regulation  that  restricts  the 
profit  a  marketmaker  can  collect  on 
stock  trades.  Mathews  is  denying  the 
charge.  He  is  expected  to  argue  that 
the  regulation  is  unconstitutional.  A 
broker  must  be  an  NASD  member,  he 
argues,  and  therefore  any  such  rule  is 
price-fixing  and  a  restraint  of  trade. 
Farfetched?  Maybe,  but  if  you  don't 
ask,  you  don't  get. 

In  January  Harvey  Pitt,  one  of  Ivan 
Boesky's  attorneys  in  criminal  mat- 
ters, introduced  Mathews  at  a  San 
Diego  securities  conference.  Pitt,  one 
of  the  legal  profession's  foremost  au- 
thorities on  insider  trading,  paid 
Mathews  an  amusing  tribute.  The 
point  had  been  made  that  with  all  the 
insider  cases  pending,  these  days 
someone  would  have  to  be  crazy  to 
trade  on  insider  information.  "My 
betting,"  Pitt  added,  "is  that  the  first 
attorney  to  enter  an  insanity  plea  for 
someone  accused  of  insider  trading 
will  be  Art  Mathews."  Don't  snicker. 
If  you  don't  ask,  you  don't  get.  ■ 
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VISIONS  OF  EXCELLENCE  AND  QUALITY 


Special  Advertising  Supplement 


Ned  Hamson 

T'  om  Peters  notes  in  the 
March  issue  of  the  Journal  for 
Quality  and  Participation: 
1988.  Maybe,  just  maybe,  this 
will  be  the  year  that  American  business 
leaders  start  taking  quality  seriously. " 
The  key  questions  are:  "Who  is  com- 
mitted to  excellence  and  quality?  How 
do  we  tell  advertising  hyperbole  from 
true  commitment  and  performance? 
And  most  important,  how  do  our  compa- 
nies get  out  of  this  mess  and  when?" 

A  new  vision  of  excellence  and 
quality  drives  companies  <ike  Florida 
Power  &  Light,  Northrop  and  C&A 
Wallcoverings  to  involve  their  vendors  in 
their  quality  efforts  and  to  share  their 
quality  techniques  with  local  compa- 
nies, schools  and  governments.  As 
these  and  other  companies  looked  for 
ways  to  improve,  they  found  that  the 
key  to  the  new  excellence  and  quality 
was  their  employees. 

Tne  mid-1970s  pioneers  of  this  new 
vision  drew  upon  earlier  American  qual- 
ity-improvement efforts  and  upon  the 
techniques  developed  by  Americari 
quality  experts  W.  Edwards  Deming 


and  Joseph  Juran  and  Japan's  Kaoru 
Ishikawa. 

In  1977,  individuals  from  pioneer- 
ing firms  formed  an  association,  the 
International  Association  of  Quality 
Circles,  now  the  Association  for  Qual- 
ity and  Participation  (AQP),  to  act  as 
the  focal  point  for  education,  confer- 
ences and  information  sharing  on  ad- 
vancing quality  through  participa- 
tive processes. 

Today,  more  than  2,300  American 
organizations  are  actively  promoting 
excellence  and  quality  by  supporting 
the  AQP  and  its  90  North  American 
chapters. 

Organizations  as  diverse  as  Bur- 
roughs-Wellcome,  Shelter  Globe  and 
Volusia  County  in  Florida  as  well  as 
service-sector  organizations  like  the 
Principal  Financial  Group,  Federal  Ex- 
press and  the  San  Diego  Zoo  are  striv- 
ing to  transform  the  workplace  to  one 
with  the  highest  quality  products  and 
services  through  the  effective  use  of 
all  their  resources.  They  are  also  com- 
mitted to  sharing  their  techniques  for 
excellence  with  others  through  their 


membership  in  the  AQP. 

The  AQP's  second  decade  is  dedi- 
cated to  reaching  into  every  organiza- 
tion in  America  to  help  create  what 
AQP's  president,  Dr.  John  Simmons, 
calls  "the  new  workplace, "  a  work- 
place where  total  commitment  to  excel- 
lence and  quality  in  products,  ser- 
vices and  worklife  through  the  involve- 
ment of  all  employees  is  the  accepted 
standard  and  not  the  exception. 

In  this  first  special  report  on  the  sta- 
tus of  America's  new  visions  of  excel- 
lence and  quality  by  the  AQP  and 
Forbes,  we  will  draw  upon  articles  writ- 
ten by  the  world's  recognized  quality 
experts  and  examine  the  visions  of  ex- 
cellence and  quality  as  voiced  and 
carried  out  by  the  leaders  and  teams  of 
Florida  Power  &  Light,  Perkin-Elmer, 
Ernst  &  Whinney  and  Organizational 
Dynamics,  Inc. 

The  profiles  on  the  new  breed  of 
excellent  American  companies  that 
follow  will  demonstrate  both  who  is 
doing  something  right  and  how  oth- 
ers might  set  their  own  course  to 
excellence. 


i 


>   4 


;:■£' 


J, 

T| 

I  r     ' 

■  ^ 

:    jWl 

^ 

1"  - 

* 

■  •  i 

sT-  •  # 

8:  :  S! 

-  - 

~:"i\ 

^1 

^m.    * 

They  didnt  ask  a 

)ecorator  for  ideas. 

They  had  their 

own  ideas. 


lis  factory  floor  in  Ft.  Worth,  Texas,  is  almost 
rull  mile  long.  B-24  Liberators  rolled  off  the 
le  here,  then  flew  off  to  help  roll  back  the 
xis  advance  in  World  War  II. 

Today,  we  build  the  F-16  Fighting  Falcon 
re.  The  Air  Force  rates  it  the  highest-quality 
tical  fighter  in  the  world. 

We  are  proud  of  this  plant. 

We  are  proud  of  our  plane. 


But  we  are  most  proud  of  our  people. 
See  those  American  flags?  There's 
over  a  mile  of  them. 

We  didn't  think  of  putting  them  there. 
Our  people  did. 

They  created  their  own  fund— and 
donated  their  own  money— to  help  do  it. 

Perhaps  the  flags  help  our  people  create 
the  kind  of  environment  they  want  to  work  in 
by  reminding  them  what  they  are  working  for. 

They  are  proud  of  the  plant.  And  are 
proud  of  our  planes,  too. 

But  they  are  most  proud  of  our  country. 

GENERAL  DYNAMICS 

A  Strong  Company  For  A  Strong  Country 
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". . .  Frequently  companies 
are  structured  in  ways  that  in- 
hibit progress,  and  therefore, 
excellence." 

Mike  Robson, 

Journal  for  Quality  and  Participation 


FLORIDA 
POWER  &  LIGHT 

Florida  Power  &  Light  is  a  leader  of 
the  new  breed  of  excellent  American 
companies.  Its  view  of  quality  im- 
provement is  similar  to  that  of  Armand 
Feigenbaum's,  the  quality  expert 
credited  with  inventing  and  developing 
the  concept  of  total  quality  control. 
Feigenbaum  says  that  what  makes  total 
quality  control  work  is  "a  clear,  cus- 
tomer-oriented total  quality  system  that 
people  understand,  believe  in  and 
feel  they  are  a  part  of. " 

FPUs  vision  is  simply  "To  become 
the  best-managed  utility  in  the  United 
States,  and  an  excellent  company 
overall,  and  be  recognized  as  such. " 
FPL  is  well  on  its  way  to  meeting  its 
goals  and  at  the  pace  that  Juran  says 
is  necessary  for  companies  that  wish 
to  meet  and  exceed  world  quality 
standards. 

Within  the  past  two  years,  FPL's  vi- 
sion of  excellence  has  led  it  to  lend  its 
expertise  to  the  city  ofHialeah,  Fla., 
AT&T  and  others  so  they  could  either 
begin  a  quality  program  or  improve  an 
existing  one.  Its  president,  Bob  Tallon, 
served  as  president  of  the  AQP,  and 
John  Hudiburg,  chairman  of  FPL, 
helped  to  assure  passage  of  the  con- 
gressional bill  that  established  the 


K 


3 


8  OF  THE  TOP  10 
FORTUNE  500  COMPANIES 
CHOSE  ODI 


We're  helping  8  of  the  top  10 

Fortune  500  companies  to  plan, 
design  and  implement  total  quality 
improvement. 

In  fact,  our  consulting  services, 
measurement  software  and  imple- 
mentation programs  are  the  choice 
of  hundreds  of  quality-conscious 
corporations. 

If  your  company  is  a  Fortune  500 
member,  a  service  sector  leader  or 
a  mid-size  firm,  find  out  how  ODI's 
Total  Quality  Improvement  system 
can  help  you  too. 

Call  800-OD1-INFO  today  for 

more  information. 

® 
^fe'^%*  ORGANIZATIONAL 


25  Mall  Road,  Burlington,  MA  01803  •  1-800-ODI-INFO  ■ 
In  Mass.  617-272-8040  •  TWX  710-332-1067  • 
Offices  throughout  the  U.S.  and  Europe 


J.J.  Hudiburg 

Chairman 

Florida  Power  &  Light 


Malcolm  Baldrige  National  Quality 
Award.  Since  the  company  began 
offering  one-day  orientation  seminars 
on  its  quality-improvement  process 
(QIP),  more  than  700  companies  have 
visited  FPL. 

Looking  back  at  what  they  have 
learned  over  the  past  seven  years,  Bob 
Tallon,  president  of  FPL,  notes:  ". . . 
programs  have  come  and  gone  at  FPL 
with  amazing  regularity.  They  each  ar- 
rived promising  great  things  in  the  name 
of  higher  efficiency  or  lower  costs  . . . 
of  increased  profits  or  decreased  de- 
fects.  Despite  such  lofty  goals,  none 
of  the  programs  really  worked. 

"They  didn't  work  for  a  lot  of  rea- 
sons, but  mostly  they  didn't  work  be- 
cause they  weren't  driven  by  the  cus- 
tomer. The  quality  process  has  taught 
us  to  put  our  egos  aside  and  to  go 
outside  the  company  for  direction.  It  is 
the  customer  who  is  in  charge  of  QIP 
and  that  is  what  makes  it  work. " 

Concerning  FPL's  quality  plans  for 
the  future,  Tallon  notes  that  "Unlike  oth- 
ers who  may  be  content  with  bits  and 
pieces  of  the  quality  process,  we'll  be 
looking  at  a  'quality  system'  in  which 
every  available  quality-improvement 
tool  will  be  used  to  accomplish  top- 
priority  goals." 

What  have  the  quality  process  and 
its  improvement  teams  done  for  FPL? 
FPL  Chairman  Hudiburg,  urging  cau- 
tion, notes  that  "those  who  concentrate 
only  on  the  ledger  sheet  are  overlook- 
ing a  more  fundamental  bottom  line 
quality.  What  is  it  worth,"  Hudiburg 
asks,  "to  cut  the  number  of  meter-read- 
ing errors  in  half,  as  a  Ql  (quality  im- 
provement) team  in  Coral  Gables  re- 
cently did?  How  do  you  put  a  value  on 
the  credibility  those  folks  have  with  their 
customers?" 

FPL's  Tallon  notes,  "While  we  can 
point  to  specific  examples  of  bottom- 
line  savings — such  as  the  $600  million 
saved  in  the  construction  of  St.  Lucie  2 
nuclear  unit — we're  not  yet  certain 
what  the  long-term  positive  impact  on 
the  bottom  line  might  be.  We  are  cer- 
tain we  have  barely  scratched  the  sur- 
face of  opportunity. " 

One  of  FPL's  teams  that  best  exem- 
plifies the  company's  commitment  to  to- 
tal quality  is  a  team  composed  of  em- 
ployees of  the  company's  health  phys- 
ics section.  Team  member  Joe 


At  Perkin-Elmer,  quality  is  a  team  effort. 


THE  FRANCHISE 

Perkin-Elmer  develops  and 
manufactures  a  wide  range  of 
high  technology  products: 
analytical  instruments, 
semiconductor  processing 
equipment,  optical  systems, 
surface  technology  systems, 
avionics  and  computers.  Our 
products  serve  worldwide 
markets. 
THE  CHAT  1 FNGF 

In  the  face  of  increasingly 
vigorous  competition,  we've 
rewritten  our  game  plan.  We  call 
it  the  Quality  Business  Plan.  It 


touches  every  employee  and 
every  product  in  every  segment 
of  the  company.  In  essence,  the 
Quality  Business  Plan  enables 
Perkin-Elmer  to  concentrate  on 
quality  improvements  in  every 
facet  of  our  business. 
THE  TEAM 

From  the  volunteers  of  our 
Employee  Involvement  Teams  to 
our  management  teams, 
everyone  is  involved  in  this 
ongoing  program  of  quality 
improvement.  Everyone  gets  to 
play  and  every  player  is  a  star.  All 
employees  can  and  do  contribute 


to  our  winning  effort. 
THE  WINNER 

Everyone  wins.  Morale  climbs 
when  employees  participate  and 
get  to  see  results.  Better  morale 
enhances  productivity  which 
then  improves  the  team's  record. 
For  Perkin-Elmer,  the  biggest 
winners  are  our  customers  to 
whom  we  are  a  valued  scientific 
intermediary. 

We  will  be  glad  to  discuss  our 
quality  programs.  Please  feel  free 
to  contact  Joseph  A.  DeFeo  at 
Perkin-Elmer,  761  Main  Avenue, 
Norwalk,  CT  06859-0429. 


PERKIN  ELMER 


AUVbHIIbtMtlMI    b 


"How  do  we  achieve  quality? 
. . .  The  one  word  that's  be- 
come my  obsession  when  it 
comes  to  the  necessary  quali- 
ty revolution  in  our  firms . . . 
is  respect— for  the  employee, 
the  supplier  and  the  custom- 
er. The  real  question,  the  gut 
issue,  is  what  you  observe 
when  you  look  in  the  average 
employee's  eyes.  Do  you  see 
a  person  who'd  like  as  not, 
flake  off,  come  in  drunk,  be 
absent  regularly,  if  you  don't 
supervise  the  daylights  out 
of  him?  Or  do  you  . . .  see  a 
talented  person,  waiting  to 
contribute,  if  only  you'd  train 
the  devil  out  of  him,  get  out  of 
his  way,  and  let  him  go  to  it. . ." 

Tom  Peters, 

Journal  for  Quality  and  Participation 


Danek,  who  is  also  manager  of  the  sec- 
tion, says  they  set  out  to  improve  the 
accuracy  and  precision  of  processing 
radiation-exposure  monitoring 
badges  used  at  the  company's  nuclear 
facilities. 

The  team's  solution  to  the  problem 
was  shared  with  the  manufacturer  of  the 
badges  and  with  industry  colleagues 
at  a  meeting  of  the  National  Health  Phys- 
ics Society. 

Clearly,  FPL's  vision  of  excellence 
and  quality  has  taken  it  well  beyond  any 
traditional  definitions  of  corporate 
quality. 

PERKIN  ELMER  CORPORATION 

Two  benchmarks  that  help  to  identi- 
fy one  of  the  new  breed  of  excellent 
companies  are  commitment  to  train- 
ing all  of  their  employees  and  an  em- 
phasis on  serving  internal  customers. 
Perkin-Elmer  scores  high  marks  in  both 
areas.  Its  two-year-old  early  involve- 
ment product-development  process  as- 
sures that  all  those  who  will  be  affect- 
ed by  a  new  product  are  brought  into  the 
product-development  process  as 
early  as  possible.  This  integrated  prod- 
uct-development process  was  devel- 
ops d  by  a  quality-improvement  team 
of  senior  managers  over  a  16-month 
period. 

Perkin-Elmer's  director  of  product 
assurance,  Kaspar  Liepms,  says  that 
"early  involvement  in  product  devel- 
opment stresses  teamwork  and  com- 
munications. It  is  a  great  way  to  bring 
together  the  specialized  departments 
right  from  the  start  and  get  them  work- 
ing together  toward  our  common  goal  of 
highest-quality  products  that  meet 
our  customers '  needs. "  This  one  aspect 
of  Perkin-Elmer's  quality  process 
goes  a  long  way  in  overcoming  prob- 
lems caused  by  ignoring  internal  cus- 
tomers and  what  Juran  refers  to  as  the 
problems  resulting  from  "product  de- 
signs which  designers  threw  over  the 
wall  to  be  made  by  the  manufacturing 
department " 

Perkin-Elmer  devotes  12  hours  to 
train  employees  who  volunteer  to  serve 
on  employee  involvement  (El)  teams. 
In  just  its  third  year  of  operation.  300  of 
the  company's  non-supervisory  em- 
ployees serve  on  El  teams.  More  than 
100  managers  serve  on  quality -im- 
provement teams  similar  to  the  one  that 
developed  the  early  involvement  pro- 
cess. Both  figures  are  well  above  indus- 
try averages  for  a  program  in  its  fourth 
year. 

Another  critical  element  in  the  vi- 
sion of  excellence  for  this  new  breed  of 
American  corporation  is  making  the 
quality  process  part  and  parcel  of  the 
company's  strategic  plan 

Gay  nor  N  Kelley,  president  and 
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Gaynor  N.  Kelley 

President  &  COO 
Perkin-Elmer  Corp. 


chief  operating  officer  of  Perkin-Elmer, 
notes:  "We  view  quality  as  an  integral 
part  of  our  strategic  mission.  We  define 
that  mission  as  providing  excellence 
in  the  engineering  and  manufacturing  oi 
our  products,  and  in  the  performance 
of  all  other  aspects  of  our  role  as  a  scien- 
tific intermediary."  The  concept  of 
quality,  Kelley  says,  "transcends  simply 
the  reliability  of  a  product  or  its  fit  and 
finish.  It  extends  to  the  quality  of  deliv- 
ery, commitment,  service  and  indeed 
into  the  quality  of  every  interaction  with 
the  customer. " 

Following  a  pattern  set  by  other 
quality  leaders,  Perkin-Elmer's  busi- 
ness sectors  have  "developed  quality 
business  plans," according  to  Kelley. 
"Typically," he  continues,  "the  plans 
include  an  analysis  of  the  state  of  quality 
in  a  particular  sector ...  a  statement 
of  quality  goals,  a  recommendation  on 
how  to  organize  improvement  and  an 
outline  of  specific  steps  to  be  taken." 

The  new  work  and  test  stations  de- 
veloped by  a  team  of  electrical  test  tech- 
nicians, led  by  team  leader  and  sec- 
tion leader  Jerry  Mezzoni,  illustrate  hov 
the  company's  vision  is  carried  out  by 
line  employees  and  how  these  employ- 
ees were  able  to  serve  their  own  im- 
provement needs  and  those  of  the  com 
pany.  The  modular  work  stations  pro- 
posed by  the  team  supported  and 
improved  the  company's  just-in-time 
approach  to  production  and  were  im- 
plemented in  anticipation  of  a  planned 
move  for  the  department.  Team  leader 
Mezzoni  notes,  "Department  enthusi- 
asm and  motivation  has  increased  be- 
cause of  the  new  work  stations." 

Joseph  E.  Malandrakis,  sector  vice 
president  of  operations,  adds  that  Per- 
kin-Elmer's program  brings  with  it 
many  benefits.  "Quality  programs  fosfeJI 
an  environment  where  teamwork  and 
cooperation  lead  to  greater  creativity 
and  productivity  of  our  employees, 
and,  ultimately,  greater  customer  saf/s-(| 
faction  with  our  products  and  servi- 
ces," Malandrakis  says. 

ERNST  &WHINNEY 

"Quality  In  Everything  We  Do"  is 
more  than  just  a  phrase  at  Ernst  &  Whin 
ney.  It  is  Ernst  &  Whinney  and  always 
has  been,  reports  chairman  and  chief 
executive  Ray  J.  Groves. 

"Quality  of  service"  was  cofounder 
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When  you  preach  quality,  you'd  better  practice  it. 


Seven  years  ago,  Florida 
Power  &  Light  came  to  the  pain- 
fully obvious  conclusion  that  if 
you  want  to  know  more  about 
improving  quality  you  ask  the 
people  in  charge  of  providing  it. 

Not  just  the  people  in  the 
executive  suite,  but  the  folks 
down  in  the  trenches. 

So,  in  1981,  FPL  began  our 
Quality  Improvement  Program. 
And  provided  a  conduit  through 
which  new  ideas  could  flow  Be 
improved  and  expanded  upon. 
And  put  into  effect. 


We  organized  virtually  the 
entire  company  into  a  series  of 
quality  teams,  employee  groups 
working  together  to  find  ways 
to  work  better. 

In  short  order,  QIP  was 
reducing  customer  complaints 
and  unnecessary  expenses,  and 
vastly  improving  service. 

Can  a  similar  program  help 
you?  We  think  so.  Apparently,  so 
do  the  people  who  run  Americas 
top  companies.  At  last  count, 
400  of  the  Fortune  500  have 
visited  us  to  study  QIP. 


We  urge  you  to  write  or  call 
our  Quality  Improvement  Depart- 
ment for  more  information. 

You  don't  have  to  be  one  of 
the  Fortune  500. 

You  just  have  to  want  to 
make  all  the  preaching  about 
quality  more  than  just  lip  service. 


Quality  Improvement  Department 
Florida  Power  &  Light  Company, 
P.O.  Box  14000,  Juno  Beach,  FL  33408, 
(305)  694-4584 

An  FPL  Group  Company    c  1988  FPL 
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Providing  quality  service  focused  on  client  needs— 
and  doing  so  better  and  more  efficiently  than  any 
other  firm— is  one  of  our  most  important  goals.  We 
invite  you  to  measure  the  quality  of  our  service  by 
rhc  results  we  deliver  for  you. 
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i  Ernst  &Whinney 

*nd  results.  They  go  together. 

..  \cl\isors.  Consultants.  Over  4(W)  offices  worldwide. 
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"Better  quality  in  international 
trade  is  the  answer . . . 
Costs  go  down  and  produc- 
tivity goes  up  as  improvement 
of  quality  is  accomplished  . . . 
Better  quality  at  a  lower 
price  has  a  chance  to  capture 
a  market.  Cutting  costs  with- 
out improvement  of  quality 
is  futile." 

W.  Edwards  Deming, 

Journal  for  Quality  and  Participation 


AC.  Ernst's  watchword,  according  to 
Groves.  Ernst's  expectations  were 
clearly  outlined  in  a  small  booklet  pub- 
lished in  1920:  "As  a  member  of  the 
Ernst  &  Ernst  organization  (the  firm's 
original  name),  you  are  one  of  the  cus- 
todians of  a  trust.  It  has  taken  years,  it 
has  meant  many  sacrifices,  material 
and  otherwise,  to  create  this  trust.  It 
must  be  preserved.  Its  value  must  be 
enhanced." 

Today,  Groves  says,  Ernst  &  Whin- 
ney's  commitment  to  quality  influences 
and  guides  its  people's  actions 
"whether  we  are  performing  audit  pro- 
cedures, interpreting  accounting 
principles,  providing  tax  advice,  or  as- 
sisting a  client  with  an  information  sys- 
tems challenge." 

Groves  defines  "Quality  In  Every- 
thing We  Do"  as  having  four  elements: 
people,  service,  clients  and  work. 

This  requires,  he  says,  recruiting 
the  best  and  brightest  people,  contin- 
ually enhancing  a  professional  devel- 
opment program  to  broaden  their  tech- 
nical and  general-business  skills,  and 
providing  microcomputers  and  other 
state-of-the-art  tools  to  help  them  do 
their  jobs  well. 

It  also  means,  he  says,  understand- 
ing clients'  businesses  and  not  only  re- 
sponding promptly  to  their  requests, 
but  initiating  ideas,  suggestions,  and 
recommendations — bringing  the 
firm's  industry  expertise  and  functional 
capabilities  to  clients  before  they  ask 
for  help. 

Groves  adds  that  quality  service  by 
quality  people  results  in  having  clients 
whose  commitment  to  quality  is  simi- 
larto  Ernst  &Whinney's.  And  fundamen- 
tally, he  says,  the  firm's  work  must 
remain  first-rate — efficient,  effective,  fo- 
cusing on  what  is  important,  and  add- 
ing value. 
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Ray  J.  Groves 

Chairman  & 
Chief  Executive 
Ernst  &  Whinney 


Further  testimony  to  Ernst  &  Whin- 
ney's  commitment  to  quality,  says 
Groves,  are  its  efforts  to  help  enhance 
the  quality  of  financial  reporting,  its  ac- 
tive support  of  its  profession's  self- 
regulatory  program,  and  its  develop- 
ment of  a  uniform,  worldwide  audit 
approach  with  built-in  quality  stan- 
dards. 

Two  internal  policies  are  among 
many  that  promote  quality.  First,  no  part- 
ner or  staff  member  may  own  securi- 
ties of  any  client,  or  be  related  to  any 
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client's  employee  who  is  in  a  position 
to  influence  financial  statements. 

And  second,  if  a  staff  member  dis- 
agrees with  an  action  taken  by  a  superi- 
or on  an  engagement,  that  person  is 
instructed  to  bring  the  matter  to  the  at- 
tention, as  needed,  of  progressively 
higher  levels  of  management — even  to 
the  chairman — for  resolution  before 
the  report  is  issued.  "Our  staff, "  Groves 
says,  "knows  this  can  be  done  without 
fear. " 

Consistently  achieving  "Quality  In 
Everything  We  Do,"  Groves  says, 
"means  consistently  putting  forth  our 
personal  best.  This  involves  drawing  on 
all  of  our  individual  talents  and  capa- 
bilities— plus  those  of  other  E&W  people 
as  needed — to  accomplish  the  task  at 
hand.  It  is  being  able  to  say  when  we 
complete  a  job,  7  am  satisfied  and 
proud  that  I  did  my  best. '  " 

ORGANIZATIONAL  DYNAMICS 
INCORPORATED  (ODI) 

ODI,  international  consultants  spe- 
cializing in  quality,  services  the  new 
breed  of  excellent  companies  includ- 
ing AT&T,  Procter  and  Gamble,  Union 
Carbide,  John  Hancock,  Federal  Ex- 
press, Ryder  and  Digital  Equipment 
Corporation. 

"Our  focus  is  on  people,"  explains 
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George  H.  Labovitz 

President 

Organizational  Dynamics, 
Inc.  (ODI) 


George  H.  Labovitz,  president  of  ODI 
and  professor  of  management  at  Bos- 
ton University.  "We  help  senior  execu- 
tives design  and  implement  manage- 
ment systems  that  effectively  engage 
the  entire  company  in  the  effort  to  im- 
prove quality." 

"We  accomplish  this,"  Labovitz 
says,  "by  helping  everyone  build  stron- 
ger ties  with  their  customers  .  .  .  in 
many  cases,  'internal'  customers  who 
depend  on  them  for  products  and  ser- 
vices to  do  their  own  jobs.  When  you 
give  your  people  the  problem-solving 
and  measurement  tools  they  need  to 
move  work  through  your  company's 
'internal  customer-supplier  chain,'  very 
good  things  happen.  Your  costs  go 
down.  It  takes  less  time  to  bring  new 
products  to  market.  You  become 
more  innovative.  And  the  quality  deliv- 
ered to  your  external  customers  im- 
proves dramatically. " 

Ned  Hamson  is  the  editor  ofAQP's  Journal  for 
Quality  and  Participation  and  AQP  Report. 
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From  Amax'  rosy  glow  these  days,  you 
would  never  know  the  company  was  at 
death's  door  a  few  years  back. 


How  the  fallen 
have  risen 


By  James  Cook 


Amax  President  and  Chief 'Executive  .Mien  Born 

Who  said  you  couldn't  go  wrong  in  basic  materials? 


Do  they  come  back  from  the 
I  dead?  Less  than  a  decade  ago 
Greenwich,  Conn.'s  Amax  Inc. 
was  one  of  the  world's  great  natural 
resource  combines.  It  had  major  posi- 
tions in  more  than  30  industrial  mate- 
rials, its  earnings  were  growing  by 
leaps  and  bounds,  and  its  return  on 
equity  was  running  around  20% .  Five 
years  later  Amax  was  at  death's  door. 
The  metal  markets  collapsed,  and 
Amax  plunged  into  the  red  and  stayed 
there  for  five  years,  piling  up  cumula- 
tive losses  of  $1.7  billion. 

In  mid- 1985  Amax  got  a  new  boss, 
Allen  Born,  a  man  who  had  worked 
for  Amax  for  15  years  before  taking 
over  at  Vancouver's  Placer  Develop- 
ment in  1981.  He  knew  Amax  was 
sick,  but  he  was  con- 
vinced it  had  a  brilliant 
future.  For  years  the  com- 
pany had  assumed  that 
with  the  world  running 
out  of  practically  every- 
thing, long  term  you 
couldn't  go  wrong  invest- 
ing in  basic  materials. 
But,  Born  knew,  it  wasn't 
that  simple — you  had  to 
be  in  the  right  place  at  the 
right  time.  Too  many  of 
Amax'  investments  were 
simply  in  wrong  places. 

Born  set  about  closing 
down,  selling  off,  and 
even  walking  away  from 
business  after  business 
that  Amax  had  collected 
so  diligently  over  the 
years  when  it  was  riding 
high.  In  rapid  succession, 
he  pulled  Amax  out  of 
potash  and  phosphate,  out 
of  copper  and  nickel,  lead, 
zinc  and  silver.  Old  mis- 
takes. 

Amax'  molybdenum 
business  was  the  historic 
base  of  the  company  and, 
long  term,  its  biggest 
moneymaker.  But  in  the 
Seventies  molybdenum's 
principal  market,  the  steel 
industry,  began  to  con- 
tract, and  Amax  lost  its 
traditional  monopoly  in 
molybdenum  to  lower- 
cost  by-product  and  co- 
product  producers.  This 
business,  too,  was  the  vic- 
tim of  changing  times. 
Last  year  Born  set  about 
downsizing  molybdenum 
operations  to  suit  its  re- 
duced prospects,  closing 
the    15 -year-old   mine   at 
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Kitsault  in  Canada  and  mothballing 
the  mine  at  Climax,  Colo.,  which  pro- 
vided the  ax  of  the  Amax  name. 

All  told,  Born  wrote  off  $385.6  mil- 
lion in  assets.  "There's  not  much 
growth,"  Born  says,  "but  we've  sized 
the  business  to  make  money  on  it." 

To  reorient  the  company,  he  needed 
to  do  more  than  just  get  rid  of  losers. 
He  needed  money  for  new  projects.  So 
Born  had  to  sell  some  good  properties 
as  well.  He  sold  Amax'  25%  interest 
in  Australia's  Mount  Newman  iron 
ore  project  (for  $274  million),  its  13- 
year-old  interest  in  Dutch  North  Sea 
oil  (for  $58  million)  and  a  47%  stake 
in  Australia's  largest  gold  mining 
company,  Australian  Consolidated 
Minerals  (for  $168  million).  Says  he: 
"If  someone  wants  your  grandmother 
more  than  you  do,  you'd  sell,  and  so 
would  I.  But  at  the  right  moment  I'd 
probably  buy  her  back,  too." 

Amax  geologists  had  turned  up  a 
promising  gold  prospect  in  Nevada, 
and  Born  promptly  began  pumping 
money  into  it.  The  Sleeper  mine 
turned  into  the  lowest-cost  gold  pro- 
ducer in  North  America — producing 
gold  last  year  at  $74  an  ounce,  well 
below  the  $200  a  month  needed  to 
compete  worldwide.  From  a  standing 
start  in  1985,  Amax  Gold  earned  $41 
million  last  year  on  some  $67  million 
in  sales,  and  its  prospects  were  so 
exciting  that  Born  was  able  to  sell 
13%  of  the  company  to  the  public  last 
July  (for  $127  million). 

Born  also  acquired  interests  in  oth- 
er gold  projects  in  New  Zealand  and 
Canada.  Some  of  them  will  begin  pro- 
ducing this  year,  so  that  production 
may  rise  as  high  as  225,000  ounces,  up 
from  160,000  in  1987.  Through  acqui- 
sitions and  grass  roots  development — 
only  50  acres  of  the  50-square-mile 
Sleeper  property  have  been  explored — 
Born  expects  to  produce  500,000  to  1 
million  ounces  by  the  mid-Nineties. 
But  in  a  company  the  size  of  Amax, 
Born  points  out,  the  impact  will  hard- 
ly be  major.  "That's  a  half-billion  in 
revenue.  It'snot  the  golden  egg  most 
people  think  it  will  be." 

More  likely  to  be  the  golden  egg  is 
Alumax,  Amax'  big  aluminum  smelt- 
ing and  fabricating  operation.  Born 
bought  out  Mitsui  and  Nippon  Steel's 
combined  50%  interest  in  the  compa- 
ny in  late  1986 — at  a  cost  of  $335 
million  in  cash,  $100  million  in  con- 
vertible preferred  and  the  assumption 
of  $685  million  in  debt  and  other  li- 
abilities. At  a  time  when  prices  were 
low  and  aluminum  a  drug  on  the  mar- 
ket, that  purchase  took  a  certain 
amount  of  nerve. 

In  retrospect,  Born's  timing  looks 
brilliant.  Aluminum  prices  rose  from 


Amax  into  Alumax 


At  $3.4  billion,  Amax  sales  last  year  were  just  about  where  they  were  in 
1981,  before  the  company  came  apart  at  the  seams.  But  what  a  different 
company  it  has  become.  Once  one  of  the  most  widely  diversified  natural 
resource  combines  in  the  world,  Amax  has  been  transformed  into  a  major 
aluminum  company,  Alumax,  with  important  diversifications  in  coal, 
gold  and  molybdenum.  If  Amax  boss  Allen  Born  has  his  way,  Amax  seven 
years  from  now  will  be  a  lot  bigger — at  $5  billion  in  sales — but  not 
appreciably  changed  from  what  it  is  now. 


55  cents  a  pound  at  the  beginning  of 
last  year  to  over  80  cents  a  pound  by 
year-end,  so  that  Alumax'  operating 
earnings  were  up  133%  for  the  year, 
on  an  average  price  of  70  cents  a 
pound.  "We're  going  in  strong  in 
1988,"  Bom  says.  "But  we  can't  hold 
these  prices.  By  the  fourth  quarter 
we'll  see  the  price  start  to  go  down." 
Even  so,  with  prices  now  averaging 
over  90  cents  a  pound  and  still  rising, 
Alumax'  1988  results  should  look 
pretty  good. 

With  Alumax  in  the  fold,  Born  had 
effectively  transformed  the  company. 
With  60%  and  more  of  its  sales  and 
earnings  in  aluminum,  Amax  was  no 
longer  a  diversified  resource  company 
but  a  diversified  aluminum  company. 

Gold  and  molybdenum  are  impor- 
tant, but  they  pale  beside  coal  among 
Amax'  major  fields  of  interest.  Coal 
earned  roughly  $100  million  last  year 
on  $678  million  in  sales.  The  coal 
industry's  prospects  are  not  exhilarat- 
ing in  these  days  of  low  oil  prices,  but 
Amax  is  the  U.S.'  third-largest  coal 
producer  and,  Born  suggests,  its  most 
profitable.  Born  expects  to  expand  his 
market  share  with  new  drying  and 
blending  facilities  and  the  acquisition 
of  new  reserves.  As  Bom  sees  it,  coal 
ought  to  be  earning  $150  million  to 
$175  million.  Scoffers  would  do  well 
to  recall  the  good  timing  of  his  recent 
expansion  in  aluminum. 


So  far  Born's  progress  has  not  much 
shown  in  the  income  statement. 
Amax  reported  a  net  income  of  $14 
million  in  1986,  $51  million  in  1987, 
but  behind  the  screen  of  a  series  of 
writeoffs  Born  has  been  rebuilding  the 
company's  earning  power.  Writeoffs 
aside,  Born  says,  Amax  earned  $146 
million  last  year — around  $1.65  a 
share — and  with  the  last  of  the  write- 
offs behind  it  and  aluminum  current- 
ly booming,  Amax  could  do  twice  as 
well  this  year. 

Its  debt  is  only  $1.3  billion  current- 
ly, down  from  $2.4  billion  a  year  ago. 
With  $150  million  in  cash  in  the  till 
at  year-end,  and  tax-loss  carryfor- 
wards of  $1.3  billion  to  shelter  its 
income,  Amax  now  has  the  financial 
ability  not  only  to  begin  paying  divi- 
dends but  also  to  start  making  acqui- 
sitions again. 

And  Born  makes  it  clear  that  he's 
looking  for  acquisitions — not  only  in 
coal,  gold  and  natural  gas  but  also 
downstream  in  aluminum.  "There 
will  be  natural  extensions  of  what  we 
know  how  to  do  best,"  Born  says. 
"What  do  we  know  how  to  do?  We  do 
manufacturing,  we  mine,  we  sell, 
we're  very  smart  negotiators,  and  we 
know  how  to  turn  things  into  profits 
on  the  downstream  side  of  the  com- 
modities we  do  produce."  Obviously, 
too,  Born  knows  how  to  bring  compa- 
nies back  from  death's  door.  ■ 
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What  happens  when  a  high-tech  engineer- 
ing company  is  taken  over  by  a  bunch  of 
traveling  salesmen?  In  the  case  ofMemor- 
ex,  a  higher  operating  margin. 

"We  sell 
everything" 


llinm.is  England 


President  Giorgio  Roncbi  ofMemorex  Telex 

"Antistatic  carpet  to  printers  to  chairs  and  desks — you  name  it. 


Remember  Memorex  Corp.?  It 
was  a  hot  technology  company 
in  the  1960s,  and  its  audiotape 
became  one  oJ  th<  c  ;>untry's  most  rec- 
ognized consume  brands  when  Ella 
Fitzgerald  shattered  a  glass  in  a  re- 
cording studio  while  the  announcer 
asked:  "Is  it  live?  Or  is  it  Memorex?" 
But  even  as  the  ads  were  .uring,  bad 
management  was  n  Aemorex. 

By  the  end  of  1981  Ella  was  long  gone, 
Tandy  Corp.  had  bought  the  audio- 
and  videotape  busim.  morex 

had  disappeared  into  Bu  roughs  (now 
Unisys).  "These  guys  were  holding  a 
candle  without  a  flami  lames 

Porter,  publisher  of  l  >.  'eport, 


a  computer  market  survey. 

But  a  group  led  by  European  manag- 
ers of  Memorex  and  backed  by  Drexel 
Burnham  Lambert  paid  Unisys  about 
$600  million  to  buy  back  the  compa- 
ny at  the  end  of  1986.  Three  months 
ago  Memorex  elbowed  out  Asher 
Edelman  by  paying  $900  million  to 
acquire  Tulsa-based  Telex  Corp.  The 
new  company,  Memorex  Telex  N.V. 
(a  privately  held,  Amsterdam-based 
outfit  with  $2  billion  in  expected 
1988  sales),  is  now  the  world's  biggest 
factor  after  IBM  in  the  $10  billion 
IBM-plug-compatible  computer  pe- 
ripherals business.  That  means  Mem- 
orex Telex  is  bigger   in   peripherals 


than  such  competitors  as  Amdahl, 
National  Semiconductor  and  Storage 
Technology. 

But  Memorex  Telex  isn't  your  typi- 
cal technology  turnaround  story.  For 
one  thing,  it  is  a  leveraged  buyout  on 
top  of  a  leveraged  buyout.  Few  classic 
technology  companies  can  afford  to 
be  highly  leveraged,  since  they  need 
the  freedom  to  spend  heavily  on  re- 
search and  development.  Memorex 
Telex  is  saddled  with  $1.43  billion  in 
long-term  debt,  most  of  it  publicly 
held,  and  only  $34  million  in  com- 
mon shareholder  equity. 

To  survive,  this  company  has  to 
generate  cash,  lots  of  it.  In  1987,  its 
first  year  outside  Unisys,  Memorex 
doubled  its  operating  profit  to  $100 
million.  Eli  Jacobs,  a  financier  and  the 
chairman  of  Memorex  Telex,  says 
that  this  year  cash  flow  in  the  com- 
bined company  will  be  double  the  in- 
terest expense. 

Memorex  Telex  will  realize  some 
savings  from  cutting  duplication  be- 
tween the  two  component  compa- 
nies. They  were  competitors  in  sever- 
al lines.  Memorex,  for  example,  was 
always  strong  in  data  storage  devices, 
while  Telex  was  the  worldwide  leader 
behind  IBM  in  the  maturing  market 
for  terminals  that  allow  access  to  IBM 
mainframes.  Though  both  had  world- 
wide sales  and  service  organizations, 
Memorex  was  dominant  overseas — 
partly  because  Memorex  bought  Tel- 
ex Europe  in  1978 — while  Telex  was 
far  stronger  in  the  U.S. 

But  Memorex  Telex  will  survive 
not  by  developing  technology  so 
much  as  by  selling  it.  When  Memorex 
managers  bought  the  company,  they 
left  the  engineers  behind.  Unisys  re- 
tained research  and  development  and 
disk  manufacturing.  Memorex  limit- 
ed its  own  research  and  development 
to  a  small  team  that  spends  less  than 
1%  of  sales  improving  interfaces  be- 
tween Memorex  peripherals  and  IBM 
computers.  With  Telex,  R&D  will 
come  to  2.5%  of  sales. 

To  understand  this  company,  you 
have  to  see  Memorex  Telex  as  a  giant 
distribution  network  for  computer 
gear.  The  combined  company  has 
2,000  salesmen  and  3,500  service  peo- 
ple around  the  world.  "We  sell  every- 
thing from  antistatic  carpet  to  print- 
ers and  ribbons  to  chairs  and  desks — 
you  name  it,"  says  President  Giorgio 
Ronchi,  in  heavily  accented  English. 
Ronchi,  42,  who  started  working  for 
IBM  installing  computers  after  gradu- 
ating from  high  school  in  Milan,  ran 
Memorex  operations  in  Europe,  Latin 
America  and  Canada  for  four  years 
and  headed  the  management  buyout 
of  Memorex  from  Unisys. 


106 


FORBES,  APRIL  4,  1988 


Ronchi  realized  long  ago  that  it 
made  sense  for  his  salespeople  to  sell 
equipment  not  made  by  Memorex,  a 
concept  that  was  tantamount  to  her- 
esy at  the  once -proud  company  found- 
ed and  run  by  engineers.  When  Ron- 
chi's  customers  asked  for  a  minicom- 
puter tape  drive  that  wasn't  on 
Memorex'  product  list,  he  gave  them 
one  made  by  Fujitsu.  It  was  years  be- 
fore Ronchi's  domestic  counterparts 
even  considered  such  a  move. 

Europe  was  first  with  products  from 
other  manufacturers  as  well.  It  sells 
Hitachi's  solid-state  memory  add-on 
that  can  replace  a  mechanical  disk 
drive  but  which,  of  course,  can  be 
accessed  much  faster.  Memorex  also 
sells  a  minicomputer  disk  drive  made 
by  a  joint  venture  of  Fujitsu  and  Hita- 
chi. A  few  years  ago  Memorex'  French 
operation  noticed  that  customers 
were  buying  computer  supplies  from 
different  companies,  so  it  started  a 
catalog  business  that  now  operates 
worldwide. 

By  shopping  around  instead  of  rely- 
ing on  his  staff,  Ronchi  can  reduce  the 
risk  associated  with  technology 
change,  something  that  has  burned 
Memorex  many  times  in  the  past. 
Most  recently,  in  1983,  it  launched  its 
high-end  disk  drive  at  the  same  time 
that  Fujitsu  and  Hitachi  were  intro- 
ducing their  versions  of  IBM's  top-of- 
the-line  disk  drive.  But  Memorex' 
disk  drive  didn't  work,  and  Memorex 
lost  some  nine  months  back  at  the 
drawing  board. 

"They  were  kicked  out  of  the  big 
IBM  mainframe  market,"  says  David 
Vellante,  director  of  peripherals  at  In- 
ternational Data  Corp.,  an  informa- 
tion-industry research  firm.  Instead 
Memorex  began  focusing  on  custom- 
ers for  midrange  IBMs.  That  is  an 
enormous  market. 

The  Telex  acquisition  gives  Mem- 
orex even  more  products  to  sell.  The 
former  Memorex  salesmen  can  push 
the  leading  line  of  mainframe  termi- 
nals, intelligent  workstations  and 
some  new  integrated  voice-and-data 
terminals.  Telex  salesmen  have  a 
chance  to  push  Memorex  disk  and 
tape  storage  devices  and  printers  in 
the  U.S.  market,  where  Telex  is  cur- 
rently weak.  - 

Will  Ronchi  eliminate  Telex'  R&D 
and  manufacturing?  Not  right  away, 
and  maybe  never,  but  these  opera- 
tions will  be  constantly  judged  as  if 
they  were  outside  suppliers.  "How  do 
you  take  a  factory  and  make  it  profit- 
able?" asks  Ronchi  rhetorically.  "You 
just  publish  their  results." 

This  is  a  discipline  that  isn't  exact- 
ly foreign  to  former  Telex  president 
George  Bragg,  53,  a  onetime  Memorex 


Thomas  England 


Memorex  Telex'  George  Bragg 
"We're    making    make-or-buy    deci- 
sions all  the  time." 

strategic  planner  who  now  runs  U.S. 
operations  for  the  merged  company. 
"We  buy  most  of  the  printers,  the 
CRT  [cathode  ray  tube]  and  the  key- 
board," he  says.  "Even  down  to  the 
board  level,  we're  making  make-or- 
buy  decisions  all  the  time." 

All  this  is  a  far  cry  from  Memorex' 
days  on  the  leading  edge.  Founded  in 
1961  to  make  computer  tape,  Memo- 
rex started  to  click  in  the  late  1960s 
when  a  group  of  IBM  engineers  arrived 


with  the  idea  of  giving  IBM  customers 
better  and  cheaper  disk  drives  than 
IBM  would.  Memorex  delivered  on  its 
promise  and  expanded  quickly  to  be- 
come a  major  factor  in  peripherals  for 
large  computer  installations. 

Alas,  the  IBM  price  umbrella  that 
permitted  Memorex  the  luxury  of 
building  a  worldwide  direct  sales  and 
service  force  also  attracted  plenty  of 
competition.  By  1975  the  lion's  share 
of  the  IBM  plug-compatible  tape-drive 
business  was  going  to  Storage  Tech- 
nology, a  startup  founded  by  another 
former  IBM  data  storage  engineer,  Jes- 
se Aweida.  By  1980,  two  years  after 
Memorex  had  tried  unsuccessfully  to 
acquire  Storage  Tech,  Aweida  made  a 
move  on  Memorex.  The  next  year 
Memorex  fell  prey  to  Burroughs 
Corp.,  which  wanted  its  disk  drive 
knowhow. 

Will  this  company  make  it?  "What 
are  all  the  things  that  could  possibly 
go  wrong?"  asks  Ronchi.  "Inflation? 
Exchange  rates?  Technology?  Not  at 
all.  The  only  thing  that  can  go  wrong 
is  that  we  become  crazy  and  we  start 
building  a  big  headquarters." — G.S. 


How  to  cut  the  cost  of  keeping  criminals  in 
the  slammer?  One  way  would  be  to  ease 
prisons  into  the  20th  century. 

Bailiff,  beam  up 
the  defendant 


By  Gale  Eisenstodt 
and  Gary  Eisler 


IT  WAS  ALMOST  A  PERFECT  prison 
break.  On  a  foggy  winter  night  a 
little  over  two  years  ago,  two  con- 
victed thieves  somehow  made  their 
way  out  of  their  dormitory  at  Utah 
State  Prison,  near  Draper,  and  headed 
for  the  maximum  security  perimeter, 
camouflaged  in  white  long  Johns  to 
blend  with  the  mist  and  snow.  Once 
over  the  two  chain-link  fences,  the 
two  inmates  made  a  run  for  it,  but  by 
then  a  series  of  seismic  sensors  had 
tripped  a  computer  alarm  in  the  pris- 
on control  tower.  One  convict  was 


picked  up  in  less  than  a  minute;  the 
other  was  found  an  hour  later,  covered 
with  cockleburs,  lying  in  the  snow. 

Utah  State's  computerized  control 
remains  in  a  minority  among  the  na- 
tion's prisons  and  jails.  But  it  will 
become  less  exceptional.  To  house 
bulging  inmate  populations,  federal, 
county  and  state  governments  are 
spending  well  over  $3  billion  a  year  on 
construction.  To  get  the  most  out  of 
their  money,  the  wardens  are  adding 
security  technology — everything  from 
pneumatic  locks  to  perimeter  sensors 
to  access  devices  that  scan  inmates' 
retinas.  Prison  technology  is  attract- 
ing the  attention  of  such  firms  as  Hon- 
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Technology  is  a  resource  we  want  to  share. 

In  an  age  where  technology  is  king,  our  aim 
remains  simple.  We  want  to  share  what  we 
have.  Because  at  Canon  we  believe  technology 
is  as  much  a  natural  resource  as  the  water  we 
drink  or  the  air  we  breathe.  That's  why  every 
innovation  we  make  is  geared  to  sharing 
technological  breakthroughs  with  as  many 
people  as  possible. 

We  were  the  first  to  put  electronics  into 
our  cameras,  so  anyone  could  take  pictures  like 
a  pro.  We  took  big,  bulky  copiers  and  made 
them  small  and  affordable  enough  for  personal 
and  family  use.  And  when  we  came  up  with  a 
Laser  Beam  Printer,  we  didn't  keep  it  to 
ourselves.  Instead,  we  helped  launch  a  whole 
new  industry  —  desktop  publishing. 


CANON  INC 
Tokyo  Japan 


THAN 
HE  BOTTOM  LINE 


One  way  trade  is  no  trade  at  all. 

We're  ambitious  too.  We  want  to  break  down 
national  borders.  Because  it  didn't  take  us  long 
to  figure  out  that  one-way  trade  is  no  trade  at  all. 

That's  why,  as  early  as  1973,  Canon 
Business  Machines  opened  our  first  plant  in  the 
U.S.A.,  in  Costa  Mesa,  California.  Why  we've 
started  operations  at  a  new  $25  million  business 
machines  facility  in  Newport  News,  Virginia. 
Why  we  also  have  major  production  facilities  in 
West  Germany  and  France,  and  technical 
exchange  agreements  with  the  Peoples 
Republic  of  China.  Why  we  now  employ  over 
1 1,000  people  outside  Japan,  3,700  in  the  U.S.A. 


Cooperation  for  a  better  tomorrow. 

Today,  we're  growing  in  new  directions,  expanding 
our  business  in  telecommunications,  in  artificial 
intelligence  and  biochip  technology.  Don't  get  us 
wrong.  We  believe  m  profit.  But  we  want  to  use  that 
profit  wisely.  To  create  new  employment 
opportunities,  beat  pollution,  and  benefit  humanity. 
A  Utopian  dream?  Not  really. 

Last  year,  we  at  Canon  celebrated  our  50th 
anniversary.  As  we  start  our  second  half  century, 
we  still  think  that  success,  like  technology,  is  meant 
to  be  shared.  That  by  working  together  for  a  better 
world,  we'll  achieve  a  whole  lot  more  than  by 
staring  at  the  bottom  line. 


Canon 
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eywell  (with  expertise  in  computer- 
ized security  controls),  alarmmaker 
Kidde  (a  subsidiary  of  Hanson  Trust 
Pic.)  and  a  slew  of  entrepreneurs. 

Technology  is  creating  some  new 
types  of  penal  institutions.  Take 
Prince  Georges  County  Correctional 
Center  (pop.  1,000)  in  Upper  Marl- 
boro, Md.,  opened  early  last  year.  This 
jail  has  neither  bars  nor  towers.  In- 
mates live  in  self-contained  housing 
units.  Their  cells  have  steel  doors  that 
open  onto  a  common  dayroom  with 
dining  and  recreational  facilities. 

Prince  Georges  may  not  have  bars, 
but  it  does  have  an  electronic  perime- 
ter security  system.  An  audio  cable 
that  acts  like  a  microphone  is  at- 
tached to  the  first  of  a  pair  of  chain 
link  fences  topped  with  razor  wire. 
The  3-yard  area  between  the  two 
fences  has  a  pair  of  buried  cables  that 
create  an  electromagnetic  field.  If  the 
fence  is  shaken,  or  if  any  movement 
disturbs  the  field,  an  alarm  will  sound 
in  the  control  room  and  show  up  on 
the  color-coded  computer  map,  which 
is  divided  into  300-foot  zones  so  the 
location  of  the  breakout  can  be  in- 
stantly pinpointed.  In  addition,  a  syn- 
thesized voice  message  will  sound  on 
the  guards'  radios.  Three  mobile  pa- 
trol vehicles  are  on  standby.  The  pe- 
rimeter system,  made  by  Kanata, 
Ont. -based  Senstar  Corp.,  cost  around 
$300,000,  which  is  roughly  the  price 
of  the  needed  guard  towers,  but  saves 
on  labor  costs. 

One  reason  wardens  are  reluctant  to 
use  the  new  gear  is  that  it  takes  time  to 


work  out  the  kinks.  When  Prince 
Georges  first  installed  the  perimeter 
control  apparatus,  it  was  so  sensitive 
that  birds  set  it  off.  While  officers  were 
ignoring  the  false  alarms,  two  men 
escaped.  Now  the  system  has  been 
gauged  to  human  weight. 

Prince  Georges  uses  access-control 
and  identification  devices  to  keep 
track  of  guards.  Ingersoll- Rand's 
Schlage  Electronics  subsidiary  makes 
the  computer-based  card-reader  that 
senses  ID  cards  brought  within  a  few 
inches  of  it.  If  a  guard  is  authorized  to 
have  access  to  an  area,  then  the  moni- 
toring officer  sends  a  message  back  to 
the  station  to  unlock  the  door.  The 
computer  maintains  a  record  of 
guards'  whereabouts. 

To  prevent  mistaken  releases  as 
well  as  for  head  counts  and  record 
keeping,  Samuel  Saxton,  director  of 
the  Prince  Georges  County  depart- 
ment of  corrections,  is  negotiating 
with  manufacturers  for  an  inmate 
identification  system  that  would  use 
a  grocery-store-type  laser  scanner  to 
read  bar  codes  and  fingerprints  on  hos- 
pital-style identification  bracelets. 
The  wristbands  would  also  contain 
the  inmates'  pictures.   "Technology 

Perimeter  security  system  display  at 
Prince  Georges  county  jail 
George  Orwell  would  be  proud. 


Maximum  secw  room  at  Prince  Georges  jail 

Kinks  in  the  chain  links. 


has  allowed  us  to  manage  a  cheaper, 
better,  more  humane  institution  that 
does  not  have  all  the  bars,  yet  is 
secure,"  says  Saxton. 

Utah  State  Prison  uses  a  retinal 
scanning  device  from  EyeDentify,  Inc. 
of  Beaverton,  Ore.,  to  check  that 
minimum-security  inmates  leaving 
for  work-release  programs  are  who 
they  say  they  are. 

Locks  are  undergoing  big  changes. 
Conventional  electromechanical 

locks  are  facing  a  threat  from  pneu- 
matic locks.  A  centrally  located  com- 
pressor provides  a  constant  80  pounds 
per  square  inch  of  air  pressure  to  the 
lock.  When  a  remote  button  is 
pushed,  air  is  channeled  to  the  bottom 
of  a  piston,  and  the  bolt  springs  back. 
Pneumatic  locks  suffer  less  friction 
and  fewer  mechanical  problems.  Two 
privately  held  firms,  National  Securi- 
ty Products  and  Republic  Security 
Products,  are  trying  to  sell  pneumatic 
locks  for  the  corrections  market,  al- 
though prison  architects  are  just  start- 
ing to  incorporate  these  devices  into 
their  plans. 

Electronic  security  is  making  its 
presence  felt  in  the  courtroom.  At 
Prince  Georges,  for  example,  video  ju- 
dicial proceedings  are  conducted  for 
bond  hearings  in  the  jail.  Inmates,  in- 
stead of  being  transported  2  miles  to 
court,  are  placed  in  front  of  a  micro- 
phone and  camera.  The  system  cuts 
transportation  costs  and  reduces  the 
security  risks  encountered  in  moving 
inmates.  Other  courts  from  Arizona 
and  California  to  Florida  use  video 
conferencing  for  misdemeanor  and 
felony  arraignments. 

Much  of  the  technology  is  still  un- 
refined. A  week  after  the  Nevada  De- 
partment of  Prisons  opened  the 
Southern  Desert  Correctional  Center 
near  Las  Vegas  several  years  ago,  its 
infrared  and  microwave  perimeter 
system  was  wiped  out  in  a  desert  flash 
flood.  Carl  Larson,  chairman  of  the 
California  corrections  technology 
transfer  committee,  tests  the  wares  of 
some  40  firms  a  year,  but  says  he  has 
"found  none  without  some  frailty." 

Wardens  may  be  skeptical  of  un- 
proven  gadgets,  but  they  aren't  fight- 
ing the  trend  to  technology.  Indeed, 
they  have  a  shopping  list  of  new  prod- 
ucts they  would  like  to  see  to  out- 
smart crooks.  Right  near  the  top:  sen- 
sors powerful  enough  to  detect  nar- 
cotics smuggled  into  prison. 
(Prisoners  are  creative.  One  trick  is  to 
soak  "clean  underwear"  in  a  heroin 
solution.)  Thermedics  in  Wobum, 
Mass.  is  developing  contraband  sniff- 
ers for  the  Customs  Service,  but  has  a 
way  to  go  before  the  devices  become 
cheap  enough  for  the  county  jail.  ■ 
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IE  BUSINESS  COMMUNICATIONS  CONNECTION 


These  days,  when  people  communicate, 

The  proposal  looks  good.  Yeah. 

it  takes  an  array  of  high-tech  equipment 
I'm  starving.  Scroll  up.  No. 

to  make  it  possible.  But  more  important, 
Let's  put  that  bar  graph  on  page  two. 

it  takes  dedicated  professionals  to  make 
Does  the  list  include  Boston? 

the  technology  work.  So  when  you  connect 
That's  better.  I'm  sending. 

with  Centel,  we  connect  you  with  people 
Boom. 

before  we  connect  you  with  technology. 
They've  got  it.  All  fifty. 

Because  thafs  what  communicating 
Good  luck  at  the  meeting. 

is  all  about. 
It's  raining  here.  too.  Good  night. 

CENTEL 

WHERE  PEOPLE  CONNECT 


BUSINESS  SYSTEMS  •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

For  more  information  about  Centel  Business  Systems,  write  Department  8, 8725  Higgins  Road.  Chicago.  IL  60631  ©  1987  Centel  Corporation 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


No  longer  the  only  place  to  advertise  whole 
categories  of  products  effectively,  women's 
service  magazines  are  locked  in  an  ex- 
traordinarily nasty  fight. 

Sob  for 
the  sisters 


By  Eric  Schmuckler 


W'  hen  things  are  going  right,  few 
things  you  can  legally  sell  aie 
more  profitable  than  magazines.  Once 
past  the  break-even  point,  margins  get 
fatter;  as  long  as  advertisers  and  read- 


ers remain  loyal,  most  of  the  addition- 
al dollars  cascade  to  the  bottom  line. 
The  same  leverage,  alas,  works  in 
reverse.  When  things  begin  to  go  bad- 
ly, declines  are  extremely  difficult  to 
reverse.  That,  in  a  nutshell,  accounts 
for  all  the  hair-pulling  now  going  on 


among  the  major  women's  service 
magazines,  the  so-called  seven  sisters. 

The  sisters — Better  Homes  &  Gar- 
dens, Family  Circle,  Good  Housekeeping, 
Ladies'  Home  Journal,  McCall's,  Redbook 
and  Woman's  Day — would  seem  to 
have  little  reason  to  worry  at  first 
blush.  Family  Circle,  which  has  seen 
more  circulation  evaporate  than  any 
other  sister,  reported  pretax  profit 
margins  of  a  little  under  50%  to  its 
parent,  the  New  York  Times  Co.,  ac- 
cording to  publisher  Charles  Town- 
send.  But  signs  of  trouble  for  all  of 
them  are  visible,  and  their  measures 
to  deal  with  them  are  getting  extreme. 

In  circulation  per  issue,  only  Better 
Homes  and  Good  Housekeeping  have 
held  their  own  in  the  past  ten  years.  In 
the  same  period  Redbook  circulation  is 
down  11% ,  Ladies'  Home  Journal  15%, 
McCall's  18%,  Woman's  Day  28%,  Fam- 
ily Circle  32% . 

The  seven  sisters  still  have  an  im- 
pressive circulation  of  40  million. 
The  600-pound  gorilla  in  the  crowd  is 
Better  Homes,  with  average  per-issue 
circulation  over  8  million;  Redbook  is 
the  littlest  sister,  with  just  over  4 
million.  The  others  hover  around  5 
million  or  6  million  copies,  according 
to  unaudited  December  1987  figures. 


Browsing  tbi  a  \,  v,  Jersey  supermarket 

Less  time  to  bake  those  pies  or  sew  those  quilts. 
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are 


Ad  pages  for  the  category  are  down 
1 1  %  in  the  last  ten  years,  to  just  over 
10,000  pages.  Five  years  ago  Good 
Housekeeping  and  Family  Circle  were 
clear  leaders,  but  now  the  pack  is 
more  closely  bunched.  More  impor- 
tant, though,  the  sisters  have  been 
stalled  at  that  10,000-page  level  for  at 
least  five  years,  trading  pages  back 
and  forth  in  a  nasty  battle  for  share. 

These  symptoms  signal  more  fun- 
damental problems.  Not  least  is  the 
oldest  of  them  all — persuading  adver- 
tisers and  their  agencies  that  a  partic- 
ular magazine's  editorial  matter  and 
readers  are  terrific.  To  that  end,  all  go 
through  cycles  of  redesign,  new  edi- 
tors, new  features.  But  the  impression 
persists  that,  superficial  differences 
aside,  down  deep  all  the  sisters 
more  or  less  the  same. 
Says  one  magazine 
consultant:  "The  seven 
sisters  give  you  the 
rock-ribbed,  blue- 

haired,  apple  pie, 
Chevy-buying,  Middle 
American  woman." 

A  newer  problem, 
and  probably  more  in- 
tractable in  the  long 
run,  is  the  seemingly 
endless  parade  of 
smaller  but  highly  fo- 
cused magazines  nib- 
bling away  at  identifi- 
able hunks  of  readers — 
women  who  work 
(Working  Woman,  Sav- 
vy); women  with  kids 
(Parenting);  even  wom- 
en who  cook  (Cook's, 
Gourmet).  Thus,  the 
seven  sisters,  with 
their  huge  circulations, 
are  competing  not  only 
for  the  huge  audiences 
television  can  deliver  but  against  far 
smaller  competitors  eroding  audi- 
ences the  sisters  used  to  call  their 
own.  One  sign  that  the  seven  sisters' 
day  has  passed:  McCall's,  Ladies'  Home 
Journal  and  Woman's  Day  have  all 
changed  hands  in  the  last  lxh  years. 

In  consequence  of  all  this,  the  seven 
sisters  now  routinely  commit  a  major 
sin  in  the  magazine  business — cutting 
their  rate  cards.  Last  year  Dale  Lang  of 
McCall's  dropped  any  pretense  to  the 
contrary  by  announcing  that  all  his 
rates  were  negotiable.  The  other  sis- 
ters are  also  in  there  dealing.  For  ex- 
ample, the  1987  Family  Circle  rate  card 
said  that  the  one-time  cost  of  a  four- 
color  ad  averaged  $75,000.  In  fact, 
with  discounts  running  close  to  40% 
for  powerful  advertisers,  the  page 
could  be  had  for  $47,000. 

Advertisers'   and     their     agencies 


couldn't  be  more  pleased  with  all  the 
pain.  Although  many  packaged  goods 
companies  remain  loyal  advertisers, 
others  have  fled.  General  Foods  once 
spent  60%  of  its  magazine  budget 
with  the  seven  sisters.  Today,  says  GF 
Media  Director  Donald  Miceli,  those 
publications  receive  only  30%. 

No  sister  has  been  harder  hit  than 
Family  Circle,  which  saw  its  pretax 
margins  drop  5%  in  five  years.  Town- 
send,  44,  was  hired  in  December  1986 
to  stem  the  magazine's  slide.  He  will 
have  his  hands  full  on  every  front. 

Family  Circle  has  to  establish  a  clear- 
er identity,  Townsend  says,  so  he  has 
hired  a  new  editor,  Jackie  Leo,  founder 
of  Child  magazine.  But  clearer  identi- 
ties don't  come  easy  in  this  field.  All 
the  seven  sisters  are  tinkering  with 


Rjchard  Hackeu 


Family  Circle  publisher  Charles  Tounsend  and  new  editor  Jackie  Leo 
Trying  to  spice  up  an  old  recipe. 


their  editorial  content.  Recipes  are 
less  elaborate,  more  convenient.  Arti- 
cles are  shorter,  easier  to  read.  McCall's 
and  Ladies'  Home  Journal  have  shifted 
their  editorial  focus  toward  celebrity 
coverage  (edging  onto  the  turf  of  Peo- 
ple and  Us).  Redbook  has  increased  its 
fashion  coverage,  although  it  is  hardly 
a  competitor  for  Vogue  or  Elle.  And 
along  with  the  more  traditional 
health  and  family  stuff,  more  stories 
on  divorce  and  sexuality  now  pop  up 
in  the  pages  of  many. 

Some  70%  of  Family  Circle's  copies, 
moreover,  are  sold  in  supermarkets 
and  convenience  stores,  where  the 
fight  for  checkout  rack  space  is  in- 
tense. "It's  a  war  zone  out  there,  and 
you  win  it  with  armies,"  says  Town- 
send.  To  field  more  troops,  he  merged 
his  distribution  arm  with  Time  Inc.'s 
very  powerful  army  last  fall.  Today  it 


is  operated  as  a  joint  venture,  a  good 
move  for  Townsend  because  it  mean's 
that  the  number  of  reps  policing  the 
supermarket  racks  in  behalf  of  Family 
Circle  is  now  750  instead  of  60. 

Townsend  wants  to  be  less  depen- 
dent on  newsstands.  To  smooth  out 
the  swings  in  single-copy  sales,  he  has 
been  reaching  for  subscribers,  who 
now  number  1.8  million,  or  nearly 
30%  of  the  total.  He  has  done  so  via 
his  own  direct  mail  marketing  and 
through  agencies  like  Publishers 
Clearing  House.  But  building  circula- 
tion this  way  produces  its  own  tough 
problems.  Direct  mail  is  expensive, 
and  subscribers  signed  through  PCH 
are  notoriously  fickle.  When  a  publi- 
cation is  in  trouble,  this  process  can 
resemble  a  treadmill.  Getting  sub- 
scribers to  sign  on 
once,  tough  as  it  can 
be,  is  as  nothing  to  get- 
ting them  to  renew. 

If  rate-cutting  per- 
sists among  the  sis- 
ters— and  there  is  little 
sign  now  of  its  going 
away — Townsend  has 
to  find  other  means  to 
improve  advertising 
revenues.  He  is  pres- 
ently pitching  a  "total 
promotional  package" 
to  advertisers,  includ- 
ing advertorial  product 
mentions,  shopping 
mall  demonstrations, 
sports  events,  even 
printing  services  for  ad- 
vertisers' inserts. 

In  one  marketing 
gambit  to  increase  ad 
pages,  Family  Circle  an- 
nounced in  February 
its  "Family  Car  of  the 

Year"     awards.     (The 

first  grand  winner — the  Volvo  240 
DL.)  Counting  on  the  promotion  to 
help  draw  a  new  category  of  advertis- 
ers to  his  book,  Townsend  expects  to 
more  than  double  car  ad  pages  this 
year,  up  to  36. 

Expect  similar  energy  from  all  the 
sisters,  some  of  whom  may  not  sur- 
vive the  battle  in  their  present  form. 
Townsend  sees  big  changes  ahead  in 
the  category  but  by  and  large  wants  to 
keep  Family  Circle  minding  its  tradi- 
tional business.  "I  would  love  to  be 
one  of  the  two  real  service  magazines 
left,"  he  says. 

But  the  storm  warnings  are  clear. 
Family  Circle's  declines  now  bring  it 
down  in  average  per-issue  circulation 
and  total  ad  pages  to  the  level  of  Wo- 
man's Day,  its  chief  competition  on 
the  checkout  counter  racks  of  Ameri- 
ca, for  the  first  time  in  years.  ■ 
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Great  design  does 


Our  glasses  are  designed  to  bring  out 
the  best  in  a  beverage.  "Excelsior, " 
our  prize-winning  stemware  series,  is 
a  good  example. 


n 
I  j 
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Nature  has  ingeniously  created  the 
shapes  and  colors  ot  flowers  to 
appeal  to  the  taste  of  "guests" 
needed  to  preserve  the  species. 


)pen  by  chance. 


<^> 


Nature  has  brought  forth  over 
200,000  varieties  of  flowers.  At  first 
glance,  the  opulent  diversity  of  their 
shapes  and  colors  appears 
haphazard.  But  if  you  take  a  closer 
look,  you'll  discover  that  not  a  single 
detail  has  been  left  to  chance. 
Blossoms  designed  to  attract  bees 
have  a  shape  different  from  those 
which  appeal  to  butterflies'  tastes. 

Like    nature's   flowers,   our 

glassware  is  carefully  styled  to  bring 
out  the  best  in  a  beverage.  Sipped 
from  differently  shaped  wine 
glasses,  the  same  wine  will  have  a 
different  taste.  And  what  would 
happen  to  the  exquisite  taste  of  a 
fine  cognac  if  it  were  served  in  a 
clunky  beer  mug? 

Our    customers'     personal 

tastes  in  style  are  as  important  as 
the  design  of  our  glassware.  You 
may  appreciate  the  simple,  classical 
shape.  Or  prefer  the  festive  sparkle 
that  polished  lead  crystal  lends  to  an 
elegantly  set  table.  Or  perhaps  you 
enjoy  finely  cut  lead  crystal.  Our  line 
of  crystal,  featuring  over  7,000 
designs  is  so  varied  that  it  is  certain 
to  please  the  most  discriminating 
taste.  Glassware  from  Schott 
Zwiesel  has  won  many  awards  for 
excellence  in  design. 

Good    design    is   just   one 

example  of  Schott's  achievements 
in  R  &  D.  Whether  in  the  home  or  in 
the  laboratory,  special  glass  from 
Schott  harmoniously  combines 
appealing  design  and  function. 

Meet      Schott     worldwide: 

50,000    products,    40    production 
facilities,  represented  in  over  100 
countries,  with  $  1  billion  in  sales. 
Schott  in  the  USA:  8  com- 
panies employing  more  than  1,200 
people. 

Want  to  know  more  about  our 

special  glass?  Write  to:  Schott 
Corporation,  Dept.  F  8, 3  Odell  Plaza, 
Yonkers,  NY  10701. 


SCHOTT 


Nobody  knows  more  about  glass. 


V 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


What  do  you  get  when  you  send  a  pair  of 
economics  professors  to  the  racetrack? 
Right — an  expensive  book  and  yet  another 
system  for  beating  the  ponies.  Sort  of 


Nagonomics  I 


By  Stanley  W.  Angrist 


Against  their  own  better  judg- 
ment, and  facing  clearly  unfair 
i  odds,  millions  of  Americans 
go  to  the  track  each  year  to  bet  bil- 
lions on  the  ponies.  In  1986  alone, 
some  70.6  million  punters  bet  $10.5 
billion  at  the  windows,  and  nearly  all 
of  them  came  home  poorer  for  the 
experience.  (The  biggest  mistakes 
most  bettors  make,  say  the  pros,  are 
betting  too  much,  too  often,  on  long- 
shots,  and  betting  too  little,  too  sel- 
dom, on  favorites.) 

Yet  nearly  all  bettors  think  they 
"coulda,  shoulda,  woulda"  come  out 
ahead — if  only.  It's  "if  only"  that 
keeps  them  coming  back. 

College  professors  of  economics  arc 
supposed  to  know  better.  They  should 
know,  for  example,  what  the  takeout 
does  to  bettors'  chances.  This  20% 
average  deduction,  which  includes 
track  expenses  and  state  tax,  is 
skimmed  from  the  top  of  the  wager 
pool.  The  rakeoff  is  even  worse  at 
most  ott-track  betting  parlors. 

No  surprise,  then,  that  few  people 
make  money  betting  on  the  ponies. 
For  comparison's  sake  the  craps  ta- 
bles in  Las  Vegas  or  Atlantic  City  give 
the  house  an  edge  usually  under  5%. 
Even  a  roulette  wheel  with  a  zero  and 
double  zero  has  a  house  edge  of  5.26% 
when  the  bet  is  on  red  or  black,  or 
>*kl 

Still,  Peter  Asch    50,  and  Richard 
Quandt,  57,  professors  of  economics 
id  Princeton,  respective 
then    is  a  way  to  greatly 


improve    your    chances    of    coming 
home  from  the  track  a  winner. 

Asch  got  interested  in  horse  racing 
as  a  graduate  student,  but  it  wasn't 
until  1978  that  he  and  a  colleague 
stumbled  on  some  decent  track  data' 
and  started  doing  research.  Quandt 
applied  some  standard  economic  tools 
such  as  regression  analysis  and  logit. 
models  to  those  data. 

From  the  results  presented  in  theii 
book  Racetrack  Betting:  The  Professors'' 
Guide  to  Strategies  (Auburn  House,  Do-! 
ver,  Mass.,  $24.95)  and  the  cash-on- 
the-line  efforts  of  a  Forbes  reporter'sl 
afternoon   at   the   betting  windows, 
they  appear  to  be,  well,  on  the  right, 
track.  But  note:  Like  most  betting  sys-j*. 
terns,  theirs  is  a  grind  requiring  disci-* 
pline  and  patience,  usually  resulting! 
in  only  very  modest  gains.  No  50- to- 11 
shots  here.  After  all,  if  the  system! 
were  easy  to  master,  anyone  could  doi 
it — a  self-defeating  commonplace. 

Asch  and  Quandt,  seeing  similar-J 
ities  between  the  track  and  the  stock! 
market,   divide   bettors   into   funda- 
mentalists and  technicians.  A  funda-l 


Economics  professors  Peter  Asch  ( left  I  and  Richard  Quandt  check  morning  lines 
A  slightly  profitable  day  at  the  races. 
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mentalist  at  the  track  might  study  a 
horse's  bloodlines,  recent  times,  pre- 
vious racing  efforts,  its  jockey's  rec- 
ord and  the  like. 

But  the  authors  decry  fundamental 
analysis.  Not  that  they  fault  handi- 
capping in  theory.  It's  just  that  in 
practice,  given  the  takeout  and  the 
complexity  of  interpreting  the  infor- 
mation, the  task  is  too  difficult.  "If  a 
baseball  player  gets  a  hit  only  once  in 
every  three  times  at  bat,"  says 
Quandt,  "we  don't  call  him  incompe- 
tent— we  call  him  a  superstar  and  he 
takes  home  a  couple  of  million  dollars 
a  year.  However,  if  you  follow  a 
handicapper  who  'only'  picks  one  out 
of  three  winners,  you  will  almost  cer- 
tainly lose  money." 

The  professors  are  technicians,  for 
reasons  adduced  at  length  in  their 
book.  Along  the  way,  they  also  ex- 
plain how  economists  measure  risk, 
the  relationship  between  gambling 
and  insurance,  expected  value  and 
utility.  They  also  include  a  lot  of  basic 
information  on  betting  at  the  track, 
types  of  bets  available,  how  odds  are 


computed,  etc. 

But  what  about  their  system?  For 
all  the  research  and  analysis,  they 
have  no  surprises  for  railbirds.  You 
don't  have  to  be  an  economist,  for 
example,  to  realize  that  the  final  odds 
on  a  race  are  a  fairly  good  indicator  of 
which  horse  will  actually  win— the 
efficient  market  theory  at  work,  up  to 
a  point.  Like  many  a  punter,  the  au- 
thors pay  close  attention  to  the 
"smart  money" — bets  placed  just  be- 
fore a  race  goes  off.  This  flood  of  late 
money  often  drops  the  win  odds  on  a 
horse  markedly,  just  as  the  windows 
are  about  to  close. 

But  such  smart  money  doesn't  al- 
ways trickle  down  to  place  and  show 
betting  on  the  same  horse.  It's  in 
these  so-called  underbets  that  Asch 
and  Quandt  find  an  advantage. 

A  simplified  version  of  their  betting 
scheme  goes  like  this:  Check  the 
morning  line  for  horses  with  relative- 
ly low  odds  in  the  track  program.  As 
post  time  nears,  keep  your  eye  on  the 
tote  board,  which  records  all  bets. 
Note  the  horses  whose  low  odds  are 
falling  dramatically  relative  to  the 
morning  line.  Then  bet  those  horses 
to  place  and/or  show.  The  evidence 
suggests,  say  the  professors,  that  over 
the  long  run  this  strategy  will  be  at 
least  slightly  profitable. 

The  system  can  be  improved  sub- 
stantially by  limiting  bets  to  those 
horses  that  are  most  underbet  to  place 
or  show.  You  don't  need  to  buy  a 
master  code  book  from  Chico  Marx  to 
identify  those  beasts.  All  the  data  you 
need  are  there  on  the  tote  board.  It 
will  tell  you  how  much  money  is  bet 
on  each  borse  to  win,  place  and  show, 
plus  the  totals  in  each  pool.  When  the 
smart  money  starts  pouring  in,  bet  the 


horse  that  has  the  smallest  fraction  of 
the  place  or  show  pool  relative  to  the 
amount  wagered  in  the  win  pool.  (A 
calculator  can  come  in  handy  here.) 

How  well  does  the  professors'  sys- 
tem work?  With  a  pocket  full  of 
Forbes  cash,  this  reporter  corraled 
professors  Asch  and  Quandt  and  hus- 
tled off  to  Garden  State  Park  in  Cher- 
ry Hill,  N.J.  on  a  recent  Saturday.  We 
stayed  for  7  of  1 1  races. 

For  the  sake  of  comparison,  I  also 
tried  three  other  strategies — betting 
favorites  only,  long  shots  only,  and 
the  Daily  Racing  Form's  consensus 
picks.  On  a  $2-per-bet  basis,  backing 
just  favorites,  I  won  only  one  of  seven 
bets  on  the  afternoon  and  lost  $1 1.80. 
Not  a  single  longshot  came  in— a  $34 
loss.  The  Daily  Racing  Form  gave  me  7 
winners  out  of  21  recommendations 
(betting  win,  place  and  show  in  each 
of  seven  races)  but  I  still  lost  $6.70  out 
of  $42.00  wagered. 

I  had  the  best  luck  using  the  profes- 
sors' system,  winning  11  of  17  wagers 
made.  But  I  still  wound  up  with  a  net 
loss  of  $1.70  for  the  afternoon. 

Let  the  record  show,  however,  that 
professors  Quandt  and  Asch  came  out 
a  little  ahead  for  the  day.  But  they 
have  a  lot  more  experience  at  looking 
at  the  tote  board  and  picking  out  the 
biggest  underbets  after  the  smart 
money  starts  coming  in. 

Notes  Asch:  "We  don't  guarantee 
our  method  will  insure  that  you  win 
when  you  go  to  the  track.  The  game  is 
just  too  hard  to  do  that.  But  we  will 
give  you  a  good  shot  at  winning,  based 
on  tbe  scientific  evidence." 

Maybe  so,  but  my  wife  was  unim- 
pressed. She  says  she  does  better  pick- 
ing mounts  by  the  colors  of  the  jock- 
ey's silks. 


Nobody's  business  but  your 

The  landscape  is  crawling  with  pro- 
spective buyers  of  successful 
small  businesses.  But  if  you  are  look- 
ing to  sell  out,  it  can  be  awfully  easy 
to  undervalue  your  company.  Just  ask 
Bob  Wernick. 

About  four  years  ago,  the  47-year- 
old  Minnesotan  was  ready  to  sell  his 
Twin  Cities  office  furniture  and  car- 
pet contracting  business,  Pink  Supply 
Co.,  for  $3.3  million.  "We  were  at  our 
peak  with  strong  margins  and  a  ma- 
ture market  share,  but  had  no  patents 
or  copyrights  to  discourage  competi- 
tors from  coming  in,"  Wernick 
recalls. 

How  did  be  put  a  price  tag  on  the 
company?  "The  local  bank  made  a 
pre:ty  convincing  case  that  we 
weren't  worth  much  beyond  our  book 


own 

value,"  he  says.  The  bank  soon  found 
an  eager  buyer,  but  Wernick  thought 
he  could  do  better.  In  1986  he  read  an 
article  in  the  Harvard  Business  Review 
about  to  how  to  value  your  company, 
and  was  even  further  convinced.  So  he 
went  to  a  local,  small  business  broker 
called  Enterprise  Investments  for  an- 
other opinion.  About  five  months  lat- 
er, Wernick  sold  his  company  for  $6.5 
million  in  cash — substantially  above 
what  the  bank  had  suggested. 

About  16,000  companies  (most 
worth  under  $5  million)  are  expected 
to  change  hands  this  year.  That  com- 
pares with  last  year's  14,000  transac- 
tions, estimates  Arthur  Perrone,  pres- 
ident of  Geneva  Business  Services, 
the  country's  largest  small  business 
broker. 
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]o  those  who  are  constantly  seeking  new  challenges, 
rican  Express  offers  the  Gold  Card. 

Ith  of  worldwide  travel  and  financial 
priviUgt      .    7/  find  that  when  it  comes  to  meeting 
your  derru;  needs,  the  Gold  Card  can  be 

veryinsi  THE  GOLD  CARD 


i 


Gold  Card  Privileges  Include 


AR-END  SUMMARY  OF  CHARGES.  □  THE  ASSOCIATE  CLUB*  Private  club 
bersbip.  a  CAR  RENTAL  COLLISION  DAMAGE  INSURANCE!  D  CASH  ACCESS, 
nerican  Express®.ENVOY*  24-hour  personal  travel  service,  a  DUPLICATE  RECEIPTS 
monthly  statement.  □  24-HR.  CUSTOMER  SERVICE.  □  To  apply:  1-800 -648- AMEX. 

TOm  required.  tSome  limitations  and  exclusions  apply.  Underwritten  by  National  Union  Fire  Insurance  Company  of  Pittsburgh.  PA. 


What's  behind  the  increased  activi- 
ty? Scores  of  cash-rich  LBO  firms  and 
corporations  vying  for  small  and  mid- 
size private  companies.  Foreigners  are 
on  the  prowl,  lured  by  the  soft  dollar 
and  comparatively  low  U.S.  corporate 
tax  rates.  In  addition,  a  tax  loophole 
that  gives  a  partial  corporate  tax  break 
on  gains  from  asset  sales  valued  under 
$10  million  expires  at  year's  end. 

If  you're  in  the  market  to  sell  a 
small  business,  don't  make  the  mis- 
take Wernick  nearly  did.  Book  value 
and  market  value  are  often  very  differ- 
ent— especially  if  the  potential  buyer 
stands  to  gain  economies  of  scale  or 
other  synergies  through  the  purchase. 
The  eventual  buyer  of  Wernick's  busi- 
ness, for  example,  Jim  Hartzell,  had 
been  looking  to  diversify.  His  basic 
businesses  were  plastic  molding  and 
diecasting,  vulnerable  to  foreign  com- 
petition. Wernick's  company  fit  Hart- 
zell's  plans  to  a  tee,  and  so  he  was 
willing  to  pay  a  lot  more  than  book. 

How  can  you  snare  the  ideal  buyer? 
Depending  on  its  complexity,  if  your 
business  is  worth  more  than  $1  mil- 
lion, you  should  probably  hire  an  out- 
side adviser.  Your  adviser  could  be  an 
attorney,  accountant,  business  broker 
or  even  a  regional  investment  bank- 
ing firm. 

If  you  already  have  a  prospective 
buyer  in  mind  or  just  don't  want  to  be 
bound  by  broker  exclusivity  con- 
tracts, at  least  get  a  professional  ap- 
praisal or  two. 

Here  are  some  things  the  experts 
urge  you  to  keep  in  mind  in  pricing 
your  business. 

Your  company's  market  value  rests 
on  its  ability  to  generate  cash.  Yet 
private  businesses  usually  suppress 
profits  to  lower  taxes.  As  a  result, 
you'll  need  to  recast  past  financial 
statements  to  provide  a  basis  for  fore- 
casting realistic  profits  in  the  future 

Appraisers  typically  reach  back  five 
years  and  strip  out  any  expenses  or 
excess  assets  one  wouldn't  expect  to 
find  if  the  company  were  run  by  a 
non-owning  manager.  These  can 
ranjit-  trom  inflated  salaries  and  bloat- 
ed pi  is  to  vacation  homes 
andev  r  projects.  Similarly, 
they  will  re;  extraordinary 
gains  or  losses  i  i't  likely  to 
occur  during  the  norma]  course  of 
business.  These  could  include  gains 
on  the  sale  of  land  or  a  writedown  on  a 
discontinued  product  Lin 

Use  the  recast  financial  statements 
to  estimate  your  comp  iture 

cash  flow  and  earnings  potential. 
These  five-  to  ten-year  forecasts  show 
potential  suitors  how  much  cash  your 
company  is  capable  of  generating. 

Also  consider  how  investors  value 


Sieve  NiedorfcWheeler  Pictures 


Bob  Wernick  at  Twin  Cities  firm  he  sold 
Patience  netted  millions  more. 


similar  companies  in  your  business. 
Recent  sale  prices  of  similar  compa- 
nies are  one  obvious  guide.  And  some 
brokers  and  regional  M&A  firms  do 
track  such  data.  In  addition,  Value 
Line  or  Standard  &.  Poor's  guides  can 
also  give  you  a  rough  idea  of  how 
investors  value  public  companies  in 
your  industry. 

Once  you  have  arrived  at  a  ballpark 
figure,  you  then  have  to  factor  in  such 
things  as  your  company's  competitive 
position,  market  share,  consistency  of 


earnings  and  depth  of  management.  If 
you  are  your  company's  sole  manager 
and  plan  to  skip  out  once  you  sign  the 
sales  contract,  you  might  have  to  set- 
tie  for  a  lower  price  since  the  buyer 
will  be  assuming  greater  risk. 

How  much  will  a  broker  cost  you? 
Fees  vary  widely.  Some  insist  on  a 
sales  commission  and  a  monthly  re-t 
tainer  of  several  thousand  dollars; 
most  work  on  a  straight  contingency  \ 
basis— 5%  of  the  first  $1  million  in 
sale  price,  for  example,  4%  of  the  sec- 
ond million,  and  so  on.  Most  also  in- 
sist on  acting  as  your  exclusive  sales 
representive  for  6  to  12  months.  If 
you're  only  looking  for  a  straight  ap- 
praisal, expect  to  pay  $10,000  to 
$15,000. 

Directories  of  business  brokers  and 
other  intermediaries  are  available 
from  Venture  Economics,  P.O.  Box 
81348,  Wellesley  Hills,  Mass.  02181 
($100),  and  Tweed  Publishing  Co.,  49 
Main  St.,  Tiburon,  Calif.  94920 
($145).  The  directories  include  details 
on  fee  policies,  special  services  or 
areas  of  expertise,  length  of  experi- 
ence, and  selected  summaries  of  re- 
cent sales. — Michael  Fritz 


Loose  ends 

Blighty  bound?  Instead  of  flying 
round- trip,  why  not  take  the  Q/-J  over 
(or  back)?  You  can  take  your  spouse 
along  for  free.  The  Cunard  flagship  is 
making  26  Atlantic  crossings  be- 
tween April  and  December.  Simply 
book  a  single,  outside  stateroom — 
starting  at  $2,250 — and  you  will  get 
instead  an  outside  double,  plus  two 
tree  economy  air  tickets  for  flying  the 
other  way.  If  you  prefer  flying  the 
Concorde,  add  another  $925  to  $975 
per  person,  depending  on  which  direc- 
tion you  fly  and  your  date  of  depar- 
ture. Want  to  bring  someone  other 
than  your  spouse?  Cunard  says  it 
won't  ask  to  see  marriage  certificates. 

Speaking  of  cruises,  there  are  now 
some  50  cruise  lines  around  the  world 
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Piano  bar  aboard  the  QK2 

Your  spouse  can  travel  for  free. 

and  about  150  cruise  ships  to  choose, 
from — offering  accommodations  from 
regal  to  roughing  it.  On  Deck  will  tell 
you  a  lot  about  all  the  cruise  ships  at 
sea,  from  prices  and  dates  and  ports  of 
call  to  suggested  tipping  schedules  to 
sports  to  the  age  mix  of  passengers. 
Cost:  $14.95.  If  the  guide  isn't  at  your 
bookstore,  order  from  OHRG  Cruise 
Directory,  500  Plaza  Drive,  Secaucus, 
N.J.  07096.  Add  $2.50  for  postage  and 
handling,  as  well  as  appropriate  state 
sales  tax. 

Swim  with  the  Sharks  (William  Mor- 
row, $15.95)  has  nothing  to  do  with 
cruising,  and  not  a  lot  to  do  with 
managing  your  company.  This  tome 
by  Harvey  Mackay,  a  self-promoter 
who  runs  an  envelope  company  in 
Minneapolis,  is  notable  for  two  rea- 
sons. First,  it  has  44  recommenda- 
tions, from  as  disparate  a  group  as  has 
ever  adorned  a  book  cover,  including 
Ted  Koppel,  Gloria  Steinem,  Gerald 
Ford,  Al  McGuire,  Robert  Redford, 
Norman  Vincent  Peale,  Abigail  Van 
Buren,  Eddie  Albert,  Walter  Mondale, 
Billy  Graham,  Peter  Ueberroth,  Mario 
Cuomo  and  Charles  Schwab.  Second, 
its  observations  and  advice  on  every- 
thing from  salesmanship  to  hiring 
hatchet  men  may  not  be  original  or 
insightful,  but  they're  short.— W.B.F. 
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Sotheby's  Art  Market  Trends 

Index  sectors 

Feb 
1988 

One 

month 

ago 

One 

year 
ago 

Two 

years 

ago 

Five 

years 

ago 

One 

month 

%  change 

One 

year 

%  change 

Two 

year 

%  change 

Five 

years 

% 
change 

average 

annual 

%  change 

Old  Master  paintings 

373 

373 

329 

290 

210 

nil 

+  13.4 

+  28.6 

+  77.6 

+  12.2 

19th-century 
European  paintings 

333 

323 

279 

249 

184 

+3.1 

+  19.4 

+  33.7 

+  81.0 

+  12.6 

Impressionist  &  Post- 
impressionist  art 

723 

723 

490 

380 

267 

nil 

+  47.6 

+  90.3 

+  170.8 

+  22.0 

Modern  paintings 
(1900-1950) 

757 

757 

512 

364 

245 

nil 

+  47.9 

+  108.0 

+  209.0 

+  25.3 

Contemporary  art 
(1945  onward) 

609 

609 

551 

497 

342 

nil 

+  10.5 

+  22.5 

+  78.1 

+  12.2 

American  paintings 
(1800-pre-WWII) 

871 

871 

698 

667 

450 

nil 

+  24.8 

+30.6 

+  93.6 

+  14.1 

Continental  ceramics 

407 

331 

290 

284 

266 

+  23.0 

+  40.3 

+  43.3 

+  53.0 

+   8.9 

Chinese  ceramics 

581 

581 

526 

486 

440 

nil 

+  10.5 

+  19.5 

+  32.0 

+   5.7 

English  silver 

388 

381 

343 

314 

209 

+  1.8 

+  13.1 

+  23.6 

+  85.6 

+  13.2 

Continental  silver 

220 

220 

201 

181 

139 

nil 

+   9.5 

+  21.5 

+  58.3 

+   9.6 

American  furniture 

469 

469 

451 

333 

239 

nil 

+   4.0 

+  40.8 

+  96.2 

+  14.4 

French  &  Continental 
furniture 

319 

319 

299 

273 

234 

nil 

+   6.7 

+  16.8 

+  36.3 

+   6.4 

English  furniture 

657 

657 

523 

419 

267 

nil 

+  25.6 

+  56.8 

+  146.1 

+  19.7 

Aggregate  index* 

517 

514 

409 

344 

256 

+  0.6 

+  26.4 

+  50.3 

+  102.0 

+  15.1 

Basis:  1975  =  100  ($).                                                                                                                                                                                           ©Sotheby's  1988 
'Contemporary  an  was  added  to  the  Art  Index  in  September  1987.  The  aggregate  index  excludes  this  category  prior  to  that  date. 

Sotheby's  Art  Market  Trends  reflect  subjective  analyses  and  opinions  of  Sotheby's  an  experts,  based  on  auction  sales  and  other  information  deemed  relevant. 
Nothing  in  Sotheby's  An  Market  Trends  is  intended  as  investment  advice  or  as  a  prediction  or  guarantee  of  future  performance  or  otherwise. 

Monthly  highlights                                                              Index  highlights 

The  recent  jewelry  auction  in  St.  Moritz  attracted    New  York  sales  of  19th-century  paintings  saw  collec- 
much  interest;  jewelry  sales  are  considered  a  barome-    tors  willing  to  pay  high  prices  for  high-quality  works, 
ter  of  art  market  sentiment.   The  three-day  event    Demand  was  healthy  for  Danish  and  Oriental  works, 
brought  a  total  of  $20  million,  a  record  for  a  sale  in  this    while  Japanese  buyers  competed  strongly  for  Barbizon 
location.  The  star  lot  was  the  Ashoka  diamond,  a    paintings  and  also  for  works  by  Turner.  A  notable 
41.37-carat  D-flawless,  oblong  cushion-shaped  stone,    feature  was  the  sharp  increase  in  interest  for  Spanish 
Made  into  a  ring  by  jeweler  Harry  Winston,  the  dia-    and  Italian  works,  with  German  genre  and  landscape 
mond  sold  for  $3.5  million.  A  62-carat  sapphire  set  an    paintings  also  faring  well, 
auction  record  for  a  colored  stone,  at  $2.56  million.            In  London,  sales  of  English  silver — a  sector  dominat- 

Monaco  was  the  other  major  European  center  of    ed  by  trade  interest — continued  to  produce  buoyant 
activity  last  month,  and  re-                             WF\     !■■     *^^»            results.  The  star  attractions  were 
suits  there  were  inconsis-     <_                    ^                 W            ^     0Wgl    -    two  George  II  ambassadorial 
tent.  Sales  of  Old  Master    \  ^ - .                "*       ^^m                 *  am,  i    wine  coolers'  made  ^  1727 
and  19th-century  European       »■      1  ft     [  <           >          '               /  M  ml  as  Part  of  a  service  for  the 
paintings,  drawings,  French  *^     1  "     >  V '/»-*«-'     /  >■*»»-.        1  MMi  fourth    Earl    of    Chesterfield, 
furniture,   works  of  art  and    y^L.  1       ^.J                  -A\^    '    /  ^T7  Amon8 the  most  imPortant  En- 
modern  illustrated  books  net-    ^M  fe  \       m  A      <^^i  ^m*    1 Mf  /    gllsh  Sllver  eVer  brou8ht  t0  auc" 
ted  over  $7.6  million.  But  only     ^^  \  **^%*         ^?          *&  IE/  tlon'    the    coolers   fetched   over 
an  average  of  76%  (by  value)  of    N|*|\  ^£*%             mr^l*^     $831,000— well  above  the  presale 
the  works  were  sold.  By  contrast,  ^lk\  v  -             <J=^  -2'JtfijS    estimate  of  $540,000. 
in  Rome  a  $2.5  million  sale  of  Con-  ^™  VM*        *^f  "*'  ^JU      Continental  ceramics  in  the  latest 
tinental  furniture,  works  of  art  and  \  \QBBMB    MwfJr  sales  in  London  were  strong.  Among  the 
pain  tings  virtually  doubled  expectations,     .^   ^SbA  *»*      m0St   interestin§   lots'    a    l3/*"inch   Vin- 
with  over  90%  sold.                                            ^^■kmh^^"^""      cennes  tea  bowl,  dated  1749  with  a  color 

Thirty-four  paintings  by  Noel                       ***-■                                  ^jafs        reference    code,    realized 
Coward,    the    songwriter    and        A  documented  signed  and  dated  Vin-         m>0m-™™£M^^anesti- 
dramatist,  in  London  realized        cennes  tea  bowli  1749i  soid  by,  Sotheby's        ma*e  °*  $27,000.  The  star  lot,  a 
over    $1.3    million,    compared         London  for  $15,000.  Shown  here  approx-         mid- 18th-century    76-piece 
with  the  high  presale  estimate         imatelv  full                                                     Meissen  part  dinner  and  dessert 

nf  TiOflfl  flfin                                                                                                                                                                      nervirp    fptrhpA  <R07  dOfl 
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Now  when  you  leu 
can  deal  diiectb 

Recently  we,  the  employees  of  Avis,  Inc.,  bought  the  company 

Sure,  that's  good  news  for  us.  But  it's  even  better  news  for  you. 

Because  we  know  our  success  depends  on  your  satisfaction.  And  we  inte 
to  be  very  successful. 

We'll  do  it  by  giving  you  low  SuperValue  Rates  for  business  and 
leisure,  and  fast  services  like  Roving  Rapid  Return.  It's  the  new  Avis 
Carside  Computer™  that  speeds  you  on  your  way  with  a  printed 
receipt  in  just  seconds.* 
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Avis  features  G 
Pontiac  Grand 


©1988  Wizard  Co.,  Inc. 
♦At  select  U.S.  locations  d 

tor  charge  card  customers  \ 

require  modification  of  t 
•Employees  at  all  corporate  local 


trying  harder  than  e 


om  A/is  Incyou 
vith  the  owners 

So  the  next  time  you  need  a  car,  stop  by  any  Avis  corporate  rent  a  car  location 
ihake  hands  with  a  new  owner. 

For  information  or  reservations,  call  1-800-331-1212.  Or  call  your  travel  consultant, 
e  the  beginning  of  a  great  friendship. 

Come  meet  the  new  owners  of  Avis,  Inc.,  at  corporate  locations. 
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Careers 


The 


more 


Christie 
than 


In  the  course  of  losing  her  job,  Lynne 
Lumsden  found  a  husband  and  bought  a 
company.  That  was  the  easy  part. 

The  newlyweds' 
game 


By  Fleming  Meeks 


In  1973  Lynne  Lumsden  was 
working  as  an  editor  for  a  text- 
book publisher  that  was  gobbled 
up  by  Prentice-Hall,  Inc.  She  survived 
and  in  1981  was  named  editorial  di- 
rector of  the  publisher's  General  Pub- 
lishing division.  Just  33  at  the  time, 
Lumsden  was  a  competent  young  ca- 
reer woman  on  the  rise. 

And  then  in  1984  Lumsden's  world, 
like  the  worlds  of  many  ascending 
business  people,  abruptly  changed.  Si- 
mon &  Schuster,  the  $1.1  billion 
(sales)  publishing  arm  of  Gulf  &  West- 
em,  went  after  and  ultimately  won 
Prentice-Hall.  Lumsden  was  asked  to 
stick  around  for  a  brief  transition  peri- 
od, after  which  her  services  would  no 
longer  be  needed. 

Jon  Harden,  then  40,  was  Simon  & 
Schuster's  vice  president  of  corporate 
development  and  strategic  planning. 
An  ambitious  Wharton  M.B.A.  who 
had  worked  on  acquisitions  for 
McGraw-Hill,  Harden  |oined  Simon 
&  Schuster  in  November  1984.  He 
had  assisted  in  the  execution  of  the 
unsolicited  Prentice-Hall  offer.  To 
Harden  fell  some  of  the  details  of 
merging  Prentice-Hall  into  Simon  & 
Schir  aeant    sometimes 

working  closely  .vith  Prentice-Hall's 
soon-to-depart  General  Publishing 
editorial  director,  Lynne  Lumsden. 

Then  the  unexpected  happened.  As 
Harden  worked  alongside  Lumsden, 
knowing    hat  tiv.  ;.    with  the 

company  irer,  h    \  II 

in  love  wirJ 
The  two  hid  then  good 
the  higher-ups  at  Simor 

About  this  time,  the  news 
erable  publisher  Dodd,  Mead  wa 
sale    reached    Harden.    Fount 


Christie's    mysteries, 
rights    alone    bring    in 
$300,000  a  year. 

Simon  &  Schuster  Chief  Executive 
Richard  Snyder  recalls  looking  at 
Dodd,  Mead.  But  he  turned  it  down. 
So  Harden  and  Lumsden  decided  to 
make  a  run  at  it  themselves.  By  the 
fall  of  1985  Harden  had  convinced 
Nelson's  chief  executive,  Sam  Moore, 
to  take  him  and  Lumsden  seriously, 
despite  the  fact  that  the  couple  could 
bring  very  little  cash  to  the  deal 

There  was  a  sticking  point.  Still 
smarting  from  losing  her  Prentice- 
Hall  job  in  the  takeover,  Lumsden 
wanted  control  of  Dodd,  Mead,  some- 
thing the  financial  backers  they  ap- 
proached refused  to  grant.  "A  lot  of 
venture  capitalists  wouldn't  even  talk 
to  us,"  recalls  Lumsden. 

But   merchant   banker  Jerome   H 
Grossman,  chief  executive  of  the  Ac- 


Dodd,  Meads  Lynne  Lumsden  with  portrait  of  her  late  father,  Arthur  Lumsden 
"A  lot  of  venture  capitalists  wouldn't  talk  to  us." 


1839,  Dodd,  Mead  was  a  family- 
owned  business  until  1982,  when  the 
three  controlling  members  of  the 
Dodd  family,  all  of  whom  were  in 
their  70s  and  80s,  decided  to  sell  out. 
The  buyer,  Nashville-based  Bible  pub- 
lisher Thomas  Nelson  Inc.,  quickly 
found  the  vagaries  of  trade  publishing 
in  New  York  uncomfortably  different 
from  the  Bible  business  back  home. 
So  Nelson  put  Dodd,  Mead  back  on 
the  market. 
Among  Dodd,  Mead's  assets  were  a 
fic  backlist  of  children's  books 
"       ind  the  rights  to  all  80  of  Agatha 
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quest  Capital  Corp.,  was  willing  to 
give  Lumsden  and  Harden  control — 
contingent  on  their  clearing  a  series  of 
financial  hurdles  over  a  three-year  pe- 
riod. The  couple  promised  Grossman 
they  would  significantly  increase 
Dodd,  Mead's  sales  ($6.9  million  in 
1985)  and  double  operating  income 
($800,000)  in  three  years.  "I  thought 
that  their  projections  were  optimis- 
tic," says  Grossman,  "and  I  thought  if 
they  could  achieve  those  projections, 
they  would  be  entitled  to  what  they 
wanted  in  equity." 
But  Grossman  was  no  innocent  in 
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such  affairs.  He  wrote  into  the  agree- 
ment that  if  Lumsden  and  Harden 
didn't  meet  their  targets,  they  would 
have  to  give  back  a  substantial  por- 
tion of  their  stock. 

When  the  dust  finally  settled,  on 
May  1,  1986,  Harden  and  Lumsden 
had  bought  a  52%  interest  in  one  of 
the  oldest  publishing  companies  in 
America.  The  total  price  came  to  $4.7 
million — book  value.  Grossman 
raised  $2.35  million  in  a  private  place- 
ment. Of  that,  Harden  and  Lumsden 
chipped  in  some  $400,000.  The  bal- 
ance was  borrowed. 

A  few  months  before,  with  the  pos- 
sibility of  a  deal  growing  closer,  Hard- 
en proposed,  in  a  manner  of  speaking. 
"If  we  pull  this  thing  off,"  he  told 
Lumsden,  "we  should  probably  get 
married." 

"Originally,  the  wedding  date  was 
supposed  to  be  Apr.  5,"  says  Lumsden. 


their  honeymoon.  The  following  Sat- 
urday, they  flew  down  to  Bermuda  for 
their  honeymoon.  A  week  later,  they 
had  enough  time  to  repack  their  lug- 
gage and  fly  to  New  Orleans,  for  the 
annual  convention  of  the  American 
Booksellers  Association. 

When  they  returned  home,  the  hon- 
eymoon was,  so  to  speak,  over.  To 
increase  revenues,  the  couple  (he  as 
chief  executive,  she  as  executive  vice 
president  and  publisher)  were  com- 
pelled nearly  to  double  production — 
from  125  to  over  200  new  titles  in  the 
first  year — without  significantly  in- 
creasing the  staff.  Lumsden  sharpened 
Dodd,  Mead's  focus  on  "category  pub- 
lishing"— publishing  books  that  fit 
comfortably  into  such  bookstore  cate- 
gories as  business,  self-help,  parenting 
and  biography.  The  plan  was  to  pub- 
lish perennial  titles  that  could  make 
money  on  modest  first-year  sales  of 


Merchant  banker  and  Dodd,  Mead  Gxiirman  Jerry  Grossman 
Were  Lumsden  and  Hardens  projections  too  optimistic? 

ph(Hos  by  Geoffrey  Biddle  Archive 


But  snags  appeared  and  the  date  was 
put  off.  Finally,  Lumsden  and  Harden 
were  married  May  3,  1986,  in  Hart- 
ford, less  than  48  hours  after  buying 
Dodd,  Mead.  "And  I  can't  tell  you," 
laughs  Lumsden,  "what  kind  of  chaos 
it  is  trying  to  pick  out  a  dress  and 
order  the  flowers  and  hire  the  car  and 
deal  with  the  investment  bankers,  all 
at  the  same  minute." 

The  Monday  morning  following  the 
wedding,  the  newlyweds  were  back  in 
New  York  for  Dodd,  Mead's  two-day 
sales  conference.  During  a  coffee 
break,  they  bought  the  luggage  for 


5,000  copies  or  so,  and  to  hold  down 
upfront  costs  like  author  advances 
and  marketing  campaigns, 

Insofar  as  they  stuck  with  it,  the 
newlyweds'  strategy  worked.  Catego- 
ry titles  like  Tioe  Achievement  Factors, 
Creative  Parenting  and  Recording  Your 
Family  History  all  turned  profits  in 
their  first  season  and  are  expected  to 
continue  selling  for  several  years. 
When  their  first  fiscal  year  ended  on 
Mar.  31,  1987,  Harden  and  Lumsden 
had  increased  sales  from  $6.9  million 
to  $7.4  million  and  operating  income 
from  around  $800,000  to  $890,000. 


But  they  still  had  a  long  way  to  go. 
Even  before  the  first  year  ended,  it  had 
become  apparent  that  their  strategy, 
while  profitable,  would  not  enable 
them  to  meet  their  promises  to  Gross- 
man and  hold  on  to  their  control 
block.  So  Harden  and  Lumsden  at- 
tempted to  supplement  their  list  with 
more  ambitious  titles.  A  new  element 
of  risk  was  introduced  into  the 
newlyweds'  game. 

Jerry  Grossman  claims  that  he  as 
well  as  other  board  members  objected 
heavily  to  the  change  in  strategy.  But 
Dodd,  Mead's  seven-member  board 
was  chaired  by  Lumsden's  late  father, 
Arthur  Lumsden  (he  was  formerly 
head  of  the  Greater  Hartford  Chamber 
of  Commerce),  and  included  her  un- 
cle. Both  supported  the  couple's 
moves.  Recalls  Grossman:  "We  were 
unsuccessful  in  persuading  Jon  and 
Lynne  that  they  were  being  foolish 
and  were  putting  the  company  in 
jeopardy  and  would  never  achieve 
their  sales  projections." 

The  new  books  Lumsden  and  Hard- 
en commissioned  are  selling  decently 
but  are  a  drain  on  profits.  As  a  result, 
the  couple  are  drifting  far  from  their 
sales  and  profits  projections  for  1988. 
Asked  about  the  state  of  the  compa- 
ny's finances,  Grossman  snapped: 
"Willie  Sutton  could  not  create  a  prof- 
it by  Mar.  31  [1988]."  Later  he  conced- 
ed the  company  would  show  marginal 
operating  profits. 

Earlier  this  year  the  couple  ceded 
control  of  Dodd,  Mead  to  the  investor 
group.  Under  the  terms  of  their  con- 
tract with  Grossman,  they  gave  back 
more  than  half  their  sweat  equity 
stake  in  the  company,  leaving  them 
with  some  23%.  Jon  Harden  gave  up 
his  duties  as  chief  executive,  though 
he  remains  on  the  board.  Grossman, 
whose  personal  stake  in  the  company 
is  about  15%,  is  now  chairman. 
Grossman  predicts  that  with  stronger 
financial  controls  and  with  Lynne 
Lumsden's  experienced  editorial  guid- 
ance, Dodd,  Mead  will  return  to 
steady  profitability. 

If  there  is  a  general  message  in  this 
story,  it  is  this:  Entrepreneurial  ca- 
reers are  often  not  as  glamorous  as 
they  appear  to  be.  Beyond  desire  and 
long  hours,  a  certain  talent  is  re- 
quired. Too  often  an  ability  to  pull  off 
a  deal  is  wrongly  equated  with  an 
ability  to  run  a  profitable  company. 

But  perhaps  the  final  curtain  has  yet 
to  fall  on  the  Lumsden-Harden  affair. 
Harden  is  now  out  on  his  own,  "doing 
deals,"  as  he  puts  it.  He  adds:  "I  think 
you  should  hold  your  story  for  six 
months,  and  see  how  it  all  comes 
out."  A  new  newlyweds'  game  may  be 
in  store.  ■ 
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\  Y  /hen  you  have 
V  Va  guide  that 
really  knows  the  ter- 
ritory, the  search  for 
new  industrial  sites  is    ______ 

far  less  harrowing.  Norfolk  Southern, 
The  Thoroughbred  of  Transportation, 
has  thorough  knowledge  of  potential 
sites  in  the  areas  it  serves.  Its  industrial 
development  experts  have  an  enviable 
record  of  matching  available  resources 
with  your  needs — from  access  to  high- 
way systems  or  navigable  waterways  to 
special  utility  services.  They'll  find  areas 
where  the  work  force  is  especially 
receptive  to  your  business.  They'll  do  it 


I  efficiently.  In 

|  confidence. 

Once  your  site  is 

|  selected,  you'll  have 

'  access  to  Norfolk 
Southern's  far-reaching  rail  system 
and  all  the  benefits  of  Thoroughbred 
Service.  That  means  excellent 
equipment  and  a  quick  response  to 
your  needs. 

For  more  information,  and  a  copy  of 
our  Capabilities  brochure,  call  John 
Anderson,  Norfolk  Southern's  Assistant 
Vice  President,  Industrial  Development, 
at  (404)  529-1591.  With  the  pathfinder, 
exploring  new  terrain  is  easy. 


NORFOLK 
SOUTHERN 
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Faces 

Behind  the  Figures 


Edited  by  Jerry  Flint 


Guardian  of  the  long  term 


Nothing  should  please  an  econo- 
mist more  than  having  the  ex- 
pected actually  happen.  This  may  be 
why  Marina  v.N.  Whitman,  vice  pres- 
ident and  group  executive  of  General 
Motors  Corp.  and  one  of  the  nation's 
better-known  economists,  is  smiling 
nowadays.  After  Wall  Street's  Oct.  19 
debacle,  some  believed  that  a  serious 
recession  was  around  the  comer.  Not 
Whitman. 

"After  Oct.  19  we  expected  a  slow- 
down of  economic  growth,  but  we  did 
not  quite  expect  it  to  go  into  the 
tank,"  says  Whitman.  "Still,  we  were 
worried  that  the  indirect  psychologi- 
cal impact  could  send  the  country 
into  a  recession." 

But  the  expected  happened:  The  ex- 
pected decline  in  consumer  spending 
was  balanced  by  the  expected  increase 
in  real  net  exports  and  stable  invest- 
ment spending.  This  turned  into  good 


news  for  Detroit:  Buyers  jumped  at 
the  rebates  and  discounts,  sales  ran  a 
little  better  than  expected,  and  pro- 
duction schedules  are  increasing. 

Whitman  was  an  academic  star  be- 
fore joining  GM  in  1979  as  chief  econ- 
omist. Her  big  call  came  20  years  ago, 
predicting  that  we  were  competing 
permanently  in  a  global  environment. 
Did  she  become  an  economist  to  com- 
pete with  her  father,  John  von  Neu- 
mann (that's  the  v.N.  in  her  name), 
the  noted  mathematician  and  devel- 
oper of  digital  computers? 

"No  kid  in  his  right  mind  would 
compete  with  my  father,"  she 
laughed.  "Should  I  have  realized  how 
much  mathematics  was  in  econom- 
ics, I  wouldn't  have  done  it.  I  actually 
started  out  to  be  a  journalist.  I  saw 
myself  writing  thoughtful  pieces  for 
the  New  York  Times  Magazine."  Then 
an  economics  professor  suggested  she 


Marina  v.N.  Whitman.  (».  nertu  ;  vice  president 

"Windows  in.  windows  out." 


I  tank  i  <>\ 


go  for  a  Ph.D.  "And  I  never  looke 
back." 

Today  Whitman  oversees  four  staJ 
functions:  public  relations,  econorr 
ics,  environmental  activities  and  in 
dustry-government  relations.  "Win 
dows  in,  windows  out,"  she  calls  it 
meaning  she  deals  with  how  th 
world  sees  General  Motors,  and  ho\ 
GM  sees  the  world. 

At  GM  one  of  her  key  functions  i 
ensuring  that  the  corporate  chiefs  un 
derstand  the  effects  of  economic  poli 
cy.  "Take  partial  and  general  equilib 
rium  analysis."  After  a  pause,  she  ex 
plains:  "That's  immediate  versu 
ultimate  effects,  such  as  the  immedi 
ate  effect  of  easy  monetary  policy  an< 
the  ultimate  effect."  An  easier  polic; 
boosts  car  sales,  and  that  looks  goo< 
to  executives  at  headquarters. 

Whitman  figures  the  house  econo 
mist  must  make  the  highest  rankinj 
executives  understand  the  damag 
that  could  come  later.  Says  Whitman 
"Somebody's  got  to  be  guardian  of  th 
long  term."— J.F. 
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My  kingdom  for  a  cheek 

Sooner  or  later,  it's  curtains  for  ev 
ery thing,  even  A  Chorus  Line 
Broadway's  longest-running  show 
ever.  That  means  trouble  for  the  pro 
ducer,  Joseph  Papp.  A  Chorus  Line 
which  once  brought  in  $6  million  an 
nually,  helped  subsidize  Papp's  New 
York  Shakespeare  Festival.  The  show 
now  in  its  14th  year  (over  5,250  per 
formances)  uptown,  was  down  t< 
$840,000  in  profits  last  year  and  wil 
barely  break  even  this  year. 

And  when  it  rains,  it  pours.  Serioui 
Money,  Papp's  British  import,  foldec 
1 2  days  after  it  opened  on  Broadway  in 
February.  Worse  was  Black  Monday, 
when  the  stock  market  laid  an  egg  in 
October.  "No  matter  how  conserva 
tive  you  were  on  Oct.  19,  you  got 
bammed,"  says  Papp. 

His  theatrical  company  has  been 
losing  money  for  three  or  four  years, 
but  the  losses  were  offset  by  invest- 
ment income  from  a  $24  million  en 
dowment.  He  would  have  had  a  $4 
million  loss  in  fiscal  1987  but  for  that 
help.  The  value  of  the  endowment — 
Papp  used  to  take  some  gains — had 
fallen  10.5%  by  the  end  of  January, 
with  about  a  quarter  of  the  amount 
invested  in  stocks  wiped  out  (Papp's 
advisers  have  been  Sanford  C.  Bern 
stein  and  Neuberger  &  Berman). 

Papp's  nonprofit  New  York  Shake 
speare  Festival,  which  won  28  Tony 
awards,  faces  a  deficit  of  $3  million  in 
the  current  fiscal  year,  even  after  he 
canceled  three  plays.  He  has  taken  a 
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Vincent  Van  Gogh 

died  penniless, 

;  floral  masterpiece 

i"  recently  sold  for 

cool  $53,900,000 

st  money  ever 

for  a  painting. 


For  advertisers, 
there  are  hundreds 
TVStbtia 
ands  of  radio  stations, 
jndreds  of  magazines 
jsands  of  newspapers. 
But  there's  only  one 
k  TODAY-The  Nation's 
No.  1  Newspaper. 
USA  TODAY  offers 
dvertisers  a  variety  of 
unique  ways  to  reach 
Dns  of  upscale  readers 
every  day! 


THE  NATION'S  NEWSPAPER 
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•  Powerful,  poster-like  full- 
color  pages! 

•  Four  fabulous  sections- 
News,  Money,  Sports,  Life! 

•  Bonus  Sections  highlighting 
topics  of  timely  interest! 

•  Daily  strip  ads! 

•  Advertising  adjacencies! 

•  Franchised  positions! 

•  Attractive  rates  and 
aggressive  discounts! 

•  Plus  a  world  of  other 
opportunities! 


the  newspaper  that's 
No.  1  of  a  kind, 
contact  Valerie  Salembier, 
Senior  V.P./  Advertising, 
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DATAPRO  PBX  USER  SATISFACTION  STUDY 


Overall  Satisfaction 

Most  Frequently  Recommended  System 

Training 

Documentation 

Attendant  Operations 
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System  Management 

User  Operation 

Hardware  Reliability 

Maintenance/Service 

Troubleshooting 

Systems  Performed  as  Expected 
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THE  FACTS  SPEAK  FOR  THEMSELVES 

The  Northern  Telecom  Meridian*  SL-1  was  rated 

Number  One  over  NEC,  AT&T  and  Rolm  in  Datapro's 

PBX  user  survey.  Nine  out  of  ten  Meridian  SL-1  owners 

said  they'd  recommend  it  to  another  business— the 

highest  satisfaction  of  any  of  these  systems.  No 

surprise,  considering  what  nearly  everyone  is  saying 

about  the  Meridian  SL-1 : 

"Overall  leader  Northern  Telecom  took  a  blue 
ribbon  in  [reliability,  service,  installation  and  support]." 
COMMUNICATIONS  CONSULTANT  MAGAZINE 

"One  fantastic  PBX— with  an  incredible  reputation 
for  logic,  reliability  and  constant  improvements." 
TELECONNECT  MAGAZINE 

"Editor's  Choice.  Connecting  a  PC  to  the 
Meridian  [SL-1]  is  a  real  pleasure."  PC  MAGAZINE 

Because  it's  made  by  Northern  Telecom,  the 

Meridian  SL-1  has  a  sure  future. The  one  you  own  today 

can  always  be  upgraded  with  the  latest  features,  so 

you're  ready  for  anything.  Ready  for  Integrated  Services 

Digital  Networks  (ISDN)  and  Meridian  Customer 

Defined  Networking.  Ready  to  grow  smoothly 

from  30  lines  to  thousands. 

All  the  facts  lead  to  one  conclusion:  the 

Meridian  SL-1  is  the  best  business  phone  system 

you  can  own.  Call  1-800-328-8800. 
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Enrico  Ferordli/DOT 


Joseph  Papp,  impresario 

The  "singular  sensation"  is  tired. 

$1  million  line  of  credit  from  Chemi- 
cal Bank.  Does  he  want  more  advice? 
"We've  had  good  advice,"  says  Papp. 
"We  just  need  people  to  raise  more 
money." — Kathleen  Healy 


Only  in  Portland 

They  ran  me  out  of  town  once," 
says  Bill  Naito.  It's  true;  they  did. 
"And  six  years  ago  they  made  me 
Portland's  First  Citizen,"  he  says, 
thinking  proudly  of  an  award  from  a 
local  real  estate  association. 

Naito's  family,  of  Japanese  descent, 
was  banished  by  federal  order  to  Utah 
from  Oregon  at  the  beginning  of 
World  War  II.  There  Naito  finished 
high  school  and  joined  the  Army,  re- 
turning to  Portland  after  the  war.  Why 
go  back?  "I  was  bom  here,  it's  my 
hometown,"  he  explains.  "And  after 
traveling  around  the  world  in  the  ser- 
vice, Portland  still  looked  the  best." 

Portland  itself  looks  better  today 
because  of  Bill  Naito.  He  says  he  was 
determined  to  succeed  in  real  estate 
because  under  the  old  alien  land  law 
his  father  could  not  own  land.  But 
instead  of  putting  up  suburban  malls 
and  houses,  Naito  made  his  mark  on 
Portland  by  refurbishing  old  down- 
town buildings.  His  first  try  in  the 
early  1960s,  an  old  hotel  converted 
into  a  store  selling  imported  goods, 
was  part  of  the  beginning  of  the  "Old- 
town"  rehabilitation  adjacent  to  Port- 
land's downtown.  In  the  mid-1970s 
he  bought  an  old  downtown  depart- 
ment store,  opened  the  floors  to  a 
central  atrium,  and  turned  it  into  the 
Galleria,  one  of  the  country's  first  ver- 
tical malls.  He  built  apartments  near 
the  railroad  tracks  and  then  helped 
convince  the  city  to  take  over  the  old 
train  station  and  restore  it  (now  under 
way)  as  a  tourist  attraction. 

His  biggest  rehab  is  Montgomery 


Faces 

Behind  the  Figures 


Park,  a  1 -million-square-foot  regional 
trade  center  at  the  edge  of  the  down- 
town area.  It  had  been  a  nine-story 
mail-order  warehouse  for  Montgom- 
ery Ward,  and  one  of  the  largest  build- 
ings in  Portland. 

Naito  bought  the  closed  warehouse, 
decorated  it  with  leftovers  from  the 
New  Orleans  World's  Fair  of  1984  and 
a  135-foot-tall  atrium.  Today  it  is  a 
Portland  showcase,  used  for  anything 
from  weddings  to  trade  shows. 

Naito  himself,  now  62,  lives  in 
Dunthorpe,  one  of  Portland's  older 
neighborhoods,  with  his  wife,  Micki. 
His  four  grown  children  work  in  the 
business,  which  Naito  runs  out  of  the 
old  White  Stag  building,  which  once 
headquartered  the  sportswear  maker. 
He  keeps  a  framed  copy  of  the  war- 
time relocation  order  hanging  on  a 
post  behind  his  desk.  Says  Naito:  "It 
could  only  happen  in  America,  and 
cnly  in  Portland."— Gary  Eisler 

Bill  Naito,  Port  kind,  Ore.  developer 
Downtown's  better  than  suburbia. 


Bonds  for  Bolsheviks 

When  the  Soviet  Union  floated  its 
first-time-ever  foreign  bond  issue 
in  January,  the  first  question  was 
why.  The  second  question  was  who 
got  the  underwriting  business.  "Gen- 
eral financing  purposes,"  says  the  So- 
viet prospectus  with  a  meaningless 
answer  to  Question  1.  "Yes,  you  can 
say  that  they  need  the  money  for  Af- 
ghanistan or  such  things.  You  can  al- 
ways attach  a  political  meaning," 
says  Holger  Bahl,  who  is  the  lead  an- 
swer to  Question  2. 


Zurich  banker  Holger  Ba/jl 
Red  toe  in  the  water. 

But  Bahl  figures  the  money  actual! 
meant  little  to  the  Russians;  it  was 
rather  a  test  of  their  ability  to  ente: 
Western  capital  markets  and  see  how 
far  a  little  glasnost  goes. 

Bahl  is  the  Zurich  banker  who  land 
ed  the  issue  for  Bank  fur  Kredit  und 
Aussenhandel  A.G.,  a  small  Swiss 
subsidiary  of  West  Germany's  West- 
deutsche  Landesbank.  BKA  heads  the 
syndicate  of  17  banks  floating  the  100 
million  Swiss  franc  ($70  million 
bonds.  The  offering  bears  a  low  5% 
coupon  with  a  ten-year  maturity  call 
able  after  five  years.  Despite  debt  rej 
payment  troubles  in  parts  of  the  East- 
ern bloc,  Moscow's  bonds  are  being 
snapped  up. 

Bahl,  who  doesn't  speak  Russian,  is 
a  West  German  who  came  to  Zurich 
1 7  years  ago,  married  his  Swiss  secre 
tary  and  stayed.  He  and  BKA  have 
long  been  active  in  making  pioneering 
loans  to  the  Eastern  bloc.  Early  last 
year  BKA  and  the  Soviets  comanaged 
the  National  Bank  of  Hungary's  first 
private  note  issue  in  the  Swiss  mar 
ket,  a  50  million  Swiss  franc  offering. 

Last  summer  Bahl  also  led  BKA's 
management  of  a  50  million  Swiss 
franc  syndicated  bank  loan  to  the  So 
viets.  At  the  same  time  he  began  lob- 
bying the  Soviets  to  make  their  first 
public  bond  offering  through  BKA. 

"The  first  prospectus  maybe  does 
not  have  all  things,"  he  says,  ac- 
knowledging criticism  that  the  Mos- 
cow borrowers  left  many  questions 
unanswered.  "But  when  they  make 
another  bond,  maybe  in  six  months  in 
deutsche  marks,  the  (Soviet]  bank 
will  be  able  to  publish  more  figures." 

After  hours,  Bahl,  who  always 
wanted  to  be  an  astronomer,  studies 
the  heavens.  "It  leaves  you  feeling 
there  is  something  other  than  busi- 
ness, money  and  politics — something 
higher,"  he  says. — Maggie  Jackson 
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)in  the  party,  get . . . 

he  Sayings  of 
hairman  Malcolm 


THE 
FURTHER 
SAYINGS 

HAIRMAN 
IALCOLM 


"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
fcents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 

it  they  said  about  the  first  printing. 

ist  read  your  book,  and  it  was  delicious.  I  ate  it." 
Ann  Landers,  Daily  News,  New  York 

w  have  we  done  so  well  for  so  long  without  it? 
i  little  book  is  witty,  wise,  serene,  sometimes 
er  and  at  other  times  tipsy;  but  always  great, 
ific,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

e  read  it  and  I  recommend  it  to  you  uncondi- 
lally.  It  is  a  terrific  book,  with  a  thousand  things 
.  you'll  want  to  repeat  and  memorize  . . ." 
Barry  Gray,  Radio  Station  WMCA,  New  York 

s  unlikely,  though  possible,  that  students  at  the 
arton  and  Harvard  Business  Schools  will  wander 
)ugh  the  quad  with  this  little  green  book  open, 
Tiorizing  Forbes  capitalistic  pearls.  On  the  other 
d  maybe  they  should." 

John  Weisman,  Los  Angeles  Times 


"Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

"A  dinner  of  fortune  cookies" 
— Newsday 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 


r 


(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  95<f  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


~l 


Name 


(please  print) 


Address 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 

Forbes 

60  Fifth  Avenue 

New  York,  NY  10011 
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FOLLOW  THE  LEADE 
INTO  THE  FUTURE 
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EVENING  NEWS 

EVENINl    NEWS  is  one  hour  of  live 
drama  I  to  today's  viewers  in  today's 

term-.  ..si  -.■  and  compelling. 

Waii  li  ill.  i  mi-  time  coverage 

delivered  coast  I 


\l  II  l\ll  S  I  ISTERN 

'      I    ,iM.     N.  »-   Ni-t  Hor 


fPM 
MONEYLINE 

For  even  business  decision  Irom  taxes  to 
Investments. .  .from  Btock  market  reports 
to  preparing  tor  your  children's  education. 
You  ,an"t  afford  to  miss  MONEYLINE 
\n ith  Lou  Dobbs  at  11. 

FOLLOW  THE  LEADER 
WEEKNIGHTSON 


THE  WORLD'S  MOST 
IMPORTANT  NETWORK 


:30  PM 
SPORTS  TONIGHT 

The  winners.  The  losers.  The  whole 
story.  Anchors  Nick  Charles  and  Fred 
Hickman  bring  you  up-to-the-minute 
scores  and  between-the-lines  insight  on 
this  award-winning  program.  Get  the  latest 
lowdown  on  SPORTS  TONIGHT. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


250- 


!000- 


Wilshire  5000  equity  index1 

The  total  price  of  all  stocks  (01 
which  daily  quotations  ate 
available,  weighted  by  market  value. 


A    / 




Dow  Jones 
industrial  average 

The  total  price  of  30 
blue-chip  industrial  stocks, 
adjusted  to  reflect  splits. 
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Midsize  companies  are  recovering  from  the  crash.  While 
the  blue-chip  Dow  has  received  most  of  the  attention 
since  the  October  collapse,  it  is  the  middle-tier  companies 
that  have  made  the  greatest  gains.  Bob  Waid  of  Los  Ange- 
les-based Wilshire  Associates  reports  that  from  the  begin- 
ning of  November  to  the  end  of  February,  firms  with 
market  capitalizations  between  $36  million  and  $700 
million  were  up  an  average  20.4%,  vs.  15.8%  for  stocks 
with  larger  capitalizations  and  8.2%  for  smaller  stocks. 


This  bias  away  from  larger  companies  held  over  the  last 
four  weeks  as  the  Dow  industrials  gained  only  2.6%,  the 
NYSE  3.2%,  the  Amex  6.9%  and  the  Nasdaq  6.3%.  (For 
more  on  midsize  companies,  see  p.  143.) 

Meanwhile,  corporate  America  continues  to  report 
strong  quarterly  earnings.  Although  the  Wilshire  index 
rose  1.6%  in  the  last  two  weeks,  the  latest  12-month 
price-to-earnings  multiple  on  the  Wilshire  fell  4.1%, 
to  16.2. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

3.6 

1.0 

2.6 

3.2 

6.9 

6.3 

in  last  52  weeks 

-10.0 

1.0 

-9.9 

-9.6 

-10.9 

-13.1 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.2 

10.7 

12.3 

2.0 

10.5 

4.5 

2.0 

11.3 

10.8 

4.6 

5.8 

12.9 

in  last  52  weeks 

-5.6 

12.3 

14.1 

2.8 

-7.2 

-9.4 

-4.8 

20.3 

14.8 

-0.4 

-2.4 

12.8 

'Wilshire  index  reflects  price  performance.  It  differs  slightly  from  ir  irkct  valiK  i)f  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Bascd  on  sales 
*A  stock's  sensitivity  to  overall  market  movement.  High-volatili  t>  issues  have  w  ide  price  fluctuations,  low-volatility  issues  arc  more  stable   'A  quantitative  evaluation  of  a  stock's 


sensitivity  to  overall  market  movement.  High 
growth  image,  determined  by  Wilshire  Associates 


Note:  All  data  for  periods  ending  3/1 1/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Foreign  investors  continue  to  capitalize  on  the  increased 
value  of  their  currencies  against  the  dollar.  One  reason  the 
consumer  durables  sector  rose  3.8%  over  the  past  two 
weeks  is  the  pending  $1.85  billion  offer  for  Firestone  from 
Italy's  Pirelli  Group  SpA.  Among  other  foreign  takeover 
attempts  this  year  are  Hoffmann-La  Roche's  play  for  Ster- 
ling Drug  (which  is  going  to  be  acquired  by  Eastman 


Kodak  instead)  and  the  Hachette  SA  play  for  educationa 
publisher  Grolier  Inc. 

Domestic  buying  pressure  has  been  moderated  by  i 
slight  runup  in  interest  rates.  Utilities,  for  example,  fel 
2.5%  over  the  last  two  weeks.  But  most  other  sectors  ar< 
doing  well.  Energy  and  capital  goods  were  up  3.7%  anc 
3.3%,  respectively,  over  the  past  two  weeks. 


/S/  Percent  change  in  last  52  weeks   0<2>   Percent  change  in  last  2  weeks 


Capital  goods 

+  50               >^ 

^+3.3^. 
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Consumer  durables 
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Consumer  nondurables  and  services 
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Energy 
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Finance 
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Raw  materials 
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Technology 
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What  the  Analysts  Think 


Raw  material  and  consumer  durables  companies  enjoyed      saw  declines.  Over  the  last  two  weeks  the  earnings  fore 
'  increases  in  average  1988  earnings  estimates.  The      cast  for  The  Forbes  Sales  500  fell  slightly.  This  group  is 
i  ven  sectors,  especially  finance  and  capital  goods,      now  selling  at  10.9  times  projected  1988  profits. 


Fort- 


Forbes  Sales  500 


Performance 

period 


Average 
per 
hare         P/E 


1        i  12  months 

1988  est 

1989  est 


i 


15.0 
10.9 
9.8 


Rank  based  on 
change  in  estimate 


Sector 


Raw  nun  rials 


Consumer  durables 


Energy 


Transportation 


Technology 


Consumer  nondurables 


Utilities 


Capital  goods 


Finance 


Estimated  1988 
EPS  P/E 


$2.92 


3.81 


2.96 


2.47 


2.83 


2.54 


3.04 


2.53 


3.55 


11.7 


13.4 


13.3 


12.3 


11.9 


13.1 


9.6 


14.9 


7.7 


%  change  in  1988  estimate   I 
in  2  weeks       in  4  weeks 


0.64% 


0.20 


-0.04 


-0.04 


-0.23 


-0.26 


-0.27 


-0.34 


-0.73 


1.40% 


0.61 


0.30 


1.39 


-0.50 


-0.39 


-0.36 


-0.09 


-1.72 


Bantings  protection      n 
Estimate  System 


■isus  estimates  from  ova  2,(XMI  security  analysts  Data  arc  compiled  and  upilaicd  continually  by  the  Institutional  Brokers 
Ni  n  Yoik  bated  brokerage  iimi 


Note    All  J.iia  I.m  pu„  ,1,     .  ',,  c  V,  "  \%  ,'•  liu<-  A    ...cans    S.ml.i  Monna.  i  alii     IMS   a  service  ol  Lvnch.  limes  N.  Rvan    New  York 
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How  to  weather  theIRS 

and  still  saw 
your  money 

for  a  rainy  day. 


It's  not  unnatural  to  want  to  save  what  you 
n.  And  SteinRoe  Tax-Free  Mutual  Funds  let 
j  do  just  that. 

Any  of  our  four  tax-free  funds  can  help 
Iter  you  from  a  good  soaking  by  the  IRS.* 
you  can  keep  more  of  what  you  earn.  For 
rement.  For  college.  Or  for  a  rainy  day. 

All  SteinRoe  funds  are  100%  no-load,  too. 
lich  also  lets  you  avoid  commissions.  So  all 
ir  money  goes  to  work  for  you. 

Of  course,  the  funds  vary  in  yield  and  risk, 
they  provide  a  regular  source  of  income 
I  could  be  an  attractive  alternative  to  today's 
ck  market. 

We'll  be  happy  to  explain  the  differences 
ween  the  funds.  So  you  can  decide  which  fund 
>r  combination  of  funds  —  is  right  for  you. 

For  more  information  about  the  four 
inRoe  Tax-Free  Mutual  Funds,  send  us  the 
lpon  or  give  us  a  call  at  1-800-338-2550, 
hours  a  day.  And  learn  how  you  can  weather 
IRS  and  still  save  your  money  for  a  rainy  day. 

>me  may  be  subject  to  slate  and  local  tax  and  federal  alternative  minimum  tax. 
■  and  share  price  will  fluctuate. 


Yes,  I'm  interested  in  not  getting  soaked  by  the  IRS. 

Please  send  me  more  information,  including  management 

fees  and  expenses,  on  SteinRoe  Tax-Exempt  Money  Rind, 

Managed  Municipals,  Intermediate  Municipals  and 

High- Yield  Municipals.  I  will  read  the  prospectus  carefully 

before  I  invest  or  send  money. 

Name 


Address 

City 

State 


Zip 
_)- 


Daytime  Phone  (_ 

SteinRoe  Mutual  Funds  •  EO.  Box  1143 
Chicago,  IL  60690  •  1-800-338-2550 

50588081 TEFR 

ill  SteinRoe 

MUTUAL.      FUNDS 

1-800-338-2550 
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The  Money  Men 


By  Matthew  Schif rin 


Deltec  got  into  Latin  American  debt  early 
and  got  out  early.  If  it  gets  back  into 
foreign  lending,  it  will  probably  be  just 
when  everyone  else  is  trying  to  get  out. 

Don't  stay  with 
the  crowd 


/'(iii'i/uui  cicuvno  i ititij))>ui(ii  h 
From  meatpacking  to  merchant  banking. 


Hiii  (  .imp 


T|  he  list  of  foreign  defaulters 
almost  exactly  the  same  tod 
as  it  was  in  the  late  1930s,"  sa> 
Clarence  Dauphinot  Jr.,  founder  ar 
chief  executive  of  Deltec  Panameric 
S.A.,  an  investment  company.  h 
adds:  "Only  back  then  the  debt  w; 
public,  and  today  the  banks  hold  it.' 

Some  investors  are  destined  to  r* 
peat  the  mistakes  of  the  past.  Dai! 
phinot,  who  at  74  has  a  Wall  Stret 
resume  going  back  50  years,  is  on 
who  probably  won't  repeat  them.  Ir 
deed,  he  is  one  of  the  few  long-stan 
ing  participants  in  the  Latin  Amer 
can  debt  market  who  can  be  philo 
sophical    about    today's    crisis.    H 
company,  at  one  time  one  of  Soutlr 
America's  biggest  investment  bank;] 
is  largely  responsible  for  introducin 
international  banks  to  the  Latin  cred 
tors  now  in  trouble.  Dauphinot,  hov 
ever,  was  fortunate  enough  to  get  o 
in  the  mid-Seventies. 

Now  a  closely  held  investment  an 
merchant  bank  run  from  Lyford  Ca 
in  the  Bahamas,  Deltec  distributes  it 
$70  million  in  net  assets  among  a 
international  collection  of  stocks,  dc 
faulted  bonds,  real  estate,  and  oil  an 
gas  companies.  It  is  currently  makin 
a  play  in  small  U.S.  savings  an 
loans — and  keeping  an  eye  on  th 
trading  opportunities  that  will  surfac 
as  defaulted  Latin  loans  become  pub 
hcly  traded  discount  issues. 

The  firm  doesn't  have  a  large  fol 
lowing.  About  100  investors  hold  it 
thinly  traded  shares,  which  shov 
$22,000  each  in  net  asset  value  an 
most  recently  traded  at  about  a  25°A 
discount.  Among  the  shareholder 
have  been  a  handful  of  big  names  ii 
investing,  including  the  late  Rober 
Kleberg  Jr.  of  King  Ranch  and  Freder 
ick  Klingenstein,  chairman  of  Werth 
eim  Schroder  &  Co.  John  Templeton 
who  works  across  the  street  fron 
Deltec's  modest  colonial  office,  ha 
put  some  of  his  own  money  in  one  o 
the  firm's  subsidiaries,  Deltec  Hold 
ings,  which  invests  in  Brazilian  rea 
estate.  The  investors  have  done  re 
spectably  but  not  spectacularly  well 
with  a  15%  average  annual  returr 
over  the  past  decade  (measured  b) 
net  asset  value),  against  the  S&I 
500's  15.7%. 

Dauphinot  got  his  start  in  the  in 
vestment  business  in  1935,  when  Kid 
der,  Peabody's  Albert  Gordon,  latei 
chairman  of  Kidder,  hired  him  out  o 
Princeton  as  a  runner  and  then  pro 
motcd  him  to  trader.  In  the  late  1930s 
Dauphinot  made  a  killing  for  Kiddei 
buying  up  the  heavily  discounted,  de 
faulted   bonds  of   Chile,   Brazil   and 


I  »H 


FORBES,  APRIL  4,  1988 


1  lungary  and  selling  them  back  to  the 
-iorrowers  when  they  refinanced.  He 
i  lso  actively   traded   telephone  and 
fitility    bonds    with    buddies    Salim 
Lewis  of  Bear,  Stearns  and  Gustave 
j  ,evy  of  Goldman,  Sachs. 
\   Dauphinot  expects  to  get  another 
I  rack  at  this  kind  of  trading — provid- 
id  the  banks  are  willing  to  take  the 
18%  to  96%  writedowns  necessary  to 
:iinload    their    bad    Latin    American 
■  oans  on  the  public.  He  sees  value  in 
I  ome  of  the  paper.  "I  think  that  Mexi- 
i  :o  is  doing  the  right  things,"  says 
I  Dauphinot.  "They  have  done  more 
han  any  other  Latin  American  nation 
o  handle  inflation.  They  have  been 
rery  constructive  about  investment 
rom  abroad.  Mexico  is  also  an  inter- 
ring play  on  oil  and  gas  over  the 
fiext  five  years." 

After  World  War  II  Kidder  sent  Dau- 
I  )hinot  to  Rio  de  Janeiro  to  drum  up  a 
}k>uth  American  capital  market.  Soon 
several  Wall  Streeters,  including  Gor- 
don, Lewis  and  Levy,  staked  Dau- 
Dhinot  to  $150,000  to  form  Deltec 
Panamerica  SA. 

Deltec  did  a  brisk  business  as  inter- 
mediary between  Latin  debtors  and 
:arge  U.S.  and  European  banks.  By  the 
;arly  1970s  Deltec  was  responsible  for 
participating     in     and     syndicating 
[around  $50  million  a  month  in  Latin 
land  Eastern  European  loans.  Some- 
times   by    going    door    to    door    in 
wealthy  South  American  neighbor- 
hoods, Deltec  raised  several  hundred 
million  dollars  in  equity  capital  for 
electric  utilities,  Brazil's  largest  de- 
partment store,  Kaiser  Steel's  Argen- 
tinean operations  and  an  auto  factory. 
Deltec  also  made  good  money  buying 
[up  distressed,  European-owned  South 
American  sugar  and  rail  companies, 
(restructuring  operations,  and  resell- 
ling  the  firms  to  domestic  investors. 

After  merging  a  Deltec  subsidiary 
m  1969  with  NYSE-hsted  IPL  Inc., 
!  Dauphinot  controlled  a  meat  and 
banking  empire  with  cattle  ranches 
;and  slaughterhouses  in  North  and 
South  America  and  Australia,  and  in- 
vestment branch  offices  that  spanned 
:  the  globe  from  Bogota  to  Hong  Kong. 
,  The  idea  was  to  sell  the  foreign  cattle 
i  and  real  estate  to  local  investors. 

But  Dauphinot  didn't  move  fast 
enough.  In  1970,  as  Deltec  was  about 
to  close  on  the  sale  of  its  Argentinean 
meat-packing  operations,  a  military 
junta  confiscated  the  property  as  well 
as  real  estate,  food  processing,  sugar 
producing  and  financial  assets,  SI 25 
million  worth  all  told.  Deltec  is  still 
hoping  for  a  restitution  settlement. 

The  government's  victims  weren't 
only  the  foreign  capitalists.  Argen- 
tina's long  history  of  economic  chaos 


has  turned  its  once  rich  and  promising 
agricultural  economy  stagnant  and 
crippled  it  with  debt.  The  expropria- 
tion brought  this  home  to  Dauphinot, 
but  not  to  the  commercial  banks  that 
followed  him  into  Latin  America. 

Not  long  after  Deltec's  Argentina 
troubles  surfaced,  so  did  a  squeeze  on 
its  Latin  lending.  During  the  1970s 
Deltec's  own  commercial  bank  cli- 
ents invaded  Latin  America  and  no 
longer  needed  Deltec's  intermediary 
services.  "The  spreads  became  much 
too  thin,  and  the  bankers  were  mak- 
ing huge  long-term  commitments," 
says  Dauphinot. 

By  1978  Deltec  had  completely 
pulled  out  of  Latin  lending  and  begun 
liquidating  the  public  entity  in  order 
to  refocus  its  business  on  merchant 
and  investment  banking.  The  closely 
held  parent,  Deltec  Panamerica,  in- 
vested some  of  its  $28  million  share  of 
the  liquidation  proceeds  in  special  sit- 
uations, such  as  securities  of  bank- 
rupt and  troubled  REITs. 

Deltec's  current  strategy  is  to  take 
sizable  positions  in  small  companies, 
not  enough  to  have  to  pay  a  premium 
in  a  tender  offer  but  "enough  so  that 


management  will  take  you  serious- 
ly," says  Arthur  Byrnes,  Deltec's  New 
York-based  head  of  U.S.  operations. 
Lately  Deltec  has  been  eyeing  oil  and 
gas  companies,  the  bankruptcy  bonds 
of  LTV  and  Public  Service  Co.  of  New 
Hampshire,  and  savings  and  loans  in 
the  U.S.  "We  believe  there  are  too 
many  independent  thrifts  in  the 
U.S.,"  says  Byrnes.  "There  are  tre- 
mendous economies  of  scale  to  be 
gained  through  mergers."  One  of  its 
selections:  Home  Federal  Savings  &. 
Loan  of  San  Francisco,  selling  at  90% 
of  book  value  and  4.6  times  earnings. 
Deltec  has  24%  of  Fort  Collins,  Colo.- 
based  Home  Federal  S&X  of  the  Rock- 
ies, which  lost  $645,000  in  1986  but 
earned  $1.6  million  last  year  after 
Deltec  installed  a  new  president.  Del- 
tec has  since  received  two  buyout  of- 
fers for  its  stake. 

This  is  global  investing  the  way  it 
should  be  practiced.  You  don't  buy 
foreign  stocks  just  because  they  were 
up  a  lot  last  year,  and  you  don't  over- 
stay. Says  Dauphinot,  "If  everyone 
else  and  his  brother  is  investing  where 
we  are,  we  usually  go  into  something 
else."  ■ 


The  Funds 


Do  high-yield  muni  funds  outperform  saf- 
er muni  funds?  Not  with  any  consistency. 
You  may  be  taking  considerably  more  risk 
for  only  slightly  better  return. 

High  road 
or  low  road? 


By  Ruth  Simon 


IOOKING  FOR  A  FUND  With  lots  of 
tax-free  income?  You  might  be 
I  enticed  by  high-yield  munici- 
pal bond  funds,  which  invest  in 
"junk"  municipals — tax-exempt  is- 
sues that  are  unrated  or  rated  lower 
than  BBB  by  Standard  &  Poor's  or  Baa 
by  Moody's. 

High  risk,  high  reward,  or  so  goes 
the  thinking.  The  problem  is  that 
plenty  of  investors  have  jumped  into 


these  funds,  which  tout  yields  50  to 
100  basis  points  higher  than  those  of 
general  muni  bond  funds.  There  are 
now  26  high-yield  muni  funds,  with 
$12.4  billion  in  assets,  up  from  11 
funds  in  1984.  And  with  more  funds 
chasing  after  a  smaller  supply  of  junk 
munis,  says  Smith  Barney  municipal 
bond  analyst  Barnet  Sherman,  "there 
simply  is  not  enough  good-quality, 
high-yield  paper  around." 

The  average  high-yield  muni  fund 
delivered  a  total  return  of  0.7%  over 
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WI  COULDN'T  BELIEVE 
THIS  MCI  GUYCAL 
ME  UP  TO  ACTUAL 
LOWER  M*  BILL?> 
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municat  ions  Corporation.  1988. 


A  better  long  distance  service  can  help  you  run  a  better,  n 
jfective  business.  * 

So  we  make  sure  you  get  the  right  long  distance  service  to    ^H^ 

pginwith. 

And  we  make  sure  it  stays  that  way.  ' 

We  can  analyze  your  usage.  Show  you  new  ways  to  make  your 
ng  distance  more  efficient.  And,  as  your  needs  change,  we'll 
dange  with  you.  Whether  you  need  to  consolidate  all  your  long 
istance  on  one  advanced  digital  service  or  tie  all  the  long  distance 
r  all  your  locations  into  one  package. 

We'll  stay  on  top  of  your  long  distance.  So  you  can  stay  on  top 
>ur  business. 


1      si* 

ipany  can  be. 


t.  .us  shd 


• 


before  ap- 
an    effort 


the  12  months  through 
January,  according  to 
Lipper  Analytical  Ser- 
vices, against  0.6%  for 
general  muni  funds. 
This  was  in  a  period  of 
rising  interest  rates — 
hence,  falling  bond 
prices — which  hurt 

quality  bonds  more  than 
junk.  In  short,  it  is  not  at 
all  clear  that  the  en- 
hanced return  adequate- 
ly compensates  for  the 
enhanced  credit  risk. 

But  if  you  must  buy 
high-yield  munis,  you're 
probably  better  off  buy- 
ing them  through  a  fund 
than  on  your  own.  Tell- 
ing the  good  deals  from 
the  rotten  ones  isn't 
easy.  "It's  essential  to  do 
your  homework,"  says 
Peter  Gordon,  director  of 
T.  Rowe  Price's  munici- 
pal bond  division.  Gor- 
don's staff  of  credit  ana- 
lysts conducts  site  visits 
proving  unrated  issues, 
beyond  the  reach  of  most  investors. 

Diversification  is  in  order.  "If 
you've  got  $2  billion  in  your  portfolio 
and  a  $2  million  issue  defaults,  it's 
the  equivalent  of  a  Mercedes  going 
over  a  pebble,"  explains  Smith  Bar- 
ney's Sherman. 

High-yield  funds  also  reduce  risks 
by  leavening  their  funds  with  higher- 
quality  bonds.  The  IDS  High  Yield 
Tax-Exempt  Fund,  for  example,  has 
93%  of  its  assets  in  investment-grade 
paper;  the  more  aggressive  American 
Capital  Tax-Exempt  Trust  High  Yield 
Portfolio  has  just  35%. 

Offsetting  the  higher  credit  risk  is 
the  somewhat  lower  in 
terest  rate  risk.  "When 
people  want  out,  as  in 
April  1987,  the  demand 
for  junk  is  still  so  strong 
that  prices  only  decline 
about  half  as  much  as  for 
higher-quality  bonds," 
says  Michael  Hardie,  di- 
rector of  fixed-income 
investments  for  Colo- 
nial, (unk  bonds'  higher 
coupons  also  cushion 
somewhat  the  effect  of 
upward  spikes  in  rates. 
The  lower  interest  i. it e 
sensitivity  cuts  both 
ways,  ot  course.  When 
rates  are  falling  and  bond 
prices  are  rising—  as  they 
were  in  1985  and  1986— 
a  high-yield  muni  fund 
will  underperform  a  gen- 


i( 
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eral  muni  fund.  But  when  bond  prices 
fall,  as  they  have  over  the  past  12 
months,  the  high-yield  funds  do 
slightly  better. 

Buying  through  a  fund  doesn't  guar- 
antee that  you'll  avoid  the  losers.  In- 
cluded in  the  $822  million  Eaton 
Vance  High  Yield  Municipal  Trust  are 
several  bonds  that  financed  an  idea 
that,  in  hindsight,  doesn't  seem  very 
bright:  the  combination  hotel  and 
home  for  the  aged.  The  buildings  are 
less  than  50%  occupied  and  the  bonds 
worth  15  cents  on  the  dollar.  In  the 
$348  million  MFS  Managed  High 
Yield  Municipal  Bond  Trust  is  a  bond 
to  finance  an  office  building  and  han- 
gars at  a  Colorado  airport.  Purchase 


Don't  trust  yields 


These  funds  are  the  highest  and  lowest  yielding  in 
the  Lipper  high-yield  category.  But  note  the  differ- 
ences in  their  total  returns. 


Fund 


12-month 
yield 


Total  return 
1/31/87-1/31/88 


Franklin  High  Yield  Tax-Free 


9.1% 


5.96% 


i  mud  Muni  High  Income 


K.H 


1.27 


MFS  Managed  High  Yield  Muni" 


8.6 


1.86 


Amer  Cap  Tax-Ex  Tr  High  Yield 


8.5 


-1.84 


MetLife  State  St  High  Inc  Tax-Ex 


7.4 


-0.17 


GIT  Tax-Free  Trust  High  Yield 


7.3 


095 


Putnam  Tax-Free  High  Yield 


7.0 


1.84 


Fidelity  High  Yield  Muni 


7.0 


-1.89 


Lipper  general  muni  bond  fund  average 


0.57 


n  to  new  invonn 


Source  Upper  Analytical  Services 


price:  $6.2  million.  Va 
ue:  $340,000. 

Expect  more  of  thes 
problems.  One  reason 
the  flood  of  issues  pu 
out  in  1985  and  1986  t< 
beat  changes  in  the  ta: 
law,  which  put  th< 
brakes  on  tax-exempt  fi 
nancing  for  private  in 
dustry  and  apartmen 
buildings.  "Because  o 
the  rush  to  get  paper  out 
a  lot  of  marginal  item; 
got  issued,"  notes  Rich 
ard  Lehmann,  Bone 
Investors  Associatior 
president,  who  expects 
defaults  in  1988  ancj 
1989  to  exceed  theiit 
1987  highs.  Some  proj 
ects  were  never  econom 
ical,  Lehmann  notes 
and  issuers  are  inten 
tionally  defaulting  o: 
others  to  escape  high  in 
'''"  terest  rates. 

And  with  private-in 
dustry  borrowers  now  mostly  exclud-i 
ed  horn  the  tax-exempt  market  andi 
interest  rates  well  below  their  highsl 
of  the  early  Eighties,  there's  even  less) 
good-quality  junk  to  go  around — and 
more  temptation  to  reach  for  higher 
yields.  "All  this  junk  money  chasing 
fewer  bonds  meant  the  credit's  gener 
ally  declined,"  says  Colonial's  Hardie. 
To  judge  a  high-yield  muni  fund, 
first  ignore  yield,  even  though  it's  the 
whole  selling  point.  Look  at  total  re- 
turn. Consider  the  American  Capital 
Tax-Exempt  Trust  High  Yield  Portfo- 
lio, with  a  lush  8.5%  yield.  Investors 
actually  lost  1.8%  in  the  12  months 
ending  Jan.  31,  as  capital  losses  out- 
weighed interest  income. 

Second,  be  wary  of 
loads.  Colonial  charges  a 
front-end  load  of  up  to 
4.75%;  Eaton  Vance's 
fund  has  no  front-end 
but  charges  a  back-end 
load  that  starts  at  6% 
the  first  year  and  de- 
clines by  1%  per  year 
thereafter. 

Third,  take  a  look  at 
the  fund's  portfolio.  Says 
Kurt  Larson,  IDS'  vice 
president  for  tax-exempt 
mutual  funds,  "I'd  be  on 
the  lookout  for  whether 
there  are  a  lot  of  issues 
backed  by  a  single-pur- 
pose building  or  corpora- 
tion, where  the  revenue 
is  just  coming  from  one 
motel,  nursing  home  or 
life  care  center."  ■ 


Assets 
[Smill 


$68.2 


79.4 


348.4 


154.4 


30.5 


39.0 


563.5 


1,571.4 
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Statistical  Spotlight 


With  institutions  chasing  the  S&P  500  and 
speculators  the  small  o-t-c  stocks,  maybe 
the  best  place  to  be  is  in  the  middle. 


Green  chips 


By  Kathleen  Healy 


W  ET 

L 

|p:oup 


the  institutions  chase  the 
same  big  stocks.  Edward  Cimil- 
luca  of  the  special  situations 
at  Shearson  Lehman  Hutton 
inds  his  bargains  elsewhere.  "We 
vant  to  find  a  company  that  is  not 
ippreciated  on  Wall  Street,"  he  ex- 
plains. "We're  trying  to  move  from 
he  cave  into  the  sunlight." 

Some  of  Cimilluca's  picks  have 
ione  well  over  the  past  year:  While 
:he  S&P  500  declined  by  6%,  Nashua 
(Corp.  rose  by  13%  and  Newell  Co., 
which  he  still  likes,  rose  by  9%.  He 
picks  these  stocks  by  excluding 
stocks  in  the  Standard  &  Poor's  500, 
[where  a  lot  of  institutions  (including 
most  index  funds)  focus  their  atten- 
tion. Cimilluca  figures  he  has  a  better 
chance  of  finding  hidden  value  among 


companies    with    less    institutional 
support  and  published  research. 

The  1982-87  bull  market  left  most 
of  these  secondary  issues  behind. 
They  could  not,  for  example,  be  a  part 


of  an  institutional  portfolio  backed  by 
"insurance"  involving  S&P  500  fu- 
tures. The  smallest  and  most  specula- 
tive over-the-counter  stocks  also 
lagged  in  the  bull  market,  and  they 
have  been  slow  to  recover  from  last 
October.  But  the  middle  tier  has  qui- 
etly posted  impressive  gains. 

Tecumseh  Products  is  an  example. 
This  $900  million  (sales)  manufacturer 
of  refrigerator  motors  has  a  market 
capitalization  of  $780  million,  yet  only 
two  Institutional  Brokers  Estimate 
System  analysts  follow  the  company. 
The  P/E  against  1988  estimated  earn- 
ings is  1 1 . 

Subtracting  the  S&P  500  from  the 
Wilshire  index  leaves  an  investor 
with  well  over  5,000  stocks  from 
which  to  choose.  Cimilluca  narrows 
down  his  search  by  looking  for  stocks 
with  a  multiple  below  the  estimated 
1988  P/E  for  the  S&P  500  (currently 
12.2),  either  a  high  or  improving  re- 
turn on  equity  and  a  low  price-to- 
cash-flow  ratio.  Another  important 
criteria  in  Cimilluca's  model  is  limit- 
ed Wall  Street  coverage.  He  excludes 
stocks  if  they  are  followed  by  numer- 
ous IBES  analysts. 

The  companies  below  come  from 
Cimilluca's  screens  or  from  similar 
stock  selection  techniques  applied  by 
our  computers.  Issues  losing  money 
over  the  past  12  months  or  with  mar- 
ket capitalizations  below  $200  mil- 
lion were  dropped.  Each  issue  has  a 
price-to-cash-flow  of  13  or  less,  a  be- 
low-market  1988  P/E  and  eight  or 
fewer  IBES  analysts.  ■ 


Not  too 

big,i 

not  too  small 

The  blue  chips  have  been  racing  ahead  of  the  rest  of  the 
market  since  1982,  and  very  small  companies  have 

been  hot  more  recently.  All  that  makes  these  lower-P/E 
middle-tier  companies  worth  investigating. 

Company/business 

Recent      52-week 
price       high-low 

5-year 
earnings 
growth 

Latest 

12-mo 

EPS 

12-mo 
P/E 

1988 
est 
EPS 

1988 
est 
P/E 

Number 

of 
analysts 

%div 
yield 

Price/ 
cash 
flow' 

Debt/ 
equity 

Baimco/building  materials 

32         42%-  20 

4% 

$2.68 

11.9 

$2.99 

10.7 

4 

2.5% 

6.9 

47% 

Eagle-Pichet  Inds/diversified  mfg 

30%      53    -  19% 

28 

3.70 

8.3 

4.16 

7.4 

s 

3.8 

5.2 

43 

Emhart  industrial  &  cons  prods 

22          26%-   15'/2 

-14 

1.70 

12.9 

1.90 

11.6 

6 

3.7 

8.7 

64 

Lancaster  Colony/household 

16%      26    -  15% 

-8 

1.46 

11.2 

1.94 

8.4 

6 

4.2 

6.6 

41 

Nashua/office  products 

32          40%-  21'/4 

19 

2.72 

11.8 

3.25 

9.8 

2 

0.9 

7.1 

15 

Newell  Cos/household  products 

38'A      43    -  21'/8 

13 

2.75 

13.9 

3.3~ 

11.4 

8 

2.5 

12.7 

19 

Stone  &  Webster/engrg  &  bldg 

71V*      87'/2-  52% 

-6 

5.25 

13.8 

6.50 

11.1 

2 

3.3 

11.7 

7 

Tecumseh  Products/refrig  eq 

142  Vi    160    -115V5 

4 

13.09 

10.9 

13.00 

11.0 

2 

3.1 

9.3 

2 

Tyson  Foods/poultry  processing 

12%      25 '/2-  10% 

52 

1.10 

11.2 

1.23 

10.1 

6 

0.3 

6.2 

78 

Wetterau/supermarkets 

21'/s      26  '/s-  15% 

12 

1.54 

13.7 

1.91 

11.1 

5 

2.6 

8.0 

91 

'Stock  price  divided  by  last  fiscal  year  earnings,  plus  depreciation  and  amortization,  less  preferred  dividends 

Sources:  institutional  Brokers  Estimate  System  (IBES).  a  serrice  of  Lynch,  Jones  &  Kyan,  Value  Line  Database  Senice 
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The  Caribbean  Jewel 

And  The  Capitalist  Tool 

Join  Forces  In  A 

Special  Advertising 

Supplement. 


ARECIBCH 


►  SAN  JUAN 


AGUADILLA  • 


Forbes 


MAYAGUEZ*- 


PQNGE 


Issue  Date:  May  30 
Closing  Date:  April  4 

Because  the  climate  is  right 
to  promote  the  island's 
profitable  opportunities  to 
U.S.  business. 
It  is  an  outstanding 
opportunity  for  Puerto  Rican 
companies  to  tell  their  own 
story  of  growth  and 
achievement  to  the  most 
powerful  and  influential 


business  decision  makers 
in  America  in  a  very 
compatible  text.  In 
addition,  the  supplement  will 
appear  in  Forbes'  highly 
successful  "Executive 
Compensation"  issue 
which  will  receive  extensive 
promotion  and  publicity. 
Don't  miss  this  opportunity 
to  support  Puerto  Rico's 
industrial  development 
efforts  and  at  the  same  time  to 
promote  your  own 
company's  success. 


To  order  space,  or  for 
further  information,  contact 

Arnold  J.  Prives,  Director 
of  Special  Projects  (212) 
620-2224  or  Joseph  A. 
Gutherz,  Puerto  Rico 
Manager,  (212)620-2216. 

Act  today  because  the 


climate  is  now. 


Forbes 

Capitalist  Tool 


-  HUMACAG- 


Capital  Markets 


MONEY  &  INVESTMENTS 


Is  the  ordinary  investor  at  a  disadvan- 
tage in  the  bond  market?  Not  if  he  has  a 
good  broker  and  knows  what  he  is  doing. 


ODD  LOTS 


By  Ben  Weberman 


The  world  of  corporate  bonds, 
where  trades  of  $6  million  to  $10 
million  are  the  norm,  is  dominated 
by  institutions.  But  the  shrewd 
small  investor  working  on  his  own 
can  still  do  well  there. 

He  can  if  he  pays  attention  to 
what  he  is  doing.  The  difference  be- 
tween a  good  buy  and  a  bad  buy  for  a 
retail  purchaser  can  easily  be  1  %  to 
3%,  or  $100  to  $300  on  a  $10,000 
purchase.  That  is,  the  retail  custom- 
er could  easily  pay  3%  more  for 
bonds  than  an  institutional  custom- 
er. Some  salesman  or  trader  is  pock- 
eting this  markup.  It  isn't  apparent, 
however,  since  bond  prices  are 
quoted  net.  A  firm  buys  bonds  at  99 
and  sells  them  at  102 — but  the  only 
trading  cost  you  are  informed  of  is 
some  standard  commission,  which 
might  be  only  half  a  point  or  so. 

One  way  to  buy  bonds  on  an  equal 
footing  with  the  institutions  is  to 
buy  them  new.  The  underwriter's 
markup  for  a  high-quality  corpo- 
rate issuer  is  the  same  0.5%  on  a 
$5,000  purchase  as  on  a  $5  million 
purchase. 

Don't,  however,  wait  until  the 
newspaper  tombstone  advertise- 
ment appears  to  get  a  new  issue. 
The      tombstone      announcement 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


shows  up  well  after  a  new  issue  is 
sold — unless  the  bonds  are  over- 
priced and  the  offering  is  sticky. 
And  if  the  institutions  don't  want 
the  bond,  it's  best  to  stay  away.  In- 
stead, get  your  broker  to  round  up 
information  on  upcoming  issues. 
Then  watch  the  underwriting 
schedule  that  appears  every  Mon- 
day in  the  Wall  Street  Journal  and  the 
New  York  Times.  Other  sources  of 
preoffering  information  include 
Standard  &  Poor's  Credit  Week  and 
Moody 's  Bond  Sun  ey '. 

Buying  secondhand  bonds  is  a  lit- 
tle trickier,  but  astute  buyers  can 
sometimes  get  even  better  execu- 
tion than  an  institution.  It  usually 
pays  to  concentrate  on  issues  listed 
on  the  New  York  Stock  Exchange  in 
order  to  achieve  odd-lot  liquidity. 
The  NYSE  requires  that  trades  for 
all  blocks  of  nine  bonds  ($9,000 
face)  or  less  be  executed  on  the  ex- 
change, although  brokers  often  try 
to  persuade  customers  to  waive  this 
rule.  Avoid  American  Exchange  is- 
sues, which  are  extremely  illiquid 
and  lean  heavily  to  junk. 

But  watch  out.  It  is  not  unusual 
for  odd-lot  transactions  on  the 
NYSE  to  trade  several  points  away 
from  the  much  larger  transactions 
handled  smoothly  over-the- 
counter.  Sometimes  the  price  aber- 
ration is  a  product  of  unusual  orders 
matched  on  the  other  side  of  the 
transaction  and  sometimes  it  is 
there  because  marketmakers  take 
advantage  of  the  innocent  customer 
and  the  ignorant  customer's  sales- 
person. 

Having  noted  that,  the  small  in- 
vestor nevertheless  can  do  well  on 
exchange  purchases.  A  limit  order — 
that  is,  one  specifying  a  maximum 
price  the  purchaser  is  willing  to 


pay — will  frequently  pick  up  the  is- 
sue at  a  saving.  Put  in  the  order  at 
one  to  three  points  under  the  going 
market.  You  may  just  get  the  bonds. 
Innocent  sellers  often  place  orders 
to  "sell  at  the  market,"  which  or- 
ders are  then  matched  against  your 
bid  if  it  is  the  highest  on  the  ex- 
change. 

Caution:  You  have  to  work 
through  a  broker  who  can  be  trusted 
to  cancel  the  order  if  the  market 
shifts  downward  dramatically.  With 
interest-rate  volatility  what  it  is 
these  days,  your  bargain  limit  order 
may  turn  into  a  bad  buy  before  you 
have  time  to  phone  your  broker 
with  a  cancelation.  Some  brokers 
routinely  accept  conditional  limit 
orders  like  this. 

Another  pitfall:  A  dealer  in  large, 
over-the-counter  blocks  may  use 
the  small  listed  trade  to  paint  his 
own  transaction.  Arrange  a  sale  a 
few  points  higher  than  the  over-the- 
counter  transaction  and  the  block 
trade  looks  like  a  bargain  to  the 
institutional  buyer  picking  up  the 
next  day's  newspaper.  Or,  to  the 
small  buyer's  benefit,  the  dealer 
may  be  trying  to  impress  an  institu- 
tional seller.  The  dealer,  then,  will 
want  to  rig  the  published  exchange 
trade  at  an  artificially  low  price. 

Important  starting  points  are 
S&P's  Bond  Guide  and  Moody's  Bond 
Record,  which  are  both  published 
monthly.  They  show  coupon,  matu- 
rity, credit  quality,  interest  pay- 
ment dates,  amount  outstanding, 
and  exchange  listing,  if  any.  Of  con- 
siderable importance  are  the  call 
and  redemption  provisions.  It  is 
wise  to  steer  away  from  issues  with 
call  features  that  are  trading  at  pre- 
miums that  would  be  lost  in  an  ear- 
ly redemption. 

Above  all,  never  pay  any  atten- 
tion to  the  newspaper-published 
"current  yield"  number.  Yield  to 
maturity  (or  yield  to  first  call,  where 
the  risk  of  early  call  is  an  important 
consideration)  is  what  counts.  Ex- 
amine the  long  list  of  Citicorp  AA- 
quality  debt  and  it  seems  that  the 
12 Vis  of  1993,  trading  at  1047/8,  are 
an  attractive  purchase  with  a  cur- 
rent yield  of  12%.  But  that  5-point 
premium  in  the  price  will  be  given 
back  m  the  next  five  years,  so  the 
true  return  is  only  11.3%.  Worse, 
the  notes  can  be  called  at  100  any- 
time after  Nov.  15,  1988,  resulting 
in  a  quick,  substantial  loss  of  princi- 
pal. The  yield  on  that  12Vi%  note 
would  fall  to  4.9%  if  it's  called  in 
November.   ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


With  the  market  strength  broadening  out 
into  the  smaller  stocks,  money  managers 
feel  confide}  ice  creeping  back. 

THOSE  SNORTING 
BULLS 


By  Susan  Lee 


Now  you  see  them,  now  you  don't, 
i  months  now,  the  universe  of  big 
money  managers  consisted  of  pessi- 
But  lust  month,  in  what 
seemed  to  be  a  major  sleight  of 
hand,  the  bears  changed  into  bulls. 
Why  this  sudden  optimism?  Along 
with  good  news  on  the  economy, 
money  runners  ate  getting  confi- 
dence from  the  market  itself. 

The  primo  suuiee  of  reassurance 
is  that  the  recent  move  into  small 
and  medium-size  stocks  has  given 
the  market  some  breadth.  That  is, 
iership  has  expanded  from  the 
Nifty-Fifty  of  last  year.  As  Roger 
Hamilton  of  Wall,  Patterson,  Ham 
ikon  <s  Allen  says,  People  are  buy- 
ing things  which  have  been  beaten 
up  and  aie  out  of  tavor,  that's  better 
than  when  they  were  chasing  the 
highest  multiple  and  hottest  idea." 

Hamilton,  who  has  one-third  of 
his  equity  portfolio  in  small-  and 
medium  cap  companies,  thinks 
they  still  have  u  way  to  go.  "Ibis  is 
not  going  to  be  a  typical  thrcc- 
ith  phenomenon,"  he  says. 

Must     money     managers     agree. 
Prices  are  still  on  the  low  side;  or,  in 
the    buzz    phrase    of    the    moment 
Smallei  stocks  represent  reasonable- 
value.  Moreover,  the  rush  to  cash  in 
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on  the  last  year  of  the  Reagan  era's 
friendliness  toward  mergers  and 
takeovers  will  favor  smaller  compa- 
nies. As  Gary  Helms  of  Criterion 
points  out,  "Dealmaking  is  moving 
down  the  spectrum  toward  smaller 
companies." 

What  are  these  money  movers 
buying?  Lots  of  technology.  Helms 
is  betting  on  an  "industrial  renais- 
sance" that  depends  on  the  partici- 
pation of  smaller,  particularly  tech- 
based,  companies.  He  likes  Sigma- 
Aldrich,  a  major  maker  and  seller  of 
biochemical  and  organic  products 
used  in  research.  He's  also  holding 
Computer  Sciences,  a  computer  ser- 
vice company  that  custom-designs 
computer-based  systems,  and  Tan- 
dem Computer. 

Ben  Fischer  of  First  RepublicBank 
Dallas  has  two-thirds  of  his  portfo- 
lio in  stocks  with  a  market  capital- 
ization of  $  1  billion  or  less.  He  likes 
Seagate,  DEC  and  Amdahl.  Hamil- 
ton is  up  tor  Autodesk,  which  devel- 
ops and  sells  computer-aided  design 
software.  And  Byron  Wein  of  Mor- 
gan Stanley  likes  Systematics,  a 
firm  that  provides  data  processing 
services  to  the  banking  industry. 

Nontech  names  include  two  gam- 
bling stocks:  Circus  Circus  and 
Caesars  World,  both  of  which  Gor- 
don Fines  of  IDS  considers  excellent 
values.  Fines  is  also  hot  for  Tele- 
Communications  Inc.,  the  giant  ca- 
ble television  system.  Wein  weighs 
in  with  two  emerging  growth 
stocks:  Comp-U-Card,  a  marketing 
services  company,  and  Agency 
Rcnt-A-Car,  which  specializes  in 
renting  short-term  insurance  re- 
placement cars.  And  two  industrial- 
type  names  I've  heard  are  Loctite,  a 
maker  of  sealants  and  adhesivev 
and   Millipore,   a   manufacturer  of 


fluid  separations  systems. 

Money  runners  have  also  been 
emboldened  by  four  months  of  good 
economic  signs.  In  fact,  they  have 
pushed  their  recession  forecasts 
way,  way  back.  Gary  Yalen  at  Irving 
Trust  thinks  the  economy  could 
chug  along  until  1990.  Cornelia 
Small  of  Scudder,  Stevens  thinks 
the  U.S.  could  avoid  a  recession  un- 
til as  late  as  1991. 

Indeed,  the  trouble  might  be  that 
the  economy  looks  too  strong.  The 
argument  here  is  that  the  Fed  has 
eased,  consumers  continue  to  buy, 
and  the  economy  continues  to  do 
well.  "If  consumption  doesn't  slow, 
it  will  be  superimposed  on  a  manu- 
facturing sector  which  is  very 
strong  and  on  an  export  market 
which  is  very  strong — the  combina- 
tion could  reignite  some  inflation- 
ary fires,"  says  Helms. 

Too,  capacity  utilization  is  high 
and  unemployment  is  low,  which 
means  there  will  be  pressure  on 
prices  in  both  those  markets. 
Hence,  most  money  managers  see 
inflation  picking  up  by  the  end  of 
the  year — between  5%  and  6%. 

I  should  mention,  however,  that 
the  consensus  forecast  on  inflation 
has  two  notable  drssenters:  Stan 
Salvigsen  of  Comstock  Partners  and 
Byron  Wein.  Wein  thinks  oil  prices . 
will  drop  below  $15  a  barrel,  long 
bonds  will  dip  to  8%,  consumer 
spending  will  slow  and  inflation 
will  stay  below  4%.  Salvigsen  isn't 
even  faintly  concerned  about  infla- 
tion. Instead  he  is  warning  about 
deflation.  Salvigsen  thinks  that  the 
economy  is  decelerating  and  inter- 
est rates  are  heading  down.  He  is 
holding  only  35%  of  his  portfolio  in 
equities,  with  65%  in  bonds — and 
one-third  of  his  equities  are  in  inter- 
est-rate-sensitive stocks. 

One  surefire  index  of  how  san- 
guine money  runners  are  is  that  no- 
body (except  Salvigsen)  admits  to 
holding  utility  stocks.  Utilities 
were  the  comfort  position  taken  by 
money  movers  during  the  postcrash 
period.  Well,  they  may  have  looked 
warm  and  cuddly  then,  but  they  are 
a  major  no-no  now. 

While  few  money  managers  feel 
brave  enough  to  declare  that  the 
bull  market  has  resumed,  most  will 
blabber  on  that  the  Dow  could 
make  2300  by  the  end  of  the  year. 
That  might  not  sound  so  bullish 
alter  last  year's  extravagant  talk 
about  3000,  but  it  does  represent  a 
smart  turnaround  from  the  past 
months  of  doldrum  mongering.  ■ 
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It's  amazing  how  much  some  folks  will 
blow  on  bad  investments  when  a  little 
reading  could  save  them  their  wad. 

BY  THE  BOOK 


By  Kenneth  L.  Fisher 


Reader  James  W.  Barlow  of  Clear- 
field, Utah,  writes,  "Back  on  June  3, 
1985  your  column  was  entitled 
'Gifts  of  the  Gurus.'  I  greatly  en- 
joyed your  selections.  Could  you  ex- 
pand your  list  on  other  investment 
books  to  read?"  I  hasten  to  respond 
with  some  new  suggestions.  (At  the 
end  I  will  repeat  the  titles  of  the 
books  I  recommended  earlier.) 

The  Tao  Junes  Averages  by  Bennett 
Goodspeed  (E.P.  Dutton,  1983). 
This  book  teaches  you  to  overcome 
man's  irrationality  through  the  eyes 
of  ancient  Lao  Tsu's  Taoist  teach- 
ings. Not  only  is  Goodspeed's  writ- 
ing witty  and  entertaining,  it  also 
bubbles  over  with  wisdom  that  lets 
you  pierce  much  of  what  you  read 
and  hear  about  on  Wall  Street  by 
teaching  you  inferential  thinking. 

Once  I  picked  it  up,  I  couldn't  put 
down  How  To  Lose  $100,000,000  and 
Other  Valuable  Advice  by  Royal  Little 
(Little,  Brown  &  Co.,  1979).  Little 
humbly  shows  you  his  mistakes 
along  the  road  to  building  giant  Tex- 
tron through  acquisition.  His  busi- 
ness buying  blunders,  which  he  un- 
abashedly unfolds  in  open-kimono 
style,  are  mostly  the  same  ones 
folks  make  when  they  buy  stocks. 


Kenneth  L  Fisher  is  a  Woodside,  Calif  based 
money  manager  He  bos  written  two  books. 
The  Wall  Street  Waltz  and  Super  Stocks 


Reading  this  book  will  help  you 
avoid  them. 

The  Stock  Market  Crash  and  After  by 
Irving  Fisher  (no  relation — The 
Macmillan  Co.,  1930)  is  available 
only  in  better  libraries  or  through 
book  finders,  but  it  is  a  fascinating 
account  of  the  1929  crash.  Fascinat- 
ing because  it  was  penned  in  the 
midst  of  the  decline  by  the  greatest 
of  America's  pre-Depression  econo- 
mists, who  incorrectly  thought  the 
market  would  promptly  rebound. 
From  his  grossly  mistaken  analysis 
one  learns  valuable  lessons  about 
1929  and  about  how  wrong  famous 
forecasters  can  be. 

There  have  been  a  lot  of  personal 
financial  planning  books,  most  of 
which  were  obsoleted  by  the  1986 
tax  revisions.  William  E.  Dono- 
ghue's  Lifetime  Financial  Planner 
(Harper  &  Row,  1987)  is  the  best  of 
the  new  post-tax-bill  planners.  Its 
wide  scope  ranges  from  retirement 
plans  and  insurance  to  custodian- 
ships for  your  kids  and  taxes.  Full  of 
sound  advice  and  easy  reading,  it's 
ideal  for  anyone  who  wants  to  plan 
his  or  her  financial  future,  which 
should  be  just  about  everybody 
these  days. 

While  obviously  biased  and  a  bit 
of  the  braggart,  I  wouldn't  have 
penned  my  two  books  if  I  didn't 
think  I  had  something  to  say.  My 
Super  Stocks  (Dow-Jones  Irwin,  1984) 
covered  new  turf  by  introducing  the 
world  to  price/sales  ratios  (PSRs).  If 
you  have  been  intrigued  by  PSRs  in 
my  columns,  this  book  was  the  first 
detailed  coverage  of  the  subject. 

My  Tfje  Wall  Street  Waltz  (Contem- 
porary Books,  1987)  seeks  to  give 
perspective  to  an  overview-starved 
world  in  the  easiest  format  to 
grasp — a  detailed  picture  book.  Each 


right-hand  page  is  one  of  my  90  fa- 
vorite long-term  charts,  in  color. 
Everything  from  stocks,  interest 
rates,  real  estate,  commodities,  gov- 
ernment finance  and  quackery, 
spanning  centuries.  On  each  left- 
hand  page  is  an  analysis,  in  a  format 
similar  to  my  columns,  explaining 
the  source,  how  to  read  it,  and  what 
it  means  and  says  about  the  past, 
present  and  future. 

Every  investor  should  read  one  of 
the  great  graduate  investment  texts. 
Far  and  away  my  favorite  is  Frank 
Reilly's  Investment  Analysis  and  Port- 
folio Management  (Dryden  Press, 
1985).  Reilly  is  the  business  school 
dean  at  Notre  Dame.  He  is  also  ex- 
haustive without  being  wordy.  For 
example,  not  one  professional  in- 
vestor or  journalist  in  ten  really  un- 
derstands how  the  Dow,  S&.P  and 
other  indexes  actually  work.  Yet, 
everyone  babbles  about  them.  You 
can  get  them  all  down  cold  in  just 
12  of  Reilly's  895  pages. 

Another  key  reference  is  Mike 
Lehmann's  The  Dow  Jones-Irwin 
Guide  to  Using  the  Wall  Street  Journal 
(Dow  Jones-Irwin,  1984).  It's  sort  of 
a  "How  to  be  your  own  economist 
by  reading  the  paper."  Lehmann  ex- 
plains how  the  leading  indicators 
work  and  puts  them  in  perspective. 

Each  year  I  am  one  of  the  few 
Americans  who  actually  read  a  little 
$11,  one-inch-thick  mind-calmer 
called  Budget  of  the  U.S.  Government 
(available  from  the  Government 
Printing  Office  in  Washington, 
D.C. ).  While  the  plot  is  thin,  you  will 
be  amazed.  Read  it.  It  reveals  to  me 
that  there  isn't  really  any  federal 
debt  crisis — the  federal  deficit 
doesn't  really  exist  if  you  count  it 
right — and  Uncle  Sam  is  superrich. 

Those  are  my  newer  choices.  My 
favorites  remain:  How  To  Buy  Stocks 
by  Louis  Engel  (Bantam  Books, 
1953);  The  Intelligent  Investor  by  Ben 
Graham  (Harper  &  Row,  1949);  Se- 
curity Analysis  by  Ben  Graham  and 
David  Dodd  (McGraw-Hill,  1934); 
Common  Stocks  and  Uncommon  Prof- 
its by  Phil  Fisher  (my  father — Harper 
&  Row,  1958);  Extraordinary  Popular 
Delusions  and  the  Madness  of  Crowds 
by  Charles  Mackay  (L.C.  Page  &. 
Co.,  1841);  The  Templeton  Touch  by 
William  Proctor  (Doubleday,  1983); 
Tfje  Contrarian  Investment  Strategy  by 
Forbes  columnist  David  Dreman 
(Random  House,  1980);  The  Money 
Masters  by  John  Train  (Harper  & 
Row,  1980);  and  Reminiscences  of  a 
Stock  Operator  by  Edwin  Lefevre 
(George  H.  Doran,  1923).  ■ 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


Insider  trading  indicators  are  flashing 
strong  bullish  signals.  Though  their  rec- 
ord is  mixed,  they)  cant  be  ignored. 

THE  INSIDE  STORY 


By  Hark  Hulbert 


A  handful  of  investment  strategies, 
such  as  investing  in  stocks  with  low 
market  capitalizations  or  low  price/ 
earnings  ratios,  have  consistently 
produced  superior  returns,  in  defi- 
ance of  the  efficient  market  hypoth- 
esis. These  are  known  in  jargon  as 
"anomalies."  The  popular  anoma- 
lies haven't  done  too  well  recently. 
In  my  last  column  I  suggested  that 
this  might  be  a  temporary  blip. 

Which  is  by  way  of  background  to 
the  very  dramatic  test  that  is  now 
shaping  up  for  one  of  the  best-estab- 
lished popular  anomalies:  insider 
trading  reports  tiled  with  the  Secu- 
rities &  Exchange  Commission. 
Over  the  years  a  large  number  of 
academic  studies  have  concluded 
that  investors  can  do  better  than  a 
buy-and-hold  strategy  simply  by 
imitating  this  insider  activity:  Buy 
when  the  insiders  buy,  sell  when 
ince  the  Oct.  19  crash 
nisi.  has  leaped  to  unprec- 

edented heig  usequently,  two 

experts,  Glen  km^  Parker  and  Nor- 
man  G.    Fosbaek   of    Fort    Lauder- 
dale's Institute  for  Econometric  Re 
search,  have  taken  th<    extremely 
bold  stand  thar  the  bull  market  is 
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still  intact,  and  that  within  12 
months  of  Meltdown  Monday  the 
Dow  will  be  at  new  highs. 

Fosbaek  and  Parker  are  among  the 
most  scholarly  of  the  investment 
letter  fraternity.  And  their  flagship 
publication,  Market  Logic,  is  among 
the  handful  that  has  beaten  the  mar- 
ket since  the  Hulbert  Financial  Digest 
began  monitoring  performance  in 
1980.  Market  Logic  successfully 
called  the  market  bottom  in  mid- 
1982.  It  remained  fully  invested 
from  then  until  April  1987,  when  it 
went  20%  into  cash  and  began  to 
make  nervous  noises. 

One  reason  for  this  was  the  be- 
havior of  its  "Insider  Indicator," 
constructed  by  compiling  insider 
activity.  Normally,  according  to 
Fosbaek  and  Parker,  35%  of  all 
transactions  by  insiders  are  pur- 
chases. A  higher  proportion  of  pur- 
chases, as  in  much  of  the  1982-87 
period,  indicates  that  insiders  are 
bullish.  By  mid- 1987  they  were 
turning  neutral.  The  market 
crashed  a  few  months  later 

In  the  weeks  immediately  follow- 
ing the  crash,  however,  the  propor- 
tion of  insider  purchases  shot  up  as 
high  as  79%,  meaning  that  insiders 
were  buying  almost  eight  shares  of 
their  companies'  stock  for  every 
two  shares  they  were  selling.  Not 
even  in  1974,  when  this  ratio  of 
insider  buying  to  selling  rose  to  its 
previous  record  level  and  correctly 
presaged  the  ensuing  bull  market, 
had  this  ratio  been  so  high.  More 
recently,  the  Insider  Indicator  has 
still  been  very  bullish,  at  53%  to 
60%.  Market  Logic  has  been  fully  in- 
vested since  late  December. 

The  Insider  Indicator,  of  course, 
did  not  actually  give  a  sell  signal 
before  the  crash;  it  simply  switched 


from  bullish  to  neutral.  And  it's 
well  to  note  that  Parker  and  Fos- 
back's  letter,  The  Insiders,  which  fol- 
lows a  pure  insider  strategy,  has  un- 
derperformed  the  market  in  each  of 
the  last  three  years. 

Nevertheless,  the  insider  anoma- 
ly does  have  formidable  creden- 
tials— the  current  issue  of  the  Jour- 
nal  of  Business  reports  on  yet  another 
study,  by  professors  Michael  Rozeff 
of  the  University  of  Iowa  and  Mir 
Zaman  of  Loyola  University  of  Chi- 
cago, confirming  its  existence  in  the 
1973-82  period.  And  it's  worth  not- 
ing that,  according  to  Parker  and 
Fosback's  Total  Return  Index, 
which  reflects  capital  appreciation 
and  dividends  for  the  average  stock, 
the  market  has  already  quietly  re- 
covered some  60%  of  last  fall's  de- 
cline. So  the  strong  buy  signal  the 
indicator  is  currently  flashing  ought 
not  be  to  ignored. 

I  received  some  nasty  letters  about 
my  column  on  newsletters'  long- 
term  records  ("Monkey  Business 
It's  Not," Jan.  25),  which  noted  that 
13  of  the  32  portfolios  tracked  by 

I I  ID  for  the  seven  years  through 
mid- 1987  surpassed  the  Wilshire 
5000 's  total  return,  and  argued  that 
this  was  statistically  significant. 
Many  of  you  found  it  hard  to  believe 
this  when  fewer  than  half  did  as 
well  as  the  average. 

As  I  pointed  out,  these  32  portfo- 
lios were  not  bullish  "stopped 
clocks,"  continuously  invested  in  a 
static  group  of  stocks.  Not  only  did 
these  newsletters'  editors  make 
many  investment  decisions  each 
year,  but  the  universe  from  which 
they  selected  their  recommenda- 
tions included  many  investments 
besides  equities,  such  as  bonds, 
cash,  and  gold  and  other  hard  assets. 
Newsletters  should  really  be  com- 
pared with  some  comprehensive 
market  average  that  includes  all  of 
these  possibilities. 

No  such  all-market  index  exists, 
to  my  knowledge,  but  it's  clear  that 
it  would  have  had  much  less  of  a 
gain  this  decade  than  a  stock-only 
index.  The  Dow  Jones  20  bond  aver- 
age, for  example,  gained  only  18.8% 
between  mid-1980  and  mid-1987; 
gold  bullion  actually  fell  by  more 
than  30%.  One-third  of  the  invest- 
ment letter  portfolios  HID  follows 
beat  the  stock  market,  with  divi- 
dends reinvested,  in  the  1980-87 
period.  I  am  confident  that  more 
than  half  would  have  beaten  this 
broader  market.  ■ 
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Is  it  ivritten  in  the  Constitution  that  hous- 
ing prices  can  only  go  up?  No,  but  a  lot  of 
folks  think  it  is  a  basic  American  right. 

AS  GOES  TEXAS... 


By  James  Grant 


Greenwich,  Conn,  is  like  heaven 
but  is  richer  and  nearer  to  New 
York.  Also — this  is  sheer  guess- 
work— it  probably  has  better  polo 
facilities.  Not  surprisingly,  Green- 
wich houses  have  been  wonderful 
investments.  Since  1945,  according 
to  The  Greenwich  Record  of  Real  Estate 
Sales,  prices  have  fallen  in  only  six 
years,  the  most  recent  being  1972. 
In  the  bull  market  year  of  1986, 
house  prices  broke  all  annual  appre- 
ciation records  by  vaulting  43%,  to 
an  average  $656,000.  Almost  any- 
one who  has  sold  a  Greenwich  resi- 
dence in  the  past  decade  is  now 
busy  wishing  he  hadn't. 

But  no  bull  market  has  lasted  for- 
ever. Even  before  the  October  crash, 
prices  had  begun  to  level  off.  After 
the  crash,  sales  dried  up.  From  Oc- 
tober through  December,  the  num- 
ber of  Greenwich  transactions  was 
chopped  in  half,  to  115,  from  244  in 
the  like  period  in  1986.  House 
prices  did,  in  fact,  register  a  gain  last 
year,  but  the- rate  of  rise — 7.7% — 
was  not  the  kind  of  showing  that 
Greenwichites  have  become  accus- 
tomed to  recently.  To  date  this  year, 
according  to  Stanley  Klein,  a  one- 
man  encyclopedia  of  Greenwich 
property,    sales    volume    has    re- 
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mained  slack.  One  Round  Hill 
Road,  a  house  built  on  speculation 
by  a  retired  Xerox  executive  and  his 
wife,  continues  to  await  that  special 
someone  who  happens  to  have  $5.5 
million  to  spend,  and  who  doesn't 
need  a  lot  of  bedrooms  (the  price 
will  get  you  four). 

The  right  of  every  American  to  a 
profit  on  the  sale  of  his  house,  al- 
though not  guaranteed  by  the  Con- 
stitution, has  been  almost  estab- 
lished as  public  policy.  Since  the 
early  1930s  the  government  has 
showered  tax  advantages  on  home 
owners.  It  has  guaranteed  mort- 
gages, created  a  secondary  mortgage 
market,  insured  the  deposits  of 
thrift  institutions  and  hospitably 
created  a  general  price  inflation.  For 
decades,  the  owner  who  has  gone  to 
sell  his  house  has  been  made  to  feel 
as  shrewd  as  J. P.  Morgan. 

What  every  real  estate  broker 
will  tell  you  is  that  house  prices 
can  only  go  up.  They  will  convey 
this  message  with  the  certainty 
and  patience  of  a  teacher  explain- 
ing the  law  of  gravity  to  a  child. 
The  idea  is  wrong  on  its  face,  of 
course — over  the  years,  real  estate 
has  been  highly  cyclical.  Wrong  or 
not,  as  it  almost  goes  without  say- 
ing, it  has  been  a  winning  idea  for 
a  long  time  now. 

According  to  the  National  Asso- 
ciation of  Realtors,  the  median 
American  house  price  has  not 
shown  a  year-over-year  decline  in 
the  past  two  decades.  According  to 
the  Lomas  &  Nettleton  Co.,  the 
average  price  of  a  new  house  pur- 
chased with  a  conventional  mort- 
gage climbed  by  14.2%  last  year, 
results  reflecting  a  little  inflation 
but  also,  as  the  firm  pointed  out, 
"the  tendency  of  first-time  buyers 


to  spend  more  for  their  homes." 
Granting  all  this,  the  significance 
of  the  slowdown  in  Greenwich  is 
that  it  raises  the  question  whether 
the  market  in  houses  is  necessarily 
different  from  the  market  in  any- 
thing else. 

To  a  Texan,  of  course,  the  answer 
to  that  question  is  painfully  obvi- 
ous. For  years,  house  prices  in  Dal- 
las and  Houston  have  done  the  al- 
legedly impossible:  They  have  gone 
down.  At  the  height  of  the  foreclo- 
sure crisis  last  year,  some  3,000 
Houston  families  were  losing  their 
homes  to  the  auction  hammer  each 
month.  In  the  Southwest,  the  mo- 
ment of  deflationary  truth  arrives 
when  the  seller  of  a  house  is  obliged 
to  bring  a  check  to  the  closing.  He  is 
bound  to  pay  the  bank  the  differ- 
ence between  the  value  of  his  mort- 
gage and  the  depreciated  resale  val- 
ue of  his  house.  By  the  thousands  in 
the  past  few  years,  however,  home- 
owners have  simply  walked  away, 
dropping  their  keys  in  the  mailbox. 

The  slide  in  southwestern  real  es- 
tate is  thought  to  have  been  lubri- 
cated by  oil — a  flukish,  deflationary 
event  of  no  real  significance  to  the 
Northeast  and  elsewhere.  What 
gives  me  pause,  though,  are  the  real 
estate  financing  techniques  em- 
ployed nationwide,  especially  the 
low-down-payment  mortgage. 

When  General  Electric  Mortgage  In- 
surance of  Raleigh,  N.C.  recently 
told  lenders  that  it  would  no  longer 
insure  95%  loan-to-value  mortgages 
in  four  Florida  counties  (Orange, 
Dade,  Seminole  and  Osceola),  it 
cited  "significantly  oversupplied" 
conditions.  A  5%  margin  would  be 
thought  precariously  thin  in  stocks 
or  bonds.  Why  shouldn't  it  worry 
the  real  estate  market? 

Because,  the  brokers  will  say, 
Americans  cling  to  their  homes  for 
dear  life.  Because,  house  prices  will 
rise  as  long  as  inflation  rules  the 
roost.  Because,  what  happened  in 
the  Southwest  could  never  happen 
to  the  Northeast:  A  financial-based 
economy  is  different  from  an  oil- 
based  economy.  Because,  house 
prices  just  go  up.  It  is  nature's  way. 

It  isn't,  of  course.  In  the  invest- 
ment world,  nature  abhors  a  sure 
thing.  Me,  I  have  my  eye  on  that 
$5.5  million  spread  on  Round  Hill 
Road  in  Greenwich.  Maybe  the 
owner  will  come  to  his  senses  and 
take  a  half-million  in  cash  and  a 
slow  note  for  another  half-million. 
Remember,  a  million  dollars  used 
to  be  real  money.  ■ 
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Forbes  Market/ 


FINANCIAL  SERVICES 

IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 

FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

GUARANTEED  COLLECTION 

of 

PAST  DUE 

ACCOUNTS  RECEIVABLE 

LBO 

LEVERAGED  BUYOUT 

FUNDS  AVAILABLE 

Fast  Approval  •  Brokers  Protected 


TOWERS 

FINANCIAL 

CORI'OR  \TH>\ 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


HARD  TO  BORROW? 

Guarantees  No  Loans 

MINIMUM.  $100.(101)   .s:oil  \ks 

THEHNANCIAI  Gl  \K  \NTY 

CORPORATION 

I  SA  (212)  486-2220 


BUY?  SELL?  HOLD? 

Investment  Hotline 
STOCKS  BONDS  GOLD 

303-292-0221 


BUSINESS  OPPORTUNITIES 


Forbes: 
Capitalist 

Tool 


Business 
Consultants 

National  business  consulting  firm  look- 
ing (or  Associate  Consultants  Enjoy  the 
advantage  of  being  self-employed  with 
the  association  and  support  ot  one  of 
the  largest  and  most  respected  consul- 
ting firms  in  the  country.  Full  expense 
paid  training  in  New  Orleans  national 
advertising,  support  and  Iringe  benefits 
Nominal  refundable  performance  depo- 
sit of  $7,500  required  Call  for  free  com- 
pany brochure  and  details 


m 


NATIONAL 

Business  Consultants  Inc 
Mr.  Mark  Simon,  Exec.  V.P 

(504)456-1968 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

We  Are  A  21  Year  Old  Company 
Specializing  In  International  Fi- 
nance (Ottering  Low  Interest  Bank 
Loans.  No  Up  Front  Fees)  Develop- 
ment Capital.  Venture  Capital  Etc.  II 
you  have  a  successful  business 
background  utilize  your  talent  & 
learning  potential  to  the  utmost  as 
an  independent  associate  You 
must  be  a  confident  communicator 
and  relate  to  high  figure  transac- 
tions A  $9,800  refundable  deposit 
required  if  accepted 

Call  813-924-6415 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 

chise Over  700  others  have,  ask  them 

Call  today  tor  free  information 

w^Str 

SfD&&cty. 

A-v>C*r*g  Cmr**tm*~m 

23I3I  VERDI  (.()  I)KI\I 

I  \(.l  NA  Hit  LS.CA  92653-1347 

(Ml    l  UOO  KM  J32I 

SELL  IN  JAPAN! 


I  i\i  M»ur  proper! >  MQg  oui    EfakyQ  Office  to 

nefe  500  I    Kcal  I. stale  brokers  in  Japan 

free  innslMon    NO  COMMISSU  >S    fan 

name  tttfed  as  DQOttd  poini    Tear  shcci 

provided  Only  $190  for  3  months  latifij 
CALL:  Hon  &  Bunker  Inc 

1-800-USA-2111 


FOR  SALE  BY  OWNERS 

Businesses,  both  large  and  small    All 

types,  prices  and  locations  nationwide 

Over  J675M  on  file    No  brokerage  fees 

Call  1  -800  -999-  SALE 

Great 

~Vv  FSTERN 


M  K\  It  |v     IN. 


COLLATERAL  GUARANTEE 


Major  Bank 

COLLATERAL 
GUARANTEE 

Commitments  Available 


$5,000,000.00  UP 

On  Bank  Letterhead 
Delivered  in  10  Days! 

FOR  COMPLETE  FINANCIAL 

SERVICES  &  DETAILS,  CALL: 

D.M.D.  Investments,  Inc. 

(818)  907-7834 

BUSINESS  OPPORTUNITIES 


Business  Buyers  Network 

■■fc  ■■£  >yi  •  Thousands  ol  businesses 

«^^j  kltJ  nationwide 

BflBfl^B  •  Many  with  Owner  financing 

■■^■■^■^~  •  No  commissions 

To  buy  or  list  call  toll  FREE 

1-800-223-3589 

In  NC  1-704-686-7358 


FOR  SALE  BY  OWNER 

Businesses-Cars-Boats 
No  Fees  •  No  Commissions 

Ad- Vantage  Listing  Services,  Inc. 

HMtshers  of  for  sale  by  owner  databases 
800-458-7197  •  305-561-5300 


i     15.000  BUSINESSES 

Ff?OM  COAST 

TO  COAST 

No  Brokerage  Commission 
quines  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
loll  Free  800-327-9630 
in  Ft  Lauderdale  305-462-2524 


FACSIMILE  MACHINES 


BIG  DISCOUNTS 


ON  THE  HOTTEST  SELLING 

FAX  MACHINES 

IN  THE  COUNTRY 

Pax  of  America 

1  800-342  FAXX 

AMERICAN  LOW  PRICE 
, FAX  DtSTRIBUTOB 


FAST  FACTS  ABOUT  FORBES  SUBSCRIBERS: 

♦Total  management:  74.7% 
♦Total  paid  circulation:  735,000 
♦Average  household  income:  $162,000 
♦Average  value  of  investment  portfolio:  $899,000 


COMPUTERS 


Radio /hack -Ti  I 


Our  10th  year  of  DISCOUtvl 
COMPUTERS  &  CELLULAR  l| 

Fgi.  Prepaid.  Save  Tax 
^  Toll  Free  800-231-3680  j 

III  mflRYfTlflC  INDUS] 

22511  Kaiy  Fwy 

Kaly  (Houslonl  TX  77450  I 

1-713-392-0747  Telex:  77413:1 


MISCELLANEOUS  FOR 

INVESTMENT  GEMS1 
GUARANTEED  LIQUID1 

We  buy  &  sell  Diamonds  and  all  | 
Gemstones.  Free  wholesale  ca 
1967!  Member:  Jewelers  Board  i 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  423 

TOLL  FREE  1-800-62 


<W    ^GEMSTONES^ 

THE  INVESTMENT  FOR  THE1 

TO  BUY  SELL  OR  TRADI 

Diamonds.  Rubies.  Emeralds.  Sad 

or  other  coloured  gemstones.  As 

your  free  copy  ot  the  International 

Investors  Newsletter  Write  T(B 

International  Gem  Consultants  ., 

2489  Bloor  St.  W  .  Suite  300.  Tom 

Ontario.  Canada  M6S  1R6    I 

TOLL  FREE:  1-800-387-8717 
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SALES  TRAINING 


Sales  Presentation? 
Training  •  Meetings! 


CUSTOM  SLIDES  OVERHE 

VISUAL  HORI. 
1(0  METRO  P« 
ROCNISTfHNY 
COLOR  CATALOG    I / 16|4?4  53q 


FREE 


Make  more  sales! 


For  more  sales,  give  your  custom 
and  prospects  Connections    It  hj 
over  700  toll-tree  numbers  and 
name-brand  discounts  People  Id 
For  a  FREE  COPY,  send  your| 
business  card  to:  Connections, '. 
Manchester  Road.  Boston.  MA  0| 


FORBES 
MARKET/CLASSIFII 

is  published  in  the  first  issi| 
each  month.  Advertising 
mg  date  is  one  month  pre| 
mg  date  of  issue. 

Frequency  discounts 
able.  Payment  must  ace 
pany  order  unless  fromj 
credited  agency. 

FOR  ADDITIONAL  INFORMATIij 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSI 

60  Fifth  Avenue'New  York.  NY  1 

(212)  620-2440 


frrbes  Market/ 


^  PRECIOUS  METALS 


PRECIOUS  METALS 


in  United  States  Mint 
22  KT.  GOLD 

Now  wear  the  American  flag  with  new  pride: 
Choose  pendant  (complete  with  18-inch 
chain)  or  lapel/tie  pin.  Both  styles  superbly 
crafted  from  United  States  Mint  22  KT.  Gold 
Bullion  Eagle  Gold  Pieces  are  $200  each,  or 
in  14  KT.  Gold  $100  each.  (Add  $5  ea.  for  in- 
sured delivery.)  Enjoy  the  classic  beauty  of 
this  Florentine  hand  finished  genuine  Gold 
jewelry  that's  always  in  fashion.  Full  money 
back  guarantee.  No  sales  tax.  Mail  check  or 
credit  card  information. 

Exclusively  from 

*  scious  Metals •  3  N.  New  Street*  Dept.  BP04.  Dover,  DE 19901. 

Visa  •MasterCard 
American  Express 


wrge  your  order, 
7  days)  toll  free 


1-800-443-9393 


REAL  ESTATE 


I  

-      Mountain  Valley 
ins    national    forest.     5,900 
,  all  deeded;  768  irrigated,  3 
,..  streams.   Trout  fishing,   elk, 
l   &  antelope  hunting  right  on 
lj  anch.  Owners  log  residence, 
j  )  square  feet,  4  bedroom  guest 
\  *,     3     bedroom     foreman's 
I  e,  8  stall  equestrian  stable  & 
it  locks,  indoor  arena.  Lots  of 
s,  sheds  etc.,  all  in  excellent 
Mition.  Mineral  rights  includ- 
J  Located  near  Buffalo,  Wy.  A 
4 t  town  with  good  schools.  Up- 
I  ate  hospital,  full  service  air- 
1  $1,900,000. 
LAIR  ROBINSON,  Realtor 
Box  27— Buffalo,  WY  82834 
(307)  684-5571 


lCOAST  NH  LOTS/CONDOS 

|  )DY  POINT  on  Great  Bay,  New- 

iet.  Unique  conlernp  design  townhomes 
slom  interiors.  Located  in  environmen- 
protected  wildlife  shoreline  setting 
IIRECT  OCEAN  ACCESS.  Priced 
S225K.S315K.  Call  The  Cheney  Co  s 
659-2351  for  info  and  directions. 
I 


WANT  TO  BUILD 
HUTMENTS  WITH 

srn  vi  cash  flow? 

ILL  WEATHERBILT: 

800/445-8389. 
TENNESSEE  615/528-2802. 


RESORT  CON  DOS 

Priced  For  Bulk  Sale 
OCEAN-LAKE-SKI 

4  Locations/93  Units 

Call  or  Write  Owner 

MID-ATLANTIC 

RO.  Box  55TI 

Martinsville,  Va.  24115 

0-638-5253  or  703-632-7101 


YACHTS 


►NATE  YOUR  PROPERTY 
Kit  -  Airplane  -  Real  Estate 

eive  large  cash  advance  plus 
stantial  tax  savings. 

Few  tax  shelters  left! 

\MERICAN  INSTITUTE 

800-826-6840 

FL:  305-772-5773 


HONOR  A  FRIEND,  CLIENT  OR 
ASSOCIATE  WITH  THE  MOST 
UNIQUE,  RULER  EVER  MADE 


0\E 
POUND  PURE 
SILVER  RULER! 

practical,  elegant,  engraved  to  order 

It  takes  over  one  ounce  of  Silver  to  make 
every  inch  of  this  unique  12-inch  ruler.  It 
weighs  precisely  one  troy  pound  of  999  fine 
bullion  Silver,  the  richest  it  is  possible  to 
use. 

Each  is  a  unique  "edition  of  one,"  hand 
engraved  with  your  name  or  the  name  of 
the  friend,  valued  client  or  associate  you 
wish  to  honor,  (or  any  other  message). 

A  unique,  enduring  way  to  measure 
achievement — and  honor  it.  Minted  in  a 
rich  Florentine  Finish  with  inch  and  met- 
ric scales,  and  engraved  to  order  at  $300, 
plus  $5  shipping  and  insurance  each  or  in 
deluxe  velvet  lined  case  of  genuine  Walnut 
$329  plus  $5.  No  tax. 

AVAILABLE  EXCLUSIVELY  FROM: 
Precious  Metals  ■  Dept    BN05 
3  North  New  St.,  Dover.  Delaware  19901 
TO  ORDER:  Send  Check  or  money  order,  specify- 
ing quantity  and  engraving  instructions  and  reg- 
ular or  deluxe.   For  fastest  service,  order  by 
telephone,  seven  days  and  charge  to  MasterCard, 
Visa,  or  American  Express. 

CALL  TOLL  FREE: 

1-800-443-9393 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  oJd  friends 

^F~    jo     J>v 

We'll  narrow  your  closet 

m        •  o  omw     ^ 

k    classics  to  a  stylish  3 '/«"  (or 

m          oojr 

■  state  width|  Great  birrh- 

jqpo 
■      jcjjPboc 

m    «o  o  o  o  ■ 
^L.AWo  o  o  o    a 

1         day  or  Christmas  gtft 

m  Send  SI 3  50  lor  each  set 

of  3  ties  to 

SLIM  TIES  CO. 

70i  Welch  Road  Sie   1119B 

Paio  Alto  CA  94304                  (415)656-6262 

YACHTING 


WANNA  GO  FISfflN'? 

MARLIN-TUNA  •  SAILS 

BEST  BOATS  IN  THE  HOT  SPOTS 

MEXICO  •  BAHAMAS  •  AUSTRALIA 

FLORIDA  •  AZORES  •  VENEZUELA 

BEKOFF  YACHTING  SER1CE 

(305)  463-M2 


WINE  CELLARS 


WINE  CELLARS 


BUV 


TV\e 


Best 


WlNECELLARS 

MorJel                                             RelaM  yourCosi 
440  bottles                                  $2494    $1495 
700  Shown  at  right                     3495      1995 
600  Double  Cabinet  (Isolated)  3995 
Separate  Cooling  Units  42°/55° 
880  Double  unit                          4495 
220  Space-saver                          1995 
296  Credenza  (Low-Boy)           2495 
40  btl.  glass  door,  lock  &  light    599 
60  btl,  glass  door 699 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
W1NECELLARS-USA      800/421-8045      lnCA:213/937-3221 
*  839So.LaBreaAve   *  Los  Angeles.  C  A  90036  *  Olympic  Sales  Co. 
*Visa/MC/AmEx/Discover*WeShipAnywhere!*        Since  1947 


2795 

1195 

1495 

499 


599_2^od^°° 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


100%  cotton/Your  Logo! 
Call  Toll  Free  for  Free  Cloth  Samples 

The  biggest  difference  between  a  Queensboro  Shirt  and  a  Lacoste  or  Ralph 
Lauren  polo  shirt  is  that  a  Queensboro  Shirt  comes  with  YOUR  logo  or  design. 
A  novel  idea  in  a  world  crying  out  for  innovation,  minimum  order  just  six 
shirts.  100  shirts  cost  only  $16.50  ea.  For  a  price  list  brochure  and  FREE 
CLOTH  SAMPLES  call  1-800-84-SHIRT  (in  NY  718-782-0200). 

The  Queensboro  Shirt  Company 

Dept  F.7,  119  N  11th  St,  Greenpoint,  NY  1211 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC®  — the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Orionic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Covered 
by  health  plans.  Send 
for  free  information. 

Clinical  studies  avail- 
able to  physicians. 
GENERAL  MEDICAL  CO. 
Dept  FOB  #13 

1935  Armacost  Ave 
Los  Angeles,  CA  90025 


EXECUTIVE  GIFTS 


Your  Name 
or  Logo  on 
Corporate 
Imagewear: 

_MBROIDERED 
m      CAPS,      shirts, 

jackets  &  more 
Call  Ms  Titus  for 

FREE  CATALOGUE 

at  800-792-2277 
In  CA  800-826-8585 

San  Francisco  Embroidery  Works 
3952  Point  Eden  Way 
Hayward,  CA  94545 


Mohican  Studios 

Bronze  Sculptures a 
Call  or  write  tor  catalog 
1219  University  Ave.  S.E. 
Minneapolis.  Minnesota 
55414 

All  inquiries  are 
confidential  — . 
$1750  to  $3125* 
(612)379-4336 


^Corporate 
Ties 

(150  pc  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


* 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 

CT  06807  •  ISA. 

Dept-F  (>03)  869  3006 


- 


Florida  Today  Interview  (continued  from  page  m 


The  slide  in  the  value  of  the  dollar  makes  foreign  inves- 
tors wary  of  American  securities,  because  they  don't  know 
what  the  dollar's  worth.  And  when  the  government  itself 
is  encouraging  the  extent  and  continuation  of  the  drop,  it's 
very  dangerous.  So,  I  wish  the  President  would  tell  Mr. 
Baker  to  cease  and  desist. 

FT:  What  about  the  crash  with  the  devaluation  of  stocks? 

MSF:  Again,  it's  vastly  overdone,  but  there  probably  will 
be  more,  judging  by  the  way  the  market  is  behaving. 
People  are  scared  of  common  stocks.  They've  taken  the 
money  out,  putting  it  in  CDs,  savings  and  other  instru- 
ments guaranteed  by  the  government. 

Most  stocks  are  immensely  undervalued  today.  What's 
happening  is  nobody's  buying  common  stocks — people  are 
feeling  nervous  about  them;  professional  and  institutional 
investors  are  figuring  what's  going  to  go  lower,  so  they 
don't  buy.  The  thing  feeds  on  itself. 

The  stock  market  is  not  below  what  it  was  a  year  ago, 
actually.  And  a  year  ago,  did  you  feel — did  the  country  feel — 
that  things  were  depressed  ?  No.  But  when  it  went  up  in  nine, 
ten  months  and  lost  it  all  in  one  day,  it  shook  people  up. 

FT:  What  happened?  Why  did  it  fall? 

MSF:  A  combination  of  things.  There  was  a  lot  of  ner- 
vousness. We  solved  that  one  though:  Now  they  don't 
have  to  be  nervous  about  the  market  being  too  high. 

The  deficits  are  a  factor,  but  not  in  relation  to  the  GNP  of 
the  country.  Our  national  debt  is  not  as  great  as  it's  been  at 
other  times,  in  proportion  to  the  gross  productivity  of  the 
country — the  GNP.  But  the  fact  is,  it  has  kept  its  accelerat- 
ing climb.  That  precedent  is  dangerous. 

The  real  villain  in  the  struggle  to  balance  the  budget  has 
been  defense  spending.  I  know  well,  and  personally  like, 
[former  Secretary  of  Defense]  Cap  Weinberger,  but  he's 
been  an  expensive  disaster.  He  wouldn't  make  choices 
between  systems.  Each  one  of  the  services  told  him  what 
was  essential  and  he  had  the  President's  ear  on  defense  and 
said,  "We've  got  to  have  this,  Mr.  President.' 

The  President  said  one  thing  he  would  not  short-change 
is  defense,  so  we're  spending  and  spending.  Each  service  has 
its  own  antimissile  defense,  its  own  version  of  the  airplane. 
That's  crap.  They  needed  a  sensible,  intelligent,  tough  guy, 
and  we  would  have  been  as  strong  with  billions  less. 

FT:  How  does  this  relate  to  the  Reagan-Gorbachev 
summit? 

MSF:  The  deceleration  of  multiplying  atomic  weapons  is 
very  useful.  We  felt  we  could  spend  them  broke.  Well, 
they're  broke,  but  we're  not  in  such  good  shape  either. 

We  would  have  everything  to  lose  by  doing  away  totally 
with  atomic  weapons.  They've  been  the  shield  of  the  Free 
World.  But  it's  absurd  multiplying  the  capacity  to  destroy 
the  globe  50  times  over.  Now  instead  of  going  up  to  55 
times,  we'll  go  down  to  where  it's  48  times  we  can  destroy 
the  globe.  That  is  important,  simply  because  of  the  cost — 
not  the  morality.  It's  the  cost  factor. 

FT:  Do  you  really  feel  the  Russians  arc  a  threat?  Why? 

MSF:  When  anybody  feels  threatened,  they  also  are  a 

threat.  The  Russians  have  four  to  live  times  as  many 

weapons  as  we  do.  I'm  talking  about  tanks  and 

I  bey  could  overrun  Europe,  in  all  prob- 

vithin   two  minutes   in   terms  of  conventional 


capability.  We'd  be  unsensible  not  to  feel  threateml 
because  they  feel  threatened  by  a  free  country  with  t| 
strength  of  the  United  States. 

FT:  What  is  the  nature  of  the  threat? 

MSF:  I  don't  think  the  threat  to  free  enterprise  coml 
from  communism  as  an  ideological  battle.  Heaven  knovl 
communism  economically  isn't  working.  They're  havil 
creeping  capitalism  almost  weekly  now  so  they  can  moj 
vate  people.  They  do  that  by  letting  them  keep  a  little  [ 
what  they  can  earn  by  their  own  efforts. 

So,  I  don't  think  any  longer  it's  an  ideological  threat.  l| 
a  very  real  military  capability  and  we  have  no  sympattj 
each  with  the  other,  in  terms  of  philosophies  of  gover| 
ment.  We're  just  not  on  the  same  wavelength. 

What  they  call  a  democratic  people's  republic  is  what  \l 
would  call  a  dictatorship.  The  use  of  words  for  differel 
meanings  may  have  clouded  the  issue  a  bit,  but  basicall 
even  the  person  most  critical  of  the  free  countries  and  t\ 
shortfalls  of  capitalism — of  which  there  are  still  plenty! 
sees  that  communism  as  an  economic  system  doesr 
make  sense.  And  they've  seen  that  it  does  involve  a  tot 
loss  of  freedom  in  the  name  of  everybody's  freedom. 

The  Russians  are  not  rebellious,  just 
pretty  cynical  about  their  own  govern- 
ment. They've  got  real  class  distinctions 
there.  Within  the  framework  of  their 
economy,  [Party  members]  are  the  upper 
crust.  So,  what's  different  about  that? 
It's  just  who's  got  the  crust. 


FT:  When  you  visited  the  Soviet  Union  did  you  get  a  fe 
for  what  the  people's  lives  are  like? 

MSF:  Yes,  wc  went  all  through  the  whole  country.  Yc 
don't  get  a  feeling  of  happiness  there.  But  their  love 
Russia  is  very  real. 

The  motorcycle  group  included  my  son,  daughter  at 
three  friends.  There  was  no  feeling  of  hostility  per 
toward  us  as  Americans.  They  seem,  well,  disgruntle 
Because  it  doesn't  matter  if  they  serve  you  breakfast  in 
hurry  or  if  they  have  happy  customers;  because  their  job 
hours  and  compensation  aren't  going  to  change.  So  nj 
body's  into  what  they're  doing.  It's  just  a  chore. 

They're  not  rebellious,  just  pretty  cynical  about  the 
own  government.  They've  got  real  class  distinctions  ther 
If  you're  a  member  of  the  Party  and  you've  got  clout,  yot 
children  go  to  the  best  schools,  you  get  tickets  to  th 
ballet.  Within  the  framework  of  their  economy,  they'i 
the  upper  crust.  So,  what's  different  about  that?  It's  juj 
who's  got  the  crust. 

FT:  To  what  do  you  credit  your  success? 

MSF:  Happiness  is  doing  what  turns  you  on.  The  trut 
about  running  a  business  is  that  you  have  to  hire  peopl 
who  are  better  than  you  are  at  what  you're  doing.  To  d 
that,  you  have  to  discover  them,  encourage  initiativt 
compensate  them — compliments  are  no  substitute  fc 
pay,  but  pay  without  appreciation  isn't  sufficient  ei 
ther — and  trust  their  opinions  .  .  .  particularly  when  the 
are  in  agreement  with  my  own. 
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most  important  document  pro- 
sd  by  a  company  each  year  is  its 
ual  report.  And  the  most  im- 
ant  audience  to  receive  their 
iments  can  be  reached 
»ugh  Forbes  Spring  Annual 
ort  Section.  Specifically 
gned  for  public  companies, 
section  is  the  ideal 
ins  to  distribute  your  an- 
J  report  in  full  color 
merica's  most  powerful 
ividual  and  institu- 
lal  investors. 


Its  Eff 


Forbes'  previous  Annual  Report  Sections  have  demonstrated 
a  strong  record  for  generating  quality  responses  for  advertisers. 
Forbes  will  produce  pressure-sensitive  address  labels  for  all 
respondents  indicating  interest  in  your  company  and  mail 
them  to  you  at  regular  intervals  as  they  are  received.  Last 
year  many  advertisers  received  nearly  7,000  individual  requests 
for  annual  reports. 

Take  advantage  of  this  outstanding  opportunity  for  annual 
report  advertisers.  Reserve  your  space  in  the  Spring  Annual 
Report  Advertising  Section  today.  For  reservations  or  further 
information,  use  the  coupon  provided  or  call:  Sarah  Madison, 
(505)275-1282/3- 


:  Date:  May  30,  1988 
Closing  Date:  April  1,  1988 


he  low  cost  of  $3,890  for  a  1/8  page,  four-color  advertise- 
■A  ($3,770  for  B/W),  and  only  $7,780  for  a  1/4  page,  four- 
>r  unit  ($7,540  for  B/W),  Forbes  will  feature  the  cover  of 
r  annual  report  along  with  the  highlights  of  the  report  to  a 
scriber  market  that  owns  over  $477  billion  in  corporate 
:k.  A  2x  order  for  May  30  and  November  28  will  earn  a  10% 
x>unt  on  the  November  28  ad. 


bes  will  handle  all  production  charges,  including  typeset- 
l  and  film  separations,  for  advertisers  in  the  section.  Simply 
d  us  either  a  color  slide,  black  and  white  photograph  or 
•y  of  your  annual  report  along  with  65  words  of  descriptive 
>y  (up  to  130  words  for  1/4  page  units)  and  Forbes  will 
e  care  of  the  rest. 


5800  Eubank  N.E. 
Albuquerque,  N.M.  87111 
Attn:  Sarah  Madison 


Please  send  information  on  advertising  in  the  Spring 
Annual  Report  Section. 
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Streetwalker 


Edited  by  Thomas  Jaffe 


Roben  Hower/Quadrani 


Tow  truck  on  the  way? 

Allen  Group  Inc.  (1987  sales,  $348 
million)  made  good  money  in  the 
late  Seventies,  thanks  to  its  antenna 
division,  which  cashed  in  on  the  citi- 
zens band  radio  craze.  But  then  the  CB 
fad  faded,  and  by  1982  Allen  was  in 
the  red.  It  recovered  smartly  on  the 
strength  of  its  test  and  services  busi- 
ness, which  manufactures  automo- 
tive diagnostic  devices.  Alas,  this 
didn't  last  either. 
Earnings,  a  record  $1.82  a  share  in 

1985,  fell  to  $1.23  a  share  in  the  red  in 

1986.  Last  year  Allen  lost  $2.70  a 
share  from  continuing  operations  and 
is  expected  to  run  in  the  red  again  in 
1988.  The  stock?  It's  been  all  over  the 
place  in  the  past  year.  The  8.2  million 
Big  Board  shares  got  as  high  as  183/4  in 
March  1987,  were  down  to  5Vi  in  De- 
cember and  lately  have  been  selling  at 
around  10. 

No  surprise:  Allen  is  now  a  take- 
over candidate.  It  still  is  in  some  nice- 
ly profitable  businesses  such  as  re- 
placement radiators  and  truck  cabs. 
Straws  in  the  wind:  Great  American 
Management  &  Investment,  con- 
trolled by  Sam  Zell,  owns  9.35%  of 
the  8.2  million  NYSE  shares.  Last 
month  Walter  Kissinger  (Henry's 
younger  brother)  resigned  as  chair- 
man and  chief  executive.  At  the  same 
time,  the  company  announced  it  had 
received,  and  rejected,  an  unsolicited 
offer  (the  bidder  was  not  identified). 

A  longtime  observer  of  the  compa- 
ny tells  Streetwalker  he  expects  a  deal 
is  coming  before  year's  end.  His  ad- 
vice is  to  buy  on  weakness  below  10, 
and  look  for  an  eventual  takeout  price 
of  $12  to  $16  a  share. 


Shoe  shine? 

Is  U.S.  Shoe  Corp.  being  fitted  for  a 
takeover7  Recently  the  stock  was 
up  to  20%  on  heavy  volume.  But  look 
twice  before  buying  into  this  $2.15 
billion  (estimated  sales)  hodgepodge 
of  shoemaking  and  retailing  as  well  as 
assorted  women's  wear  chains.  With- 
out a  takeover  the  stuck  could  drop 
sharply.  Earnings  peaked  in  1983  at 
$1.71  a  share,  and  evei  since  it's  been 
one  stubbed  toe  afi  ,  another  for  the 
Cincinnati-i  m. 

U.S.  Shoe's  lea  iil  chain,  Ca- 


knsCrafeir"' 

■■■^■— 

..  _.  ._i. 

One  of  U.S.  Shoe's  optical  superstores 
Look  twice. 


sual  Corner,  had  several  years  of  suc- 
cess selling  medium-to-higher-priced 
clothes  for  working  women.  Trouble 
is,  the  company  stuck  with  that  for- 
mula too  long  and  it  went  stale. 
Meanwhile,  its  Front  Row  off-price 
apparel  stores  bombed;  no  more  are 
being  opened  and  last  year  six  were 
sold  in  Houston.  Also  gone  are  the  J. 
Riggings  (menswear)  and  the  Home 
Front  (linens  and  domestics)  chains. 

Right  now  fundamentals  are  mixed. 
In  shoe  retailing,  the  company  got  rid 
of  most  of  its  leased  departments  and 
sold  its  noncaptive  stores.  It  stopped 
making  men's  shoes.  It  has  built  up  a 
strong  import  operation  in  women's 
shoes,  which  supplies  about  half  the 
footwear  it  sells  in  the  U.S.  (The  other 
half  it  still  manufactures  here.)  U.S. 
Shoe  may  finally  have  a  bona  fide 
growth  division  on  its  hands:  $300 
million  (sales)  LensCrafters,  a  240- 
strong  chain  of  optical  superstores. 

Analyst  Edward  Johnson  of  Pres- 
cott,  Ball  &  Turben's  Johnson  Red- 
book  Service  admits  U.S.  Shoe  could 
be  worth  at  least  $30  a  share  as  a 
bustup,  some  50%  above  market. 
What's  more,  insiders  own  only  3%  of 
the  44.6  million  NYSE  shares. 

But  on  fundamentals  his  advice  is 
to  steer  clear.  Johnson  thinks  the 
company  will  earn  $1.50  a  share  for 
the  fiscal  year  ending  Jan.  31,  1989 — a 
healthy  gain  over  the  88  cents  he  esti- 
mates for  the  year  just  ended — but 
still  only  enough  to  support  a  price  of 
maybe  $15  a  share,  given  U.S.  Shoe's 
erratic  record.  Pass. 


Oops 

Last  fall  (Oct.  19,  1987)  analyst 
I  Craig  Dickson  of  Charlotte, 
N.C.'s  Interstate  Securities  put  out  a 
glowing  buy  on  West  Co.,  the  world's 


largest  manufacturer  of  packagin 
components  and  systems  for  the  phai 
maceutical  industry.  Price  at  th 
time:  19»/4.  West  (1987  sales,  $25 
million)  is  the  leading  producer  c 
such  items  as  metal  seals  for  inject 
able  drug  bottles  and  rubber  stopper: 
Dickson  foresaw  steady  15%-pli 
profit  growth. 

But  1987  earnings  came  in  at  a  di 
appointing  85  cents  a  share,  nearl 
30%  below  his  $1.10  estimate  for  th 
year.  Charges  relating  to  waste  clean 
up  at  one  of  West's  former  plants 
New  Jersey  nicked  earnings  bad! 
and  Dickson  now  fears  there  may  b 
more  environmental  charges  to  come 
The  company  is  also  being  penalize< 
by  currency  losses  in  Brazil  and  b 
higher  interest  and  depreciation  ex 
penses.  The  analyst  has  cut  his  198f 
earnings  estimate  from  $1.40  a  shar< 
to  $1.10  and  is  telling  clients  th< 
stock — recent  price  of  15 — is  a  sell. 


Watts  happening 

Watts  Industries,  Inc.  of  North 
Andover,  Mass.  has  changec 
with  the  times.  Watts  (estimatec 
sales,  $170  million)  was  founded  ir. 
1874  to  make  steam  regulators  for  th 
New  England  textile  industry.  Toda> 
Watts  designs,  manufactures  and  dis 
tributes  valves  for  water  flow  am 
safety,  water  quality,  steam  and  in 
dustrial  uses.  Over  the  past  ten  years, 
sales  and  earnings  have  compounded 
at  16%  and  20%  a  year,  respectively. 

What's  Watts'  secret?  There  are 
several,  including  efficient  vertically 
integrated  manufacturing;  a  broads 
5,000-item  product  line;  an  effective 
independent  distribution  network; 
and  a  clever  acquisition  strategy 

The  valve  market  is  growing  only 
3%  a  year,  but  Watts'  replacement 
business  now  accounts  for  about  45% 
of  sales.  More  significant,  says  analyst 
Michael  Tooke  of  Boston-based  New 
England  Equity  Research,  Watts  has 
moved  aggressively  into  water-quali 
ty  products,  a  market  growing  15%  to 
20%  a  year. 

For  the  fiscal  year  ending  June  30, 
Tooke  estimates  net  income  will  be 
$19.1  million,  or  $1.52  a  share,  up 
32%  over  the  previous  year.  For  fiscal 
1989,  he's  looking  for  $1.85  a  share. 
So,  at  a  recent  price  of  23  over-the- 
counter,  Watts  is  selling  for  15  times 
his  projection  for  the  current  fiscal 
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par,  and  for  just  12  times  his  next 
jar's   estimate.   There   isn't   much 
|jng-term  debt,  and  there  is  $3.09  a 
lare  in  cash. 

There  are  12.6  million  shares,  about 
fenly  divided  between  class  A  and 
ass  B  stock  (the  latter  carries  a  10-to- 
voting  advantage).  The  Home  fam- 
y,  which  took  control  of  Watts  in 
?17,  owns  nearly  50%  and  controls 
ound  90%  of  the  total  votes.  Besse- 
ler  Securities  owns  another  8% . 


nited  we  stand 

'  nsurance  analyst  Thomas  Richter 
pL  of  Atlanta's  Robinson-Humphrey 
IjO.  thinks  there  are  real  buys  today 
mong  the  better  specialty  insurers. 

Many  of  these  are  by  nature  high- 

I  rowth  companies,"  he  says,  "but 
iewing   current   P/Es,   you'd   think 

•leir  growth  ended  years  ago."  One  of 
is  favorites  is  $116  million  (reve- 
ues)  United  Insurance  Cos.,  Inc.  of 

!-ving,  Tex.  Recent  o-t-c  price:  I6V4, 

II  a  P/E  of  only  seven  times  what 
ichter  expects  it  to  earn  this  year. 

United's  main  business  is  selling 
•roup  policies  to  self-employed  indi- 
iduals  who  run  businesses  with  ten 
r  fewer  employees.  These  are  mar- 
:eted  through  a  general  sales  agency 
'hat,  while  not  part  of  United,  is 
f'Wned  by  Ronald  Jensen,  United's 
hairman.  Jensen,  57,  is  nothing  if  not 
■  nterprising.  He  also  founded  Life  In- 
vestors of  Cedar  Rapids,  Iowa,  which 
•underwrites  many  of  United's  poli- 
ies.  (He  made  a  killing  by  selling  Life 
nvestors  to  Dutch  insurer  Aegon 
;4.V.  in  1982  for  nearly  $200  million.) 
1  United's  main  market  is  the  Na- 
ional  Association  for  the  Self-Em- 
>loyed.  NASE,  founded  in  1981,  has 
iver  100,000  members,  but  they  rep- 
esent  only  1.5%  of  the  nation's  7 
trillion  self-employed  individuals. 
BASE'S  growth  potential,  says  Rich- 
er, is  considerable.  And  as  NASE 
?ows,  he  figures,  so  will  United. 

Last  year  United's  fully  diluted 
:amings  increased  14%,  to  $1.90  a 
share.  In  1988  Richter  expects  a  24% 
;ain,  to  $2.35  a  share. 

Richter  is  betting  Jensen  will  hit 
mother  home  run  with  United. 

There  are  3.5  million  fully  diluted 
shares  outstanding.  The  Jensen  family 
jwns  25.5%;  Life  Investors  6%.  Also 
it  note:  Templeton,  Galbraith  & 
rlansberger  and  Wellington  Manage- 
ment Co.,  two  leading  money  man- 
igement  firms,  have  small  holdings. 
5o,  while  the  stock  is  thin,  it  could  be 
well  worth  the  effort  to  accumulate 
an  weakness. 
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Forbes^ 
Lake  of  the 
Ozarks.  " 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 
Obtain  the  Properly  Report  required  by  Federal  law 

and  read  it  before  signing  anything  No  Federal 
agency  has  judged  the  merits  or  value,  if  any.  of  this 

property  Equal  Credit  and  Housing  Opportunity. 

Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered 


1988  Multinational  Executive  Travel  Companion, 

the  only  business-travel  guide  of  its  kind,  covers  over 
1 47  major  cities  worldwide  (27  in  USA  alone)  and  pro- 
vides you  with  the  hard-to-find  information  you  need 
on  the  •  best  time  for  business  trips  and  appoint- 
ments •  latest  requirements  for  passports,  visas,  in- 
oculations/vaccinations and  health  certificates 
•  climate,  what  to  wear  and  when  •  general  health 
advice  •  local  business  holidays  •  current  trade 
fairs/expositions  •  business  hours  •  social  eti- 
quette/business protocol,  what  to  do  and  not  to 
do  •  current  economic  conditions  •  airport  entry 
and  exit  information  •  airlines  service  •  car  rentals 
availability  •  the  best  hotels,  restaurants,  and  enter- 
tainment •  selective  shopping  •  credit  cards  accep- 
tance •  business  travel  costs  in  major  cities  • 
telephoning  tips  •  useful  words  and  phrases  in  dif- 
ferent languages  •  tipping  advice  •  and  much  more 

•  Assists  and  guides  you  in  75  major  trading  coun- 
tries •  Over  670  pages  •  It  makes  your  business 
trips  most  productive  and  enjoyable  •  Unique.  In- 
dispensable. Highly  regarded  and  used  by  thousands 
of  traveling  executives  in  160  countries  •  On  your 
next  business  trip,  don't  leave  your  office  without  it 

•  19th  annual  edition  •  Free  4-page  descriptive 
brochure  •  Free  Bonus  (value  of  $15)  with  purchase 
of  this  guide  •  Supply  is  limited  •  Priced  at  $60  in 
USA  ($80  outside  USA)  includes  airmail  delivery,  from: 
Multinational  Executive  Inc.,  Dept.  FB-881 , 

P.O  Box  92,  Cambridge,  Mass  02238,  U.S.A. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  H8 
Ft.  Garland,  CO  81133. 


'.o  Federal  agency  has 
ft  statement  and  ottering 
i'S  not  constitute  approval 
nry  ol  Statehas  in  any  way  passed 
xi  request,  from  Sangre  de  Cristo 
NSion  permits  this  property 
Obtain  the  New  Jersey  Public 
tda  AD  20537 
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Edited  by  Dero  A.  Saunders 


"The  moie  things  change. . . ." 
Items  from  past  issues  of  Forbes 

iixty  years  ago  in  Forbes 

■rom  the  issue  of  April  1,  1928) 

The  wild  ongoings  in  the  New  York 
itock   market   occasion   uneasiness, 
i  )ut-and-out  gamblers  have  disgrace- 
ally  abused  the  legitimate  machinery 
f  the  Stock  Exchange.  When  a  stock 
tises  more  than  $20  overnight  and 
umbles  the  same  amount  in  a  hand- 
I  lap;  when  more  than  the  total  out- 
I  tanding  shares  of  a  company  changes 
lands  in  less  than  a  week  at  violent 
iluctuations;     when    half    a    dozen 
tocks  are  churned  to  the  extent  of 
nore  than  1  million  shares  in  five 
tours,  then  the  security  market  no 
pnger  reflects  actual  business  devel- 
i  tpments  but  becomes  a  gigantic  Mon- 
e  Carlo." 

To  understand  Florida  one  should 
lot  compare  her  with  California  or 
Contrast  her  with  the  Middle  West. 
Dne  should  compare  her,  rather,  with 
he  automobile,  with  the  advent  of 
he  railroads,  with  the  appearance  of 
he  newspaper  and  the  telegraph, 
vith  the  coming  of  electric  power 
ind  light  service,  or  with  some  simi- 
ar  phenomenon  marking  a  turning 
>oint  in  American  civilization." 

Fifty  years  ago 

From  the  issue  of  April  1,  1938) 


The  1930s:  Diesel  power  invades  the  farm 

"Nearly  one-third  as  much  new  diesel 
horsepower  went  to  work  in  the  U.S. 
last  year  as  in  all  the  16  years  previ- 
ous. Five  years  ago,  less  than  $5  mil- 
lion worth  of  diesels  were  sold  in  this 
country.  Last  year  sales  totaled  nearly 
$125  million  for  engines  alone,  and 
accessories  essential  to  their  opera- 
tion brought  half  as  much  more." 

"Developments  in  American  foreign 
policy  during  the  next  few  months 
may   appear   oonfusing,    unless   one 


Market  dominance:  Kodak  film,  cameras,  processing,  Kodak  just  about  everything 


keeps  in  mind  the  central  objective 
toward  which  President  Roosevelt  is 
aiming.  The  White  House  is  cordial  to 
all  suggestions  looking  to  defeat  of  the 
Rome-Berlin-Tokyo  understandings. 
As  some  ranking  officials  see  the  situ- 
ation, a  strong  alliance  should  be  de- 
veloped among  the  'democratic'  pow- 
ers. President  Roosevelt  embraces 
this  suggestion  more  vigorously  than 
do  most  of  his  advisers  on  foreign 
affairs." 

Twenty-five  years  ago 

(From  the  issue  of  April  1,  1963) 

"Why  doesn't  Kodak  sit  back  and  en- 
joy the  profits  from  catering  to  the 
amateur  snapshooter?.  .  .  The  answer 
is  that  Kodak's  basic  business  is 
throwing  off  a  good  deal  more  cash 
than  it  can  possibly  use  in  that  busi- 
ness. Even  with  a  dividend  payout 
that  is  extremely  liberal  for  a  growth 
company  (56%  on  average  over  the 
past  ten  years),  Kodak  last  year  alone 
piled  up  something  like  $95  million 
in  cash  flow  after  paying  dividends. 
Thus  it  is  better  for  Kodak  to  invest  in 
businesses  where  it  has  a  chance  of 
making  even  an  average  profit  than  to 
add  further  to  its  already  bulging  cash 
hoard." 

"At  long  last  the  market  for  color 
television  receivers  is  booming.  Where 
the  industry  produced  little  more  than 
200,000  color  sets  in  1961,  last  year 
output  more  than  doubled  to  an  esti- 
mated 434,000  sets.  This  year  opti- 
mists think  it  can  hit  750,000.  For  no 
company  is  the  boom  sweeter  news 
than  Radio  Corp.  of  America.  The  first, 
and  for  a  painfully  long  time  the  only, 
outfit  trying  to  build  the  market  for 
color,  RCA  got  two-thirds  of  the  color- 
set  business  last  year  and  sees  no  rea- 
son why  things  should  change." 


Ten  years  ago 

(From  the  issue  of  April  3,  1978) 

"Considerable     structural     changes 

have  occurred  in  S&L  lending  and  bor- 
rowing since  the  1960s  and  early 
1970s — all  of  it  for  the  better.  I'd  go  as 
far  as  to  say  that  a  substantial  drop  in 
savings  this  year  could  turn  out  to  be 
an  opportunity  for  the  California 
S&Ls  rather  than  a  problem.  It'll  al- 
low us  to  prove  we  can  do  well  even 
during  periods  of  adversity." 

— California  S&.L  executive 


Quaker  Oats'  Luther  McKinney  celebrates 
Quaker's  1978  defeat  of  the  FTC 

"For  decades  it  was  generally  agreed 
by  people  in  the  know  that  taxes  on 
income  were  fairer  than  taxes  that  fell 
on  consumption.  But  now  a  scholarly 
British  study  suggests  that  people 
should  be  taxed  on  what  they  spend 
rather  than  on  what  they  earn.  Headed 
by  a  Nobel  prizewinner,  James  E. 
Meade  of  Cambridge  University,  the 
British  study  group  [suggests)  that  peo- 
ple not  be  taxed  on  that  portion  of  their 
cash  flow  that  is  saved  or  invested." 
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A  person  must  try  to  worry  about 
things  that  aren't  important  so 
that  he  won't  worry  too  much 
about  things  that  are. 
Jack  Smith 


We  are  offended  and  resent  it 
when  people  do  not  respect  us; 
and  yet  no  man,  deep  down  in 
the  privacy  of  his  heart,  has 
any  considerable  respect 
for  himself. 
Mark  Twain 


We  poison  our  lives  with  fear 
of  burglary  and  shipwreck  and, 
ask  anyone,  the  house  is  never 
burgled  and  the  ship 
never  goes  down. 
Jean  Anouilh 


If  pleasures  are  greatest  in 
anticipation,  just  remember 
that  this  is  also  true 
of  trouble. 
Elbert  Hubbard 


Unhappiness  does  make 
people  look  stupid. 
Anatole  France 


I  sought  in  doubt  a  remedy 
for  anxiety.  The  remedy  ended 
by  making  common  cause 
with  the  disease. 
E.M.  Cioran 


Freedom  from  worries  and 
surcease  from  strain  are 
illusions  that  always 
inhabit  the  distance. 
Edwin  Teale 


A  man  should  always  consider 
how  much  he  has  more  than  he 
wants,  and  how  much  more 
unhappy  he  might  be 
than  he  is. 
Joseph  Addi 


What  man  knows  i  a  here  at 

war  with  what  he  wants. 
Joseph  Wood  ! 


Thoughts 

on  the  Business  of  Life 


Do  you  worry?  If  so,  begin  at  once 
to  fight  the  tendency  by  never 
giving  yourself  time  or  opportunity 
to  worry.  Turn  resolutely  to  work, 
to  recreation,  or  in  any  case  to 
physical  exercise  till  you  are 
so  tired  you  can't  help  going 
to  sleep,  and  when  you  wake  up 
you  won't  want  to  worry. 
B.C.  Forbes 


Worrying  helps  you  some.  It 
seems  as  if  you  are  doing 
something  when  you 
are  worrying. 
Lucy  Montgomery 


In  case  of  doubt,  decide  in 
favor  of  what  is  correct. 
Karl  Kraus 


Anxiety  is  the  interest  paid 
on  trouble  before  it 
falls  due. 
William  Inge 


The  wretched  reflect  either 
too  much  or  too  little. 
Publilius  Syrus 


People  wish  to  be  settled:  only 
as  far  as  they  are  unsettled 
is  there  any  hope  for  them. 
Ralph  Waldo  Emerson 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subiect.  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.  V.  10011.  Add  sales  tax  on  orders  m  New 
York  State  and  other  states  where  applicable. 


There  are  two  days  about  which 
nobody  should  ever  worry,  and 
these  are  yesterday 
and  tomorrow. 
Robert  Burdette 


A  hundredload  of  worry  will 
not  pay  an  ounce  of  debt. 
George  Herbert 


Those  people  who  are 
uncomfortable  in  themselves 
are  disagreeable  to  others. 
William  Hazlitt 


People  are  ridiculous  only 
when  they  try  to  seem  or  to 
be  that  which  they  are  not. 
Giacomo  Leopardi 


Luckily,  I  never  feel  at  one 
time  more  than  half  my  pains. 
Joseph  Joubert 


A  Text . . . 

But  let  every  man  prove  his 
own  work,  and  then  shall  he 
have  rejoicing  in  himself 
alone,  and  not  in  another. 
Galatians  6:4 


Sent  in  by  Calvin  Reid,  Brooklyn,  N.Y. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


It  is  not  only  the  most  difficult 
thing  to  know  oneself,  but  the 
most  inconvenient  one,  too. 
Josh  Billings 


In  headaches  and  in  worry 
Vaguely  life  leaks  away. 
W.H.  Auden 


There  is  only  one  thing  people 
like  that  is  good  for  them: 
a  good  night's  sleep. 
Ed  Howe 
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SOUR  ON 
STOCKS, 
WARY  OF 
BONDS... 

HOW  ABOUT 
INVESTING 
IN  ART? 
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HERE'S  TO  ALL 
THE  CORNERS 
OF  THE  EARTH. 

Here's  to  London's  jolly  cheer. 

Here's  to  old  Frankfurt's  frothy  beer. 

And  Cancun's  water  so  clear. 

Here's  to  those  corners  of  your  mind 

where  you  may  visit  for  a  time. 

Hong  Kong,  Tokyo  and  Taiwan. 

L.A.,  Wichita,  or  West  Palm. 

Just  call  your  travel  agent 

or  the  numbers  below. 

Because  Northwest  offers  20  countries, 

"led  with  corners,  where  you  can  go. 

II  then,  good  luck,  skal,  and  slainte  too. 
They  say  that  in  Dublin. 
It  means  here's  to  you. 

'US  Reservotions  1-800-225-2525,  International  Reservations  1-800-447-4747. 


0 1 986  Northwest  Airlim 
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6k  to  us    northwest  airlines 


THE  BASIC  PHILOSOPHY 

OF  HANSON  AS 

EXPLAINED  BY  A  BBICK, 
A  STBIP  LIGHT, 

A  DOUBLE  SCOTCH  AND 

A  HOT  DOG. 


Hardly  the  four 
most  exciting  objects 
known  to  modern 
man,  are  they? 

Yet  together  they 
illustrate  perfectly  the  wisdom 
of  the  policies  that  we  pursue  at  Hanson. 

Namely,  to  operate  only  within 
industries  which  provide  basic  goods 
and  essential  services  to  proven  markets. 

Now,  some  would  have  you  believe 
that  these  are  "declin- 
ing" industries.  But 
what  do  you  think? 
Are  buildings  no 
longer  built  with  bricks  ?  (We  are  the 
world's  largest  brick  maker.) 

Do  travelers  no  longer  stock  up 
on  duty-free  scotch?  (We  operate  duty- 
free shops  at  London's  Heathrow  and 
Gatwick  Airports.) 

Do  people  retire  to  their  beds 
when  the  sun  goes 
down?  (We  are  the 
-second  largest  lighting 
manufacturer  in  the 
United  States.) 

And  isn't  eating 
hot  dogs  still  one  of 
America's  favorite  pas- 


times?  (We    own    Hy grade    Foods, 
the  second  largest  maker  of 
hot  dogs  in  the  United 
States.) 


The  point 
is  that  our  companies  here 
and  in  the  UK  produce  goods  and 
services  that  meet  basic  human  needs. 

And  using  our  judicious  blend  of 
tight  financial  controls,  decentralized 
management  and  performance  incentives, 
they  also  produce  excellent  returns  on 
capital  employed. 

But  perhaps 
the  most  telling 
testament  to  our 
basic  philosophy  is  not  how  well  our 
companies  have  prospered.  It  is  how 
well  our  shareholders  have  prospered. 

Had  you  bought  $10,000  worth  of 
our  stock  in  1964,  you  would  now. 
at  the  time  of  going  to  press, 
be  sitting  on  an  investment 
worth  over  $600,000. 

On  this  magnificent  sum, 
we  rest  our  case. 


HERE    TODAY 


HANSON 


HERE    TOMORROW 


For  further  information  contact  Karen  Levy.  Investor  Relation*.  410  Park  Avenue,  New  York,  Ni  10022    212-826-0098. 
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THE  NEW  MERCEDES-BENZ  300  CE  COUPE: 

WITH  THE  FUNCTION  ALREADY  SO  ADVANCED,  THE  FORM 

WAS  FREE  TO  PURSUE  ABSOLUTE  BEAUTY 


The  new  300  CE  encases  the  acclaimed  tech- 
nology of  the  Mercedes-Benz  300  Class  in  a 
limited-production  four-place 
sporting  coupe  so  pro- 
gressive that  to  compare 
it  with  conventional 
sporting  coupes  is  to 
compare  the  postmodern  with  the  baroque. 

The  300CE  looks  more  like  a  single  block 
of  molten  steel  shaped  by  the  flow  of  the  wind 
than  a  man-made  styling  exercise.  It  is  free  of 
artifice— a  statement  of  esthetic  and  aerodynamic 
purity  destined  to  remain  valid  not  just  for  the 
1988  model  year  but  for  decades. 

Its  visual  promise  of  refined  high  perfor- 
mance is  not  misleading.  Powered  by  the  elec- 
tronically monitored  six-cylinder,  three-liter 
Mercedes-Benz  M 103  engine,  the  300 CE  is 
awesomely  fast— both  in  the  American  sense  of 
responsive  pickup  (zero  to  55  in  6.8  seconds)  and 
in  the  European  sense  of  exalted  cruising  speed 
(terminal  test-track  velocity,  137  mph). 

Its  driving  reflexes  are  those  of  an  ad- 
vanced sports  car,  yet  its  deportment  is  unruffled, 
even  in  extremes.  Credit  multilink  independent 
rear  suspension,  conceptually  a  generation 
ahead  of  most  current  production  systems.  The 
300CEs  air  of  granite  solidity  is  no  styling  illu- 
sion; its  body  structure  meets  Mercedes-Benz 
sedan   rigidity  standards. 


That  taut  coupe  shape  encloses  generous  space 
and  sublime  comfort  for  four  adults,  each  cradled 

in  his  or  her  individual  leather-uphol- 
stered seat.  A  unique  system 
automatically  serves  the 
driver  and  co-driver 
their  seat  belts  every 
time  the  engine  is 
started.  ABS  anti-lock  braking  and  the  SRS 
supplemental  restraint  system,  with  drivers-side 
air  bag,  exemplify  Mercedes-Benz  leadership  in 
both  active  and  passive  safety  engineering. 

The  experience  of  owning  the  300 CE 
promises  to  be  as  gratifying  as  the  experience  of 
driving  it.  Mercedes-Benz  service  quality  is 
second  to  none.  So  firm  is  ownership  satisfaction 
that  Mercedes-Benz  owner  loyalty— the  willing- 
ness to  buy  the  same  make  again— leads  the 
industry.  And  the  coup  de  resistance:  regardless 
of  age,  Mercedes-Benz  automobiles  as  a  line  have 
led  all  makes  sold  in  America  in  percentage  of 
original  value  retained. 

Test-drive  the  300 CE  Coupe  soon.  It  is 
arguably  the  most  beautiful  example  of  Mercedes- 
Benz  engineering  leadership  ever  devised. 


Engineered  like  no  other  car  in  the  world 


©  1988  Mercedes-Benz  of  N.A..  Inc..  Montvale.  NJ. 
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Cover  illustration  by  Mangal,  after  Vermeer's  "Woman  in  Blue  Reading  a 
Letter,"  the  Rijksmuseum  Amsterdam 
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COVER  STORY 

65    Greed  Is  Not  Just  For  Profit 

By  Susan  Lee 

What's  with  these  record  prices  for 
art?  Is  it  a  speculative  frenzy?  Or 
something  more  interesting? 


GOVERNMENT 


32    Will  Congress  Hike 
The  Gas  Tax? 

By  Edwin  A  Einnjr 

Paul  Volcker  and  Alan  Greenspan 
agree:  The  U.S.  should  raise  gasoline 
taxes  by  about  15  cents  a  gallon. 
Come  November,  the  President-elect 
may  have  to  take  a  stand. 

COMPANIES" 

35     U.S.  Playing  Card  Co. 
By  Kerry  Harmon 

The  world  3  oldest,  largest  cardmaker 
was  losing  a  oney.  Now  its  luck  is 
changing. 

37    Winn-Dixie  Stores 

By  John  II  Taylor 

For  half  a  century,  Winn-Dixie  was 
the  king  of  southern  grocers  Then  its 
domain  was  invaded. 


41     Reader's  Digest  Association 

By  Richard  Behar 

The  late  founders  of  Reader's  Digest 
tried  to  ensure  the  company's  inde- 
pendence. But  times  change,  takeover 
fever  mounts  and  other  seemingly  im- 
pregnable bastions  have  fallen  to 
well-heeled  acquisitors. 

44    Harte-Hanks 

By  William  P  Barrett 
Since  its  1984  leveraged  buyout,  the 
media  company  has  piled  on  big  debt, 
called  interest  rates  wrong  and  sold 
most  of  its  broadcast  properties  and 
dailies.  A  disaster?  Not  quite. 

51     The  Up  &  Comers: 
Seeq  Technology 

By  Kathleen  K  Wiegner 
Venture  capitalists  like  to  say  they 
bet  on  the  jockey,  not  the  horse.  In 
this  case,  the  jockey  fell  off  while  the 
horse  kept  the  company  in  the  race. 

53     The  Up  &  Comers: 
Tele  Video  Systems 

By  John  Hems 

"I  can't  find  somebody  better  than 
me,"  insists  TeleVideo's  beleaguered 
founder  Philip  Hwang.  Too  bad. 

82    Circuit  City  Stores 

By  John  Meruit! 

This  hot  electronics  retailer  sells  col- 
or televisions  and  VCRs  from  the 
back  of  its  stores,  for  the  same  reason 
that  grocery  stores  sell  milk  from  the 
back  shelves. 


INDUSTRIES 


56    Cellular  Telephones 

By  Howard  Rudnitsky 
Practically  everyone  agrees  that  the 
cellular     telephone     business     will 
change  the  way  we  work  and  play.  But 
it  may  be  late  for  investors. 

60    Insurance 

By  Ruth  Simon 

The  tax  code  has  gotten  so  messy  that 
an  increase  aimed  at  life  insurers  has 
turned  into  a  windfall  for  some. 

80    Health  Care 

By  Ellen  Paris 

Good  news:  Some  companies  are  find- 
ing ways  to  hold  down  the  frightening 
increase  in  health  care  costs. 

INTERNATIONAL 

33    Beer  Wars  From  Across 
The  Pacific 

By  Andrew  Tanzer 

Things  are  so  tough  at  home  that  Ja- 
pan's Kirin  Brewery  is  about  to  assault 
the  European  and  U.S.  markets. 

REGIONS 

78     Wretched  Excess 

By  Marc  Beauchamp 
How's  this  for  a  record?  Los  Angeles  is 
building  a  subway  that  will  cost  more 
than  a  quarter-billion  dollars  a  mile. 

PROFILES 

38     Where  Others  Fear  To  Tread 

By  Lisa  Guhernick  and  Kathleen  Healy 
Frans  Aiman  is  a  banker  who  lends  on 
collateral   others   would  not   touch. 
That  didn't  get  him  in  trouble,  but 
being  too  close  to  a  client  could. 
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51  Seeq  Technology's  McCranie 


73  Trying  to  keep  out  of  court 


86  Jindo  Corp.  's  James  Sullivan 


NUMBERS  GAME 


TAXING  MATTERS 


72    Solutions,  Anyone? 

By  Penelope  Wang 

Changing  accounting  methods  can 
wreck  financial  comparability.  But 
consider  the  alternative. 


INVESTING 


48    American  Takeover  Receipts 

By  Kathleen  Healy 

Junk  bonds,  look  out.  A  number  of 
foreign  companies  have  discovered  a 
new  kind  of  takeover  paper:  ADRs. 

104  Take  The  $70  Million  And  Run 

By  Matthew  Schifrin 

Bear,  Stearns  made  a  bundle  off  a  brief 
foray  into  high-yield  muni  bonds.  The 
bond  buyers  haven't  done  so  well. 

105  The  Funds:  In  Quest  Of  Bargains 

By  William  Baldwin 

Why  do  some  closed-end  funds  trade 

at  premiums  while  others,  like  Quest 

for  Value  Dual  Purpose,  trade  at  fat 

discounts? 

118  Streetwalker 

Closed-end  bond  funds;  Best  Products 
Co.;  Kaman  Corp.;  Lafarge  Corp.;  Sci- 
entific-Atlanta, Inc. 

ON  THE  DOCKET 

!  73    Law  Briefs 

By  Deirdre  Fanning 

Rx   for   medical   malpractice    suits; 

Robinson-Patman  takes  a  blow. 


74    Why  Whitman  Paid  Up 

By  Jonathan  Clements 
Tax  penalties  have  become  a  $10-bil- 
lion-a-year  revenue  bonanza  for  the 
IRS — and  lots  of  taxpayers  suffer. 

PERSONAL  AFFAIRS 

84    Just  An  Island  In  The  Stream 

By  William  G.  Flanagan 
Hemingway  is  still  revered  here,  as  is 
Adam  Clayton  Powell.  But  the  biggest 
star  of  all  is  still  the  blue  marlin. 

MARKETING 

86    Moving  The  Mink 

By  Jeffrey  A  Trachtenberg 

and  Andrew  Tanzer 

You  may  think  of  mink  coats  as  a 

luxury  item,   but  to   Korea's   Jindo 

Corp.  they  are  just  an  unexploited 

mass  market. 

SCIENCE  &  TECHNOLOGY 

90    Superpower 

By  Charles  Siler 

There's  as  much  showmanship  as 
technology  in  it,  but  the  V-12  engine 
is  coming  back,  in  the  $70,850  BMW, 
for  instance. 

CAREERS 

94    The  Lady  Likes  Leverage 

By  Richard  Phalon 

Rising  to  the  top  of  one's  profession 
calls  for  timing,  experience  and  risk. 
Few  combine  these  elements  as  well 
as  junk  bond  fund  entrepreneur  Patri- 
cia Ostrander. 
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Artful  investments 

If  you  haven't  read  the  book  Artful  Partners,  author  Colin  Simp- 
son's sometimes  funny,  always  fascinating  expose  of  fakery  in 
the  art  market,  you  should.  It  shows  that  the  saintly  art  critic 
Bernard  Berenson  (1865-1959)  was  no  better  than  a  common 
confidence  man  when  it  came  to  bilking  innocent  purchasers  of 
works  of  art.  Rigging  in  the  art  market  in  those  days  was  far 
worse  than  rigging  in  the  stock  market.  There  have  been  big 
changes  since  then — as  Susan  Lee  points  out  in  this  issue's 
cover  story.  Lee  makes  the  point  that  the  markets  for  art 
artifacts  and  antiques  are  a  good  deal  more  efficient  today  than 
they  were  in  the  days  when  Joseph  Duveen,  Bernard  Berenson 
and  other  sharks  were  happily  preying  on  the  nouveaux — and 
not-so-nouveaux — riches.  With  fairly  regular  quotes  available 
from  the  auction  houses  and  with  huge  amounts  of  published 
material  on  trends  and  prices,  any  serious  buyer  today  can  be 
well  informed.  Art,  Lee  points  out,  has  also  become  a  way  of 
hedging  against  currency  fluctuations.  And  in  a  world  where 
people  are  as  greedy  for  recognition  as  for  money,  possession  of 
recognized  works  of  art  has  become  one  of  the  firmest  forms  of 
prestige.  Hence  the  title:  "Greed  is  not  just  for  profit."  Story 
starts  on  page  65. 


From  Seoul  to  you 

And  look  who's  taking  square  aim  at  becoming  the  General 
Motors  of  the  booming  fur  coat  business:  a  Korean  company, 
Jindo  Corp.  Jindo  got  its  start  selling  fur  coats  to  foreign  tourists 
in  its  hometown  of  Seoul;  now  it  plans  on  going  after  the 
customers  in  their  own  hometowns.  Jeff  Trachtenberg  and 
Andrew  Tanzer  explain  that  Jindo  is  coming  in  at  the  cheap 
end — under  $2,000— but  nobody  who  knows  the  systematic  and 
ambitious  Koreans  expects  Jindo  to  remain  satisfied  with  a 
modest  part  of  the  business.  Page  86. 


When  high  yields  produce  low  returns 

Nervous  about  stocks,  nostalgic  for  the  high  bond  yields  of  a  few 
years  back,  lots  of  investors  are  moving  into  bonds.  And  many 
are  getting  taken  because  they  don't  understand  the  big  differ- 
ence between  "return"  and  "total  return."  In  simple  language 
columnist  Ben  Weberman  explains  the  difference  and  what  it 
means  to  investors;  page  109.  And  talking  about  yields:  Extra- 
high  ones  can  be  dangerous  to  your  financial  health.  Matthew 
Schifrin  tells  a  cautionary  tale  about  high  yields  and  Wall  Street 
greed  in  "Take  the  $70  million  and  run";  page  104. 
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Your  Scotch  and  Soda 

is  only  as  good  as  your  Scotch  and  soda. 


What  are  you  saving  the  Chivas  for? 
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Follow-Through 


Untaxable 
swaps 

Apr.  4,  1988 


Only  last  issue  Forbes  reported 
that  the  beleaguered  savings  and 
loan  industry  might  be  facing  a  $1.5 
billion  bill  for  taxes  plus  interest.  A 
federal  judge  ruled  that  tiny  Centen- 
nial Savings  Bank  in  Greenville,  Tex. 
was  not  entitled  to  $2.8  million  in  tax 
losses  it  claimed  in  1981  after  swap- 
ping a  90%  interest  in  one  set  of  mort- 
gages for  virtually  identical  paper. 
That  seemed  to  set  a  precedent  for 
others  that  had  made  similar  swaps. 

But  the  precedent  did  not  last  long. 
Hardly  was  the  ink  dry  on  our  story 
when  the  Tax  Court  ruled  in  favor  of 
two  other  institutions  on  the  same 
issue.  The  court  said  Cincinnati- 
based  Cottage  Savings  Association 
and  the  Federal  National  Mortgage 
Association  could  indeed  take  losses 
on  tax-motivated  mortgage  swaps. 

Centennial  will  appeal  its  case.  The 
Internal  Revenue  Service  will  almost 
certainly  appeal  the  rulings  on  Fannie 
Mae  and  Cottage  Savings.  With  three 
separate  appeals  courts  involved  and 
more  cases  coming  up  through  lower 
courts,  the  issue  now  seems  headed 
for  the  U.S.  Supreme  Court. 

What's  at  stake?  For  S&Ls,  at  least 
another  $3  billion  in  taxes  on  recent 
mortgage  security  swaps.  For  the  IRS, 
the  long-standing  principle  not  to  al 
low  deductions  for  tax-motivated 
deals.  If  the  S&Ls  win,  other  business- 
es would  no  doubt  lobby  for  similar 
treatment.— Alyssa  A.  Lappen 


Profits  over 
principle 


Mar  25,  1985 


After  the  Staggers  Act  deregulated 
the  railroads  in  1981,  railroad 
rates  grew  no  more  than  1 .4%  a  year 
and  the  roads  were  returning  less  on 
their  equity  than  electric  utilities.  Yet 


some  powerful  shippers,  including 
utilities,  coal  producers  and  farmers, 
claimed  they  were  being  gouged  and 
wanted  Congress  to  impose  rates  to 
suit  their  own  economic  needs.  Not- 
ing that  business  should  oppose  regu- 
lation, Forbes  dubbed  the  affair  an 
embarrassment  to  free-enterprisers. 

Although  one  measure  was  defeat- 
ed in  a  House  committee  in  1986,  a 
new  bill  now  awaits  action  in  the 
energy  and  commerce  committee.  It 
professes  to  ensure  that  railroads  will 
earn  adequate  revenues  but  would  ef- 
fectively cap  rates  by  letting  shippers 
challenge  anything  over  a  low  220% 
of  variable  costs.  The  Senate  is  con- 
sidering an  even  more  stringent  bill. 

Most  shippers  seem  happy.  They 
have  only  23  active  rate  cases  on  file 
with  the  Interstate  Commerce  Com- 
mission—none filed  since  1986.  The 
roads  resolved  most  of  the  more  than 
860  cases  filed  in  1981  under  Staggers, 
some  paying  multimillion-dollar  set- 
tlements. On  others,  the  ICC  general- 
ly favored  shippers:  Of  72  shippers 
that  claimed  to  be  captive,  57  won. 

Railroads  carry  58%  of  U.S.  coal  pro- 
duction, yet  revenues  have  dropped 
13%  since  1981,  to  $2. 18  per  ton-mile, 
as  the  percentage  of  coal  shipped  under 
low-cost  contracts,  illegal  before  1981, 
rose  from  zero  to  62%. 

Thus,  the  issue  remains  an  embar- 
rassment to  free-enterprisers. — A.A.L. 


Under  five 
flags 


Mar  23,  1987 


To  hold  down  manufacturing  costs, 
Japanese  firms  like  Sony  and 
Sanyo  were  joining  U.S.  businesses  in 
Mexico  last  year.  By  setting  up  assem- 
bly lines  on  the  Mexican  side  of  the 
U.S. -Mexican  border,  Japanese  firms 
could  import  U.S. -made  components 
duty-free,  assemble  goods  with  inex- 
pensive Mexican  labor  and  ship  them 
to  the  U.S.  Forbes  applauded  the  idea 
but  noted  that  U.S.  unions  might  try 
to  block  more  so-called  maquiladoras. 
Now  Mexico  gets  ten  applications 
each  month  to  set  up  maquiladoras  in 
Tijuana  alone.  Japanese  firms,  report- 
edly including  Casio,  Alps  Electric, 
Citizen,  Yamaha  Motor  and  NEC,  ac- 


count for  10%  of  the  applications. 
Firms  from  Taiwan,  Korea,  Hong 
Kong  and  Singapore,  faced  with  elimi- 
nation of  their  duty-free  privileges, 
are  studying  Mexico:  Korea's  Sam-| 
sung  and  Gold  Star  are  said  to  be  nego- 
tiating for  permits. 

Favorable  duties  are  only  part  of  the  I 
reason  for  surging  interest  in  the  bor- 
der operations.  Taiwan's  dollar  has 
risen  41%  against  the  U.S.'  since  Sep- 
tember 1985,  driving  up  the  cost  of  its 
exports.  Also,  Mexican  labor  costs  are  | 
38%    below  Taiwan's.   Among  Tai- 
wanese firms  considering  or  moving  I 
into  Mexico  are  Taiwan  Fluorescent  | 
Co.  and  Winning  Toy  Manufacturing. 

Mexico  and  Taiwan  don't  have  dip- 
lomatic relations,  but  the  Taiwanese  | 
are  said  to  be  setting  up  U.S.  subsidiar- 
ies to  apply  for  permits  to  build  in 
Mexico.  In  San  Diego  County,  a  Tram- 
mell  Crow  Co.  warehouse/office  com- 
plex to  support  maquiladoras  is  fully 
occupied  and  flies  the  flags  of  the  U.S., 
Mexico,  Japan,  Taiwan  and  Korea. 

A  concern:  Congressmen  friendly  | 
to  U.S.  labor  have  introduced  a  bill  in 
the  House  to  hamper  firms  wanting  to 
enter  Mexico.— Kathleen  K.  Wiegner 


Prepaid 
tuition 


Nov.  18,  1985 


Skyrocketing  tuition  costs  led 
Pittsburgh's  Duquesne  Universi- 
ty to  start  a  novel  program  in  1985 — 
allowing  parents  to  prepay  tuition  for 
college  years  beginning  in  1999  for 
only  $5,600.  Forbes  called  the  inno- 
vation an  idea  whose  time  had  come. 

But  Duquesne's  program  has  grown 
more  costly  than  was  estimated  and 
has  been  put  on  hold.  Long-term  bond 
yields  fell,  and  projected  tuition  costs 
rose  far  faster  than  expected.  Prepay- 
ing tuition  this  year  for  kids  entering 
Duquesne  in  2005  would  cost — hold 
on  to  your  hat — more  than  $25,000. 

Yet  Patrick  Fleming,  the  Pittsburgh 
insurance  man  who  invented  the  idea, 
remains  bullish.  He  left  insurance 
broker  Fred  S.  James  &  Co.  last  fall  to 
specialize  in  prepayment  plans  and 
financial  consulting  and  is  working 
with  six  colleges  and  dozens  of  paro- 
chial schools.  The  idea  is  spreading. 
Illinois  has  developed  tax-exempt 
education  savings  bonds,  and  Con-  j 
gress  is  considering  a  number  of  pre- 
payment-type plans. — Eric  Schmuckler 
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Service  inspired 
by  the  masters. 


A  subtle  gesture. 

An  infinitely  meticulous  attention 
to  detail. 

And  an  almost  fanatical  belief  that 
every  guest  is  someone  very  special. 

Discover  Ramada  Renaissance 
Hotels  —  in  the  Orient,  in  Europe, 
and  now  in  North  America. 

And  experience  the  new 
international  standard  of  comfort 
and  service. 

RAMADA 

NAISSANCE 

HOTELS 


USA:  Atlanta,  Atlantic  City  (Tropworld),  Buflalo,  Jackson  (MS),  Las  Vegas  (Tropicana),  Long  Beach.  Mesa  (Phoenix),  Richardson  (Dallas),  Richmond,  San  Francisco, 
atoga  Springs,  Springfield  (IL),  Walnut  Creek  (CA),  Washington,  DC.  (Downtown,  Techworld  and  Dulles).  CANADA:  Edmonton,  Montreal.  Regina.  Saskatoon.  Vancouver. 
Also  in  Australia,  China,  Egypt,  Germany,  Israel,  Japan,  Malaysia,  Mexico,  Pakistan,  Sri  Lanka,  Switzerland,  and  United  Kingdom. 
USA  800  228  9898  /Canada  800  268  8998  /Ontario  and  Quebec  800  268  8930 


More  than 
50%  of 
all  business 
PCs  don't  § 
communici 


...of  Unis, 

s  a  registered  trademark  of  International  Badness  Machines, 
ts  a  registered  trademark  of  Digital  Equipment  Corporation 
IS-OOS  and  XENIX  are  registered  trademarks  of  Mjcrosoft  Corporation. 
X  is  a  registered  trademark  of  American  Tetepnjtt^nd'  Telegraph. 


'8  UNISYS  CORP 
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Which  just  goes  to  show 
how  simply  you  can  gain 
an  advantage  over  your 
competitors. 

Get  your  PCs  talking 
to  each  other,  to 
departmental  systems, 
even  mainframes,  and 
suddenly  your  company 
is  the  one  with  the  right 
information  in  the  right 
place  at  the  right  time. 

With  Unisys,  it's  easy. 
We've  got  the  connec- 
tions to  IBM,®  DEC®  and 
other  systems. 


Networks  to  powerful 
operating  environments 
like  MS-DOS,®  UNIX,® 
XENIX®  and  OS/2.  Open 
doors  to  industry 
standards,  including  OSI 
and  X400. 

Plus,  Unisys  fourth- 
generation  language 
software  for  your 
workstations  and 
mainframes.  It  gets  you 
closer  to  real  information 
and  enhances  communi- 
cations. So  the  best 
minds  in  your  company 
can  work  together 


to  build  strategies  on 
facts  and  insight 
instead  of  hunches. 

Unisys,  a  ten-billion- 
dollar  computer 
company,  believes  better 
information  leads  to 
better  decisions.  And  the 
easier  your  access  to  the 
right  information,  the 
better  your  decisions 
will  be. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 
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Edited  by  Gretchen  Morgenson 


If  R.H.  Macy  wins, 
who  loses? 


& 


illusiratu  ns  by  G 


New  York  City  shoppers  may  not  care 
who  wins  the  protracted  battle  for 
Federated  Stores,  but  Seventh  Avenue 
has  a  case  of  high  angina  over  the 
chance  that  Macy  will  win  over  Cam- 
peau.  Why  should  New  York  apparel 
makers  root  against  the  home  team? 
Simple:  Their  futures  may  be  at  stake. 

In  recent  years  Macy  has  upped  its 
sales  of  private  label  apparel  that  it 
manufactures  in  the  Far  East.  Accord- 
ing to  Arthur  B.  Britten,  a  New  York 
City  retailing  consultant,  at  least 
30%  of  Macy's  merchandise  is  private 
label,  up  from  5%  to  10%  five  years 
ago,  a  proportion  that's  likely  to  keep 
growing.  Company  chief  Ed  Finkel- 
stein  has  his  son  Mitchell  in  charge  of 
Far  Eastern  manufacturing  for  Macy, 
confirming  that  it's  a  priority. 

No  surprise,  then,  that  apparel 
manufacturers  in  New  York  arc  fret- 
ting that  they'll  lose  big  revenues  if 
R.H.  Macy  wins  the  battle  and  takes 
its  private  label  selling  techniques  to 
Federated's  400-somc  department 
stores.  Federated  has  never  been  as  big 
in  private  label — it  buys  more  heavily 
from  t.  i.th  Avenue.  And  a  Cam- 
peau  coup  w  mid  most  likely  keep 
things  that  way. 

Wall  Street  clans 

In  the  filings  tor  the  Stop  &  Shop 
leveraged  buyi  at  deal  Ving  struck  by 
Kohlberg  Kravis  Roberts,  the  form's 
name  is  misi  -nl\  shortened  to  this 
acronym.  Kk:-.  Do  white  knights 
wear  whiti.  sh  as? 

Any  room  in  your  attic? 

Andrew  H«.  id  been  i      irman 

and  chief  ex  >f  Time  Inc    for 

more  than  a  di.  n  he  i   tired  in 
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1980.  It  was  his  idea  to  start  the  wild- 
ly successful  People  magazine;  profit- 
able Money  was  also  launched  under 
his  rule.  But  all  that  is  ancient  histo- 
ry. And,  while  redecorating  executive 
offices  on  the  34th  floor  of 
Time's  Rockefeller  Center  building, 
company  brass  decided  that  the  splen- 
did oil  painting  of  Heiskell — which 
adorned  a  prominent  wall  for  years — 
must  go.  Time's  chairman,  Dick 
Munro,  reportedly  called  Heiskell, 
who  still  has  an  office  at  the  Time  & 
Life  Building,  and  offered  him  the  por- 
trait. Sic  transit.  .  . . 

Domino's  speed  demons 

It  started  as  a  gimmick  to  increase 
sales  at  Domino's  Pizza,  but  the  30- 
minute  delivery  guarantee  may  be 
causing  more  problems  nowadays  for 
the  fast-food  company  than  it  had 
counted  on.  Seems  some  of  Domino's 
drivers,  in  their  rush  to  deliver  the 
goods,  are  running  stop  signs,  broad- 
siding  autos  and  even  disabling  their 
neighbors.  This,  according  to  lawsuits 
filed  in  towns  across  America. 

Domino's  delivery  people  get  bo- 
nuses based  on  how  fast  they  get  out 
their  pies.  So  some  say  that  reckless- 
ness is  built  into  the  system.  The 
company  denies  this,  saying  that  em- 
ployees have  plenty  of  time  to  reach 
their  destinations.  Furthermore, 
Domino's  says  it  teaches  drivers  on- 
the-job  safety,  checks  their  records 
and  encourages  on-road  courtesy.  But 
fleetness  is  a  company  priority.  Dom- 
ino's proudly  notes  that  last  year  its 
average  driver  delivered  his  pies  in 
23.08  minutes.  And  then  there's  that 
company-sponsored  race  car  Domi- 
no's enters  in  the  Indy  500  every  year. 

Domino's  says  there  have  been  only 
five  private  injury  cases  against  it  in 
20  years  of  business.  But  one  lawyer 
knows  of  at  least  IS  cases  pending. 


Whales  for  sale 


Word  around  town  is  that  Harcourt 
Brace  Jovanovich  may  be  putting  its 
Sea  World  theme  parks  on  the  block. 
HBJ  has  been  heaving  under  the  $1.3 
billion  in  debt  it  took  on  to  fend  off 
the  acquisitive  British  Printing  & 
Communication  Corp.  last  year.  And 
Sea  World  may  be  the  easiest  asset  to 
sell.  Disney,  Coke  and  Anheuser- 
Busch  have  been  named  as  potential 
purchasers. 

But  even  the  most  interested  buyer 
probably  won't  make  a  bid  until  it  is 
clear  that  the  newest  Sea  World — to 
open  in  San  Antonio  on  Apr.  15 — 
draws  substantial  crowds.  HBJ,  which 
just  spent  a  reported  $147  million  on 
the  new  250-acre  park,  says  Sea 
World's  not  for  sale. 

The  Texas  disease  is 
spreading 

Texas'  failing  banks  have  a  reach  that 
goes  far  beyond  the  borders  of  their 
state  or  of  their  shareholder  lists. 
Holders  of  Texas  bank  debt  securi- 
ties— including  some  of  the  most 
prestigious  financial  institutions  of 
this  country — are  just  now  taking  big 
hits  that  will  surely  cut  into  1988 
results.  Example:  Greater  New  York 
Savings  Bank,  a  thrift  headed  by  for- 
mer New  York  State  banking  superin- 
tendent Frank  Wille,  last  month  es- 
tablished a  special  reserve  of  $10  mil- 
lion against  its  holding  of  $16  million 
in    First    RepublicBank   floating-rate 


Domino's  official  race  car  in  last  year's  Incly  500 

Fast  enough  to  deliver  a  sausage-and-mushroom  to  go? 

t I  urn  On  Sports 


notes  due  2004.  Instead  of  showing  a 
first-quarter  profit,  the  bank  will  lose 
$5  million  or  so  for  the  period. 

That's  only  the  beginning.  First  Re- 
publicBank  had  $1.3  billion  of  long- 
term  debt  and  $309  million  of  adjust- 
able-rate preferred  outstanding  at  the 
end  of  1987.  Neighboring  First  City 
Bancorp  had  a  quarter-billion  dollars 
of  debt  at  year-end.  Then  there  is  New 
York's  Chemical  Bank,  which  bought 
,  the  $17.4  billion  (assets)  Texas  Com- 
merce Bank.  Chem  Bank's  stock  has 
been  halved,  from  a  1987  high  of  47  to 
23,  partly  on  fears  that  Texas  Com- 
merce could  drag  down  Chemical 
Bank.  Ask  not  for  whom  the  bell 
tolls.  .  .  . — Ben  Weberman 

Another  try  for  Hereth 

His  one-year  SEC  suspension  just  up, 
Jack  Hereth,  former  president  of  the 
defunct  municipal  bond  firm  Hereth, 

!  Orr  &  Jones,  is  looking  to  get  back  in 
the  bond  business.  Or  so  sources  say. 
In  late  March  1987  Hereth  was  sus- 
pended from  holding  supervisory  po- 

i  sitions    in    the    securities    business 

|  based  on  SEC  charges  that  Hereth 
failed  to  supervise  five  former  sales- 
men at  his  company.  In  selling  a  life- 
care-facility  bond  issue  that  subse- 
quently went  bankrupt,  Hereth's 
salesmen,  alleges  the  SEC,  violated 

[  securities  laws. 

Hereth's  old  firm  was  one  of  the 
more  notorious  in  the  junk  muni  un- 
derworld— 11  of  the  firm's  issues, 
worth  $230  million,  have  gone 
broke — so  observers  bet  that  a  new 
Hereth  bond  house  won't  carry  his 
name.  By  any  other  name? 

Ready,  set,  build 

American  industry  is  awaiting  the 
opening  of  the  Canadian  market  once 
the  Mulroney/Reagan  free  trade 
agreement  is  ratified.  At  the  front  of 
the  queue:  real  estate  developers. 

With  our  high  vacancy  rates,  the 
only  real  estate  development  growth 
to  be  tapped  at  the  moment  is  abroad. 
Toronto  has  a  downtown  vacancy  rate 
of  less  than  4%  and  a  suburban  vacan- 
cy rate  of  around  12% .  Ottawa  has  8% 
of  its  downtown  space  unrented.  Of 
its  suburban  square  footage,  12%  is 
vacant.  These  rates  are  50%  lower 
than  you'll  find  on  average  stateside. 

One  of  the  early  entrants  to  the 
Canadian  development  scene  is  the 
Philadelphia-based  Selzer  Organiza- 
tion, which  has  more  than  a  dozen 
buildings  in  the  works  in  Toronto  and 
Ottawa.  The  company  is  betting  that 
U.S.  firms  vying  for  newly-available 
government  contracts  and  Canadian 
consumer  markets  will  need  office 
space  in  Canada. 
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More  Beryl  barrels . . .  Sophisticated  reservoir 

management  is  helping  Mobil  Oil  breathe  new  life  into  aging  oil 
fields— giving  us  a  lot  more  production  at  minimal  cost.  In 
our  giant  Beryl  oil  field  in  the  North  Sea,  for  example,  advanced 
computer  models  showed  us  how  water-injection  wells  could 
offset  declining  reservoir  pressure— and  thus  increase  produc- 
tion. We're  also  using  one  Beryl  platform  to  process  production 
from  two  new  subsea  wells  in  our  nearby  Mess  Field.  The  upshot: 
Production  from  our  two  platforms  working  the  Beryl  area 
reached  a  record  134,000  barrels  a  day,  up  substantially  from 
the  1986  average. 

Deep  thinking...  We're  also  drilling  smarter  by 
using  a  new  "expert  system"  computer  program  employing 
artificial  intelligence  techniques.  This  unique  system,  pro- 
grammed to  think  like  an  expert  drilling  engineer,  monitors  condi- 
tions "downhole"  and  alerts  us— via  satellite— before  potential 
problems  occur.  Pioneering  technologies  like  this  help  keep  our 
drilling  costs  among  the  lowest  in  the  industry. 

Ice  edge...  Mobil  Oil  is  also  a  leader  in  iceberg 
research.  Our  engineers  climb  icebergs  and  implant  Mobil- 
designed  devices  that  measure  ice  strength.  We've  also 
designed  saw-toothed  concrete  platforms  that  can  withstand  an 
iceberg's  impact.  Says  Joseph  V.  D'Ambrisi,  president  of 
Mobil  Research  &  Development  Corp.:  "Our  pioneering  work 
in  ice  technology  prepares  Mobil  for  tomorrow,  when  the 
industry  will  need  to  produce  new  energy  supplies  in  hazardous 
ice-laden  waters." 

Producing  pluses . . .  Expertise  in  reservoir  man- 
agement, plus  the  start-up  of  new  fields  in  the  Gulf  of  Mexico, 
offshore  California  and  in  the  north  Sea,  are  helping  Mobil  buck 
the  industry  trend  of  declining  production.  A  lot  of  the  credit 
goes  to  our  aggressive  gas  marketing  drive  in  the  U.S.  and  the 
completion  of  a  sixth  liquefied  natural  gas  train  in  Indonesia. 
Paul  J.  hoenmans,  president  of  our  Exploration  &  Producing 
Division,  sums  it  up:  "While  others  slid,  we  pushed  our  world- 
wide oil  and  gas  production  nearly  5%  higher  in  1987." 


It's  a  fact:  We  produced  the  first  oil  from  our  subsea 

Mess  Field  wells  just  10  months  after  the  first  construction 

contract— a  record  for  the  United  Kingdom. 
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Profit  FramA 

Weil-Rounded 

House. 

Unique  design  with  endless  floor  plan 

options  makes  Deltec  a  well-rounded  house. 

Deltec  has  been  manufacturing  these  quality 

open-panelized  precut  homes  for  over  17  years. 

As  a  distributor  you  can  turn  your  Deltec  house 

into  a  profit  center  by  selling  these  very 

marketable  very  affordable  homes. 

Deltec  Distributor  Advantages: 

•  Secured  investment.  •  Distributor  discounts. 

•  High  income  potential.  •  Nat  I  advertising  leads. 

•  Priced  from  under  •  Engineering/drafting 
$10/sq.  ft.  support. 

•  Protected  territory.  •  FHA  &  VA  accepted. 

•  Coop  advertising.  •  Home  office  support. 

For  more  information,  call  today. 

1-800-642-2508.  ext  805 

Or.  send  $7.00  for  Deltec's  4-color  complete 
custom  plan  book.  Visa  and  MC  accepted. 


Well-Rounded  Homes 

Dept.  805,  P0  Box  6279,  Ashevule,  NC  28816 
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Readers  Say 


Food  fight 

Sir:  MSF  is  dead  wrong  about  hospital 
food  (Fact  and  Comment,  Feb.  22).  Next 
time  you  come  to  Minnesota  I  hope 
you  break  your  leg.  You'll  enjoy  our 
hospital  fare,  and  probably  gain 
weight  and  a  better  outlook. 
— Dai  id  R  Adams 
St.  Paul.  Minn 

Sir:  I  found  the  food  at  the  Arlington 
(Va.)  Hospital  as  good  as  or  better  than 
many  well-known  restaurants  in  the 
Washington,  D.C.  area.  The  next  time 
you  entertain  have  the  Arlington  Hos- 
pital cater. 

— -John  A  Montgomery 
McLean.  Va. 


Hollywood  shuffle 

Sir:  Re  your  article  on  De  Laurentiis 
Entertainment  ("No,  thank  you,  Paine 
Webber, "Mar  7).  Bravo!  Some  portion 
of  the  "blame"  belongs  to  willing  in- 
vestors more  interested  in  glamour 
than  possible  financial  return. 
—Jay  Shapiro 
Los  Angeles  Calif. 


No  secrets 

Sir:  Your  review  of  William  Greider's 
book  Secrets  of  the  Temple  is  right  on 
the  mark  ("Read  this  and  save 
$24.95,"  Feb  22).  It  said  what  needed 
to  be  said  about  the  idiotic  ideas 
which  Greider  puts  forth  in  his  tome 
about  the  Federal  Reserve.  If  the  na- 
tion were  to  follow  Greider's  advice 
and  put  the  Fed  in  the  basement  of  the 
Treasury,  we  would  have  an  inflation 
in  this  country  which  would  truly 
curl  our  hair 

John  I    Sbeeban 
Washington,  I  >  < 


Slam  dunk 

Sir:  As  i  loyal  and  old-time  Pnnce- 
tonian  I  am  as  much  in  favor  of  Bill 
Bradley  as  you  are  (Fact  and  Comment, 
Feb  22),  but  please  save  him  for  1992 
and  quit  wasting  your  influence  at 
this  inopportune  time.  He  will  be  a 
shoo-in  then.  You  certainly  don't 
want  him  to  have  to  make  a  deal  with 
lickson,  do  you? 
— Robert  u  Long 
los  \ngeles,  Calif. 


Sir:  Senator  Bradley  is  a  populist. 
— Vincent  J.  Sterusky 
Lansford,  Pa. 

Sir:  How,  after  your  article  on  tax 
reform  ,  can  you  tout  Bill  Bradley  as  a 
candidate  for  anything? 
— Nornian  Wagner 
Summit,  N.J. 

See  Bradley   editorial  in    Fact    and 
Comment,  page  17. — MSF 


From  the  heart 

Sir:  Re  your  kind  words  about  Is  (Fact 
and  Comment.  Mar  21): 
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Thanks   from    I  s    magazine   Editor -in- 
chief  Jann  Wenner. 


Busted  balloons 

Sir:  Short-sellers  don't  make  big  mon- 
ey in  bear  raids  on  real  companies 
("Naked  came  the  short-sellers,"  Feb 
H).  They  make  money  shorting  over- 
hyped  balloons  masquerading  as  com- 
panies. Until  regulators  come  up  with 
a  way  to  stop  the  Worlds  of  Wonder 
and  ZZZZBcsts  of  the  world,  nothing 
stands  between  the  hype  artists  and 
the  public  but  the  short-sellers.  If  the 
hypesters  didn't  exist,  short-sellers 
would  be  out  of  business. 
— Michael  Murphy 
san  Francisco,  calif 


Undervalued 

Sir:  Your  article  "Losses?  What  loss- 
es?" (Feb  si  reviewed  companies 
which  saw  their  stock  drop  after  a 
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takeover  attempt.  You  indicated  that 
GenCorp  purchased  12.5  million 
shares  of  its  stock  at  $130  per  share 
only  to  see  the  stock  price  decline  to 
$22.50  by  the  year's  end.  You  neglect- 
ed to  mention  that  we  split  our  stock 
three  for  one.  On  a  presplit  basis,  the 
stock  at  year-end  was  priced  at 
$67.50. 

— Charles  R.  Tilden 
Vice  President,  Communications, 
GenCorp 
Fairlawn,  Ohio 


Heady  trip 

Sir:  I  don't  see  why  my  subscription 
money  should  be  used  to  subsidize 
articles  about  MSF  Sr.  and  his  buddies 
on  motorcycles  ("Uninsulated,  unen- 
cumbered, "Mar  21).  The  space  can  be 
better  used  for  the  other  types  of  ma- 
terial Forbes  presents  so  well. 
—Harry  E.  DeWeese 
Fairfax,  Va. 

Sir:  Your  article  was  so  full  of  hot  air 
that  by  breathing  it  into  his  already 
swelled  head  the  chairman  should  be 
able  to  take  off  without  his  balloon. 
Uninsulated  and  unencumbered  my 
foot!  It  appears  that  they  took  every- 
thing along  except  an  official  taster 
for  the  food. 
— Howard  S.  Dattan 
San  Diego,  Calif. 

Sir:  Re  the  caption  on  page  179  of  the 
Mar.  21  issue:  "Leaving  the  Grand 
Tetons,  Yellowstone  looms  ahead."  I 
always  knew  MSF  could  move  moun- 
tains— but  a  whole  national  park? 
—J.  Kenneth  Clark 
Charlotte,  N.C. 

Sir:  I  have  been  reading  spellbound 
about  your  motorcycle  trip  through 
Colorado,  Wyoming  and  into  Sturgis, 
S.D.  You  won't  believe  when  I  tell 
you  that  in  the  Twenties  I  visited  Fort 
Meade  where  the  4th  Cavalry  was  sta- 
tioned on  the  outskirts  of  Sturgis.  I 
was  there  for  one  happy  summer  and 
then  I  went  back  and  spent  Christmas 
in  all  the  snow,  and  so  I  can  well 
remember  Sturgis,  Rapid  City,  Dead- 
wood  and  all  the  other  places. 

After  my  General's  death,  my 
brother  and  I  made  an  automobile  trip 
through  there  again  to  see  Mt.  Rush- 
more,  and  I  went  back  again  to  Fort 
Meade  and  Sturgis.  It  looked  very 
much  as  I  remembered  it,  although 
there  was  no  Army  anymore.  I  better 
stop  reminiscing  and  rambling. 
— Mrs.  Douglas  MacArthur 
New  York,  N.Y. 
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A  SONY  FOR 
YOUR  THOUGHTS. 

Great  ideas  don't  conform  to  a  9  to  5  schedule.  In  fact,  they  have  a  knack 
of  popping  up  when  you  least  expect  them. 

That's  why  you  need  Sony  Dictation  equipment.  It  will  help  you  keep 
track  of  your  thoughts,  organize  them,  and  above  all,  hold  onto  them 

For  more  information,  talk  to  a  Sony  Dictation  System  specialist 
at  1-800-222-0878.  We're  hanging  on  your  every  word. 


Dictation  Systems  Division.  Sony  Corp.  of  America,  Sony  Drive, 
Park  Ridge,  NJ  07656.  Sony  is  a  trademark  ot  Sony. 


SONY" 


Call  Ford's 
Truck  Hotline 


about  Ford's 
hot  truck  line! 


Calll-800-FORD-1ST 
before  you  buy  any  big  truck. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


FOR  REPUBLICANS,  THE 

who  would  be  the  strongest,  best  candidate  for  Vice  Presi- 
dent. Unfortunately,  the  "strongest"  and  "best"  are  not 
necessarily  synonymous. 

At  first  blush,  Dole  would  appear  to  be  the  obvious 
answer.  Not  you,  Bob,  Elizabeth.  An  attractive  lady.  A  name 
known.  And  someone  who  in  her  own  right,  as  former 
Secretary  of  Transportation  and  an  FTC  commissioner,  has 
built  a  record  and  a  reputation.  She  herself  was  not  idly 
talked  about  as  a  presidential  possibility.  For  a  number  of 
reasons,  though,  it's  most  unlikely  she'll  get  the  Veep  nod. 

Speaking  of  women  for  Veep,  there's  quiet  talk  of  Su- 
preme Court  Justice  Sandra  Day  O'Connor,  who  might  say 
she  isn't  courtable. 

Some  top  voices  are  urging  Howard  Baker. 

Jack  Kemp's  let  it  be  known  he'd  accept  if  offered.  But, 
for  many  of  the  same  reasons  that  his  presidential  bid 
didn't  get  significantly  off  the  pad,  there's  the  basic  ques- 
tion— what  would  he  add  to  the  ticket's  strength? 

Governor  Deukmejian  of  California?  Though  his  name 
presents  a  wee  memory/pronunciation  problem,  he's  able 


BIG  QUESTION  NOW  IS 

and  carries  weight  in  a  state  that  carries  the  most  Electoral 
College  weight.  But  he's  unaffordable:  He'd  be  succeeded 
in  the  State  House  by  a  Democrat  at  a  time  when  a 
Democratic  gerrymander  of  redistricting  could  euchre  the 
Republicans  out  of  as  many  as  ten  congressional  seats. 

Other  present  and  former  governors  are  talked  about — 
Lamar  Alexander,  past  governor  of  Tennessee,  widely 
liked  and  respected;  Carroll  Campbell,  the  popular,  young 
Headman  in  South  Carolina;  and  James  Thompson,  who's 
been  governing  Illinois  for  1 1  years. 

Probably  the  hottest  man  available  is  New  Jersey's  Gov- 
ernor Tom  Kean.  His  reelection  bid  won  tremendous  sup- 
port among  blacks,  union  labor  and  other  groups  normally 
at  the  core  of  the  Democratic  Party.  Like  FDR,  Kean's 
overcome,  among  his  large  and  varied  electorate,  the  dis- 
advantages of  his  patrician  advantages. 

There  are  those  who  feel  two  preppies  on  one  ticket 
would  be  too  much,  though. 

So  who's  left?  Someone  out  of  left  field.  And  out  of  left 
field  seldom  come  big  hitters. 


MEANTIME,  REPUBLICANSD  BETTER  STAY  AWAY  FROM  CABINET  PICKING 

Some  of  us  can  remember  that,  right  up  to  Election  Day  in  1948, 
most  Republicans  spent  their  time  picking  and  debating  who  should  be 
in  Tom  Dewey's  cabinet.  (Everyone  knew  Harry  Truman  couldn't  win.) 

AS  THE  DWARFS  DWINDLE,  DUKAKIS  EMERGES 


Massachusetts  Governor  Dukakis'  efforts  to  demonstrate 
national  appeal  were  badly  hurt  by  his  dismal  Illinois 
primary  run  ( 1 7%  of  the  vote)  and  his  2-to- 1  licking  by  Jesse 
Jackson  in  Michigan.  He's  been  helped  by  the  endorsement 
from  New  Jersey  Senator  Bill  Bradley  (see  below). 

He'll  still  be  a  good  bit  short  of  a  majority  at  convention 
time — unless  he  can  wheel/deal  with  Jackson  or  Gore 
beforehand. 

As  the  Donkey  front-runner,  Governor  Dukakis  is  now 
getting  the  intense  scrutiny  that  can  wilt  campaign  ve- 


neer. He  has  pegged  his  appeal  on  the  basis  of  the  "Massa- 
chusetts miracle" — a  strong  economy  and  low  unemploy- 
ment. But  critics  are  pointing  out  that  the  combination  of 
lowered  taxes  and  huge  defense  spending  in  Massachusetts 
explain  the  miracle. 

Governor  Dukakis  forcefully  opposed  both. 

Unless,  on  the  eve  of  the  Democratic  convention,  polls 
show  Dukakis  well  ahead  of  Bush,  he  isn't  now  likely  to 
get  the  nod. 

New  York's  Governor  Cuomo  will. 


CAN  BRADLEY  BE  AN  EXCEPTION  TO  THE  RULE? 

Timing's  everything — almost — in  politics,  and  no  one —        Senator  Bradley  could  have  had  a  real  crack  this  time 
almost — can  control  it.  at  being  the  Democratic  nominee  for  President.  He  has 
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determinedly  ducked  the  opportunity  because  he  doesn't 
feel  "ready"  yet. 
The  path  to  the  presidency  is  strewn  with  failed  hope- 


fuls who  thought  they  could  determine  when  their  time 
had  come.  Taking  a  pass  when  there's  a  healthy  chance  at 
the  presidency  is  very  risky  business. 


IS  PENNZOIL'S  LEGAL  BEAGLE  GOING  TO  MAKE  THE  FORBES  400? 


Our  Rich  List  staff  works  all  year  every  year  doing 
the  arduous  nitty-gritty  research  to  compile  Forbes' 
annual  list  of  America's  400  Richest  and  Forbes 
International  100  Richest.  Currently,  one  of  their 

Phase  1: 

The  million-dollar  question  here  is  whether  Jamail  in 
fact  will  get  the  largest  contingency  fee  in  the  history  of 
the  fine  profession  of  lawyering.  The  theory  that  he  will  is 
based  on  the  presumption  that  Pennzoil's  legal  fees 
equaled  Texaco's,  which  were  about  $60  mil.  Pennzoil 
announced  it  would  use  $400  mil.  of  its  $3  bil.  judgment  to 
pay  all  the  costs  of  trying  the  4'/2-year  case,  incl.  Jamail's 
fee.  That  means  litigation  costs  in  8  courts  in  3  states;  an 
accounting  staff;  maintenance  of  N.Y.  offices,  travel,  and 
fees  to  assorted  law  firms.  So  add  the  legal  costs  for 
Pennzoil  (approx.  $60  mil.)  to  the  rest  (anybody's  guess) 
and  subtract  from  $400  mil.  and  you're  left  with  Jamail's 
fee.  Or  are  you? 

Pennzoil P.R.  Bob  Harper:  "You're  gonna  have  a  hard  time. 
There's  only  a  couple  of  people  who  know."  Do  you  know? 
"Yes.  If  he  wants  to  talk  about  it,  it'll  have  to  come  from 
him.  Why  don't  you  call  Joe?  I  wouldn't  talk  about  his 
salary  any  more  than  I  would  yours."  Speculation's  been 
$300  to  $600  mil.?  "All  the  speculation  I've  seen's  been 
wrong.  We've  denied  it  was  $600  mil."  After  a  second  try 
with  Harper,  he  got  downright  hostile.  Ahh,  how  people 
love  the  Forbes  400. 

Richard  "Racehorse"  Haynes,  lawyer/longtime  friend  of 
Jamail:  Is  $300  to  $500  mil.  reasonable?  "In  a  case  with 
that  complexity,  with  Texaco's  war  chest,  over  AVi  years, 
it's  very  reasonable.  Whether  he  got  that,  I  don't  know. 
Why  don't  you  call  him?" 

Mark  Yudof,  UT  law  school  dean  &  Pennzoil  lawyer: 
"Everything  I've  seen's  been  wild  speculation.  I  don't 
think  there  was  any  specific  agreement  [between  Pennzoil 
CEO  Liedtke  &  Jamail].  They  said  they  paid  $400  mil.  for 
everything,  legal  expenses  less  than  $60  mil.  I  worked  side 
by  side  with  him  tor  4  years  and  he  never  said  anything." 

BaineKerr,  Pennzoil's  chief  negotiator  cx-Pennzoil  prez: 
"All  the  speculation's  been  pretty  far  off  the  mark."  H  s/ 
editorial  said  $600  mil.?  "Those  editorial  writers  don't 
really  care  too  much  about  the  facts."  $400  mil.  for  all 
legal  expenses?  "You'd  be  safe  to  say  that  more  than  halt  is 
osts.  Remember,  this  thing  went  4  years.  They  had  a 


interesting  sleuthing  tasks  is  to  determine  the  fee 
paid  Joseph  Dahr  Jamail  by  Pennzoil  for  its  success- 
ful Texas-court  suit  against  Texaco.  I  can't  resist 
sharing  with  you  this  in-house  report: 

full-time  staff  of  accountants."  I  explained  that  Jamail  has 
to  have  at  least  $300  mil.  ($200  mil.  after  one-third  tax)  to 
even  be  close  [for  the  400  list]:  "Under  those  terms  I  would 
doubt  that  he'd  be  eligible.  I  know  the  most  it  [his  fee]  will 
amount  to,  but  I  don't  know  Joe's  personal  financial  posi- 
tion. He's  been  a  very  successful  personal  injury  lawyer  for 
20  years." 

So  the  conclusion  is  inconclusive.  The  Journal,  NYT, 
everyone  are  all  publishing  "reportedly"  before  any 
numbers  concerning  Jamail's  fee.  Liedtke  is  not  talking. 
Jamail  is  not  talking.  And  they're  the  two  who  are  in 
position  to  know.  Everyone  else  decried  the  "wild 
speculation"  going  on.  Kerr  is  the  only  source  who 
would  be  remotely  revealing  about  the  fee  and  he 
"doubts"  Jamail  will  make  it  [the  $300  mil.].  But  other 
info  might  leak  since  the  fee  doesn't  have  to  be  paid 
until  April.  And  that's  if  the  settlement  survives.  Let's 
reject  him  for  now  and  keep  our  eyes  open. 

Phase  2: 

Finally  got  a  call  from  big  Joe  after  a  week  of  trying.  He 
wouldn't  say  much  except  that  if  we  presumed  he  got 
more  than  $300  mil.  (what  he'd  have  to  get  to  put  him  on 
the  list)  we'd  be  "safe."  Of  course,  this  doesn't  count  20 
years  of  practice  where  Jamail  has  won  supposedly  50-plus 
$1  mil.  or  greater  settlements  over  the  years.  So  his  fees 
run  one-third  or  one-half,  so  maybe  he  took  $15  mil. -$20 
mil.;  or  aftertax  $10  mil. 

So  let's  say  Jamail  took  home  $330  mil.  (Pennzoil 
conceded  $400  mil.  minus  some  $60  mil.  legal  costs  &. 
other  expenses).  After  allowing  roughly  a  third  for  taxes, 
that's  $218  mil.  Joe  clammed  up  about  anything  else 
except  that  our  logic  is  "safe."  "That's  all  I  can  say."  We 
can  say  .  .  . 

Estimated  worth:  at  least  $225  mil.  That  was  equal  to 
the  lowest  qualifying  fortunes  last  year.  But  each  year  we 
find  new  fortunes  we  hadn't  uncovered  before,  and  1988  is 
no  exception.  On  the  other  hand,  the  stock  market  crashed 
alter  our  1 987  list  came  out,  disqualifying  more  than  a  few. 
So  will  Joe's  pile  be  enough  to  qualify  him  this  year?  We'll 
have  to  wait  until  October  to  find  out. 
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TIME  MAGAZINE  TAKES  A  CRACK  AT  THE  BUDGET 


But  no  •  .iv  most  budget 

commentators  do— which  eon 
sists  ot  combining    r.'i  ks  about 
the  budget  with  weeping 

generalities  I  .  u-,n  ij  sugges- 
tions about  thai  should 
be  taken.  In  oi  b  more 
extraordinary  edi  un- 
dertaken by  am  lical 
Time,  in  graphiealh 
pithy  prose,  lays  it  on  th.  lin 
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While  the  chances  of  Time's 
blueprint*  being  implemented 
are  similar  to  those  of  the  pro- 
verbial snowball  in  the  prover- 
bial place,  it's  inspiring  to  see  a 
group  of  editors  putting  forth 
specifics  instead  of  the  usual 
budget  banalities. 

'For  a  copy  write  to  lime  Editor-m-ChieA 
fason  McManus,  Rockefeller  (.'cum; 
New  York,  \  )    Kxuo 
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ONE  OF  THE  MOST  INSPIRING  BOOKS  ON  ENTERPRISE 


that  we've  yet  seen  is  the  work  of  243  authors,  funded  by 
the  Rolex  watch  people.  Each  fascinating — and  succinct — 
chapter  is  a  spirited  description  of  an  enterprise  aimed  at 
bettering  some  aspect  of  the  human  lot. 

In  this  handsomely  bound  and  profusely  illustrated 
1987  Rolex  Awards  volume,  Spirit  of  Enterprise,  are  the 
best  of  multiple  hundreds  of  entries  submitted  in  the 
hope  of  winning  one  of  five  Laureate  prizes  of  50,000 
Swiss  francs,  an  inscribed  gold  Rolex  Oyster  chronome- 
ter, a  scroll  and  a  trip  to  Geneva. 

MAKING  A  PROFIT 

As  kids,  every  once  in  a  while  we  used  to  break  up  an 
evening's  homework  pain  by  calling  a  telephone  number 
at  random  and  identifying  ourselves  to  the  answerer  as 
being  from  the  power  company.  "Could  you  tell  us  if  the 
street  light  near  your  house  is  lit?"  After  a  brief  wait  while 
the  called  one  went  to  see,  the  invariable  reply  was,  "Yes  it 
is."  To  which  we  epitomes  of  wit  would  respond,  "Well,  be 
sure  to  blow  it  out  when  you  go  to  bed." 

Not  even  the  telephone  company  made  money  on  those 
long-ago  pranks,  because  local  calls  then  were  unlimited. 

These  days  some  youngsters  may  be  using  the  phones  for 
less  innocent  purposes,  but  many  a  prankster  who  may  now 
be  grown  up  is  still  enj  oying  variations  on  phone-fun  games . 

Reports  Andrea  Rothman  in  a  chuckleful  Wall  Street 
Journalpiece:  "For  years  now,  theBronx  Zoo's  lone  operator 
has  had  to  field  thousands  of  calls  on  Apr.   1  that  go 


SATING  NOTHING 

is  sometimes  the  right  thing  to  say. 


The  greatest  value  is  not  in  the  award,  but  in  the  book 
containing  this  incredible  gamut  of  ideas,  projects,  pro- 
grams, aspirations,  perspiration  and  inspiration. 

It  is  not  a  textbook.  It's  multiple  case  histories  that  tell  of 
an  infinite  variety  of  minds  grappling  with  challenges  that 
confront  our  globe  and  our  survival.  It's  worth  trying  to  get  a 
copy  ($39.95)*  of  this  stunning  reaffirmation  of  faith  that 
there  is  a  future  and  that  it  will  be — bit  by  bit — better. 

*Write  to  Roland Puton,  President  &  CEO,  Rolex  Watch  U.S.A.,  Inc.. 
665  Fifth  Ave.,  NY.,  N.Y.  10022. 

ON  APRIL  FOOLERS 

something  like  this:  'Good  afternoon,  I'm  returning  the  call 
of  a  Mr.  Don  Key, '  or  'Bob  Katz,  please. '  The  vast  majority  of 
callers  are  not  pranksters  themselves;  rather,  they  are  the 
victims  of  joking  colleagues  who  have  left  messages  to  call, 
say,  Mr.  Fox,  and  have  then  added  the  number  of  the  zoo. 

"But  the  staff  decided  to  borrow  an  idea  from  the  San 
Antonio,  Tex.  zoo  'to  turn  these  crank  calls  into  a 
fundraiser.'  When  a  naive  caller  would  ask  for  the 
mysterious  Mr.  Fox,  the  Bronx  Zoo's  operator  would 
switch  the  caller  to  a  telephone  bank  of  volunteers,  who 
would  respond:  'Actually,  Mr.  Fox  is  being  fed  right 
now  .  .  .'  and  then  proceed  to  explain  that  the  caller  had 
been  the  victim  of  a  joke.  But  then  came  the  kicker:  As 
long  as  the  caller  was  on  the  phone,  would  he  or  she  be 
nice  enough  to  make  a  little  donation?  The  plan  earned 
the  zoo  about  $4,200  in  pledges  last  year." 

IF  AN  INTELLECTUAL 

is  also  intelligent,  it's  a  coincidence. 


BOOKS 


•  Family  Business — by  Anna  Mur- 
doch (William  Morrow  &  Co.,  $  19.95). 
An  engrossing,  unputdownable  saga  of 
four  generations  of  a  family  in  newspa- 
per publishing.  The  author  writes  with 
a  marvelous  eye,  to  wit:  "She  walked 
carefully  over  the  rutted  side- 
walks. .  .  .  Snow  hid  the  traps,  covered 
the  unevenness  with  a  thin  white  line."  "He  was  a  boy  with 
a  mischievous  look  in  his  eye  and  an  inability  to  sit  still,  and 
yet  the  center  of  him  was  as  steady  as  a  ruled  line  on  a  page. " 
Excerpts:  The  one  serious  row  Yarrow  had  with  Elliot  had 
been  over  a  bill  that  his  company  sent  her  last  year  which 
she  thought  was  exorbitant.  "How  can  you  possibly  justi- 
fy this  on  the  amount  of  money  you  made  on  this  dealV 
she  had  shouted  at  him  over  the  phone. 

"It  doesn  't  represent  our  fee  for  the  money  you  made  on 
this  deal.  It's  payment  for  all  the  half-baked  deals  we 
stopped  you  from  getting  into." .  .  .  "I've  always  wanted 
your  success  but  I'll  be  honest,  it  isn  't  easy  at  times  loving 


you.  I  hate  to  see  you  moving  out  on  your  own — without 
me.  I  have  to  make  an  appointment  to  see  you  these  days. " 
"You  have  to  make  an  appointment  to  see  me?" 
"I  want  a  woman  in  my  bed,  not  another  corporation." 


•  Family— The  Ties  That  Bind  . . . 
And  Gag! — by  Erma  Bombeck 
(McGraw-Hill Book  Co.,  $  1 5 .95 ).  Erma 
Bombeck  and  Bill  Cosby  have  turned 
the  stuff  of  families  into  unending 
veins  of  gold.  Their  wit  waxes  on  what 
drives  parents  to  their  wits'  end.  Here 
Erma  rings  the  bell  for  the  ninth  time. 


erma 
bombeck 


n 


Excerpts:  Sitting  there  I  thought  about  how  the  years  have 
challenged  families.  They've  weathered  combinations  of 
step,  foster,  single,  adoptive,  surrogate,  frozen  embryo,  and 
sperm  bank.  They've  multiplied,  divided,  extended,  and 
banded  into  communes.  They've  been  assaulted  by  tech- 
nology, battered  by  sexual  revolutions,  and  confused  by 
rolereversals.  But  they're  still  here — playing  to  a  full  house. 
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Some  people  promise  support. 
We  support  the  promise. 


It  is  one  of  the  most  important  moments  in  the  life  of  your  business. 
You  are  about  to  commit  to  an  information  system. 

There's  a  question  we'd  like  you  to  ask  yourself:  "What  kind  of  commitment  is 
le  company  that  makes  the  system  going  to  make  to  my  business?" 

At  IBM,  we  believe  that  developing  information  systems  for  both  large  and  small 


H 


npanies  is  just  part  of  our  job.  Our  combination  of  service,  support  and  education 
what  sets  us  apart. 

Our  28,000  service  people  are  at  the  heart  of  the  industry's  largest  and  most 
atomated  service  network.  They  offer  quality  service  in  even  the  most  remote  parts 
f  the  country. 

IBM  customer  engineers  carry  a  28-ounce  computer,  and  can  be  notified  of 
xir  problem  within  two  minutes  of  your  call.  They  can  then  use  advanced  on-line 
iagnostics  to  help  solve  your  problems  quickly  and  efficiently. 

In  the  U.S.,  IBM  customer  engineers  receive  over  1.6  million  hours  of  training 
v^ery  year.  They  understand  how  to  keep  your  system  running.  But  it  is  equally 
nportant  that  you  understand  how  it  can  make  your  business  run  better. 

That's  why  we  have  industry  and  application  specialists  who  know  your  business 
ad  will  help  you  get  the  most  out  of  your  system. 

We  also  offer  over  700  customer  courses,  ranging  from  the  basics  of  program- 
ling  to  the  highest  level  of  executive  seminars.  Last  year  150,000  IBM  customers 
>ok  advantage  of  these  programs. 

So  take  a  look  at  the  people,  depth  of  resources  and  solutions  that  make  up 
he  Bigger  Picture. 

You  see,  at  IBM  we  feel  that  the  moment  your  system  is  up  and  running  is  when 
big  part  of  our  job  really  begins. 
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■sih   The  Bigger  Picture 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


The  young  man  stood  transfixed  at 
the  sight  of  Mr.  Lauren,  looking  as  if 
he  had  glimpsed  his  Creator. 

— City  Slickers, 
by  William  E.  Geist 


Who  I  Am 

I  know  myself.  I  am  not  better.  We 
look  better  than  they  [Democratic 
presidential  candidates]  do,  Bill  Brad- 
ley, Sam  Nunn  and  me.  That  is 
because  we  are  not  running  and  have 
it  easy.  Bradley  goes  in  as  a  celebrity. 
Sam  does  great  with  the  arms  issue.  I 
am  Governor  of  New  York  and  have 
the  New  York  papers  and  TV  giving 
me  attention. 

We  don't  have  to  do  what  the 
candidates  do — talk  about  huge  is- 
sues in  30  seconds  in  a  field  some- 
where, trying  to  make  sure  cows 
don't  urinate  on  our  shoes.  I  know 
exactly  who  I  am  and  I  am  no  better 
than  they  are. 

— Governor  Mario  Cuomo, 
New  York  Times 


Nag,  Nag 

All  my  life  my  stepfather  nagged, 
"Where  are  you  going?  What  time  are 
you  coming  home?  Do  you  have  gas  in 
the  car?  Who's  going  to  be  there?  No, 
you  can't  go." 

It  was  a  long  time  before  I  realized 
that's  how  you  love  someone. 

— Erma  Bombeck, 
Family — Ties  That  Bind  .  .  .  and  Gag! 

Not  Responsible 

"Mike  Dukakis  is  not  responsible 
for  Massachusetts'  economic  mira- 
cle," says  Harvard  economist  Robert 
Reich.  "It  would  be  a  miracle  if  Mas- 


sachusetts didn't  do  as  well  as  it  has." 
The  "miracle"  is  actually  a  regional 
phenomenon.  Every  New  England 
state  is  doing  well,  some  better  than 
Massachusetts. 

The  state's  jobless  rate  has  re- 
mained low  almost  solely  due  to 
new  jobs  in  construction,  real  estate 
and  retailing.  Those  are  the  sectors 
most  affected  by  the  explosion  in 
property  values  brought  about  by  the 
1980  passage  of  the  Dukakis-opposed 
Proposition  2V5t,  which  cut  property 
tax  rates  by  40%. 

One  of  Mr.  Dukakis'  own  advisers, 
Ralph  Whitehead  of  the  University 
of  Massachusetts,  admits  that  "Mas- 
sachusetts has  a  dirty  little  secret. 
Without  Proposition  2Vi ...  we 
would  be  on  our  way  to  becoming  a 
banana  republic." 

Mike  Dukakis  is  trying  to  sell 
America  an  economic  success  story  in 
which  he  had  no  role. 

— Wall  Street  fournal  editorial 

God  &  Ralph 

As  Mr.  Lauren  strolled  through 
Sotheby's  auction  house  on  a  recent 
day,  looking  for  appointments  for  his 
new  Ralph  Lauren  department  store, 
he  was  spotted  by  a  young  man 
wearing  not  one  but  two  Polo 
shirts — the  knit  shirt  beneath  the 
pink  button-down — as  well  as  Polo 
horn-rimmed  eyeglass  frames  and 
what  one  must  assume  were  Polo 
trousers,  Polo  socks  and  Polo  loafers. 
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Tall  Texas  Tale 

Does  it  matter  that  the  judge  who 
presided  over  the  $10  billion  Texaco- 
Pennzoil  case  apparently  never  got  a 
law  degree?  There's  nothing  illegal 
about  that  in  Texas,  but  Judge  Solo- 
mon Casseb  Jr.,  72,  has  dodged  the 
question,  nevertheless.  News  broke 
last  week  that  Casseb  repeatedly 
fudged  his  qualifications  and  didn't 
correct  published  accounts  describing 
him  as  a  law  graduate.  In  1938,  he 
submitted  a  form  to  a  respected  law 
directory  claiming  a  bachelor-of-laws 
degree  from  the  University  of  Texas. 
Not  true,  says  the  school.  He  attend- 
ed, never  graduated. 

—U.S.  News  &)  World  Report 
*    *    * 

Two  months  after  the  [Texaco- 
Pennzoil]  case  was  settled,  Pennzoil's 
trial  lawyer  Joe  Jamail  found  a  use  for 
his  estimated  $300-plus  million  take 
in  legal  fees.  The  Houston  Post  re- 
ports that  Mr.  Jamail  in  January  gave 
$25,000  each  to  two  of  the  Democrat- 
ic Texas  justices.  This  means  Mr.  Ja- 
mail and  his  family  have  given  nearly 
$300,000  to  sitting  justices  since  1980 
for  reelection  campaigns. 

— Wall  Street  fournal 


If  you're  not  somewhat 
radical  when  you're 
young,  you  have  no  heart. 
If  you're  not  somewhat 
conservative  when  you're 
older,  you  have  no  head. 
— William  Colby,  former  director  of  the 
CIA,  in  The  Daily  Princetonian 


Guide  Michelin 

Toilets  were  the  Waterloo  of  Jac- 
ques Maniere,  now  retired  but  once  a 
luminary  of  Paris'  culinary  renais- 
sance of  the  1970s.  He  started  in  a 
simple  restaurant  in  Pantin,  a  poor 
suburb,  but  the  traffic  of  noted  eaters 
to  his  door  drew  Michelin's  attention. 
The  inspector  arrived,  ate,  paid, 
showed  his  card  and  asked  to  see  the 
toilet.  When  he  came  back  from  the 
W.C.  he  said  he  wasn't  happy  to  find 
it  was  in  the  yard. 

"Did  you  come  to  eat,"  Maniere 
replied,  "or  did  you  come  to — ?"  And 
he  showed  Michelin  the  door. 

— Conde  Nast's  Traveler 
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Fly  to  Minneapolis 
and  learn  to  surf* 


Turn  your  business  trips  into 

free  flights  to  Hawaii,  the 

Caribbean,  and  Europe. 

Next  time  you  go  to  Minneapolis,  don't 
jst  pack  your  attache  case.  Dig  out  your 
urfboard.  Dust  off  your  camera.  And  get 
sady  for  your  just  rewards. 

Because  before  you  know  it 
ou'll  be  cashing  in  on  one  of 
>ur  great  awards:  Hawaii 
fter  only  40,000  miles; 
ie  Caribbean  after 
0,000;  and  Europe 
fter  60,000. 

And  who 
nows,  you 
lay  even 
arn  our 
ltimate 
WA  award: 
mo  First  Class 
ckets  around 
le  world. 

If  you're  not  a  member 
four  Frequent  Flight 
■onus  Program,  call 
-800-221-2000,  and  we'll 
nroll  you  today. 

Set  unlimited  upgrades  without 
losing  mileage  points. 

With  TWA,  you  don't  have  to  use 


mileage  points  to  get  upgraded  to  First  or  Business  Class. 
Just  fly  5,000*  actual  miles  and  we'll  give  you  an  unlim- 
ited number  of  Business  Class  upgrades  to  anywhere  in 
the  U.S.  Fly  30,000*  actual  TWA  miles  for  unlimited  up- 
grades to  Royal  Ambassador*  First  Class  in  the  U.S.  or  to 
Business  Class  when  you  fly  across  the  Atlantic.  Of  course, 
space  permitting. 

Earn  bonus  miles  with  every  TWA  VISA® 

card  purchase. 
Does  earning  one  bonus  mile  for  every  dollar 
you  spend  on  merchandise  sound  good  to  you? 
Then  just  stop  by  any  TWA  ticket  counter  and  pick 
up  an  application  for  the  TWA  Visa8  Card. 

Once  your  application  is  accepted,  you'll 

receive  a  free  roundtrip  upgrade  certif- 
icate. And,  if  you  charge  a 
roundtrip  TWA  ticket 
and  fly  within  the 
^^first  six 
^^months, 
^^  you'll 


an  addi- 
tional 1,000 
bonus  miles. 
So  apply  today.  And  make  every  dollar  you  charge 
bring  you  closer  to  your  next  award. 


"TWA  FFB®  Program  rules,  offers,  and  award  levels  are  subject  to  change  without  notice  and  are  available  in  our 
membership  guide.  (During  a  12-month  qualifying  period  and  available  only  on  certain  fares.) 


"If  a  securities  trader 
phone  goes  dead,  he's  dead 

"That's  why  4  out  of  5  | 
major  trading  firms  coun 
on  communication  system 
from  Contel." 


When  a  securities  trader's  phone 
lights  up,  millions  of  dollars  can  be  on 
the  line. 

And  usually,  there's  not  just  one  line, 
but  hundreds  of  them:  to  exchanges,  to 
buyers  and  sellers,  toother  brokers  in- 
voked m  a  transaction. 

Contel  IPC  makes  the  special  phone 
s\  stems  ( called  trader  turrets )  used  by 
nearh  ever}  major  trading  firm.  They're 
last.  the\  re  flexible,  but  most  important, 
when  a  deal's  going  down,  they  don't. 

It  hI.i\  s  big  firms  trade  just  about 
everything.  But  one  thing  the]  wont 
trade  is  the  reliability  they  get  from 
Contel  IPC. 

To  learn  more  about  Contel,  write  to 
Contel  Corporate  Communications,  HO. 
Box  L05194,  Atlanta,  GA 30348 


tel<  orporatioa 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


AN  IMMENSE  MOVE 


The  recent  budget  of  Nigel  Lawson,  Britain's  Exchequer 
of  the  Exchange,  could  be  one  of  the  major  events  of  this 
decade.  The  British  should  be  rejoicing.  So  should  Europe. 
And  so  should  the  Pentagon  and  our  State  Department. 

Lawson  has  dramatically  reduced  the  U.K.'s  top  income 
tax  rate  from  60%  to  40% .  At  the  same  time,  he  simplified 
the  tax  code  by  doing  away  with  all  the  other 
brackets  except  for  the  lowest,  which  will  be 
nicked  from  27%  to  25%  and  gradually 
brought  down  to  20% . 

His  action  was  bold  in  a  much  larger  sense — 
for  the  first  time  in  several  generations,  a  Euro-  B 
pean  nation  will  have  tax  rates  that  aim  at  | 
fostering  individual  initiative  rather  than  try-  j 
ing  to  redistribute  existing  income.  That's  why  | 
the  reaction  of  the  opposition  parties  was  so  ferocious — a 
philosophical  Rubicon  has  been  crossed. 

For  decades,  Britain's  income  taxes  were  among  the 
most  punitive  in  the  industrial  world,  a  critical  reason  for 
the  country's  stagnation.  Thanks  to  Mrs.  Thatcher's  other 
free-enterprise  programs,  such  as  denationalization  of  gov- 
ernment-owned corporations  and  previous,  less  dramatic 
tax  cuts,  Britain  recently  has  experienced  the  highest 
economic  growth  rate  in  Europe.  But  given  Europe's  stag- 
nation, that  isn't  saying  a  whole  lot.  With  Lawson's  bud- 
get, the  U.K.'s  economy  will  quickly  develop  a  sinew  and 


an  innovative  spirit  the  sceptered  isle  hasn't  encountered 
in  nearly  a  century. 

The  tax  changes  are  the  most  dramatic  proof  yet  of  the 
benefit  of  our  1986  tax  reform,  which  became  fully  effec- 
tive this  year.  Britain,  previously  hostile  to  supply-side 
economics,  felt  compelled  to  follow  our  example.  Western 
Europe  will  now  feel  compelled  to  follow  Bri- 
tain's example.  In  a  few  years,  the  beleaguered 
Third  World  economies  in  Africa  and  Latin 
America  will,  in  turn,  throw  down  their  tax 
shackles. 

The  British  move  couldn't  have  been  better 
timed.  The  Common  Market  has  agreed  to 
reduce  substantially  its  remaining  internal 
trade  barriers  by  1992.  With  this  and  lower 
tax  rates,  Europe  in  the  1990s  could  rival  the  Pacific  Rim 
as  a  font  of  economic  vitality. 

Strategically,  a  revived  Europe  may  help  arrest  the  politi- 
cal rot  that  is  undermining  NATO,  especially  in  Germany. 
What  could  go  wrong?  An  unnecessary  tightening  of 
money,  something  Lawson  has  so  far  wisely  resisted.  An- 
other pitfall:  the  Common  Market's  cutting  itself  off  from 
the  rest  of  the  trading  world.  Barring  such  foolishness,  the 
U.K.'s  prospects — and  those  of  Europe — are  bright  indeed. 
Will  a  revived  Europe  mean  more  competition  for  the 
U.S.?  Yes — and  more  prosperity,  too. 


THE  CARIBOU  CAN  COPE 

Congress  will  soon  take  up  the  sensitive  question  of     industry  has  proven  elsewhere  that  drilling  is  environmen- 
whether  or  not  to  permit  exploratory  drilling  for  oil  and     tally  safe  for  such  an  area.  Nor  would  harm  come  to  the 

caribou.  Despite  hysterical  warn- 


gas  in  Alaska's  Arctic  National 
Wildlife  Refuge.  A  small  part  of 
this  multimillion-acre  area  has 
the  potential  for  major  discover- 
ies. Environmentalists  want  legis- 
lation to  block  the  Interior  De- 
partment from  permitting  explora- 
tion,   arguing   that   such   activity 


ings  that  their  existence  was  in  j  eop- 
ardy,  herds  near  Alaska's  North 
Slope  have  more  than  tripled  in  size 
since  the  drilling  and  transportation 
of  oil  began  there  in  the  mid-1970s. 
We  should  find  out  whether 
those  optimistic  estimates  of  geol- 


would  destroy  the  area's  wilderness  character  and  jeopar-     ogists  are  right.  Remember,  lead  times  up  there  are  long.  If 
dize  the  residing  caribou.  development  is  warranted,  it  could  be  the  turn  of  the 

On  this  one'  the  environmentalists  are  wrong.  The  oil     century  before  we  would  have  meaningful  production. 
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In  every  market,  24  hours  a  day,  Refco  is  ready  to  help  you  manage  risk.  Refco  Group: 
world  leader  in  financial  risk  management  through  the  use  of  futures  and  options. 


GROUP  LTD 


•  New  York  •  Memphis  •  Toronto  •  London  •  Pans  •  Singapore  •  Sydney  •  Hamburg  •  Rome  •  Zurich  and  other  leading  cities. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Where  is  all 

the  spending  money 

coming  from? 


Going  to  HEL 

plus  gray 
panther  power 


Still,  spenders 

are  showing  a  bit 

more  caution 


THE  CONSUMER  CREDIT  CONUNDRUM 

As  long  as  Americans  have  the  income,  they'll  spend,  goes  the 
cliche.  To  a  point,  it's  true.  But  how  to  explain  what's  recently  been 
happening? 

Consumer  spending  jumped  0.7%  in  February,  reversing  recent  slow- 
downs and,  in  line  with  confidence  surveys,  showing  that  any  afteref- 
fect of  the  Oct.  19  market  crash  has  receded. 

At  the  same  time,  though,  Americans'  savings  are  being  replenished. 

The  savings  rate  has  recovered  from  an  appalling  2.5%  early  in  1987  to 
an  estimated  5.2%  in  February.  (The  savings  rate  has  problems  as  an 
absolute  measure,  but  changes  in  magnitude  and  direction  are  good 
indicators.) 

Yet  wages  have  been  roughly  stable,  as  have  interest  rates.  So  the 
question  becomes,  Where  is  the  spending  money  coming  from? 

Consumers,  it  seems,  have  been  turning  to  home  equity  loans. 

Nobody  is  sure  to  what  extent — or  even  if —  HELs  are  counted  in  the 
official  debt  figures.  But  David  Olson,  research  vice  president  of  SMR 
Research  Corp.,  estimates  $45  billion  of  HELs  were  taken  out  in  1987, 
doubling  the  total  of  this  revolving  credit  now  outstanding. 

There's  a  theory  that  part  of  this  money  was  used  to  pay  off  other  debt. 
Not  so  for  Chase  bank  card  holders,  says  Richard  Evans  of  Chase 
Manhattan.  Moreover,  he  says,  overall  credit  card  use  (not  just 
Chase's)  rose  a  robust  20%  in  1987  over  the  year  before. 

And  personal  income  (which  translates  into  national  purchasing  pow- 
er) has  been  boosted  by  fast-rising  transfer  payments,  such  as  Social 
Security. 

In  real  (inflation-adjusted)  terms,  transfer  payments  in  the  decade  to  1 98  7 
rose  28% ,  muchfaster  than  the  national  wage  bill.  A  recent  Congression- 
al Budget  Office  study  says  the  median  adjusted  income  of  families 
headed  by  over-65s  grew  by  more  than  50%  between  1979  and  1986. 

Borrowing  to  spend  has  also  been  helped  by  longer  repayment 
periods  on  auto  loans,  which  now  average  55  months,  against  45 
months  in  1980,  and  the  lower  initial  cost  of  variable-rate  mortgages. 

For  all  this,  Americans  have  been  more  cautious  about  debt  since  early 
1987.  The  rise  in  installment  debt  as  a  percentage  of  disposable 
income,  which  peaked  at  18.9%  in  late  1986,  has  turned  down  a  little. 

Consumer  spending  now  accounts  for  two-thirds  of  GNP.  Data  Re- 
sources says  that  each  percentage  point  drop  in  the  growth  in  outstand- 
ing installment  debt  would  cut  consumer  spending  and  real  GNP 
growth  by  0.2  points. 

It  remains  to  be  seen  how  nervously  consumers  would  react  to  any 
jump  in  interest  rates.  There  are  two  reasons  the  Federal  Reserve  might 
well  put  this  to  the  test:  fear  that  the  economy  is  growing  too  rapidly  to 
contain  inflation,  or,  perhaps,  to  defend  the  recently  soggy  dollar. 
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Going  nowhere.  Final  results  show  the  Forbes  Index  with 
less  than  a  0.1%  gain  in  January.  The  preliminary  Febru- 
ary figure  (manufacturers'  new  orders  and  inventory  and 
consumer  installment  credit  have  not  been  reported  yet) 
indicates  a  flat  index  even  though  several  components 
posted  gains. 
The  Consumer  Price  Index  rose  0.3%  in  February  before 


seasonal  adjustment,  the  services  component  0.4%.  If  Fed 
Chairman  Greenspan  keeps  the  money  supply  tight,  infla- 
tion should  stay  low.  New  unemployment  claims  dropped 
a  sharp  7%  in  February.  This  component  has  swung 
wildly  in  the  last  four  periods,  so  the  current  trend  is  hard 
to  determine.  New  housing  starts  were  up  15.4%,  while 
industrial  production  eked  out  a  0.1%  gain. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U  S  economic  activity 
composed  of  eight  equally  weighted  elements  Total  m 
dusthal  production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  serMi.es  relative  to  all  consumer 
pnees,  the  level  of  new  orders  for  durable  goods  mm 
pared  with  manufacturers'  inventories  tiit.il  ret.ul  sales 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  roams  monitors  ten 
scries  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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Every  business  jet  mak 
but  only  one  businei 


Nearly  half  a  century 
before  the  business  jet 
was  born,  Marcel  Dassault 
was  already  making  his  mark 
in  the  aviation  world.  He 
would  go  on  to  found  a  vast 
aviation  empire,  one  that  has 
spawned  more  than  90  jet 
aircraft  prototypes 
and  more  than 
5,000  production  jets, 
over  900  of  them  Falcons. 
Experience  pays.  Today, 
Falcon  jets  are  widely 

recognized 
as  the  best 
business  jets 
in  the  world. 
The  time- 
line at  right 
chronicles  some 
of  Dassault's 
M      most  stunning 
^V    achievements. 
^  But  not  all.  To  learn 
more  about  the  Falcon  Jet 
legacy,  call  or  write  for  a 
tree  copy  of  the  fascinating 
brochure,  "A  Tradition  of 
Excellence  Many  Years 
in  the  Making."  Call 
201-393-8056,  or  send 
us  the  coupon. 


Marcel 
Dassault  s  propeller 
design  equips  the  famous 
Spad fighters flown  by 
aces  such  as  Rickenbacker, 
Guynemer  and  Fonck. 


YJjLd  Flou  n  by  an  I 
.  \merican pilot,  a  Dassc\ 

Vfysiere  II  breaks  the 
sound  barrier. 


1938 


The  MB 

I~  i-l~(>lx>mlh) 
reconnaissance 

aircraft  astounded 

the  Germans  with 
their  speed  and 
altitude  capabilities. 


«* 


Jk 


irns  from  aviation  history, 
It  maker  has  written  it. 


1972 


Federal  Express 
built  its  reputation  around 
a  fleet  of  32  Falcon  20 
freighters,  whose  dispatch 
reliability  was  an 
astonishing  99. 5  percent. 


tystere  B2 

.raptor 

•rationally 

mkatlow 


l/O'l  The  Falcon  ')()()  rollout.  The  lx>lder  of  uvrld 
records  for  distance,  speed,  time-to-climb  and  altitude, 
this  large-cabin  jet  will  carry  the  Falcon  legend  into  the 

next  century 


77x'  legendary  Mirage  III 
the  beginning  of  a  Mach  2 
y.  More  than  1500  were 
ely  produced,  serving  many 
in  many  roles. 


O  Charles 
>-gh.  sent  by  Pan 
if  Juan  Trippe  to 
'  ideal  jet  for  the 
reated  corporate 
.  sees  the  Falcon 
K'  1963  Paris  Air 
nd  wires  back. 
'We  haw 


Vy/ONowthe 
front-line  fighter  of 
several  nations,  the 
Mach  2+  Mirage 
2000  introduced 
fly-by-wire  controls 
and  structural  use 
of  carbon  fiber 
composites. 


1979 


1986t7. 

stunning  Rafale 
is  Dassault  s 
next-generation 
combat  fighter. 


Customer  delii  vries 
<>[  the  Falcon  50 
begin.  Today  it  is 
widely  regarded  as 
the  best  all-around 
business  jet 
ever  built. 


«^.  _.  ~ 


^  our  plane 


Vy  Ol  The  Falcon  100 
introduces  electronic 
flight  instruments  (EFIS) 
and  a  space-efficient 
ergonomic  cabin.  The 
Falcon  200  is  announced 
as  a  successor  to  the 
Fa/con  20. 


FalconJet 

Teterboro.  New  Jersey  07608 

□  Please  send  a  copy  of  the  Falcon  historical  brochure 

□  I'd  like  to  arrange  a  sales  presentation. 

Name 


Title. 


Company 
Address  _ 
City 


State. 


Zip. 


Phone . 
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Forbes 


Paul  Volcker  and  Alan  Greenspan  agree:  The  U.S.  should  raise 
gasoline  taxes  by  about  15  cents  a  gallon.  Come  November,  the 
President-elect  may  have  to  take  a  stand  on  the  prickly  proposal. 

Will  Congress  hike 
the  gas  tax? 


Photo  by  Bill  Burke/Arctuvtr 


Fill  er  up 


Gas  prices  have  fallen  far  below  their  1981  peak.  In  fact,  Americans 
pay  less  for  a  gallon  of  gas  today,  adjusted  for  inflation,  than  they 
did  20  years  ago.  Congress  smells  opportunity. 
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By  Edwin  A.  Finn  Jr. 
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Over  cocktails  and  in  congres- 
sional testimony,  people  are 
talking  about  a  possible  big  in- 
crease in  the  current  9-cent-a-gallon 
federal  tax  on  gasoline.  It  is  being 
touted  as  a  politically  painless  way  to 
trim  the  federal  budget  deficit.  No 
need  to  tamper  with  the  Tax  Reform 
Act  of  1986.  No  need  to  deepen 
North-South  schisms  with  a  divisive 
oil-import  fee.  No  need  to  make  tough 
budget  cuts.  Just  leave  the  dirty  work 
to  the  pump  jockeys. 

In  Tokyo  and  London,  bankers  and 
economists  nod  agreement:  It's  about 
time  the  U.S.  showed  some  fiscal  re- 
sponsibility. Both  Paul  Volcker  and 
Alan  Greenspan  have  recently  recom- 
mended increasing  the  federal  gaso- 
line tax.  Even  Democrats  like  Felix 
Rohatyn  and  Lester  Thurow  have  sup- 
ported it. 

Foreigners  can't  understand  why 
Washington  hasn't  already  raised  tax- 
es on  gasoline.  Motorists  in  Japan, 
West  Germany,  England  and  France 
pay  at  least  twice  what  Americans  do 
for  gasoline.  American  drivers  today 
actually  pay  less  for  a  gallon  of  gas, 
adjusted  for  inflation,  than  they  laid 
out  in  1967  (see  chart).  A  15-cent  tax 
increase  would  just  about  make  up 
the  difference. 

But   there   are   tremendous   draw- 
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backs.  A  15-cent-per-gallon  increase 
would  only  narrow  next  year's  pro- 
jected budget  deficit  to  perhaps  $161 
billion  from  $176  billion.  And  then 
there  is  the  impact  on  the  economy. 
The  WEFA  Group  of  Bala  Cynwyd,  Pa. 
estimates  that  increasing  the  federal 
gas  tax  to  24  cents  from  the  current  9 
cents  would  kill  off  perhaps  200,000 
jobs  over  three  years.  It  would  push  up 
the  Consumer  Price  Index  by  0.5%.  If 
used  strictly  to  cut  the  deficit,  and  if 
the  Federal  Reserve  Board  didn't  sig- 
nificantly relax  monetary  policy,  a  15- 
cent-per-gallon  increase  could  shrink 
the  nation's  economic  output  by  $20 
billion,  or  0.4%,  inching  the  U.S.  clos- 
er to  recession. 


There  is  also  the  political  issue  of 
fairness.  Since  low-income  people 
probably  use  their  cars  at  least  as  of- 
ten as  do  high-income  people,  the  pro- 
portionate effect  is  much  greater  on 
low  incomes.  Today,  for  instance, 
23%  of  gas  tax  revenues  come  from 
families  earning  less  than  $20,000 — a 
group  that  earns  less  than  11%  of  the 
national  income.  By  contrast,  families 
earning  more  than  $100,000  a  year — 
accounting  for  15%  of  total  national 
income — are  paying  only  5%  of  gas- 
tax  revenue. 

Yet  the  gas  tax  seems  a  quick  fix, 
and  that  is  part  of  its  allure  in  Wash- 
ington. It  would  dent  the  deficit,  may- 
be help  fund  a  few  new  programs  and 


make  the  grumpy  foreigners  feel  bet- 
ter about  U.S.  bonds  and  the  dollar. 
The  alternatives  are  tougher.  Social 
Security  and  other  entitlements  so  far 
have  proven  virtually  untouchable. 
As  for  increasing  federal  income  tax 
rates,  even  on  the  so-called  rich,  this 
remains  a  cause  that  few  congress- 
men want  to  be  associated  with,  espe- 
cially in  light  of  the  hard-fought  tax 
reductions  of  1986. 

The  gas  tax  has  this  going  for  it:  It 
would  seem  relatively  painless, 
would  be  fairly  easy  to  collect,  would 
demonstrate  Congress'  willingness  to 
deal  with  the  federal  budget  deficit 
and  would  possibly  encourage  fuel  ef- 
ficiency. ■ 


Things  are  so  tough  at  home  that  Japans 
Kirin  Brewery  is  about  to  assault  European 
and  U.S.  markets.  Watch  for  suds  to  fly. 


Beer  wars  from 
across  the  Pacific 


By  Andrew  Tanzer 


Vending  machines  on  a  Tokyo  street 

Kirin  was  late  to  adopt  new  retailing  methods. 


As  he  watches  his  still-domi- 
nant  company's  market  share 
i  slip  for  the  third  straight  year, 
Kirin  Brewery  Co.  President  Hideyo 
Motoyama  looks  fretfully  ahead.  He 
sees  a  consolidation  of  the  world  beer 
industry  within  five  to  ten  years,  with 
big  international  breweries  buying 
overseas  brewers  or  licensing  produc- 
tion instead  of  exporting.  Motoyama 
will  rise  to  the  challenge.  He  will  buy 
a  large  European  brewery.  He  will  as- 
sault the  U.S.  market.  He  wants  to 
make  Kirin  the  world's  second-largest 
brewer  (it  is  now  fourth,  after  An- 
heuser-Busch, Miller  Brewing  and 
Heineken). 

For  now,  however,  Motoyama  is 
having  trouble  enough  with  his  local 
Japanese  competitors — Asahi,  Sappo- 
ro and  Suntory.  Nicknamed  "Gulli- 
ver" by  the  Japanese  business  press, 
Kirin  has  been  slow  to  awaken  to 
shifting  consumer  tastes,  demograph- 
ic change  and  new  retailing  methods. 
Sales  ($10  billion),  profits  ($270  mil- 
lion) and  margins  are  still  healthy.  But 
Kirin 's  market  share  has  declined 
from  62%  a  few  years  ago  to  57%.  In 
Tokyo,  where  most  of  the  nation's 
trends  are  made,  Kirin's  market  share 
is  below  50%. 

Sighs  Motoyama:  "Unfortunately, 
the  young  in  Tokyo  have  an  impres- 
sion that  Kirin  is  not  fashionable." 

Kirin  received  a  big  break  in  1949. 
U.S.  occupation  forces  broke  domi- 
nant Dai  Nippon  Brewery  into  two 
companies,  Asahi  Breweries  in  the 
west  and  Sapporo  in  the  east — but 
kept  Kirin,  with  its  nationwide  distri- 
bution, intact.  (A  fourth  company, 
whiskey  distiller  Suntory,  entered  the 
beer  business  in  1963.)  Kirin  used  that 
advantage  to  dominate  the  Japanese 
market  in  the  1950s  and  1960s  by 
anticipating  booming  domestic   de- 
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Kirin  Brewery  Co.  President  Hideyo  Motoyama 

"The  young  in  Tokyo  have  an  impression  that  Kirin  is  not  fashionable. 


mand  and  investing  aggressively  in 
new  breweries.  Kirin's  German-influ- 
enced bitter-tasting  lager — delivered 
door-to-door,  as  milk  used  to  be  deliv- 
ered in  the  U.S. — defined  the  national 
taste  in  beer. 

For  all  this  it  is  a  cozy  business.  The 
government  fixes  the  price  of  beer  in 
Japan.  All  four  brewers  charge  exactly 
the  same  price,  raise  prices  in  unison 
and  avoid  discounting.  With  prices 
fixed,  competition  in  the  1970s  began 
focusing  on  product,  packaging  and 
promotion.  Mighty  Kirin  slumbered 
as  Sapporo  introduced  a  bottled  draft 
beer  in  1977  and  as  everyone  but  Kirin 
shifted  from  bottles  to  cans.  With 
most  Japanese  wives  working  and 
more  singles  living  alone,  less  beer  is 
sold  by  neighborhood  liquor  stores 
and  beer  delivcrymen  and  more  by 
convenience  stores,  supermarkets  and 
vending  machines,  all  of  which  sell  a 
high  ratio  of  beer  in  cans. 

In  1986  Suntory  unveiled  its  suc- 
cessful 100% -malt  beer  (rice  and  corn 
starch  are  added  to  the  standard  Japa- 
nese brew).  Kirin  had  already  come 
out  with  an  equivalent  bi  vcid- 

ed  not  to  market  it  domestical  In 
March  1987  Asahi  launched  Super 
Dry,  probably  the  biggest  hit  in  the 


domestic  industry's  history,  with  a 
$60  million  advertising  blitz.  Super 
Dry,  which  features  a  higher  alcohol 
and  lower  sugar  content  and  a  smooth 
taste,  grossed  $680  million  by  the  end 
of  the  year  and  boosted  Asahi's  mar- 
ket share  2.5  points,  to  12.9%.  In  Feb- 
ruary Kirin  and  the  others  followed 
suit.  But  they're  late. 

"Tastes  are  becoming  more  individ- 
ualized and  diversified,"  says  Mo- 
toyama. "Kirin  was  behind  in  devel- 
oping new  products.  Market  share 
means  power  in  the  industry.  If  our 
share  drops,  future  profits  will  de- 
cline." The  beer  giant  recently 
strengthened  its  sales  force  and  is 
boosting  advertising  and  promotional 
expenses  by  over  20%  a  year.  (Asahi, 
with  just  over  one-fifth  of  Kirin's  mar- 
ket share,  spends  nearly  as  much  on 
advertising.) 

To  Motoyama,  62,  overseas  sales 
are  i  way  to  regain  some  face  at  home. 
In  Europe,  where  the  Kirin  name  is 
little  known,  that  will  mean  buying  a 
brewery.  "Without  acquisitions,  we 
can't  do  it,"  says  Michikazu  Okada, 
manager  of  Kirin's  international  beer 
division.  "I  don't  want  to  buy  small 
breweries.  We  need  a  big-brand  beer." 
Okada  won't  say,  but  indications  are 


Soma  Kaichian/Phoco  Shuttle-Japan 

he's  shopping  in  Holland,  Denmark 
and  West  Germany. 

For  the  all-important  U.S.  market, 
Motoyama  and  Okada  are  paying 
close  attention  to  the  lessons  learned 
some  years  ago  by  Denmark's  Tuborg 
and  Germany's  Lowenbrau.  Both 
brewers  tried  to  cash  in  on  the  U.S. 
market  by  licensing  their  names  to 
domestic  breweries.  Pretty  soon  Tu- 
borg and  Lowenbrau  tasted  like  do- 
mestic beer,  consumers  caught  on, 
and  the  "imports"  sales  turned  disap- 
pointing. 

Kirin  will  do  things  differently.  It 
will  still  brew  its  own  beer  but  will 
shift  production  for  North  America 
from  Japan  to  Canada.  Kirin  beer  will 
be  produced  by  Molson  Breweries  of 
Canada,  marketed  in  the  U.S.  by  Ki- 
rin, but  distributed  by  Molson,  the 
third-best-selling  beer  import  in  the 
U.S.  (after  Holland's  Heineken  and 
Mexico's  Corona).  By  brewing  in  Can- 
ada, Motoyama  will  be  able  to  deliver 
a  fresher,  lower-cost  beer  to  the  U.S. 
market.  He  can  also  promote  his  prod- 
uct as  a  "premium  imported  beer." 
Kirin  has  dispatched  its  brew  masters 
to  Molson's  breweries  to  ensure  that 
beer  brewed  in  Canada  tastes  the 
same  as  the  Kirin  brewed  in  Japan. 
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"We  need  at  least  10  million  cases 
[sold  in  the  U.S.]  to  justify  mass-mar- 
keting costs,"  says  Okada.  This 
would  put  Kirin  among  the  top  five 
beer  imports — but  will  be  no  easy 
trick:  Last  year,  for  example,  Kirin 
shipped  just  1  million  cases  of  beer  to 
the  U.S. 

Beer  isn't  Kirin's  only  U.S.  connec- 
tion. In  January  the  brewer  shelled  out 
$46.5  million  for  New  Hampshire- 
based  Coca-Cola  Bottling  Co.  of 
Northern  New  England,  the  fifth 
Coke  bottler  Kirin  has  acquired  in 
New  England.  Kirin  already  owns  one 
of  Coke's  largest  Japanese  bottlers, 
and  Okada  adds  he  will  consider  buy- 
ing any  Coke  bottler  on  the  block  in 
the  U.S. 

"You  don't  need  to  worry  about 
product  development  and  market- 
ing," says  Okada,  explaining  Kirin's 
growing  enthusiasm  for  the  Coke 
business.  "You  just  need  to  distribute 
it."  Ah,  if  only  the  beer  business  were 
so  simple.  ■ 


U.S.  Playing  Card  is  the  world's  oldest, 
largest  cardmaker,  yet  it  was  losing  money. 

"We're  finally 

playing  with 

a  full  deck" 


By  Kerry  Hannon 


Its  cavernous  and  worn  100-year- 
old  manufacturing  plant  is  dilapi- 
dated evidence  of  the  losing  game 
U.S.  Playing  Card  Co.  has  been  play- 
ing since  the  early  1980s.  From  this 
dingy,  four-story  yellow  brick  plant  in 
Cincinnati,  the  120-year-old  card- 
maker  manages  to  churn  out  more 
than  200,000  decks  of  cards  a  day. 
Bricks  are  dropping  off  the  outer  shell 
in  great  chunks.  Inside,  paint  is  peel- 
ing and  windowsills  are  rotting  out. 

There  is  hardly  a  house  in  America 
that  doesn't  have  at  least  one  deck  of 
cards  tucked  away  in  some  drawer. 
The  odds  are  that  that  deck  will  have 
been  made  by  U.S.  Playing  Card,  still 
the  industry  leader  with  nearly  70% 


of  the  market,  from  its  top-of-the-line 
Bee  ($2.30  a  deck)  and  Bicycle  ($1.90) 
brands  to  its  economy  Aviator  label 
($1.30). 

An  ideal  cash  cow,  indeed;  in  1969 
U.S.  Playing  Card  was  acquired  for  its 
$ll-million-a-year  cash  flow  by  Dia- 
mond International.  For  the  next  13 
years  it  shuffled  along  as  a  sadly  ne- 
glected unit,  being  milked  by  that  for- 
est products  conglomerate. 

Wall  Street's  Jesup  &.  Lamont  had 
long  coveted  the  card  company  for  its 
great  consumer  franchise,  and  when 
Sir  James  Goldsmith  broke  up  Dia- 
mond after  a  raid,  Jesup  got  its  chance. 
Jesup  Chairman  Howard  Curd  saw 
strong  cash  flow,  obviously.  But  he 
also  saw  a  company  with  a  strong 
market  franchise  and  a  lot  of  neglect- 
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ed  potential  for  profit. 

Jesup  bought  the  company  in  1982 
for  $45  million,  then  took  it  public  a 
year  later,  keeping  62%  of  the  stock. 

Turning  the  company  around  was 
more  complicated  than  refinancing. 
Between  1982  and  1987  revenues 
climbed  from  $40  million  to  $76  mil- 
lion, and  earnings  slumped  to  a  loss  of 
$8.2  million  from  a  $2  million  gain 
five  years  earlier.  Losses  for  the  period 
were  $13  million,  and  debt  to  finance 
the  leveraged  buyout  was  a  towering 
six  times  equity.  The  firm  lost  15%  of 
the  $17  million  wholesale  casino 
business,  primarily  to  the  George  C. 
Mattison  Co.'s  Jemaco  brand,  and  5% 
of  the  $250  million  U.S.  retail  card 
market  to  lower-priced  competitors 
like  Hoyle  Products. 

But  in  1985  Curd  got  serious  about 
running  the  company.  He  brought  in 
an  eager  new  chief  executive,  57-year- 
old  Ronald  Rule,  then  a  well-respect- 
ed corporate  vice  president  at  Avery 
International,  the  Pasadena,  Calif, 
tapes  and  adhesives  company. 

The  decay  in  Cincinnati  over- 
whelmed even  Rule  at  first.  "It  was  a 
sad  company  when  I  came  here,"  Rule 
remembers.  "Inventory  was  stacked 
everywhere,  and  the  workers  were 
hostile,"  he  says. 

Rule  had  to  take  a  five-month  strike 
before  he  got  his  workers  back  on  the 
line  with  a  34%  wage  cut.  Since  1982 
some  $16  million  has  been  spent  to 
automate  the  production  line,  includ- 
ing laser  scanners  to  find  defects,  and 
cutting  and  packing  equipment  that 
boxes  65  decks  a  minute.  A  $5  million 
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U.S.  Playing  Card  Co.,  Cincinnati  plant  and  headquarters,  circa  1905 
Today  it  is  still  producing  200,000  decks  a  day. 


Inspecting  afresh  sheet  of  cards 
Costs  have  been  slashed  20%. 
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four-color  press  comes  in  next  year. 

Playing  cards  are  no  fast  shuffle  to 
produce.  Bee  decks,  known  for  resil- 
ience, crisp  snap  and  smooth  slip,  are 
made  from  heavy  rag  paper  stock  and 
go  through  200  production  steps.  The 
fronts  and  backs  of  the  cards,  for  in- 
stance, are  printed  separately,  then 
stuck  together  with  a  thick  black  glue 
to  keep  cheats  from  seeing  the  spots 
through  the  back  of  a  card.  An  exclu- 


sive, laminated  enamel  coating  gives 
the  cards  that  smooth  slip.  The  reject 
rate  is  high.  Today  nearly  one-third  of 
all  Bee  cards  produced  end  up  in  the 
scrap  heap.  Rule  says  that  the  new 
press  should  slice  that  in  half  by  the 
end  of  next  year. 

Results  of  all  the  new  attention? 
Overall  costs  have  been  slashed  20% 
in  the  last  16  months  and  inventories 
cut  by  $3  million,  bringing  gross  mar- 
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One  nagging  problem:  Teen*' q en  and  colUge  Mas  aren't  playing  cards. 


gins  up  to  30%  from  2 1  %  a  year  ago.  A 
6%  price  increase  expected  in  the  fal 
will  further  sweeten  the  numbers. 

Though  the  direct  sales  force  hasj 
been  trimmed  by  40%,  the  remainin; 
20-man  team  is  better  targeted.  Part  oi 
it  concentrates  on  the  200  Nevada  and 
Atlantic  City  casino  accounts  that  are 
15%  of  total  sales  (Harrah's  changes 
decks  every  four  hours,  using  nearly  1 
million  decks  a  year).  The  other  sales- 
people concentrate  on  the  big  retail 
outlets,  such  as  Walgreen's  and  Rite- 
Aid,  Kroger  and  A&.P. 

Domestic  sales  this  year  are  already 
up  12%  over  1987,  and  U.S.  Card  has 
begun  buying  the  competition.  In 
1986  it  acquired  a  majority  interest  in 
Europe's  leading  cardmaker,  Heraclio 
Fournier,  SA,  for  $7  million,  adding 
$22  million  in  sales.  Last  year  it 
bought  the  third-largest  cardmaker  in 
the  U.S.,  Chicago-based  Arrco  Playing 
Card  Co.  (1986  sales,  $5  million). 

Now  it  is  trying  to  address  another 
nagging  problem.  Teenagers  and  col- 
lege kids  aren't  playing  cards.  "It's  a 
graying  market,"  says  Rule.  "We  sell 
more  cards  in  Florida  than  anywhere 
else."  So  Rule  has  created  the  Bicycle 
Games  Division,  which  is  selling 
eight  board  games  aimed  at  12-year- 
olds  and  up. 

Earlier  this  year  Jesup  merged  the 
company  into  the  Jesup  Group  (1987 
revenues,  $387  million),  which  in- 
cludes Uniroyal  Plastics  Co.,  the 
Naugahyde  manufacturer.  The  com- 
pany's stock  recently  traded  over-the- 
counter  at  around  4'/2  a  share.  Jesup 
should  break  even  this  year,  up  from  a 
loss  of  $2  a  share  last  year.  "I'm  a 
poker  player,"  says  Rule,  "and  for  the 
first  time  in  15  years  this  company  is 
finally  playing  with  a  full  deck." 

Moral:  Even  cash  cows  take  care 
and  feeding.  ■ 
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For  half  a  century,  Winn-Dixie  Stores  was 
the  king  of  southern  grocery  store  chains. 
Then  its  domain  was  invaded. 


King  no  more 


By  John  H.  Taylor 


I 


n  Winn-Dixie's  hometown,  Jack- 
sonville, Fla.,  they  say  if  you  want 
i  to  find  out  what  is  going  on  at  the 
$9  billion  supermarket  chain,  you 
have  to  go  to  dinner  with  the  Davis 
family.  Even  then,  there's  no  guaran- 
tee that  you'll  leam  much  about  this 
secretive,  family-run  public  company. 
The  Davis  clan,  which  owns  38%  of 


the  company's  stock,  has  run  Winn- 
Dixie  Stores,  Inc.  pretty  much  as  a 
family  matter  since  William  M.  Davis 
opened  the  first  store  in  suburban  Mi- 
ami in  1925.  v 

For  years  no  one  much  complained. 
After  all,  William's  son,  J.E.  (for  James 
Elsworth),  built  Winn-Dixie  into  the 
country's  fifth-largest  supermarket 
chain,  with  1,252  stores  in  13  states. 
Its  net  margins  ranked  at  the  top  of 


the  industry  through  the  1970s  and 
early  1980s,  and  its  stock  price  dou- 
bled between  1973  and  1983.  It  was 
such  a  sure  thing  that  Winn-Dixie 
paid  monthly  rather  than  quarterly 
dividends,  and  the  dividends  in- 
creased steadily  for  44  consecutive 
years.  Like  a  bank,  only  better. 

No  more.  Supermarketing  is  a  game 
of  minimargins,  and  in  the  last  four 
years  Winn-Dixie's  profit  margins 
have  gotten  mini-er.  From  a  superior 
1.6%  of  sales  they  have  descended  to 
the  national  industry  average  of  1 .3% . 
In  the  last  17  months  the  stock  has 
fallen  more  than  30%,  to  a  recent 
price  of  41,  while  the  industry  aver- 
aged a  9%  gain.  Last  year  Winn-Dix- 
ie's earnings  per  share  dropped  4%, 
compared  with  a  12%  increase  for  the 
rest  of  the  supermarket  chains.  Even 
the  dividends,  which  used  to  increase 
more  than  10%  a  year,  went  up  only 
3%  last  year. 

What  went  wrong?  In  a  single  word, 
complacency. 

Winn-Dixie  underestimated  the 
competition.  Attracted  by  the  South's 
population  growth,  aggressive,  tightly 
managed  regional  chains  like  Bruno's 
and  Food  Lion  and  muscular  national 
competitors  like  Kroger  and  Albert- 


Nicett  Ferro/Florida  Fotobanc 


Company  headquarters  in  Winn-Dixie's  hometown,  Jacksonville,  Fla. 
Just  being  a  big  guy  doesn't  make  it  anymore. 
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son's  expanded  rapidly  into  Winn- 
Dixie's  turf  in  the  1980s.  Instead  of 
mimicking  Winn-Dixie's  traditional 
and  a  bit  tired  stores  (25,000  square 
feet,  mostly  food-related  products,  no 
deli,  no  bakery),  these  chains  intro- 
duced the  trendy  new  marketing  con- 
cepts and  store  designs  that  were 
turning  supermarkets  into  more  than 
just  food  stores. 

Kroger  and  Albertson's,  for  in- 
stance, built  56,000-square-foot  com- 
bination food/drug  outlets  that  relied 
heavily  on  high-margin  pharmaceuti- 
cal products  and  nonfood  merchan- 
dise. Food  Lion  and  Bruno's,  two  lean 
operators  whose  profit  margins  are 
twice  Winn-Dixie's,  sold  food  at 
much  lower  prices  than  Winn-Dixie. 

In  1982  Winn-Dixie's  highly  re- 
spected president,  Bert  Thomas — J.E. 
Davis'  old  army  buddy — died  sudden- 
ly. Replacing  Thomas  was  J.E.'s  neph- 
ew, Robert,  and  J.E.'s  son,  A.  Dano 
Davis.  Neither  was  equal  to  the  job. 

Take  the  situation  in  Florida.  In  the 
past  Winn-Dixie  and  archrival  Publix 
Super  Markets  dominated  there,  each 
with  25%  of  the  market  and  net  prof- 
its of  more  than  2%.  When  the  com- 
petition, including  Kroger,  Albert- 
son's and  Pueblo  International, 
marched  in,  both  Florida-based  chains 
reacted  by  opening  larger  stores  offer- 
ing a  greater  variety  of  general  mer- 
chandise. Publix  was  able  to  preserve 
its  2%  margin,  while  Winn-Dixie's 
margins  fell  precipitously. 

The  simple  fact  was  that  Publix' 
strategy  was  imaginative  while  Winn- 
Dixie's  was  clumsy.  Publix  promoted 
itself  as  the  supermarket  with  the 
best  service.  It  remodeled  its  stores  to 
create  a  more  inviting  atmosphere — 
wider  aisles,  better  lighting,  a  special 
meat  counter,  a  pharmacy,  even  res- 
taurants in  some  locations.  It  didn't 
need  to  resort  to  drastic  price-cutting. 

Winn-Dixie,  on  the  other  hand, 
scattered  its  shots.  In  the  last  4Vi 
years  it  has  opened  or  acquired  382 
stores,  closed  or  sold  340  and  remod- 
eled and  enlarged  267  others.  The  new 
stores  ranged  from  a  25,600-square- 
foot  "traditional"  grocery  to  combina- 
tion stores  and  six  73,000-square-foot 
discount  warehouses.  None  are  as 
well  designed  as  its  competitors'. 

In  some  Winn  -Dixies,  for  instance, 
the  merchandise  is  displayed  with  a 
curious  indifference.  General  mer- 
chandise is  scattered  among  the  gro- 
cery items.  Instead  of  getting  a  fea- 
tured, sure-selling  end-of-an-aisle  dis- 
play, vitamins  are  buried  near  the 
cereals,  far  from  the  high-margin 
pharmaceutical  products.  In  another 
aisle  salad  dressings  sit  next  to  luxury 
bath  and  hair  products,  instead  oi  near 
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the  lettuce  and  other  salad  fixings 
where  many  stores  put  them.  Con- 
trast that  with  Albertson's  super- 
stores, where  half  the  store  is  devoted 
to  general  merchandise  and  the  other 
half  to  food,  and  where  all  the  prod- 
ucts are  easy  to  find. 

Lacking  a  clear  image,  Winn-Dixie 
tried  to  compete  on  price,  going  head 
to  head  with  discount  chains  like 
Food  Lion.  That  preserved  market 
share  but  not  profits. 

Early  this  year  the  Winn-Dixie 
board  faced  the  facts.  It  kicked  A. 
Dano  Davis  upstairs  and  appointed 
James  Kufeldt,  49,  as  president.  Dano 
Davis  was  preceded  through  the  door 
by  Robert,  who  resigned  as  chairman 
(he  continues  to  serve  as  vice  chair- 


man), and  his  cousin  T.  Wayne,  out  a| 
a  vice  president. 

The  situation  is  by  no  means  lost! 
With  a  long-term  debt-to-equity  ratil 
of  only  15%  and  enormous  annual 
cash  flow,  Winn-Dixie  can  easily  fin<[ 
money  for  expansion,  diversificatioij 
and  modernization.  Innovative  redel 
signs  for  its  older  stores  would  helpl 
shutting  or  selling  the  clunkers  ill 
dogfight  markets  like  North  Carolina 
and  Alabama  or  economically  del 
pressed  areas  like  Texas  and  Louisi| 
ana  would  help,  too. 

Modern  supermarketing  is  a  scrapf 
py  business.  The  winners  are  usual!) 
the  wiry  and  nimble  operations  thai 
react  fast.  Just  being  a  big  guy  doesn'| 
make  it  anymore.  ■ 


Frans  Afman  is  a  banker  who  lends  01 
collateral   others   wouldn't   touch.    Thai 
didnt  get  him  in  trouble,  but  being  toc\ 
close  to  one  of  his  clients  could. 

Where  others 
fear  to  tread 


By  Lisa  Gubernick 
and  Kathleen  Healy 


When  producer  Arnold  Ko- 
pclson  accepted  the  Oscar  for 
his  Platoon  as  Best  Picture 
last  year,  one  of  his  first  thank-yous 
went  not  to  an  actor  or  a  writer  but  to 
a  banker,  Frans  Afman.  Afman  heads 
the  entertainment  group  of  Credit  Ly- 
onnais  Bank  Nederland,  N.V.,  the 
Dutch  subsidiary  of  the  French  bank- 
ing giant. 

Frans  Afman  is  not  an  ordinary 
banker.  He  has  the  knowledge  and 
cockiness  to  assay  risks  that  most 
bankers  would  shrink  from.  Says  he: 
"Bankers  should  avoid  working  with 
crooks  and  ignorant  people.  But  if  you 
have  no  choice,  I'd  rather  go  with  a 
crook  because  he  can  steal  from  some- 
one else  to  repay  his  bank." 

Afman  has  had  no  trouble  getting 
paid,  if  his  taste  for  life  in  the  Holly- 
wood fast  lane  is  any  evidence.  He  is  a 
regular  in  the  gossip  columns,  a  fix- 
ture at  high-visibility  eateries  like  Le 
Dome  and  Spago,  and  spends  sum- 
mers in  Malibu,  just  down  the  way 


from  Streisand  and  Carson. 

Over  the  last  decade  Afman  has 
turned  the  Rotterdam-based  branch  of 
Credit  Lyonnais  into  the  primary 
banker  for  the  independent  film  busi- 
ness, very  often  taking  collateral 
where  U.S.  banks  feared  to  tread.  The 
Credit  Lyonnais  entertainment  loan 
portfolio  of  some  $600  million,  now 
nearly  8%  of  the  bank's  total  loans,  is 
up  with  BankAmerica's  or  Chemical 
Bank's,  two  of  the  biggest  lenders  to 
Hollywood.  But  those  banks  deal  pri- 
marily with  the  major  studios.  Af- 
man's  loans  are  with  the  small  inde- 
pendents, producers  who  generally 
have  neither  great  records  nor  firm 
balance  sheets.  He  lends,  for  example, 
on  presale  agreements  from  foreign 
distributors,  based  on  their  minimum 
payment  guarantee  for  exhibiting  the 
film.  U.S.  bankers  generally  shun 
such  loans:  Where  is  the  collateral  in 
case  the  loan  goes  bad? 

"For  the  independents  Frans  is  the 
only  game  in  town,"  says  Irene  Rome- 
ro, who  heads  the  entertainment  divi*' 
sion  for  Beverly  Hills-based  City  Na- 
tional Corp.,  which  also  lends  to  Hol- 
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ELL.  AT  AROUND  $20  A  BOTTLE.  THE  GLENLIVET  Scotch 

/  whisky  can  be  a  little  bit  of  a  stretch  for  some 
people.  But  don't  forget.  The  Glenlivet  has  been  made 
in  the  same  unique  way  since  1747.  And  it  is  a  12-year- 
old  single  malt  Scotch  with  unsurpassed  smoothness 
and  character.  And  remember  that  if  by  some  unfortu- 
nate change  in  your  circumstances  The  Glenlivet  seems 
even  more  unattainable,  keep  trying.  Twenty  dollars 
might  keep  you  in  Scotch  for  a  lifetime. 

The  Glenlivet?Just  Slightly  Out  Of  Reach. 


lywood  (Forbes,  Dec.  28,  1987). 
Because  Afman  is  often  the  lender  of 
last  resort,  his  upfront  fees  can  be 
close  to  merciless,  up  to  5%,  as  much 
as  10  times  those  of  big  U.S.  banks. 

Afman  insists  there  have  been  no 
signficant  bad  loans,  though  the  Rot- 
terdam-based subsidiary  prudently  is 
setting  aside  its  earnings  (1987,  $53 
million)  as  loan  reserves. 

Were  it  not  for  the  high-flying 
Dutchman,  some  of  the  most-ac- 
claimed films  in  recent  years  might 
never  have  been  made.  Along  with 


financing  Platoon,  he  also  provided 
the  last  $850,000  British  producers  Is- 
mail Merchant  and  James  Ivory  need- 
ed before  they  could  launch  A  Room 
With  a  View,  a  brilliant  film  but  one 
that  would  clearly  appeal  only  to  a 
literate  audience.  But  Afman's  lend- 
ing criteria  are  by  no  means  based  on 
artistic  merit:  One  of  his  better  cus- 
tomers is  Charles  Band's  Empire  En- 
tertainment. Its  lineup  includes  As- 
sault of  the  Killer  Bimbos  and  Sorority 
Babes  in  the  Slimeball  Bowl-O-Rama. 
Afman  lends  cheerfully  to  reformed 
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•< Unment  group  chief,  Credit  I  yortnato  Hank  Nederland,  N.V. 
'•For  the  independents  Frans  is  the  only  game  in  town." 


felon  David  Begelman.  Other  valued 
customers:  Cannon  Group's  Yoram 
Globus  and  Menachem  Golan,  cited  by 
the  Securities  &  Exchange  Commis- 
sion— earlier  by  Forbes — for  fraudu- 
lently overstating  earnings.  And  when 
it  comes  to  Cannon,  Afman  may  have 
cut  a  few  corners  himself. 

In  1979  he  provided  Golan  and  Glo- 
bus with  the  money  to  buy  control- 
ling interest  in  Cannon,  giving  the 
duo  a  U.S.  foothold.  And  in  a  highly 
unusual  move  for  a  banker,  Afman 
joined  Cannon's  board  of  directors. 

At  first  no  one  questioned  the  ar- 
rangement, despite  the  potential  for 
conflict  of  interest.  But  in  1987,  after 
the  Securities  &  Exchange  Commis- 
sion started  taking  a  closer  look  at 
Cannon's  books,  SEC  auditors  discov- 
ered that  Afman  was  more  than  a  di- 
rector: He  had  also  received  $325,000 
in  consulting  fees  from  the  flailing 
film  company.  "Stockholders  were 
stunned,"  says  Balis  Zorn  Gerard  ana- 
lyst Lisbeth  Barron. 

Afman  resigned  from  Cannon's 
board  at  the  end  of  1986,  yet  con- 
vinced his  bank  to  pump  in  more 
money.  Then  Credit  Lyonnais 
brought  in  the  shady  foreign  conglom- 
erate that  provided  the  $68  million 
equity  infusion  that  has  kept  Cannon 
going  these  last  months.  A  leader  of 
that  group,  Giancarlo  Parretti,  is  sub- 
ject to  a  criminal  proceeding  in  Italy 
in  connection  with  an  alleged  mis- 
statement of  the  balance  sheets  of  a 
soccer  team  and  a  newspaper.  Jacques 
Griffault,  a  spokesman  for  Credit  Ly- 
onnais, insists  the  bank's  $68  million 
line  of  credit  to  Cannon  is  not  in 
trouble,  even  though  Cannon  is  deep 
in  the  red. 

Nevertheless,  there  are  signs  that 
Credit  Lyonnais  has  reined  Afman  in 
a  bit.  One  possible  reason:  Revela- 
tions regarding  Afman's  fees  have 
prompted  the  Nederlandsche  Bank 
(roughly  equivalent  to  the  U.S.  Feder- 
al Reserve)  to  scrutinize  Afman  for  a 
potential  conflict  of  interest  in  his 
dealings  with  Credit  Lyonnais  and 
Cannon.  The  bank,  once  famed  for  its 
alacrity,  is  taking  longer  to  do  deals, 
according  to  some  who  work  with  it. 
Moreover,  the  bank  has  begun  to  dis- 
tance itself  from  Afman.  Sometime  in 
the  next  several  months  he  will  be 
taken  off  the  payroll  and  become  a 
consultant.  Afman  insists  he's  de- 
lighted, that  his  new  status  only  gives 
him  more  freedom. 

But  will  the  conflict-of-interest  in- 
vestigation and  Cannon's  shakiness 
dry  up  the  nourishing  flow  of  loans  to 
independent  studios?  If  so,  how  will 
the  world  get  by  without  more  movies 
like  Assault  of  the  Killer  Bimbos7.  ■ 
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Chappaqua,  N.Y.  headquarters  of  Reader's  Digest  Association 
Worth  $1.1  billion?  Or  perhaps  twice  that? 


The  late  founders  of  Reader's  Digest  tried 
to  ensure  the  company's  independence. 
But  times  change,  takeover  fever  mounts 
and  other  seemingly  impregnable  bastions 
have  fallen  to  well-heeled  acquisitors. 

A  tempting  target 


Perrr  Wt-rnLT 


By  Richard  Behar 


The  ornate  offices  of  Lila  Wal- 
lace; the  Reader's  Digest  co- 
founder  who  died  in  1984,  are 
being  dismantled.  For  years  the  unused 
rooms  were  a  shrine  in  the  Digest's  ivy- 
covered  headquarters  in  exurban 
Chappaqua,  N.Y.  Now  they  are  being 
turned  into  offices  for  editors,  part  of 
the  new  cost-consciousness  at  the  66- 
year-old  institution. 

This  and  similar  breaks  with  the 
past  have  left  many  Digesters  unhap- 
py. "This  is  a  symbol  of  the  disposses- 
sion of  the  Digest's  origins  by  current 
management,"  says  Fulton  Oursler 
Jr.,  the  deputy  editor-in-chief  who  left 
in  December.  "An  institution  that 
loses  a  sense  of  its  origins  may  find 
that  its  destiny  deteriorates." 

However,  the  Digest  has  little 
choice  but  to  break  with  many  of  the 
paternalistic  •  ways    of    its    brilliant 


founders.  At  a  time  when  media  prop- 
erties are  fetching  unbelievably  high 
prices,  Reader's  Digest  Association 
would  seem  to  be  a  tempting  target. 

Lila  Wallace  and  her  husband, 
DeWitt  Wallace,  childless,  gave  most 
of  the  stock,  in  the  form  of  roughly  6 
million  nonvoting  shares,  to  ten  chari- 
ties (management  holds  about3% ).  But 
the  real  power  lies  in  9,000  shares  of 
voting  stock,  nearly  all  of  them  held  by 
a  private  foundation  called  the  Wallace 
Trust.  Federal  tax  laws  dictate  that  the 
trust  sell  by  the  year  2000.  Unless  the 
company  can  continue  to  improve  its 
profitability — and  raise  the  $20  mil- 
lion total  dividend  payout  to  the  chari- 
ties— it  is  not  unlikely  that  some  of  the 
owners  could  be  tempted  to  sell  to  the 
highest  bidder. 

Macalester  College  of  St.  Paul, 
Minn,  is  the  sole  beneficiary  of  a  foun- 
dation that  owns  9%  of  the  company. 
Like  most  educational  institutions, 


Macalester  needs  more  money  and 
could  be  tempted  by  the  right  price  to 
try  to  provoke  a  sale.  "I  ask  for  contin- 
ued and  increased  support  from  the 
Digest  all  the  time,"  says  Macalester 
President  Robert  Gavin. 

In  the  hot  seat  in  this  $1.5  billion 
(annual  revenues)  company  right  now 
is  George  Grune,  58,  a  burly  ex-Ma- 
rine who  took  charge  of  the  Reader's 
Digest  Association  in  a  coup  d'etat 
just  hours  before  Lila  Wallace's  death 
(DeWitt  died  in  1981).  Grune,  who 
declined  interview  requests,  has  since 
brought  the  company  to  record  profit- 
ability in  standard  belt-tightening 
ways — cutting  unneeded  spending, 
cutting  off  losing  ventures. 

The  Digest's  core  property  is  an  im- 
pressive asset,  the  most  widely  read 
magazine  in  the  world,  with  editions 
in  39  countries  and  a  monthly  circula- 
tion of  28  million  (and  perhaps  three 
times  that  many  readers).  The  core 
magazine  sells  for  a  relatively  low  $  1 7 
a  year,  and  its  advertising  goes  for 
much  less  per  thousand  readers  than 
that  in  smaller  magazines.  But  the 
Digest  is  more  than  a  magazine:  It  is 
probably  the  world's  largest  mailing 
list.  Use  of  this  list  has  enabled  Read- 
er's Digest  Association  to  become  one 
of  the  world's  largest  book  publishers 
as  well  as  one  of  the  largest  marketers 
of  records  and  tapes.  The  company  is 
experimenting  with  selling  its  sub- 
scribers everything  from  auto-club 
memberships  to  life  insurance.  Of  the 
company's  revenues,  roughly  half 
comes  from  books  and  records  and 
one- third  from  the  Digest. 

Profits?  The  closely  held  company 
doesn't  release  the  figures,  but  mate- 
rial gleaned  from  public  records,  and 
interviews  with  former  executives, 
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Digest  Chief  Executive  George  Grune 

Profits  are  up  sharply,  but  the  clock  is  ticking. 


Frank  Fourntcr  Coniaa 


indicate  that  estimated  aftertax  net 
stood  at  $90  million  last  year,  up  from 
$60  million  in  1986  and  a  low  of  $5 
million  in  1982,  two  years  before 
Grune  took  over.  The  gains  are  im- 
pressive, but  the  6%  profit  margin  is 
shy  of  Gannett's  10%  or  McGraw- 
Hill's  9%. 

Grune  has  accomplished  this  by 
shrinking  rather  than  by  expanding 
the  company.  He  closed  moneylosing 
editions,  like  the  Japanese  one,  and 
consolidated  others.  He  sold  the  com- 
pany's educational  software  division, 
a  map  company  and  a  division  that 
sold  framed  prints  by  mail.  He 
chopped  personnel  from  10,000  to 
7,500  and  partly  reversed  the  slide  in 
advertising  pa;ses  (which  had  slipped 
from  1,420  in  1978  to  950  in  1983), 
nursing  them  b.ick  to  1,190. 

Expansion?  The  Digest  flopped  mis- 
erably in  1982  with  a  new  publica- 
tion Families,  losing  $20  million. 
Grune  has  no  plans  to  start  another, 
but  he  has  bought  three  smallish  mag- 
azines in  the  past  two  years — 50  Plus, 
Travel-Holiday  and  the  Family  Handy- 
man. Even  if  Grune  wants  to,  the  Di- 
gest could  not  easily  make  major  ac- 
quisitions It  has  no  publicly  traded 
stock  to  otter  in  payment,  and  the 


company  has  long  been  reluctant  to 
borrow  money  or  take  big  risks. 

But  while  its  own  ability  to  acquire 
is  limited,  Reader's  Digest  Associa- 
tion itself  is  something  of  a  potential 
target  for  would-be  acquisitors.  The 
trustees  recently  valued  the  company 
at  about  $190  a  share,  or  roughly  $1.1 
billion.  The  valuation  was  done  under 
a  formula  that  assumes  the  publi- 
sher's multiple  would  be  85%  of  the 
multiple  on  the  S&P  400  Industrials. 
But  this  is  ridiculously  low,  since  me- 
dia stocks  command  a  substantial 
premium.  James  Kobak,  a  well- 
known  magazine  consultant  in  New 
York  City,  says  a  company  like  this 
could  fetch  25  times  earnings.  That 
would  be  around  $2.2  billion. 

Final  say  on  a  sale  rests  not  with  the 
shareholders  but  with  the  six  trustees 
who  control  the  voting  shares — 
Grune  and  two  of  his  subordinates, 
plus  three  outsiders.  By  the  terms  of 
Lila  Wallace's  will,  two  of  the  outside 
trustees  must  soon  retire  because  of 
age.  These  two  are  Laurance  Rocke- 
feller, 78,  the  only  remaining  trustee 
who  enjoyed  a  close  relationship  with 
the  Wallaces,  and  Donald  Platten,  the 
former  chairman  of  Chemical  Bank. 

Could  the  trustees  ignore  a  favor- 


able offer?  Probably  not.  "If  faced  with 
a  direct  offer,  the  trustees  would  cer- 
tainly have  an  obligation  to  consider 
it,"  says  Peter  Schmidt,  a  trust  and 
estate  lawyer  at  Willkie  Farr  &  Gal- 
lagher. "If  rebuffed,  [a  raider]  might 
come  up  with  another  strategy,  like 
complaining  to  the  (state)  Attorney 
General  that  management  is  en- 
trenched and  the  stock  is  underval- 
ued." There  is  a  close  precedent  for 
this:  A  1984  ruling  from  the  New 
York  Attorney  General  forced  the 
foundation  that  owned  B.  Altman's  to 
sell  the  retailer  and  invest  in  assets 
with  a  better  immediate  return  for  the 
beneficiaries. 

A  Grune  spokesman  denies  that  the 
company  will  ever  have  to  be  auc- 
tioned off.  But  William  Cross,  60,  who 
quit  in  late  1986  as  the  Digest's  presi- 
dent and  a  trustee,  questions  this.  He 
resigned  in  part  because  of  his  belief 
that  it  would  be  better  to  sell  the 
entire  empire  at  the  height  of  the  mar- 
ket than  to  be  buying  new  magazines. 
Cross  says:  "It  is  unlikely  that  (cur- 
rent managers]  can  retain  control.  If 
they  have  found  a  loophole  or  solu- 
tion, it  would  be  something  that  has 
eluded  a  lot  of  very  good  minds  for  a 
number  of  years."  ■ 
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he  1988  Buick  Regal. 

totor  Trend 

. .  View  one  parked  next  to  last 
ear's  car  —  or  drive  them 
ack-to-back  —  and  you  will 
salize  how  far  the  stretch 
sally  was.  Nice  job." 
tar  and  Driver 

Che  interior  design  has  a  fresh, 
icdern  look ...  but  the  inspira- 
on  is  clearly  Buick." 
ie  New  York  Times 
Handling  is  just  great,  and 


more  than  that  can't  be  said. 
On  the  highway,  the  Regal  is 
quiet  and . . .  well,  regal.  On  the 
twisties,  it  is  pure  fun,  flat  and 
glued  to  the  road." 
The  New  York  Times 
"Surprisingly,  in  a  car  that  is  8.4 
inches  shorter  than  the  '87 
Regal,  there  is  a  lot  of  room  in 
the  back  seat.  Not  surprisingly, 
all  of  the  seats  are  comfortable." 
Car  and  Driver 
". . .  Regal's  suspension  is  now 
fully  independent.  The  front 


end  takes  the  kinks  out  of 
Mother  Earth  with  a  pair  of 
struts  and  coil  springs.  At  each 
rear  corner,  road  ripples  are 
absorbed  by  a  strut  located  by 
a  trailing  link  and  two  lateral 
links." 

Buckle  up  and  see  your 
Buick  dealer  today. 


USA 


OFFICIAL  CAR  OF  THE  1988  U.S.  OLYMPIC  TEAM 
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The  Great  American  Road  belongs  to  Buick. 


Since  its  1984  leveraged  buyout,  Harte- 
Hanks  has  piled  on  big  debt,  called  interest 
rates  wrong  and  sold  most  of  its  broadcast 
properties  and  dailies.  A  disaster? 

"I'm  real  happy 

with  the  way 

it's  turning  out" 


By  William  P.  Barrett 


San  Antonio-based  Harte- 
Hanks  Communications  Inc. 
went  private  in  a  1984  leveraged 
buyout  by  management  and  founding 
family  heirs.  It  was  a  deal  that  took 
place  just  before  the  Southwest,  home 
to  many  of  its  properties,  went  into 
the  tank.  Debt  more  than  tripled.  Be- 
sides the  Texas  economy,  manage- 
ment guessed  wrong  and  expensively 
on  the  direction  of  interest  rates. 
Harte-Hanks  has  since  sold  or  merged 
all  its  radio  stations  and  cable  sys- 
tems, three  of  its  four  television  sta- 
tions and  most  of  its  two  dozen  or  so 
daily  newspapers.  The  company's  m- 
house  magazine  published  an  unusual 
interview  in  which  a  top  executive 


was  asked  point-blank  whether  the 
company  was  failing. 

So  is  Harte-Hanks  in  trouble?  Quite 
the  contrary.  Here  is  President  and 
Chief  Executive  Robert  G.  Marbut, 
the  LBO's  architect,  smiling  broadly. 
"I'm  real  happy  with  the  way  it's 
turning  out,"  he  says  in  a  voice  hint- 
ing of  his  native  Georgia.  "Some  of 
our  assumptions  turned  out  to  be 
wrong,  but  we  reacted  accordingly." 

Before  the  leveraged  buyout,  Mar- 
but  had  orchestrated  a  decade  of  diz- 
zying growth  at  once-sleepy  Harte- 
Hanks  (Forbes,  Apr  11.  1983).  Since 
the  buyout,  he  has  shown  himself  just 
as  adept  at  shrinking  a  company  and 
redirecting  assets  as  he  clearly  was  at 
making  a  company  grow.  He  shifted 
resources     from     relatively     mature 


■/  executive  ofHarte  Hanks 
Vhile  selling  assets  to  reduce  debt,  he  was  buying  other  properties. 


parts  of  the  communications  busi- 
ness— newspapers  and  radio  and  TV — 
to  what  he  saw  as  faster-growing 
areas.  While  he  was  selling  properties, 
Marbut  was  acquiring  and  develop- 
ing— free  distribution  shoppers,  a 
muscular  direct-marketing  capability 
and  even  a  few  daily  newspapers.  The 
result:  Harte-Hanks  today  is  probably 
the  nation's  largest  publisher  of  these 
ad-packed,  so-called  penny  shoppers, 
reaching  5.5  million  homes  each 
week.  It  has  also  amassed  one  of  the 
most  formidable  direct-marketing 
networks  around. 

Not  all  the  conventional  media 
properties  are  gone.  Harte-Hanks'  sin- 
gle remaining  TV  station  in  San  Anto- 
nio is  one  of  the  country's  highest 
rated  in  terms  of  local  audience  share 
for  its  news  shows.  Newspapers  in 
suburban  Boston  are  thriving.  And 
Harte-Hanks  is  poised  for  growth 
once  the  Texas  turnaround  begins  in 
those  cities  (Corpus  Christi,  Abilene, 
San  Angelo,  Wichita  Falls  and  the 
Dallas  suburbs)  where  it  has  its  larger 
newspaper  operations. 

Certainly  Marbut  is  not  pretending 
he's  done  everything  right.  "We  had 
certain  assumptions  about  the  envi- 
ronment that  turned  out  to  be  very 
wrong,"  he  says  with  a  grimace.  The 
buyout,  effective  September  1984,  tri- 
pled the  company's  long-term  debt  to 
more  than  $800  million,  most  of  it 
bank  loans  pegged  to  the  prime  inter- 
est rate.  Barely  a  year  later,  with  the 
prime  falling,  Harte-Hanks  quickly 
refinanced.  Too  quickly.  It  locked 
into  $400  million  of  fixed-rate  debt  at 
14%,  then  watched  the  prime  tumble 
below  9%  and  stay  there.  Although 
Marbut  was  protecting  against  a  spike 
in  rates,  that  error  cost  maybe  $25 
million  in  extra  interest  over  the  last 
two  years.  Meanwhile,  declining  oil 
prices  halted  the  Texas  boom  and  the 
ability  of  Harte-Hanks  newspapers 
there  to  service  that  added  debt. 

But  in  business,  mistakes  are  rarely 
fatal.  Only  a  failure  to  deal  with  their 
consequences  is  fatal.  Marbut,  a  Geor- 
gia Tech-trained  engineer,  moved  de- 
cisively. He  began  shucking  that  $400 
million  of  fixed  debt,  a  move  that  is 
costing  $30  million  or  so  in  prepay- 
ment penalties.  He  ruthlessly  consoli- 
dated operating  units  and  pared  staff. 
He  started  subleasing  vacated  space  in 
corporate  headquarters. 

But  mainly  Marbut  stayed  liquid, 
accelerating  the  divestiture  program 
to  reduce  that  debt  while  expanding 
the  pennysavers  and  direct-mail  oper- 
ations. This  upset  a  lot  of  Harte- 
Hanks  employees  who  never  thought 
much  of  the  LBO  anyway.  Does  the 
criticism   bother  Marbut?   "I'm  not 
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Here's  something  that  will  help  everyone 
sleep  better.  Except  our  competition. 


At  UPS,  we're  introducing  something  that  will 
help  assure  you  a  restful  nights  sleep  when  it  comes 
to  overnight  delivery. 

Because  now  we  guarantee  UPS  Next  Day  Air 

For  some  time  UPS  has  been  the  only  com- 
pany fast  and  reliable  enough  to  deliver  overnight 
to  every  single  address  coast  to  coast.  And  now  we 
guarantee  it, or  you  don't  pay  for  it. 

What's  more, we'll  even  guarantee  delivery  in  the 

"See  our  current  New  Day  Air  Service  Explanation  and  Air  Service  Guide  for  complete  guarantee  details. 


morning  to  the  vast  majority  of  people  across  the 
country. 

And  because  of  our  efficiency,  we're  still  able  to 
do  all  of  this  for  up  to  half  what  other  companies 
charge. 

All  of  which  is  guaranteed  to  give  our 
competition  a  restless  nights  sleep. 

And  you  a  comfortable  one. 
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tups 

We  run  the  tightest  ship  in  the  shipping  business. 


A  WHOLESALER'S 
SUPERMARKET 

NO  SERIOUS  BUYER  CAN  AFFORD  TO  MISS 
THE  TAIPEI  WORLD  TRADE  CENTER 

During  its  first  year  of  operation  Taipei's  new  multimilhon  dollar 
World  Trade  Center  attracted  1.7  million  visitors  and  more  than 
100,000  buyers  Fourteen  major  international  trade  shows  were  held 
in  its  spectacular  exhibition  atrium,  and  20  are  already  scheduled 
for  the  coming  year 

For  buyers,  the  Taipei  World  Trade  Center  has  it  all:  multilingual 
staff,  computerized  communications,  intercontinental  data  base 
services  through  the  World  Trade  Center  Network,  and  restaurants; 
2,820  display  booths  and  1,027  permanent  showrooms  displaying 
the  products  of  over  2,500  importers  and  exporters 
Everything  from  machine  tools  to  ladies  garments,  all  under  one 
">©.  the  heart  of  the  Asian  Pacific  marketplace. 


Your  window  to  Taiwan  Ouis  lo  the  world 
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X41PEI  H/ORLD 
TR/4DE  CENTER 


5  Hsmyi  Road.  Sec  5.  Taipei  10509.  Taiwan.  Republic  ol  China 

Tel:  (02)725-111'     felex      »  >94  TPEWTC  &  10571  TPEWTC     Telefax   886-2-7251314 

Operated  by  C.  ie  Development  Council 

Tel   (02)715-1515      Tele  RA      Telefax   886-2-7168783 

For  further  information,  con:,,     Par  East  Trade  Service,  Inc.  Branch  Office  in  Chicago  (312)321-9338, 
San  Francisco  (415)  788-4304,  'B8-4305,   Vancouver  (904)682-9501,  or  the  China  External  Trade 
Devetopmenl  Council,  Inc.  iJ       S         ?12)532-7055 
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running  a  popularity  contest,"  he 
snaps  back.  "Public  or  private,  we 
would  have  sold  off  properties,  con- 
solidated units  and  laid  off  people." 

Marbut  says  he  always  planned  to 
get  out  of  radio.  "It  needs  too  much 
attention,"  he  says.  All  the  smaller 
dailies,  many  barely  profitable  any- 
way, were  sold  except  for  those  near 
other  properties  where  a  printing 
plant  could  be  shared  or  advertising 
sold  in  combination.  The  TV  stations 
and  cable  systems,  on  the  other  hand, 
were  sold  at  top  dollar.  A  cable  system 
in  Monmouth  County,  N.J.,  for  exam- 
ple, went  for  a  reported  $2,700  a  sub- 
scriber— very  near  an  industry  record. 
And  Marbut  did  the  peddling  himself. 
"We  don't  have  investment  bankers 
or  brokers,"  he  says.  "Saves  money." 

With  the  divestitures  over,  he  is 

"I'm.  not  running  a 
popularity  contest.  Public 
or  private,  we  would  have 
sold,  off  properties, 
consolidated  units  and 
laid  off  people." 

looking  for  1988  revenues  of  $450 
million — higher  than  any  pre-LBO 
year — operating  income  of  maybe  $70 
million,  and  net  interest  payments  of 
only  $20  million,  the  latter  way  down 
from  the  $81  million  paid  in  1986. 
Much  of  the  remaining  $375  million 
debt  is  zero  coupon  debentures,  is- 
sued with  the  LBO  to  shareholders, 
that  start  paying  16%  interest  in 
1990.  Marbut  undoubtedly  will  pay 
them  off  by  then. 

But  what  about  the  glory  days  of  a 
growing  regional  and  even  national 
newspaper  presence  with  the  accom- 
panying political  clout?  Doesn't  Bob 
Marbut  miss  all  that,  just  a  bit,  some- 
times? "I  don't  care  how  many  papers 
we  have,"  he  declares.  "When  I  was 
younger,  I  probably  did."  At  age  53 
he's  more  concerned  with  the  bottom 
line  and  with  running  a  tight  ship. 

For  him  the  bottom  line  is  spectac- 
ular. Forbes  conservatively  figures 
that  after  paying  the  debt,  Harte- 
Hanks  is  now  worth  at  least  $600 
million,  or  higher  than  the  company's 
market  capitalization  when  the  LBO 
was  announced.  Company  ownership 
is  divided  among  a  small  number  of 
shareholders:  three  family  members 
and  an  institutional  investor  (Teach- 
ers Insurance  &  Annuity  Association 
of  America),  each  with  about  20%  on 
a  fully  diluted  basis,  and  three  dozen 
managers  divvying  up  the  rest.  One  of 
them,  with  a  stake  up  maybe  sixfold 
in  3'/2  years  to  around  $30  million,  is 
Marbut  himself.  ■ 
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We  owe  our  success 

(and  your  trust) 
to  these  Principles 
of  Doing  Business: 

(May  we  never  forget  them!) 
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^1988,  Lands'  End,  Inc. 


Please  send  free  catalog. 

Lands'  End,  Inc.  Dept.  H-47 
Dodgeville,  WI 53595 


Name. 


Address . 


City. 


State Zip 

Or  call  Toll-free: 

800-356-4444 


Junk  bonds,  look  out.  A  number  of  foreign  companies  have  | 
discovered  yet  another  kind  of  takeover  paper:  the  ADR. 

American 
takeover  receipts 


By  Kathleen  Healy 


An  ADR — American  Depositary 
Receipt — is  a  piece  of  paper 
i  representing  a  share  of  stock 
in  a  foreign  company;  a  bank  holds 
the  actual  foreign  shares.  Issuing 
ADRs  is  a  way  for  foreign  companies 
to  have  U.S.  shareholders  while  re- 
ducing the  red  tape  they  must  wade 
through  for  the  Securities  &  Exchange 
Commission  and  other  U.S.  agencies. 

Now  ADRs  are  being  used  as  anoth- 
er kind  of  poker  chip  in  the  takeover 
game.  Consider  the  following  cases: 

•  When  British  Petroleum  bid  for 
minority  holdings  in  Standard  Oil  of 
Ohio  at  the  end  of  last  June  in  a  $7.5 
billion  deal  at  $70  a  share,  some  Sohio 
shareholders  balked.  BP  agreed  to 
sweeten  the  pot.  It  would  pay  $71.50 
per  share  plus  a  warrant.  The  warrant 
would  give  the  holder  the  right  to  buy 


one  BP  ADR  at  $80  for  every  five 
Standard  Oil  shares.  So  far  the  price  of 
BP's  ADRs— recently  59 V*— has  not 
been  high  enough  to  make  exercising 
the  warrants  worthwhile.  But  warrant 
holders  have  until  1993  to  call  their 
shares,  and  the  warrants,  traded  on 
the  NYSE,  were  quoted  at  8  'A  each. 

•  Some  shareholders  of  Instinet 
Corp.,  taken  over  by  Reuters  Holding 
Pic.  in  May  1987,  received  cash  for 
their  shares.  Others,  representing 
51%  of  the  5.1  million  shares  then 
outstanding,  took  the  equivalent  in 
Reuters  Holding  ADRs.  At  the  mo- 
ment the  people  who  took  cash  look 
better  off:  After  Oct.  19  Reuters  stock 
went  down  with  the  market.  The 
ADRs,  priced  at  $66.98  when  issued, 
and  which  had  a  2-for-l  split  in  Febru- 
ary, recently  traded  at  a  52-weck  low 
of  29 '/.. 

•  In  December  of  last  year  share- 


■ 


holders  of  Kidde  Inc.  accepted  a  com- 
bination of  cash  and  warrants  for 
ADRs  from  Hanson  Trust  Pic.  Han- 
son offered  $60.10  per  share  plus  one 
warrant  to  buy  one  ADR  equivalent  to 
five  Hanson  ordinary  shares  at  $18 
each.  Although  the  warrants  are  un- 
der water — the  ADR  recently  sold  for 
12'/4 — the  warrants,  which  don't  ex- 
pire until  1994,  recently  sold  at  3. 

Robert  Pirie,  president  of  Roth- 
schild, Inc.,  a  New  York  investment 
bank  that  handled  Hanson's  deal, 
says,  "We  think  the  ADR  warrant 
gave  our  bid  a  distinct  edge  over  what 
our  competitors  could  have  done." 

For  a  foreign  acquisitor,  the  ADRs 
and  warrants  for  ADRs  have  multiple 
advantages.  They  save  cash  for  the 
acquisitor  and  can  sweeten  a  deal  for 
the  investor  by  reducing  or  eliminat- 
ing the  capital  gains  tax  due. 
More  lenient  SEC  reporting  require- 
ments add  to  the  appeal  of 
ADRs  for  big  foreign  com- 
panies. Foreign  compa- 
nies generally  are  not  re- 
quired to  file  quarterly  re- 
ports, for  example.  Their 
periodic  filings — usually 
at  six-month  intervals — 
are  only  what  they  are  re- 
quired to  publish  at  home. 
Their  annual  reports  are 
due  six  months  after  the 
close  of  the  fiscal  year, 
versus  120  days  for  those 
of  U.S.  companies. 

Says  Joseph  Velli,  a  vice 
president  at  the  Bank  of 
New  York,  which  has  one 
of  the  biggest  ADR  depart- 
ments in  the  business: 
"There  arc  about  six  com- 
panies from  the  U.K.  look- 
ing right  now  to  use  ADRs 
in  acquisitions.  We've 
been  bombarded  with 
questions — and  so  have 
our  attorneys."  ■ 
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AT&T  ALLIANCE®  Services 

Set  Up  Yourself: 

0700456-1000 

Operator  Set  Up  or  Meet-Me 

1800  544-6363 


Off 


In  this  age  of  microchips  and  laser  beams,  the  only  special  equipment 
you  need  to  make  a  conference  call  peels  right  off  this  page. 


Peel  off  this  sticker.  Put  it  on  your 
phone,  vour  directory  anywhere  then 
call  0  700  456-1000  with  any  touch- 
tone  phone  and  follow  the  simple 
instructions. 

That's  all  you  need  to  do  to  make  a 
Conference  Now  call— one  of  our 
AT&T  ALLIANCE9  Teleconferencing 

©1988  AT&T 


Services.  In  virtually  no  time  at  all,  you 
can  set  up  a  meeting  with  3, 4, up  to  58 
locations— both  nationally  or  inter- 
nationallv 

Call  1 800  544-6363  if  you'd  like 
an  operator  to  set  up  your  call,  or  if 
you'd  like  to  use  our  Meet-Me  Service 
—which  allows  people  to  call  into 


your  prearranged  meeting. 

So  go  ahead  and  make  a  confer- 
ence call.  But  first,  don't  forget  to 
install  your  sticker. 

From  equipment  to  networking, 
from  computers  to  communications, 
AT&T  is  the  right  choice. 

Available  in  mosi  US  locations  Special  rates  apply. 


AT&T 

The  right  choice. 
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British  Airways 

ul    i  i  is**  Dedicated  to  those  business  travellers  who  thirst  for  the  finer  things.  And  the  finest  service  The  world's  favourite  airline.  ".^^ 


The  Up  &  Coiners 


On  the  Margin 


Venture  capitalists  like  to  say  they  bet  on 
the  jockey,  not  the  horse.  But  in  the  case  of 
Seeq  Technology,  the  jockey  fell  off  while 
the  horse  kept  the  company  in  the  race. 

You  cant  keep 
a  good  technology 

down 


By  Kathleen  K.  Wiegner 

When  J.  Daniel  McCranie  arrived  at 
San  Jose,  Calif.-based  Seeq  Technol- 
ogy from  Harris  Semiconductor  back 
in  1981,  he  was  37  and  not  terribly 
experienced  in  man- 
agement. In  this  he  was 
not  alone.  "I  was  the 
most  experienced  gen- 
eral manager  at  the 
company,"  McCranie 
recalls,  "and  that  was 
with  only  one  year  of 
experience." 

McCranie  has  since 
had  plenty  of  opportuni- 
ty to  see  what  inexperi- 
enced management  can 
do  to  a  young  high-tech- 
nology company.  In 
March  1986  McCranie 
became  troubled  Seeq's 
fourth  chief  executive. 
By  May  the  company 
was  down  to  $13,000  in 
cash.  For  its  1986  fiscal 
year  (ended  Sept.  30, 
1986),  the  company 
lost  nearly  $24  million 
on  sales  of  $30.5 
million. 

McCranie  is  a  fast 
learner.  Today  Seeq 
Technology  is  profit- 
able. In  fiscal  1987  it 
netted  $2  million  on 
sales  of  $44.6  million. 
Cash  in  the  bank:  $13 
million.  But  if  this  sto- 
ry has  an  overriding 
moral,  it's  that  some- 


times all  the  management  blunders  in 
the  world  can't  keep  a  good  technol- 
ogy down. 

Of  the  dozens  of  semiconductor 
startups  funded  in  the  early  1980s, 
Seeq  looked  like  the  odds-on  favorite. 


Its  founders,  led  by  Gordon  Campbell, 
were  all  former  Intel  Corp.  brain- 
trusters.  They  planned  to  make  a 
memory  chip  that  would  run  rings 
around  an  older  type  of  memory  chip. 
Seeq  raised  $50  million  in  venture 
money  before  hitting  up  the  public 
market  for  $18  million  in  1983.  A  fair 
chunk  of  that  initial  money  was  spent 
on  a  sprawling,  lavishly  furnished 
headquarters  building  and  manufac- 
turing plant. 

The  money  poured  in  because  Seeq 
started  with  a  good  idea.  The  memo- 
ries Campbell  and  his  crowd  proposed 
making  are  known  as  eeproms  (elec- 
trically erasable  programmable  read- 
only memories)  or  E-squares.  They 
belong  to  a  class  of  chips  called  non- 
volatile memories,  so  called  because 
they  can  retain  stored  information 
even  when  the  electrical  power  is 
turned  off.  What's  more,  E-squares 
and  older  eproms  (erasable  program- 
mable read-only  memories)  can  be 
erased  and  then  reprogrammed  by  the 
engineers  who  build  them  into  prod- 


shmuel  Thaler 


Seeq  Chief  Executive  Daniel  McCranie 

The  main  problem?  Gearing  up  for  a  $1  billion  market  that  never  happened. 
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ucts.  But  eproms  must  be  removed 
from  a  circuit  board  and  exposed  to 
ultraviolet  light  for  20  minutes  before 
they  can  be  reprogrammed.  Seeq's  E- 
square  chips  can  be  erased  and  repro- 
grammed while  still  in  place. 

Campbell  and  his  backers  figured 
that  within  a  few  years  E-squares 
would  have  taken  over  the  $600  mil- 
lion market  then  enjoyed  by  eproms. 
By  1987,  they  argued,  E-squares 
would  be  a  $1  billion  market. 

The  technology  was  sound,  but  the 
business  plan  was  a  disaster,  a  gross 
overestimation.  This  year  the  market 
for  E-squares  will  probably  come  to 
around  $150  million,  a  long  way  from 
$1  billion.  A  nice  business,  but  hardly 
big  enough  to  support  Seeq's  original 
cost  structure. 

There  were,  inevitably,  other  prob- 
lems. Seeq  was  a  year  late  shipping  its 
first  product.  And  Intel  slapped  a  law- 
suit (later  settled  out  of  court)  on  the 
company,  claiming  its  founders  had 
taken  valuable  Intel  technology  with 
them.  By  1983  McCranie  and  his  sales 
force  knew  for  sure  that  E-squares 
were  going  to  be  a  harder  sell  than 
anyone  had  anticipated.  The  military, 
which  uses  E-squares  in  avionic  and 
missile  systems,  was  placing  orders. 
But  data  processing  companies — the 
biggest  buyers  of  chips — stayed  away. 
"In       interviews,"       acknowledges 


McCranie  today,  "[Seeq]  management 
would  give  all  these  occult  reasons 
why  the  E-square  market  wasn't 
growing.  Like  the  lack  of  standardiza- 
tion. That  was  baloney.  The  reason 
the  market  wasn't  growing  was  that 
E-squares  were,  on  average,  five  times 
more  expensive  than  eproms.  It  was 
felt  that  innovation  would  occur,  and 
the  next  thing  you  knew  E-squares 
would  cost  no  more  than  eproms. 
That  didn't  happen." 

Seeq's  manufacturing  facility  was 
built  to  serve  a  $600  million  market 
that  in  1983-84  was  turning  out  to  be 
a  $60  million  market.  McCranie  con- 
vinced Campbell  to  begin  making  the 
older  eprom  chips  as  well  as  E- 
squares.  Initially,  that  looked  like  a 
sound  decision:  Seeq's  sales  jumped 
from  $9  million  in  1983  to  $43  mil- 
lion in  1984.  But  in  hindsight,  falling 
back  on  an  older  design  turned  out  to 
be  a  mistake:  the  Japanese  cranked  up 
their  own  eprom  capacity  and  were 
soon  slashing  prices. 

In  the  fall  of  1984  Campbell  and  his 
venture  backers  began  feuding  over 
whether  Campbell  was  the  right  man 
to  run  the  company,  and  Campbell 
soon  left  to  start  San  Jose-based  Chips 
&  Technologies  (Forbes,  June  2. 
J986).  More  managers  walked  to  form 
a  competing  company,  nearby  Atmel, 
leaving  McCranie  and  a  few  other  die- 


hards  holding  the  bag. 

Campbell's  successor  lasted  less 
than  a  year.  A  three-man  "office  of  the 
president"  took  over  in  July  1985, 
with  Floyd  Kvamme,  representing 
one  of  Seeq's  venture  backers,  as  chief 
executive.  Finally,  in  March  1986, 
McCranie,  who  had  served  as  one  of  i 
the  triumvirate,  was  named  .chief  ex- 
ecutive. By  then  Seeq  was  almost 
broke.  The  company's  stock  was  at  2, 
down  from  a  peak  of  over  65  (adjust- , 
ing  for  a  l-for-5  reverse  split  last  year). : 

Seeq's     investment     banker     told; 
McCranie  the  situation  was  hopeless.  I 
But  McCranie  knew  that  down  inu 
Seeq's  labs  was  an  E-square  chip  that 
could  be  made  for  only  Wi  times  asj 
much  as  it  cost  to  make  an  eprom.  If  j 
he  could  just  keep  the  company  afloat ' 
while  he  got  that  chip  to  market,  Seeq 
might  have  a  chance. 

McCranie    went    home    for    the : 
Fourth  of  July  weekend  and  came  I 
back  determined  to  do  what  his  prede- 
cessors  should  have  done.  In  short  i 
order  he  laid  off  40%   of  his  work  i 
force,    cut   way   back   on   expenses,  I 
wrote  off  much  of  the  eprom  busi-  I 
ness,    restructured  all   Seeq's  leases 
and  re-leased  excess  building  space.  I 
To  raise  cash,  he  sold  14%   of  the  I 
company  to  Monolithic  Memories  for  t| 
$4    million.    (Monolithic    has    since 
been  merged  with  Advanced  Micro  i 


Taking  the  time  to  do  our  homework  helps  us 
write  your  insurance  a  little  differently. 
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Devices.)  A  deal  with  Motorola  to  de- 
velop an  E-square  microcomputer 
brought  in  another  $2  million. 

McCranie  has  begun  shipping  his 
cheaper  E-squares  in  partnership  with 
National  Semiconductor,  which  will 
provide  its  low-cost  manufacturing 
and  will  also  market  these  chips. 
McCranie  notes  that  at  the  new  chip's 
price  level,  the  computer  companies 
are  starting  to  get  interested.  As  for 
his  more  expensive,  full-featured  E- 
squares,  the  military  remains  a  good 
customer,  as  do  the  telecommunica- 
tions companies,  which  use  them  for 
modems  and  cellular  radio.  Recogniz- 
ing that  E-square  memories  will  prob- 
ably remain  a  niche  business  for  the 
foreseeable  future,  McCranie  is  also 
trying  to  adapt  the  technology  for  oth- 
er kinds  of  chips,  like  microproces- 
sors or  programmable  logic  chips. 

But  when  you  run  a  smallish  tech- 
nology company,  you  can  be  sure  that 
there  will  never  be  a  dull  moment.  In 
the  first  quarter  of  fiscal  1988  Seeq 
earned  $1.9  million  on  record  reve- 
nues of  $15  million.  Alas.  Seeq's  over- 
the-counter  shares  were  recently  at 
6 — just  ten  times  likely  1988  earnings 
and  five  times  its  cash  assets.  Now 
McCranie  has  to  worry  not  only  about 
keeping  the  company  growing  but 
also  about  keeping  it  out  of  a  preda- 
tor's hands.  ■ 


The  Up  &  Comers 


On  the  Margin 


"I  can  t  find  somebody  better  than  me >/ 
insists  TeleVideo  Systems,  Inc.s  belea- 
guered Philip  Hwang. 


What  a  pity 


By  John  Heins 


As  a  boy  living  in  North  Korea 
during  the  Korean  War,  Kyupin 
I  Philip  Hwang  did  odd  jobs  for 
U.S.  soldiers,  taking  C  rations  as  pay 
to  feed  his  family.  After  fleeing  south, 
he  sold  pencils  and  shined  shoes  on 


Seoul  streets  to  pay  for  high  school, 
and  later  worked  as  a  sales  clerk  in  a 
U.S.  Army  post  exchange  to  raise  pas- 
sage to  the  U.S.,  where  he  arrived  in 
1964.  Nineteen  years  later  the  com- 
puter terminal  and  systems  manufac- 
turer Hwang  started,  TeleVideo  Sys- 
tems, Inc.,  went  public,  underwritten 
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by  L.F.  Rothschild,  at  7.5  times  sales. 
Hwang's  personal  stake  in  Tele  Video 
soon  boosted  him  into  the  billionaire 
class.  National  magazines  and  news- 
papers celebrated  this  American  tale. 

Some  of  those  framed  articles  still 
adorn  Hwang's  spacious  Sunnyvale, 
Calif,  office,  but  the  billion-dollar  net 
worth  evaporated  long  ago.  For  the 
fiscal  year  ended  last  October,  Tele- 
Video  lost  $8.9  million  on  sales  of  $99 
million,  its  third  straight  year  of 
losses.  In  the  fiscal  first  quarter,  Tele- 
Video  lost  another  $4.5  million.  The 
stock  spurted  to  40  in  1983  and  now 
stands  barely  over  1,  valu- 
ing Hwang's  58%  holding 
at  about  $35  million. 

So  what  happened? 
Hwang  founded  TeleVid- 
eo  in  his  garage  in  1975  to 
sell  television  monitors 
for  videogames.  He 
branched  into  general 
computer  video  display 
terminals  in  1979  and 
took  the  market  by  storm 
with  his  low-cost,  high- 
quality  terminals  built  in 
South  Korea. 

This  was  a  good  niche 
business.  But  rather  than 
stay  with  it,  Hwang  felt 
he  had  to  expand.  Seeking 
higher  margins  and  faster 
growth,  he  moved  head- 
long into  personal  com- 
puters— just  as  IBM  was 
asserting  itself  in  PCs.  He 
tried  to  push  TcleVideo 
products  through  retail 
stores,  a  distribution 
channel  where  TcleVideo 
had  neither  the  reputation 
nor  the  ad  hudget  to  com- 
pete against  heavy  hitters 
like  Apple  Computer  and 
IBM.  A  moncylosing  foray  into  com- 
puter printers,  which  pitted  TcleVi- 
deo against  strong  lapanese  competi- 
tors, ended  last  year  with  the  sale  of 
the  division. 

Worse,  Hwang  took  his  eye  ott  his 
original  hall  TeleVideo's  terminals. 
As  custom*  i  -rvice  and  support  tell 
ofl  and  technological  innovation 
waned,  compi  titors  like  Wvse  I'cch- 
nology  (Forb  16,  1987)  began 

pushing  TeleVideo  aside. 

In  1985  ideo  lost  nearly  $20 

million  on  $103  million  >n  salt  s,  and 
Hwanj;  began  to  il.  Hefre 

quently  dressed  down  managers  m 
public,  undermining  their  ai  d  ority. 
This  impen<  new 

The  year  before,  t>>  one  count, 
Hwang  had  become  so  enraged  at 
what  he  saw  as  sloppine:  -  in  several 
of  his  junioi  si  pi  every- 


thing off  their  desks — personal  and 
business  items — and  ordered  the 
maintenance  crew  to  toss  it  all  in  a 
dumpster.  A  former  publicity  staffer 
recalls  that  Hwang  became  obsessed 
with  winning  the  kind  of  recognition 
that  was  accorded  to  Apple  cofounder 
Steven  Jobs. 

"Hwang  has  one  of  the  biggest  egos 
in  Silicon  Valley,"  says  Shearson  Leh- 
man Hutton  analyst  Peter  Ting.  "And 
that's  saying  a  lot." 

Isn't  an  outsize  ego  essential  for 
entreprenurial  success?  Yes,  but 
Hwang's  ego  wasn't  merely  outsize.  It 


TeleVideo  Systems' founder  Kyupin  Philip  Hwang 
"l  could  not  bring  in  somebody  to  clean  up  my 


also  blinded  him  to  TeleVideo's  mar- 
keting problems.  Even  now,  distribu- 
tors say  Hwang  won't  listen  to  them 
or  to  his  sales  managers  in  the  field. 

Last  year  TeleVideo's  largest  dis- 
tributors met  with  Hwang  to  lobby  for 
concerted  price-cutting  to  move  bulg- 
ing TeleVideo  inventories  out  of 
stock.  Says  one  distributor  who  at- 
tended the  meeting:  "He  totally  ig- 
nored us,  and  wc  all  got  stuck  with 
the  inventory."  Sales  strategies  be- 
came so  muddled  that,  before  a  recent 
revamping  of  the  sales  staff,  Tcle- 
Video often  had  two  different  sales- 
men calling  on  the  same  customer. 

(  omplains  lack  Brannon,  president 
of  Marietta,  Ga.'s  Americom  Distrib- 
utors, which  sells  TeleVideo  prod- 
ucts: "There's  no  continuity  to  the 
product  or  to  the  marketing  because 
ol  Phil's  inability  to  hold  on  to  peo- 


ple." Compare  all  this  with  the  way  J. 
Daniel  McCranie  has  been  turning 
around  Seeq  Technology  (see  p.  51). 

In  1986  and  1987  Hwang  an- 
nounced major  acquisitions  that 
would  have  brought  TeleVideo  need- 
ed market  share  and  added  manage- 
ment depth.  But  they  collapsed  after 
Hwang  refused  to  give  up  any  operat- 
ing control  in  the  merged  company. 

TeleVideo's  new  terminal  and  sys- 
tems lines  were  supposed  to  be 
shipped  late  last  year,  but  engineering 
problems  delayed  shipments  until 
last  month.  The  late  shipments  cost 
Hwang  dearly.  Months 
earlier  he  had  doubled  his 
sales  force  to  gear  up  for 
the  new  products. 

How  does  Hwang  re- 
spond to  the  charges 
against  him?  Arms  wav- 
ing, Hwang  argues  that  he 
has  cleaned  up  the  "mess" 
at  TeleVideo.  The  compa- 
ny, he  insists,  is  poised  for 
a  strong  rebound.  He's 
betting  on  TeleVideo's 
new  open-architecture 
computer  systems  that  al- 
low users  and  resellers  to 
easily  expand  or  upgrade 
the  computers.  In  his  new 
line  of  terminals,  he  is  us- 
ing proprietary  chips  that 
allow  compatibility  with 
some  two  dozen  different 
computer  systems. 

This  looks  like  too  lit- 
tle, too  late.  Big  players 
like  IBM,  Digital  Equip- 
ment and  Hewlett-Pack- 
ard are  now  going  aggres- 
sively after  TeleVideo's 
terminals  business.  "The 
next  three  to  four  months 
are  critical  for  TeleVid- 
eo," says  Larry  Dluhy,  executive  vice 
president  of  West  Hempstead,  N.Y.'s 
Tricom  Group,  who  says  he  is  consid- 
ering dropping  the  TeleVideo  line. 
"The  new  products  have  to  work. 
This  is  it." 

At  51,  Hwang  insists  he  will  right 
his  ship — or  go  down  with  it,  as  Wall 
Street  seems  to  think  will  happen.  At 
a  recent  l'A,  TeleVideo  trades  at 
about  half  of  book  value  and  only 
slightly  more  than  its  cash  per  share. 
"I  want  to  get  the  stock  back  to  where 
it  was,"  vows  Hwang.  "I'm  going  to 
fight."  But  he  stubbornly  avoids  the 
course — bringing  in  professional  top 
management,  a  la  Apple — that  would 
probably  offer  the  most  hope. 

"I  could  not  bring  in  somebody  to 
clean  up  my  mess,"  Hwang  main- 
tains. "I  can't  find  somebody  better 
than  me."  Too  bad.  ■ 


mess 
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The  new  Continental  will  change  the 
/vay  the  world  thinks  of  American  cars!' 

—Car  and  Driver 

"Under  the  Continental's 

sleek  sheetmetal  lurks  a  suspension 
engineer's  dream  come  true:  computer- 
ontrolled  air  springs  and  dual-damping 

shocks  at  each  wheel".— Automobile 

: . .  it's  a  magic-carpet  limo  that  shifts  to 
tied-down  sports  sedan  exactly  when 
you  want  or  need  it  to.  Amazing!" 

—Motor  Trend 

"This  car  translates  much  of  the  r  ■  »< 

European  standard  of  luxury  into  the  |W 

American  idiom.  In  so  doing  it  redefines  AA,U 

automotive  luxury  in  the  U.S.  We  think  T  •  ts^ 

it  will  be  a  hit'.'-yAivtol/l/ee/<  Wl  J I 


The  new  Lincoln  Continental.  It's  the 

/orld's  most  advanced  luxury  car  And 

that's  not  an  opinion.  It's  a  fact.  For 

lore  information,  call  1  800  822-9292. 

Lincoln 

What  a  luxury  car  should  be. 


The  Europeans 
would  prefer 
we  keep  these 
opinions 
to  ourselves. 
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Practically  everyone  agrees  that  the  cellu- 
lar telephone  business  will  change  the  way 
we  work  and  play.  But  it  may  be  late  for 
investors  to  get  in  on  this  good  thing. 

Great 
expectations 


By  Howard  Rudnitsky 


Analyst  Dennis  Leibowitz,  of 
Donaldson,  Lufkin  &.  Jenrette, 
i  is  nobody's  fool,  and  when  he 
calls  the  cellular  telephone  franchise 
business  "one  of  the  very  few  [busi- 
nesses] with  open-ended  growth  po- 
tential," you  can't  dismiss  his  opti- 
mism out  of  hand. 

Especially  so  when  some  smart  peo- 
ple are  putting  big  money  into  the 


business  of  making  it  possible  for 
Americans  to  talk  by  telephone  in 
their  cars.  Last  month  BellSouth  En- 
terprises President  William  O.  Mc- 
Coy offered  $710  million  in  BellSouth 
stock  for  Mobile  Communications 
Corp.  of  America,  a  cellular  telephone 
and  paging  company  based  in  Jackson, 
Miss.  Mobile  has  franchises  owned  in 
partnership  with  BellSouth  in  Los  An- 
geles and  Houston. The  offering  price, 
which  excludes  some  of  Mobile  Com- 


munications' paging  assets,  works  out 
to  7lA  times  revenues,  30  times  this 
year's  projected  cash  flow  and  100 
times  earnings. 

For  another  rich  little  deal,  consider 
American  Cellular  Network.  Com- 
cast Corp.,  a  tightfisted  cable  TV  oper- 
ator based  in  Philadelphia,  is  paying 
$230  million — or  10  times  revenues 
and  20  times  projected  1988  operating 
cash  flow — for  AmCell. 

Impressive  personal  net  worths  are 
abuilding.  Mobile  Communications' 
founder  John  Palmer,  52,  and  his  asso- 
ciates will  walk  away  with  $70  mil- 
lion in  BellSouth  stock  (plus  some 
radio-paging  assets)  on  a  minuscule 
investment  in  cellular  made  five 
years  ago.  AmCell  founders  Sidney 
Azeez  and  John  Scarpa  will  realize 
about  $55  million  on  the  roughly  $7 
million  they  put  into  the  company 
five  years  ago.  In  Seattle,  McCaw  Cel- 
lular's  39-year-old  Craig  McCaw  has 
created  a  $1  billion  fortune  for  his 
family  and  a  second  fortune  for  the 
Taylor  and  Jordan  families,  who  con- 
trol Boston's  Affiliated  Publications 
(see  box,  p.  59).  And  there  are  more 
such  tales. 

So  big  are  the  numbers  getting,  it's 
only  fair  to  ask:  Has  cellular  gotten 
ahead  of  itself?  Are  prices  reaching 
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Cellular  plays 

In  each  market,  cellular  telephone  franchises  have  been 
awarded  to  the  local  telephone  company  and  an  inde- 
pendent. But  the  telephone  companies  have  begun  buy- 

ing  up  independent  franchises  in  other  markets,  which 
probably  makes  sense  given  their  financial  might  and 
staying  power  in  the  face  of  a  recession. 

Company  /major  markets 

-x    3  •= 

Shares        Total  net 
outstanding1  population2 
(mil)              {mil) 

Net 
population   Subscribers 
per  share          (000) 

Long-term 

debt 

($mil) 

Cash 
flow3 

(Smil) 

recent 

Price 

5  2- week 
high  low 

Telephone  companies 

PacTel/CA,  MI,  GA 

$12,423 

432 

28 

0.07 

155 

5,321 

2,657 

28% 

33%-22'/2 

BellSouth/GA,  FL,  TX 

18,769 

481 

274 

0.06 

74 

6,320 

4,163 

39 

43'/2-29'/8 

SWBell/IL,  DC,  TX 

11,030 

300 

27 

0.09 

150 

5,649 

2,697 

36% 

45'/2-28% 

Nynex/NY,  MA,  RI 

13,458 

204 

22 

0.11 

75 

6,076 

3,307 

66 

78%-58 

GTE/TX,  CA,  FL 

12,456 

330 

21 

0.06 

66 

9,587 

3,556 

37% 

44%-29% 

Ameritech/IL,  MI,  OH 

12,515 

139 

20 

0.14 

90 

4,389 

2,981 

90% 

99%-74 

Bell  Atl/PA,  DC,  MD 

13,748 

198 

19 

0.10 

64 

5,199 

3,357 

69% 

79%-60V2 

US  West/AZ,  CA,  MN 

10,093 

190 

14 

0.07 

50 

4,949 

2,647 

53  '/s 

60'/4-42V2 

Centel/NV,  VA,  NC 

2,153 

44 

6 

0.14 

15 

883 

358 

49Vi 

50%-32% 

Independents 

McCaw/FL,  TX,  CA5 

2,494 

112 

47 

0.42 

132 

1,038 

-64 

22% 

26    -11 

Lin  Broadcasting/NY,  PA,  TX 

2,792 

52 

18 

0.35 

150 

48 

106 

53% 

575/8-211/2 

Metro  Mobile/CT,  AZ 

849 

26 

10 

0.38 

22 

76 

-9 

32% 

331/2-12% 

Cellular  Comm/OH,  TX 

471 

20 

7 

0.35 

25 

134 

-3 

23 

23%-  7 

Mobile  Comm  Amer/TX,  CA6 

621 

24 

6 

0.25 

40 

124 

247 

26% 

33'/2-12% 

Vanguard/PA,  FL 

210 

10 

5 

0.50 

9 

30 

-8 

21 

22    -20 

'As  of  Dec.  31,  1987.     Population  within  franchise  area.     3For  independents,  cash  flow  is  operating  income  plus  depreciation  and  amortization.  For  telephone 
companies,  cash  flow  is  net  income  plus  depreciation  and  amortization.    ^Includes  50-50  joint  partnership  with  Mobile  Communications.     543%  owned  by 
Affiliate.    'Acquisition  by  BellSouth  pending.     7Cellular  losses  are  absorbed  by  BellSouth. 

Sources:  RCR  Publications:  company  reports  and  Forbes  estimates 

tulip  bulb  proportions? 

There  is  no  question  that  cellular  is 
an  important  breakthrough  in  tele- 
communications. A  local  cellular 
franchisee  divides  an  area  into  cells  5 
miles  to  10  miles  in  radius.  The  fran- 
chisee installs  low-power  transmit- 
ters and  receivers  in  each  cell;  these  in 
turn  are  connected  by  microwave 
transmitters  or  land  lines  to  mobile 
switching  stations.  As  a  car  leaves  one 
cell,  the  switching  station  automati- 
cally transfers  the  call  to  the  next  cell, 
and  so  on.  The  switching  station  also 
connects  the  mobile  telephone  to  the 
local,  long  distance  and  international 
telephone  phone  lines. 

With  today's  newer  portable 
phones,  you  can  walk  down  Fifth  Ave- 
nue in  Manhattan  while  talking  to 
your  spouse  in  Boise,  or  your  partner 
in  Tokyo.  Pretty  soon  the  gear  will  be 
cheap  enough  that  teenagers  can  take 
a  phone  with  them  on  dates.  No  more, 
"Gee,  Mom,  I  would've  called  but  I 
didn't  have  a  quarter."  In  the  U.S.  the 
car  facsimile  machine  is  just  around 
the  corner.  So  cellular  communica- 
tions is  no  gadgety  gimmick:  It  is  a 
service  that  fills  a  real  need  for  a  soci- 
ety on  the  go. 


But  in  the  real  world  of  business, 
there's  many  a  slip  twixt  cup  and  lip. 
With  little  in  the  way  of  earnings  or 
cash  flow,  cellular  franchises  today 
sell  on  the  basis  of  two  expectations: 
( 1 )  the  number  of  potential  customers 
in  the  area  covered  by  their  franchise, 
and  (2)  how  much  each  of  those  cus- 
tomers is  likely  to  spend.  The  first 
expectation  is  the  population  that 
lives  in  the  cellular  franchisee's 
area — the  so-called  pops  figure.  If  a 
franchise  area  has  a  population  of,  say, 
2  million,  and  a  company  owns  60% 
of  the  franchise  (partners  accounting 
for  the  rest),  then  the  company  would 
have  1.2  million  pops. 

What's  a  pop  worth?  BellSouth  is 
paying  some  $80  to  $85  a  pop  for 
Mobile  Communications.  McCaw, 
which  about  18  months  ago  was  pay- 
ing only  about  $20  per  pop  for  fran- 
chises, a  few  months  ago  paid  $80  a 
pop  for  the  Washington  Post  Co.'s 
Florida  cellular  business.  McCaw  it- 
self is  being  valued  in  the  stock  mar- 
ket at  $75  to  $80  a  pop. 

These  prices  are  assuming  a  great 
deal.  They  assume  that  a  significant 
percentage  of  the  pops  will  sign  up  for 
the  services  and  that,  once  signed, 


they  will  use  the  expensive  service  on 
a  big  scale. 

When  the  Federal  Communications 
Commission  started  to  divvy  up  the 
cellular  industry  in  the  early  1980s  it 
awarded  two  franchises  for  each  mar- 
ket, to  make  sure  there  was  competi- 
tion. The  "wireline"  franchise  went 
to  the  local  Bell  operating  company. 
The  independent  or  "nonwireline" 
franchise  was  at  first  chosen  by  the 
FCC  in  some  markets.  Later  markets 
were  awarded  by  lottery. 

Let's  crunch  a  few  numbers.  What 
"per  pop"  amounts  to  is  an  assump- 
tion that  a  given  independent  compa- 
ny will  have  about  half  the  cellular 
market,  and  the  local  phone  company 
will  have  the  other  half.  Let's  say  cel- 
lular's  penetration  will  be  4%  five 
years  from  now.  Then  the  indepen- 
dent franchisee's  penetration  will 
likely  be  2%. 

Let's  go  on  with  the  numbers.  If  the 
franchise  covers  1  million  pops  and 
ultimately  signs  2%  of  them,  it  will 
have  20,000  customers.  Paying  $80  a 
pop  is  the  same  as  paying  $4,000  to- 
day for  tomorrow's  projected  custom- 
er. By  contrast,  cable  TV  systems  can 
currently  be  purchased  for  around 
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$2,000  per  existing  subscriber. 

Is  $4,000  per  potential  subscriber 
too  much?  That  depends  on  how 
much  the  subscriber,  if  he  material- 
izes, spends.  Donaldson,  Lufkin  & 
Jenrette's  Dennis  Leibowitz,  like 
most  cellular  analysts,  believes  cellu- 
lar operators'  gross  margins  will  be 
around  50% .  Five  years  from  now,  he 
projects,  "the  average  cellular  sub- 
scriber will  generate  $460  per  year  in 
cash  flow,  and  be  worth  $6,000  each." 
Leibowitz  goes  on  to  predict  that  in 
1993,  "cellular  could  well  achieve  5% 
penetration  levels,  which  would 
translate  into  9  million  customers,  or 
nine  times  1987's  1  million  cellular 
customers." 

Optimists  like  Leibowitz  argue  that 
costs  will  drop  and  the  convenience 
will  rise,  making  cellular  phone  ser- 
vice more  irresistible  than  it  is  today. 
New  portable  cellular  phone  models 
can  be  carried  around  in  a  briefcase  or 
large  pocketbook.  Prices,  typically 
$4,000  a  year  and  a  half  ago,  are  ex- 
pected to  drop  from  today's  $1,495  to 
below  $500  in  1993.  More  automak- 
ers— especially  the  Japanese — will  fol- 
low BMW's  lead  and  make  cellular 
phones  standard  equipment  on  top-of- 
the-line  models. 

Fredrick  Moran  is  president  of 
Greenwich,  Conn,  money  manager 
Moran  Asset  Management.  He  has 
made  a  lot  of  money  for  his  clients  in 
American  Cellular  (he  controlled  9%) 
and  other  cellular  plays.  Moran  says: 
"With  5%  penetration,  cash  flow  per 
subscriber  will  be  over  $550  and  each 
one  will  be  worth  $9,000." 


Impressive  numbers,  but  remember 
this:  All  this  is  simply  playing  with 
numbers.  Nobody  really  knows  what 
percentage  of  a  given  pop  will  sign  up 
nor  how  much  each  will  use  the  ser- 
vice. To  create  the  cash  flow  of  $450 
to  $550  per  customer  that  the  analysts 
predict  would  require  that  the  average 
customer  run  up  annual  bills  of  $900 
to  $1,100.  When  added  to  the  home 
phone  bill,  that's  a  lot  of  money  for 
the  average  person. 

In  the  real  world,  new  customers 
are  costly  to  attract.  Last  year  McCaw 
Cellular,  with  franchises  covering  47 
million  pops,  spent  $61  million  on 
marketing,  but  added  only  100,000 
customers.  That's  a  lot  to  pay  per  cus- 
tomer, any  of  whom  can  cancel  at  any 
moment.  Indeed,  the  industry's 
"churn,"  as  cancelations  are  known, 
sometimes  reaches  as  high  as  3%  per 
month.  Even  at  the  more  typical  1% 
per  month  cancelation  rate,  a  cellular 
operator  must  add  12%  more  sub- 
scribers annually  just  to  stay  even. 

In  this  growth  industry,  as  in  any 
growth  industry  in  its  early  stages, 
things  that  can  go  wrong  often  do. 

Older  investors  may  remember 
that,  beginning  in  the  late  1960s,  lots 
of  smart  folks  thought  cable  TV 
would  become  a  huge  industry.  Much 
capital  was  raised  to  buy  franchises, 
string  cable  and  sign  up  customers. 
True  to  expectations,  cable  today  is 
indeed  a  big  and  profitable  business. 
But  a  number  of  cable  operators  near- 
ly went  under  in  the  1973-74  reces- 
sion. Investors  who  missed  the  first 
cable    stock    runup    had    a    second 


chance  to  buy  in  cheap. 

There's  upside  leverage  in  adding 
customers  to  a  fixed-cost  system.  But 
leverage  works  both  ways.  The  typi- 
cal user  now  spends  over  $100  a 
month  for  the  service.  But  as  marginal 
customers  are  added,  the  average  bill 
could  drop.  It  could  drop,  too,  in  a 
recession.  If  usage  dropped  to  $75  a 
month  from  $100,  profit  margins 
woud  fall  even  faster  because  of  the 
industry's  relatively  high  fixed  costs. 

Cellular  is  growing  so  rapidly,  and 
from  such  a  small  base,  that  extrapo- 
lations are  hazardous.  Up  to  now,  cel- 
lular has  been  so  expensive  that  it  has 
attracted  primarily  business  users  not  j 
overly  concerned  about  price.  Price 
competition  is  mainly  in  the  form  of 
the  basic  charge.  But  the  fact  that 
price  wars  between  the  wireline  and 
nonwireline  franchisees  have  not  yet 
broken  out  does  not  mean  they  won't 
break  out.  Cellular  phone  rates  are 
not  regulated  by  the  FCC.  Come  a 
recession  (and  there  will  come  a  reces- 
sion), cellular  operators  with  sizable 
fixed  costs  to  support  could  be  in  trou- 
ble. In  such  an  environment,  the  deep- 
pocketed  Bell  operating  company 
franchisees  would  seem  the  likely 
victors. 

Considering  all  this,  more  than  one 
old  hand  has  considered  the  future, 
and  decided  to  hedge  it  with  a  little 
cash.  Well-managed  Lin  Broadcasting, 
which  has  $214  million  in  cash  and 
very  little  debt,  has  18  million  pops  in 
key  markets  like  New  York,  Los  An- 
geles, Philadelphia  and  Houston  and 
wants  more.  But  not  at  current  prices. 

Philip  Gould  Malm 


John  Palmer  \   hlle  Communications  ofAmaica  chairman 

BellSouth  'a  offer  was  too  good  to  refute. 
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Eastern  money,  western  brass 


Fifteen  years  ago 
McCaw  Communica- 
tions consisted  of  some  ra- 
dio station  assets  and  a  tiny 
cable  TV  operation.  Today 
McCaw,  of  Kirkland, 
Wash.,  near  Seattle,  is  the 
biggest  cellular  telephone 
company  in  the  country.  It 
has  127  franchises  covering 
a  total  population  of  47  mil- 
lion. It  also  has  $1  billion  in 
debt.  Market  capitaliza- 
tion: $2.5  billion. 

The  company  is  the  prod- 
uct of  Craig  McCaw,  now 
39,  who,  after  his  father's 
death  in  1969  was  forced  to 
run  the  business  while  still 
an  undergraduate  at  Stan- 
ford. By  1981  McCaw  need- 
ed money  to  expand  in  ca- 
ble. Enter  Boston's  Affiliat- 
ed Publications,  publisher 
of  the  Boston  Globe  and  controlled  (51%)  by  Boston's 
Taylor  and  Jordan  families.  Bill  Daniels,  a  leading  cable 
broker,  brought  them  together,  and  they  entered  into 
what  turned  out  to  be  one  of  the  decade's  more  bounti- 
ful partnerships. 

Starting  with  an  initial  $12  million  from  Affiliated 
(its  total  investment  has  come  to  $82  million)  McCaw 
was  able  to  expand  rapidly.  He  borrowed  liberally  to 
buy  cable  systems  just  before  their  cash  flows  and 
prices  rose. 

By  1984,  the  new  cellular  telephone  franchises  were 
up  for  grabs.  But  that  required  McCaw's  full-time  at- 
tention and  lots  more  money.  In  the  spring  of  1987 
McCaw  sold  its  cable  TV  business  to  Jack  Kent  Cooke 
for  $755  million.  McCaw  received  $165  million  or  so 
after  taxes  and  debt  repayments.  Now  Craig  McCaw  is 
betting  the  roll  on  cellular. 

Affiliated 's  management  swallowed  hard  but  agreed 
to  bet  again  on  young  McCaw.  To  raise  more  money  to 


Rich  Frishman 


McCaw  Cellular's  Craig  McCaw 
A  bountiful  partnership. 


buy  franchises  McCaw  es- 
tablished a  public  market 
for  its  shares.  It  sold  a  13% 
stake  to  the  public  in  a 
newly  created  company 
called  McCaw  Cellular 
Communications  for  $309 
million  ($21.75  a  share)  last 
August,  and  sold  $600  mil- 
lion of  debt.  At  year-end 
McCaw's  net  working  capi- 
tal was  down  to  $387  mil- 
lion. Operating  cash  flow 
last  year  ran  at  minus  $64 
million.  McCaw  Cellular 
President  Wayne  Perry  says 
losses  will  continue  at  least 
through  1988. 

When  will  McCaw  Cellu- 
lar's cash  flow  turn  posi- 
tive? An  Affiliated  Publica- 
tions executive  suggests 
that  it  may  happen  in  18 
months  or  so — if,  he  says, 
Craig  McCaw  doesn't  make  additional  acquisitions. 

McCaw  is  a  master  at  negotiating  for  franchises  but 
has  yet  to  show  that  he  can  operate  a  huge  system 
efficiently.  Meanwhile,  system  construction  and  mar- 
keting costs  continue  to  be  onerous.  To  help  ease  the 
debt-service  burden  (around  $10  million  a  month), 
McCaw  and  Affiliated  recently  agreed  to  put  $165 
million  of  cash  and  their  profitable  radio-paging  busi- 
ness into  the  company  in  return  for  shares  of  McCaw 
Cellular  stock. 

Whatever  lies  ahead,  the  principals  right  now  have 
few  complaints.  Craig  McCaw  holds  voting  control 
through  a  trust  agreement  with  his  family  and  Affiliat- 
ed. After  pending  transactions  are  consummated,  the 
McCaw  family  will  own  some  64  million  shares  with  a 
market  value  (at  current  prices)  of  $1.4  billion.  Affiliat- 
ed Publications  owns  61  million  shares  worth  $1.3 
billion — more  than  the  mature  Boston  Globe.  That's  not 
a  bad  return  on  $82  million. — H.R. 


Lin  offered  to  buy  American  Cellular, 
but  wouldn't  go  near  Comcast's  suc- 
cessful $230  million  offer. 

Within  the  last  year  or  so,  the 
Washington  Post  Co.  has  sold  all  its 
cellular  operations.  The  Post  sold  its 
Florida  cellular  business  to  McCaw 
Cellular  in  January  for  $240  million, 
almost  twice  its  cost.  Shrewd  media 
entrepreneur  John  Kluge  sold  his  Met- 
romedia cellular  and  paging  holdings 
late  last  summer  to  Southwestern 
Bell  for  $1.35  billion. 

Are  these  smart  folks  saying  cellu- 
lar is  about  to  collapse?  Not  necessar- 
ily. They're  simply  saying  that  cur- 
rent prices  are  high,  and  that  there  are 
other,  more  profitable  things  to  do 
with  their  money. 


Okay.  You  understand  the  risks. 
You  appreciate  that  some  knowledge- 
able players  have  already  left  the  ta- 
ble. You  still  think  cellular  is  the 
wave  of  the  future,  and  you  want  a 
piece  of  the  action. 

Unfortunately,  only  a  few  publicly 
traded  independent  cellular  compa- 
nies remain  (see  table,  p.  57).  Their 
market  prices  already  reflect  most 
of  the  good  things — and  few  of  the 
bad  things — that  could  befall  the 
industry. 

As  Wall  Street  will,  Drexel  Burn- 
ham  and  Merrill  Lynch  moved  to  fill 
demand  last  month  when  they 
brought  a  small  startup  company, 
Vanguard  Cellular  System,  public. 
Operating   mainly   what    it    calls   a 


"Pennsylvania  supersystem,"  Van- 
guard has  a  market  value  of  $210  mil- 
lion, or  4  times  its  current  equity.  The 
stock  is  a  rank  speculation  at  these 
prices  but  sold  well  because  the  de- 
mand for  such  stocks  currently  ex- 
ceeds the  supply.  But  this  situation  is 
unlikely  to  continue.  Some  telephone 
operating  companies  can  be  expected 
to  spin  off  part  of  their  cellular  opera- 
tions, in  order  to  take  advantage  of 
today's  high  cellular  stock  prices. 
Contel  and  USWest,  in  particular, 
may  well  go  this  route. 

Cellular  probably  will  be  a  big  busi- 
ness in  the  years  ahead.  But  it  will  not 
travel  from  here  to  there  along  an 
ascending  straight  line.  Better  safe 
than  sorry.  ■ 
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The  tax  code  has  gotten  so  messy  that  an 
increase  aimed  at  life  insurers  has  turned 
into  a  windfall  for  some  of  them. 

Unintended 
consequences 


By  Rath  Simon 


If  you  still  think  Congress 
knows  what's  in  the  tax  laws  it 
passes,  look  at  the  soon-to-be-no- 
torious Section  809.  Part  of  a  1984 
crackdown  on  life  underwriters, 
which  weren't  paying  much  income 
tax,  it  has,  by  mathematical  fluke, 
turned  into  a  windfall  for  some  of 
them.  They'll  use  it  to  get  a  $200 
million  tax  break. 

"It's  a  screwy  result  if  I've  ever  seen 
one,"  says  American  University  law 
professor  Andrew  Pike,  a  former  Trea- 
sury official  who  helped 
draft  the  measure. 

Word  of  the  break  is 
just  getting  out  in 
Washington,  but  al- 
ready it  is  causing  a 
flap,  especially  since 
lawmakers  are  already 
considering  tax  in- 
creases on  insurance. 

Congress  in  1984  en- 
acted an  overhaul  of 
life  insurance  taxation 
after  discovering  that  a 
host  of  special  rules  al- 
lowed life  insurers  to 
pay  9.9%  of  their  in- 
come in  taxes  in  1983 
and  to  get  refunds  to- 
taling $83.8  million  in 
1982.  In  the  process  the 
tax  writers  had  to  deal 
with  a  long-standing 
feud  between  stock  life 
insurance  companies, 
which  are  owned  by  in- 
vestors, and  mutuals 
which  are,  at  least  in 
theory,  owned  by  their 
policyholders. 

Section    809    was    a 

compromise.  The  rea- 

.  Aas  that  a  por- 


tion of  the  "dividends"  paid  by  the 
mutuals  was  like  the  "dividends"  that 
stock  companies  pay  policyholders — 
which  are  not  really  dividends  from 
profits  so  much  as  rebates.  But  the 
other  portion  was  a  return  to  the  poli- 
cyholders as  owners,  the  equivalent  of 
true  dividends — that  stock  companies 
pay  shareholders.  Those  dividends,  of 
course,  come  out  of  taxable  profits. 

Deciding  which  piece  is  which  is 
almost  a  metaphysical  question.  But 
that  didn't  stop  the  taxwriters,  who 
came  up  with  a  complex  formula  over 
three  pages  long.  "What  Section  809 


in  a  rough  sense  says,"  explains  Pike, 
"is  how  much  profit  a  mutual  would 
have  if  it  were  a  stock  company.' 
This  sounds  neater  than  it  is.  "It's  like 
trying  to  tax  General  Motors  on  the 
income  of  Ford,"  says  Natwar  Gan- 
dhi, the  General  Accounting  Office's 
group  director  for  tax  policy. 

And  given  certain  conditions,  Sec- 
tion 809  produces  bizarre  results. 
Taken  too  literally,  it  implies  that 
mutuals  sometimes  pay  negative  divi- 
dends— that  is,  get  donations  from 
their  policyholder-owners.  Plugged 
into  the  mutuals'  1986  tax  returns, 
the  formula  translates  into  a  deduc- 
tion that's  $600  million  more  than 
they  actually  paid  out  in  policyholder 
dividends  for  a  tax  savings  of  about 
$200  million. 

How  did  it  happen?  Both  mutual 
and  stock  companies  took  big  capital 
gains  in  1986,  the  last  year  they  could 
claim  the  28%  capital  gains  rate.  The 
negative  "dividend"  rate  was  pro- 
duced when  the  mutuals'  unusually 
high  1986  earnings  were  compared 
with  the  lower  stock  company  earn- 
ings for  1983  through  1985. 

The  stock  insurance  companies  are, 
of  course,  not  happy  with  the  mu- 
tuals' windfall  and  have  taken  on  the 
role  of  guardians  of  the  public  coffers. 
"It's  a  substantial  percentage  [of  the 
mutuals'  tax  payments]  as  well  as 
substantial  dollars,"  complains  stock 
company  lobbyist  Wil- 
liam Harman. 

The  mutuals,  on  the 
other  hand'  say  there's 
no  reason  for  a  big  fuss. 
"It  should  all  come  out 
correctly  in  the  wash," 
says  a  mutual  spokes- 
man, explaining  that 
the  savings  in  1986  will 
be  balanced  by  higher 
tax  payments  in  1987, 
1988  and  1989.  These 
are  years  when  their 
earnings  will  be  com- 
pared with  the  stock 
companies' higher  1986 
income.  As  for  garner- 
ing extra  tax  revenue, 
he  says,  why  not  look 
into  the  loophole  that 
allows  stock  companies 
to  shelter  life  insurance 
income  with  property- 
casualty  losses? 

When  the  Hatfields 
and  the  McCoys  finish 
their  lobbying  battle, 
they'll  doubtless  both 
be  a  little  poorer,  the  tax 
code  a  little  longer  and 
the  tax  lawyers  a  little 
richer.  ■ 


Jean  FranoJ'>  AlLiux 
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TtoN...ANDNow       The  Right  Suit. 


For  over  a  hundred  years, 
businessmen  have  known  that 
Hart  Schaffner  &  Marx 
neans  superior  fabrics,  superb 
ailoring,  and  styling  that  fits 
he  man  as  well  as  his  times. 
Today,  the  Right  Suit  is 
ailored  in  Viraclef  a 
Ine  blend  of  55%  Dacron® 
xilyester  and  45%  wool  worsted 
voven  by  Burlington  Menswear. 
rlart  Schaffner  &  Marx, 
he  Right  Suit®  since  1887. 
for  the  Hart  Schaffner  &  Marx 
etailer  in  your  area,  call  toll-free: 
i-800-FASHION. 


Hart 

Schaffner 

&Marx 


A  SOPHISTICATED  WAY  TO 
BLOW  Off  DOORS,  CHEAT  THE  WIN 
AND  BREAK  TRADITION. 


That  is  an  Acura  Legend  Coupe  blowing  by. 
In  its  wake,  you  may  just  find  the  tarnished  rep- 
utations c:  u rope's  most  renowned 
automotive  1 1 1.  rqi 

This  event  is  being  greeted  with  great  en- 
thusiasm by  enthusiasts.  And  grave  concern  by 


the  competition.  That's  the  way  that  it  goes 
And  with  its  2.7  liter,  24-valve,  programm 
fuel  injected  V-6  engine,  does  the  Legend 
Coupe  ever  go.  All  the  while,  a  full  complemc 
of  electronic  microprocessors  managing  this 
formidable  amount  of  power 


'  Bus./  Corporation  Covered  by  palcni  rights  issued  ana  or  pending  'L  and  LS 


Stopping  the  Coupe  is  a  system  as  soph- 
cicated  as  the  one  that  makes  it  go:four  wheel 
scs  and  an  Anti-Lock  Braking  *(ALB)  system 
esigned  and  developed  by  Honda  R&D. 

The  Coupe's  superior  handling  is  a  result  of 
'5  fully  independent  front  and  rear  double 
fishbone  suspension.  The  extraordinarily  low 
.50  Cd  helps  it  handle  the  wind. 

Ergonomics  play  as  important  a  role  inside 
s  aerodynamics  do  outside.  An  example:  your 
and  needn't  leave  the  wheel  to  tune  the  radio. 

Opt  for  the  Coupe  LS  and  that  radio  will 
e  part  of  ar\Acura/Bose®stereo  music  system. 


You  can  also  choose  to  surround  yourself 
with  a  leather  trimmed  interior  Have  the 
shifting  electronically  controlled.  Or  the  cabin 
climate  automatically  adjusted. 

After  all,  in  an  automobile  as  sophisticated 
as  the  Acura  Legend  Coupe,  ruffling  feathers 
and  raising  eyebrows  doesn't  have  to  involve 
working  up  a  sweat. 
Call  1-800-TO-ACURAfbra  dealer  nearyou. 

ACURA 

PRECISION  CRAFTED  PERFORMANCE 
A  division  of  American  Honda  Motor  Co.,  Inc. 


On  the  horn  in  Hong  Kong. 

The  call  of  business  in  Hong  Kong  can  occur  at  a  moment's 
notice.  And  you  need  to  respond.  So  United  lpakes  sure  you 
can.  with  more  nonstops  there  from  the  U,S.'than 'anybody. 

All  provide  everyt  ling  you'd  expect  from  tile  best  in 
international  travel,  including,  in  First  Class,  sleeper  seats: 
and.  on  the  ground,  our  exclusive  Concierge  Sen  ice. 

Business  in  Hong  Kong  is  so  much  easier  when  you 
make  the  right  call  in  the  first  -^ 

place.  United.  Rededicated  to      -^flpj&t  V"  ;>        ,*>'& 
giving  you  the  service  '*■    *^     V\"«         '*?%"" 

you  deserve.  ".     • 

Come  fly  the  r*^      ' 

friendly  skies.         ^"^sts-^ 
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What's  with  these  record  prices  for  art? 

Is  it  mere  speculative  frenzy? 

Or  are  forces  far  more  interesting  at  work? 


Greed  is  not 
just  for  profit 


SIT  DOWN,  HOLD  ON  TO  yOUT 
chair  and  check  out  some 
recent  prices:  $53.9  million 
for  Van  Gogh's  "Irises," 
$2.7  million  for  the  so- 
called  hairy  paw  Cadwalader  chair 
and  $3.6  million  for  Giacometti's 
"Large  Standing  Woman  II."  It's 
enough  to  drive  thoughtful  observers 
to  make  not-so-thoughtful  observa- 
tions that  today's  art  market  is  anoth- 


By  Susan  Lee 


er  tulipomania  in  the  making,  that 
prices  have  been  inflated  to  the  point 
of  hysteria  and  that  art  auction  houses 
are  using  hyperbole  to  promote  specu- 
lative excess  and  attention. 

No  question  that  prices  have  been 
fueled  by  the  demand  for  art  as  an 
investment.  But  that's  not  entirely 
new.    The    question    is,    Why    the 


excitement  now? 

The  answer  is  that  more  is  involved 
here  than  ordinary  human  greed, 
which  has  always  been  present  in 
huge  quantities  among  art  dealers. 
What  is  recent  is  this:  Almost  unno- 
ticed, art  has  turned  from  an  obscure, 
chaotic  and  esoteric  market  to  an  or- 
ganized and  highly  sophisticated  mar- 
ket. Works  of  art  have  become,  in  the 
words  of  dealer  Richard  Feigen,  quasi- 


Behind  the  scene  at  Phillips 
Slugging  it  out,  and  struggling,  against  Sotheby's  and  Christie's 


John  Abbon 
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Christopher  Burge  of  Christie's  with 

"Portrait  of  Adeline  Ravonx"  by  Van  Gogh 

"Buy  something  at  Bloomiagdale's,  it's  worthless 

before  you  leave  the  showroom.  Buy  at  auction, 

you're  buying  something  of  solid  value." 


Phocos  by  Claudio  Edinger/Gammj-Liaison 


financial  instruments,  because  the  art 
market  itself  has  become  more  of  a 
financial  market. 

In  the  past  30  years  the  art  market 
has  undergone  a  remarkable  transfor- 
mation. It  has  become  a  more  liquid 
market  in  which  transaction  costs  are 
lower,  information  is  better,  instru- 
ments are  more  diversified  and  the 
financing  of  purchases  and  sales  has 
become  more  refined.  The  art  market 
has  even  participated  in  the  globaliza- 
tion of  the  world's  financial  markets. 

In  a  word,  the  art  market  has  be- 
come more  efficient.  Consider: 

•  More  liquidity.  The  growth  of  or- 
ganized marketplaces  to  link  buyers 
and  sellers  has  smartly  reduced  the 
time  it  takes  to  sell  art.  It  used  to  be 
that  a  collector  purchased  a  painting 
and  hung  it  on  a  wall.  If  death,  divorce 
or  bankruptcy  happened  and  the  own- 
er became  a  seller,  he  found  he  was  at 
the  mercy  of  a  market  consisting  of 
little  monopolies:  To  find  a  buyer,  he 
had  to  rely  on  one  or  two  dealers  who 
specialized  in  that  particular  genre. 
That  the  business  was  rife  with  decep- 
tion, misinformation  and  swindles  is 
now  common  knowledge  to  readers  of 
such  books  as  Artful  Partners  and  Ber- 
nard Berenson:  Tlx  Making  of  a  Legend. 

Today,  however,  sellers  have  at 
their  disposal  the  ready-made  market 
provided  by  auction  houses.  Prices 
are  openly  published.  The  dealers' 
little  monopolies  have  been  decisive- 
ly broken. 

It's  not  surprising,  then,  that  there 
has  been  a  stunning  increase  in  how 
fast  works  of  art  turn  over.  In  the  old 
days,  pieces  usually  disappeared  for 
40  years.  Nowadays,  they  typically 
reappear  on  the  market  within  5  to  7 
years.  And,  in  a  hot  market,  turn- 
around time  can  be  lickety-split, 
sometimes  a  matter  of  months.  Yes, 
the  art  market  still  suffers  from  peri- 


Ttae  new  issue  art  market 


If  the  auction  houses  are  at  the 
of  the  art  world's  sec- 
ondary market  as  the  stock  ex- 
chai  •      le  center  of  the 

equn  -      hen  dealers  in 

the  w  k  nf  living  artists  can  be 
reasonably  Likened  to  underwrit- 
ers o*  new  equi  issues.  The  ini- 
tial salt  if  the  wiiik  oi  living  art- 
ists i  .  *  cl  iracteris- 
tics  ol  ui<  e,  the 
price  prod- 
ucts are  c  i  the 
dealers  anc 
sions  are  built  into  I              i. 


There  is  a  scarcity  value  to  the 
work  of  past  masters.  After  all,  as 
Robin  Graham  of  Graham  Gallery 
notes,  "Dead  artists  don't  produce 
art."  But  live  ones  do.  So  there  is 
always  the  danger  of  equity  dilution. 

So  how  does  a  dealer  set  the  price 
for  the  work  of  a  living  artist?  If  the 
artist  is  new  and  unproven,  the  dealer 
must  use  his  feel  for  the  market, 
what's  in  fashion — and  this  is  neces- 
sarily somewhat  speculative.  A  dealer 
also  tries  to  avoid  flooding  the  market 
with  too  many  pictures  for  the  cur- 
rent price  level  to  support. 


In  1973  the  market  for  contempo- 
rary art  was  electrified  by  the  Scull 
auction  at  Sotheby's.  A  wealthy  col- 
lector, Robert  Scull,  put  his  collection 
of  American  abstract  expressionist 
and  pop  art  works  on  the  auction 
block  and  achieved  what  were  then 
astonishing  prices.  Ivan  Karp  of  O.K. 
Harris  Works  of  Art  says,  "The  Scull 
auction  turned  the  corner  for  contem- 
porary art,  illustrating  that  people 
could  make  money  by  investing  in 
contemporary  art." 

If  a  relatively  new  artist  becomes 
one  of  the  few  whose  paintings  do 
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ods  of  illiquidi ty,  such  as  in  1974  with 
the  oil  shocks,  and  again  in  1981-82, 
when  the  U.S.  economy  went  limp. 
And  not  all  art  is  a  good  investment. 
But  the  same  is  true  of  securities  mar- 
kets— remember  Oct.  19? 

•  Lower  transaction  costs.  When 
dealers  dominated  the  art  market, 
they  had  enormous  freedom  in  pric- 
ing. And  why  not?  There  were  rela- 
tively few  places  a  seller  could  take  an 
expensive  piece — and  collusion 
among  the  dealers  was  not  unknown. 
Dealer  markups  were  routinely  two, 
three  or  even  four  times  the  wholesale 
price.  Today?  Auction  houses  com- 
monly charge  a  buyer's  commission 
of  10%  and  a  seller's  commission  of 
10%.  The  resulting  20%  spread  is 
high  compared  with  commissions  in 
securities,  and  even  compared  with 
commissions  in  real  estate,  but  mod- 
est compared  with  the  past. 

Net-net,  dealers  no  longer  have  a 
hammerlock  on  the  market:  First, 
sellers  can  turn  to  auction  houses  for 
estimates  and  sale  services,  and  so  can 
buyers.  And  second,  prices  at  auction 
are  public — when  dealers  buy  at  auc- 
tion, it  is  easy  to  calculate  their 
spreads.  The  result  is  that  dealer 
markups  have  fallen  considerably; 
they  now  average  100%.  And  lower 
transaction  costs  translate  into  great- 
er liquidity. 

•  Better  information.  News  about 
the  art  world  can  be  had  at  the  corner 
newsstand.  More  than  100  magazines 
are  dedicated  to  reporting  on  and  ex- 
plaining art,  and  most  big-city  dailies 
have  a  section  devoted  to  art  happen- 
ings. Even  formerly  lofty  institutions, 
such  as  museums,  are  falling  over  one 
another  to  provide  the  public  with 
cultural  grist;  some  have  even  opened 
outposts  in  office  buildings. 

Indeed,  information  on  the  art  mar- 
ket is  hard  to  escape:  All-star  events, 


Robin  Graham  of  Graham  Gallery  with  "Trio" 

by  Susan  Crile 

'People  have  become  aware  that  the  art  business  is 

as  much  business  as  it  is  art." 


well  at  auction,  Irving  Blum  of  the 
BlumHelman  Gallery  says  he  is  likely 
to  raise  the  artist's  prices  in  response. 
So,  the  initial  price  is  set  by  dealers — 
underwriters — but  the  eventual  price 
is  set  in  the  auction  market.  Not  sur- 
prisingly, just  as  underwriters  "man- 
age the  float,"  art  dealers  sometimes 
bid  at  auction  to  support  the  prices  of 
their  artists'  paintings. 

Also  like  underwriters  of  new  stock 
issues,  contemporary  art  dealers  mas- 
sage their  client  base  to  keep  it  friend- 
ly to  their  new  offerings.  So  much  the 
better  if  they  can  create  a  waiting  list 


for  the  new  work  of  top  artists — much 
like  a  broker's  list  of  preferred  clients 
for  eagerly  anticipated  initial  public 
offerings.  Just  as  underwriters  main- 
tain friendly  relations  with  stock  ana- 
lysts and  business  publications,  gal- 
lery owners  cultivate  art  critics  and 
publications  m  an  effort  to  have  their 
artists  treated  favorably.  In  art,  as  in 
finance,  favorable  publicity  adds  val- 
ue to  a  product. 

As  Forbe1  regular  reports  on  IPOs 
indicate,  new  issues  overall  are  a  poor 
investment,  even  though  the  odd  one 
pays  off  handsomely.  The  same  with 


recent  art.  The  resale  value  of  a 
new  work  of  art  is  often  disap- 
pointing. As  Robin  Graham 
points  out,  "The  percentage  of 
contemporary  paintings  that  are 
resold  at  a  profit  is  minuscule." 

Ultimately,  as  Soho  artist  Neil 
Jenney  says,  "The  real  issue 
when  you're  making  art  is  to  pre- 
dict tomorrow's  art  history."  If 
you  can't  do  that,  make  sure  you 
enjoy  owning  the  work.  If  it  is 
relative  liquidity  you  want,  stick 
with  established  stuff  that  will 
move  at  auction. — Ronald  Bailey 
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Jeffrey  Schaire  of  An  &  Antiques  with  "The  Fall  of  the  Magog" 

by  J.  Edward  Castiglione 

"The  difference  between  a  fast  buck  and  a  slow 

buck  is  connoisseurship." 


Photos  by  Claudio  Edinger/Gamma-liaison 


like  the  sale  of  a  Van  Gogh  canvas  or 
the  Duchess  of  Windsor's  jewelry, 
have  become  appropriate  subjects  for 
a  media  blitz. 

•  Diversity  of  instruments.  For  col- 
lected, the  choice  is  no  longer  be- 
twee;  ssionists  and  Old  Mas- 

b  ;     'en  painting  and 
sculp:  (   ig  dozens  of  cate- 

gories .'red    collectible 

art — silvei  icwelry,  porce- 

'ain,  even  menu  like  Charlie 

Chapln^'s.  can  Says  Christopher 
Burge,     pres.  Christie's     in 

America,     Fi>      0  fhere  were 

two  markets  -a  \nnting 

andeverythr  mar- 

ket consists 01  ov<  itk  ts 

•  Refinements  in  in  it  is 
possible  not  only  to  born  n  -ice 
purchases,  and  to  get  cash 
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against  sales,  but  also  to  use  the 
works  as  a  source  of  leverage.  Citi- 
bank, for  example,  will  lend  half  of 
the  appraised  value  on  collections. 
Says  Jeffrey  Deitch,  Citibank  vice 
president:  "We  work  with  a  lot  of 
entrepreneurs  who  understand  lever- 
age. Generally  they  use  this  leverage 
to  make  investments  in  other  busi- 
nesses, sports  franchises  or  real  es- 
tate." Thus  Deitch's  customers  can 
enjoy  the  pleasure  and  prestige  of 
hanging  great  art  on  their  walls  with- 
out tying  up  capital.  It  is  as  if  they 
were  renting  the  art — and  eventually 
participating  in  any  appreciation  in 
prices. 

•  Globalization.  The  phenomenon 
of  globalization  of  financial  resources, 
which  has  been  accelerated  by  im- 
proved  communications,    has   made 


the  transfer  of  funds  and  informatic 
across  national  boundaries  a  sna 
Buyers  sitting  in  Tokyo  or  London  ca 
bid  on  art  at  auction  in  New  YorJ 
Nothing  symbolizes  this  globaliz. 
tion  quite  as  succinctly  as  the  currei 
cy  conversion  boards  that  hang — hig 
and  visible — on  the  auction  floors  ij 
both  Sotheby's  and  Christie's. 

Not  surprisingly,  therefore,  in  thi 
past  30   years   the   art   market   hi 
grown  from  a  small,  leisurely,  get 
graphically   contained   pursuit   to 
fast-paced  global  game.  How  big  is  ii 
Not  big  by  standards  of  equity  am 
bond  markets,  but  still  quite  largt 
Expert  estimates  run  the  gamut  fror  ! 
$10  billion  to  $40  billion  in  annual: 
turnover.  At  the  highest  end,  turnovt:  |i 
probably  doesn't  exceed  $1  billion  ar  ; 
nually.  How  liquid  is  it?  Not  liqui  . 
enough  to  move  billions  of  dollars  i  ■ 
and  out  in  a  few  days.  But  everythin  I 
is  relative,  and  relative  to  its  past,  thj  1 
art  market  today  is  both  large  an,  I 
liquid,  attracting  interest  and  partic::| 
pation  that  go  far  beyond  the  trad* 
tional  players — the  very  rich  and  th 
very  expert. 

The  auction  houses  have  been  al 
the  center  of  this  transformatior; 
Thirty  years  ago  auction  houses  wer 
wholesale  outlets  that  served  dealer 
and  handled  low-priced  works  of  art 
No  more.  Auction  houses  have  be 
come  retail,  full-service,  worldwid 
operations,  handling  the  creme  de  1 
creme  of  the  art  world. 

In  1959,  for  example,  Christie's  hai 
one  representative  in  the  U.S.  Toda 
it  has  two  sales  rooms  in  New  Yorl 
and  9  regional  offices,  with  77  office 
in  26  countries,  employing  1,200  peo 
pie.  Sales  have  zoomed  from  $6.5  mil 
hon  in  fiscal  1958  to  $900  million  las 
year.  Sotheby's  came  to  the  U.S.  ii 
1961;  today  it  runs  71  offices  in  2 
countries,  with  more  than  1,400  em 
ployees.  And  sales  have  bloomed  fron 
$16  million  in  1958  to  $1.3  billion  las 
year.  Sotheby's  may  go  public  shortly 
(See  box,  p.  70.) 

The  engine  propelling  this  transfor 
mation  was  a  simple  change  in  strate 
gy:  Auction  houses  began  to  marke 
their  wares  aggressively,  directly  t( 
buyers.  They  began  to  bypass  dealer: 
and,  in  the  process,  expanded  enor 
mously  the  audience  for  art. 

For  starters,  auction  houses  madt 
themselves  into  clearinghouses  for  in 
formation.  They  began  publishing 
elaborate  catalogs  to  accompan> 
sales.  This  information — and  the  reas 
surance  that  goes  with  it — goes  out  tc 
a  wide  network  of  potential  buyers 
and  sellers.  Sotheby's,  for  example, 
prints  almost  400  catalogs  a  year, 
which  go  to  about  75,000  subscribers 
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The  catalogs  not  only  offer  expert  in- 
formation on  each  work  but — gasp — 
mention  prices.  And  even  though 
these  prices  are  "suggested,"  the  in- 
terested public  can,  and  does,  use 
them  as  benchmarks.  Buyers  no  long- 
er have  to  drift  around  dealer  rooms — 
totally  in  the  dark  about  price  and  at 
the  mercy  of  dealers  and  a  handful  of 
knowledgeable  sellers. 

Auction  houses  also  hired  staffs  of 
experts  to  do  research  and  appraise 
art,  thus  serving  much  the  same  func- 
tion analysts  do  at  brokerage  houses. 
As  dealer  Robin  Graham  of  Graham 
Gallery  in  New  York  points  out,  "The 
auction  houses  reassured  buyers  that 
they  could  buy  safely." 

Auction  houses  also  committed 
themselves  to  facilitating  the  busi- 
ness of  art.  Beyond  the  publication 
and  dissemination  of  elaborate  cata- 
logs, auction  houses  provide  a  num- 
ber of  services,  from  taking  collec- 
tions on  worldwide  tours,  to  arrang- 
ing for  buyers  to  bid  over  the 
telephone,  to  offering  lecture  series 
and  art  appreciation  courses. 

Moreover,  they  provide  a  variety  of 
financing  options.  Sotheby's,  for  ex- 
ample, will  help  banks  lend  against 
art  by  making  appraisals,  make  the 
loan  jointly  or  make  the  loan  alone. 
Sotheby's  also  makes  loans  to  sellers 
as  an  advance  against  sales.  And  it  has 
recently  begun  experimenting  with 
letting  buyers  make  a  down  payment 
of  30%,  the  rest  as  an  installment 
loan  of  up  to  two  years.  Sotheby's  also 
makes  loans  against  collections  that 
are  not  up  for  sale. 

This  aggressive  marketing  has  paid 
off.  Says  Sotheby's  Chief  Executive 
Michael  Ainslie:  "We  have  broken 
the  'threshold  resistance,'  that  people 
were  too  intimidated  to  come  into 
auction  houses."  Sotheby's  estimates 
that  there  are  now  more  private  peo- 
ple than  dealers  at  auctions.  Just  as 
significant,  these  customers  are  no 
longer  limited  to  a  select  group  with 
millions  to  spend.  Indeed,  in  the  U.S. 
the  average  lot  at  Sotheby's  goes  for 
$11,000,  at  Christie's  for  $7,000. 

Mammon  invading  the  sacred  halls 
of  Beauty  and  Art?  Untutored  multi- 
tudes competing  for  possession  with 
the  cognoscenti?  In  essence,  the  ratio- 
nalization of  the  art  market  is  part  of 
two  fundamental  factors:  the  growing 
democratization  of  everything,  and 
the  huge  amounts  of  disposable  in- 
come in  middle-class  hands.  Says  Wil- 
liam Doyle  of  the  William  Doyle  Gal- 
leries- in  New  York:  "Money  has 
changed  hands  so  fast  in  the  last  ten 
years.  There  are  people  with  $100  mil- 
lion you  never  heard  of  ten  years  ago, 
and  there  are  people  with  great,  old 


Michael  Ainslie  of  Sotheby's  with  "Femme  Assise" 

by  Pablo  Picasso 

"There  is  a  lot  more  confidence  than  30  years  ago 

that  the  art  market  is  a  real  market,  with  relatively 

predictable  value." 


money  names  that  have  $10  million, 
and  it's  not  a  lot  of  money  anymore." 

There  is  a  noneconomic  factor  at 
work  as  well.  In  an  era  of  great  wealth, 
ordinary  conspicuous  consumption 
loses  much  of  its  prestige  value.  Wick 
Allison,  publisher  of  Art  &  Antiques, 
observes:  VGreed  is  not  just  for  profit, 
but  people  have  a  greed  for  acceptance 
and  status."  In  a  consuming  society, 
sophistication  of  consumption  sepa- 
rates the  ordinary  consumer  from  the 
superior  one. 

Nor  does  it  hurt  that  sophistication 
pays  off  in  this  type  of  consumption. 
Postwar  returns  on  an  investment  in 
art  have  been  good.  With  a  minimum 
20%  in  commissions  involved,  art  is 
rarely  good  for  a  quick  speculative 
turn,  but  for  people  who  buy  wisely, 
appreciation  has  been  a  fairly  sure 


thing.  Few  items  can  match  the  14% 
compound  annual  return  netted  by  an 
American  pie  crust  table  that  was 
bought  in  1953  for  $15,000  and  sold  in 

1986  for  $1  million.  But  there  are 
enough  such  verifiable  stories  around 
to  keep  public  interest  high.  Especial- 
ly so  since  art  proved  to  be  a  good 
inflation  hedge  and  an  excellent  cur- 
rency hedge  as  well.  Works  may  be 
denominated  in  dollars  (or  pounds, 
yen  and  marks),  but  they  are  sold  to 
the  strongest  currency.  Van  Gogh's 
"Sunflowers"  sold  in  March  1987  for 
5.9  billion  yen,  or  $39.9  million.  If  the 
Japanese  had  paid  that  dollar  price  in 
February  1985,  when  their  currency 
was  weak,  they  would  have  paid  10.4 
billion  yen,  or  $70  million  by  March 

1987  exchange  rates.  What  looked 
like  a  record  price  to  Americans  was 
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Only  two  can  play 


Only  two  large  auction  houses  compete  successful- 
ly for  the  international  sales  of  high-priced  art: 
Sotheby's  Holdings,  controlled  by  American  billion- 
aire A.  Alfred  Taubman,  who  took  it  private  in  1983, 
and  Christie's  International,  which  has  been  trading 
on  the  London  Stock  Exchange  since  1973. 

The  two  are  nicely  profitable.  Christie's  sold  $1 
billion  worth  of  merchandise  in  1986,  which  translat- 
ed into  $162.4  million  in  revenues  and  $31.7  million 
in  aftertax  earnings.  Sotheby's,  bigger  but  with  slight- 
ly smaller  profit  margins,  dropped  the  hammer  on 
$1.4  billion  w  orth  of  property  that  same  year.  Though 
it  will  not  k  lease  1987  revenue  or  income  figures,  in 
1986  its  p  of  it  margins  were  slightly  smaller  than 
Christie's:  On  revenues  of  $191.4  million,  Sotheby's 
netted  SI  7.1  million. 

While  slugging  it  out,  Sotheby's  and  Christie's  seem 
^v_ure  at  the  top  of  the  business.  Phillips,  a  192-year- 
old  house,  ranks  a  distant  third  in  the  market,  selling 
just  $142  million  worth  of  merchandise  in  1987. 

On  its  own,  privately  held  Phillips  has  been  strug- 
gling. It  turned  a  profit,  but  that  came  from  1 7  regional 
branches  in  the  English  countryside,  not  from  its 
international  sales.  Phillips  has  drastically  cut  its 
New  York  staff  and  auction  schedule  and  is  working 
to  get  consignments  of  higher  value,  which  yield 
higher  profits.  But  as  a  London  broker  put  it,  "Sothe- 
by's and  Christie's  sit  there  like  colossi.  [For  Phillips] 
it's  been  very  much  the  crumbs  from  the  rich  man's 
table." 

Why  so?  Sellers  of  expensive  works  of  art  flock  to 
Sotheby's  and  Christie's  because  of  their  prestige  and 
their  ability  to  attract  enough  collectors  to  generate 
spirited  bidding  at  a  sale.  Like  sellers,  buyers,  too,  tend 
to  favor  the  bigger  auction  houses,  since  that's  where 
the  good  stuff  tends  to  go. 

Last  month  Phillips  Chairman  Christopher  Weston 
disclosed  that  he  had  bought  slightly  over  5%  of 
Christie's.  Weston  says  he's  keeping  his  options  open, 
but  rumors  say  he  will  try  to  buy  the  larger  firm  and 


contest  first  place  with  Sotheby's. 

At  Christie's,  mention  of  the  possibility  of  being 
bought  by  its  puny  competitor  is  greeted  with  sneers. 
But  those  who  remember  Sotheby's  predicament  five 
years  ago,  when  it  fell  into  the  hands  of  an  American 
shopping  mall  developer,  may  be  less  sanguine. 

Weston  is  not  alone  in  coveting  publicly  owned 
Christie's.  Swiss  industrialist  Werner  Rey,  44,  owner 
of  the  conglomerate  Omni  Holding,  told  Forbes  that 
he  approached  Christie's  through  his  investment 
bankers  a  year  ago.  But  he  says  he  was  interested  only 
in  doing  a  friendly  deal  and  the  timing  wasn't  right. 
He  might  step  in  if  Christie's  is  threatened  by  an 
unfriendly  party. 

Meanwhile,  in  New  York,  Sotheby's  still  plans  to 
proceed  with  the  public  offering  of  29%  of  its  shares, 
which  it  had  withdrawn  after  Oct.  19.  Chief  Executive 
Michael  Ainslie  says  that  this  spring  looks  likely. 
Taubman  and  his  fellow  investors  will  thereby  reap 
the  first  benefits  of  the  dramatic  turnaround  Ainslie 
has  orchestrated.  Over  the  course  of  five  years,  a  high- 
cost  operation  that  lost  $14  million  in  the  last  four 
months  of  1983  has  become  an  exceptionally  profit- 
able one.  Ainslie  slashed  operating  expenses  from 
97%  of  revenues  in  1984  to  65%  in  the  first  six 
months  of  1987,  and  actively  promoted  such  programs 
as  lending  money  to  consignors  and  purchasers  and 
advancing  loans  secured  by  art.  He  also  turned  auction 
catalogs  into  far-reaching,  global  promotional  tools, 
and  he's  selling  twice  as  many  subscriptions  as  four 
years  ago. 

If  Sotheby's  can  get  the  $23  to  $26  per  share  origi- 
nally planned  for  its  offering,  Taubman  will  take  in  up 
to  $112.8  million— and  be  left  holding  53.5%  of  the 
company's  voting  power.  Not  bad  for  an  investment  of 
$78  million.  And  that's  not  even  counting  the  prestige 
Taubman  garnered  from  his  investment.  Rich  Ameri- 
can real  estate  developers  are  a  dime  a  dozen.  Owners 
of  international  art  auction  houses  are  few  and  far 
between. — Dana  Wechsler 


more  than  40%  off  to  the  Japanese. 

There's  an  old  saying  that  art  goes 
where  the  money  flows,  and  that  has 
never  been  truer.  Look  at  the  great 
influx  ^t  art  md  collectibles  into  Tex- 
as in  ly  days  of  $30  oil,  and 
then  i  Tit  outflow  (Forbes, 
Mar  9,  ■  .i  strong  dollar 
sends  art  v, e  ward  across  the  Atlan- 
tic; a  weak  dolui  sends  it  back  east. 

The  ar,  Hcation  of  terms  like  cur- 
rency hedg<  >r  rues  o!  return  is  offen- 
sive to  the  h.  te  u  -irld.  But  why 
should  1 1  1       v       . c  enjoyed 

starvin.  |  ms    'or  the 

devious,  s\  nany 

famous    art  >u  how 

many  passionate  collectc  past 

ignored  economi :  considerai 
frey  Schaire,  edito-  ol   \rt  6  .\m.. 


takes  a  somewhat  cynical  view  of  col- 
lector motivation.  Says  he:  "Connois- 
seurship  is  the  difference  between 
making  a  quick  buck  and  a  slow 
buck." 

Prestige  and  pleasure  aside,  does  in- 
vesting in  art  make  good  sense?  Says 
Dallas  art  collector  Raymond  Nasher: 
"I  look  at  buying  art  as  a  transfer  of 
assets  within  my  portfolio.  Quality 
art  is  as  good  an  investment  as  anyone 
can  have."  Especially  so  in  an  age  of 
instability,  when  currencies — mon- 
ey— and  high-grade  bonds  arc  no  long- 
er stable  investments.  And  in  an  era 
when  potential  investors  are  no  long- 
er utterly  at  the  mercy  of  sometimes 
unscrupulous  dealers. 

A  prime  example  of  the  chicanery 
to  be  found  in  the  early  1900s  was 


John  R.  Thompson,  a  Chicago  restau- 
rateur who  dreamed  of  forming  a  ma- 
jor art  collection.  Instead,  under  the 
guidance  of  a  Parisian  art  dealer, 
Thompson  paid  $100,000  for  the  Arch 
of  Constantine  in  Rome.  Unsurpris- 
ingly, the  arch  never  arrived.  If 
Thompson  were  alive  today,  he  would 
be  a  regular  reader  of  auction  catalogs 
and  art  publications.  He  would  be  as 
informed  on  the  latest  price  trends  in 
art  as  on  where  the  DJI  closed  that 
day.  He  might  not  have  much  taste, 
but  he  would  scarcely  be  an  ignorant 
consumer.  Says  Sotheby's  Michael 
Ainslie:  "We  are  talking  about  a  mar- 
ket which  is  becoming  more  of  a  mar- 
ket. There  is  a  lot  more  confidence 
than  there  was  30  years  ago  that  the 
art  market  is  a  real  market."  ■ 
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Express  Mail®  service  has  always 
>een  a  great  value.  And  now  that 
ve've  introduced  our  new  over- 
light  letter  rate,  you  can  fly  with 
he  eagle  for  less  than  ever  before. 

For  just  $8.75,  you  can  send  up 
o  eight  ounces  throughout  the 
J.S.  overnight. 

Thanks  to  our  overnight  reli- 
ibility,  now  you  get  guaranteed* 


before-noon  delivery  between 
all  major  markets. 

And  the  convenience  of 
26,000  Express  Mail  post 
offices  plus  13,500  Express 
Mail  boxes.  And  all  265,000 
of  our  letter  carriers,  who  are 
happy  to  take  your  letters  and 
packages  anytime. 

So  come  soar  with  the  eagle 


•Full  postage  refund  .1  delivery  is  not  attempted  by  noon.  Some  restrictions  apply.  Check  with  your  local  post  office  lor  details  ©  USPS  1988 


EXPRESS  MAIL  W 

When  we  say  overnight,  we  mean  overnight. 


Numbers  Game 


Changing  accounting  methods  can  wreck 
financial  comparability.  The  question  is, 
how  do  you  go  about  imposing  simplicity 
on  a  complex  reality? 


Solutions, 
anyone? 


By  Penelope  Wang 


If  as  an  investor  you're  not  con- 
fused by  corporate  earnings  state- 
ments, you  ought  to  be.  Consider 
the  1987  results  reported  by  General 
Electric,  certainly  one  of  our  more 
conservative  and  straightforward 
companies: 

GE  reported  net  earnings  of  $2.9 
billion,  a  nice  increase  over  1986's 
$2.5  billion.  But  look  above  the  bot- 
tom line.  Before  various  credits  from 
accounting  changes,  GE's  net  income 
fell  nearly  15%,  to  $2.1  billion.  Was 
GE  cooking  its  books?  No.  Here's 
what  happened: 

By  recalculating  its  deferred-tax 
provision  at  the  new  34%  corporate 
tax  rate,  GE  created  a  gain  of  $577 
million,  thus  more  than  offsetting  the 
drop  in  operating  income.  Nothing 
nefarious  here:  The  company  was 
simply  taking  some  reserves  against 
taxes  that  were  no  longer  needed  as 
reserves,  and  swinging  them  into  the 
profit  column.  GE  also  changed  its 
inventory  accounting  method,  thus 
adding  another  $281  million  to  net 
earnings 

It  would  be  easy  to  jump  to  the 
conclusion  that  GE  was  trying  to 
make  its  operating  profits  look  better 
than  they  really  were  But  that  would 
be  a  false  conclusion.  As  against  these 
substantial  noncash  credits  to  in- 
come, there  vere  even  larger  debits  to 
income  more  than  SI  billion — for 
restructure 

Add  it  all  i,  can  only  con- 

clude that  I  ne  did  indeed 

probably  make  mon  money  from 
continuing  operations     ,  1987  than  in 


.1    iii.   .i.  Ulaua 


the  year  before. 

The  point  here  is,  How  is  the  aver- 
age investor  to  make  sense  out  of  all 
these  changes?  The  answers  are  any- 
thing but  clear. 

In  recent  years  the  Financial  Ac- 
counting Standards  Board  has  issued  a 
bumper  crop  of  accounting  changes, 
each  one  with  a  different  method  of 
adoption  and  also  a  different  effective 
date.  "They  (the  changes)  make  for 
confusing  financial  reporting,"  frets 
Coopers  &  Lybrand  partner  Clark 
Chandler. 

Consider  GE's  aforementioned  in- 
come tax  change.  It  resulted  from  the 
FASB's  recently  introduced  State- 
ment of  Financial  Accounting  Stan- 
dards 96.  SFAS  96  can  be  adopted  ei- 
ther in  1987,  1988  or  1989.  Moreover, 
companies  have  the  option  to  restate 
past  income  figures,  or  post  a  cumula- 
tive catch-up  adjustment  in  the  year 


of  adoption. 

General  Electric  decided  to  adopt 
SFAS  96  immediately,  in  1987,  and 
not  restate  prior  years'  results.  But 
many  companies — including  Du  Pont 
and  Citicorp — say  they  may  wait  un- 
til 1989  to  adopt  SFAS  96,  and  will 
restate  prior  years'  earnings. 

Inevitably,  the  comparability  of  fi- 
nancial statements  suffers.  Grumbles 
Thornton  O'glove,  publisher  of  the 
Quality  of  Earnings  Report:  "One  of  the 
FASB's  original  missions  was  to  foster 
more  comparability,  and  they've  just 
made  it  worse.  Nowadays,  unless 
you're  a  sophisticated  portfolio  man- 
ager, you  can  just  forget  about  having 
comparability." 

By  no  means  is  SFAS  96  the  only 
problem  here.  The  accounting  board 
has  also  issued  such  calculator-break- 
ing changes  as  SFAS  91  on  loan  origi- 
nation fees;  SFAS  94  on  consolidated 
subsidiaries;  and  SFAS  95  on  cash 
flow  statements. 

Some  companies  have  adopted 
these  rules,  while  others  are  still 
weighing  the  impact  of  the  changes 
on  their  bottom  line. 

Restating  prior  years'  results  can 
really  set  investors'  minds  spinning. 
In  1986,  for  instance,  Tenneco  re- 
wrote its  past  numbers  to  reflect  a 
change  in  the  accounting  method 
used  for  oil  and  gas  operations.  As  a 
result,  Tenneco's  1985  income  from 
continuing  operations  was  cut  by 
$173  million  and  in  1984  by  $262 
million.  But  the  company's  1986  net 
income  was  boosted  by  a  hefty  $1.7 
billion. 

Herein  is  a  problem  that  is  both 
easy  to  describe  and  difficult  to  re- 
dress. You  can't  really  blame  the  com- 
panies— the  accountants,  after  all, 
make  the  rules.  And  you  can't  blame 
the  accountants,  either,  unless  you 
think  accountants  should  stop  trying 
to  discover  more  accurate  ways  of  de- 
scribing the  financial  health  of  a 
company. 

Should  the  accounting  board  insist 
that  companies  adopt  new  rules  uni- 
formly— all  at  the  same  time,  all  in 
the  same  way?  That  would  make  fi- 
nancial statements  more  like  apples 
and  apples,  but  at  a  cost  of  imposing 
rigid  rules  on  a  reality  that  is  too 
complex  for  straightforward  yes  or  no 
answers. 

Says  Peat  Marwick  Main  &  Co. 
partner  Walter  Schuetze:  "We  go 
through  a  handwringing  and  soul- 
searching  discussion,  and  we  very  sel- 
dom come  up  with  two  transition  and 
effective  dates  that  are  similar." 

Comparability  of  financial  state- 
ment: a  serious  problem  in  search  of  a 
solution.  ■ 
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On  the  Docket 


Rx  for  medical 
malpractice  suits 

In  a  messy  tort  system,  few  cases 
can  get  messier  than  those  involv- 
ing medical  malpractice.  Comes  now 
the  American  Medical  Association 
and  32  national  medical  specialty  so- 
cieties with  a  proposal  to  handle  such 
cases  no  less  fairly  and  a  lot  more 
speedily.  How?  By  keeping  them  out 
of  the  court  system  entirely. 

Key  to  the  proposal — the  AMA/Spe- 
cialty  Society  Medical  Liability  Pro- 
ject— is  the  creation  of  a  specialized 
agency  at  the  state  level  with  a  board 
comprising  legal  experts,  consumer 
advocates  and  doctors.  Instead  of  fil- 
ing lawsuits,  plaintiffs  would  file  an 
informal  claim  with  the  agency, 
which  would  then  assign  a  claims  re- 
viewer to  evaluate  its  merit.  If  the 
case  is  accepted,  the  plaintiff  would 
be  free  to  retain  his  own  counsel  or  be 
represented  by  the  agency's  in-house 
legal  staff. 

The  case  would  then  be  assigned  to 
a  hearing  examiner,  who  would  first 
require  that  the  parties  exchange  set- 
tlement offers.  If  those  talks  fail,  the 
case  would  move  up  to  a  full  hearing 
before  the  examiner.  After  a  process 
much  like  a  court  hearing,  the  exam- 
iner would  render  a  verdict.  Either 
side  can  appeal  a  verdict  before  the 
agency  board.  After  this  appeal,  the 
only  recourse  to  regular  courts  for  the 
plaintiff  is  on  fraud  or  jurisdictional 
grounds. 

The  AMA  believes 
that  with  experts  eval- 
uating the  complicated 
evidence  so  often  at  the 
heart  of  a  malpractice 
case,  the  likelihood  of 
quicker,  fairer  ver- 
dicts— not  to  mention 
more  reasonable 

awards — is  very  much 
increased. 

Predictably,  some  lawyers  think 
the  proposed  cure  is  worse  than  the 
disease.  "It's  the  most  radical  propos- 
al [ever]  in  limiting  a  citizen's  right  to 
his  day  in  court,  and  it's  probably  un- 
constitutional," says  Eugene  Pavalon, 
president  of  the  Association  of  Trial 
Lawyers  of  America. 

How  quickly  a  constitutional  test 
will  come  is  hard  to  say.  Two  states' 
medical  societies  are  said  to  be  con- 
sidering proposing  legislation  to  im- 
plement the  plan.  The  AMA,  howev- 
er, won't  divulge  the  states. 

In  the  meantime,  doctors'  premi- 


llustrations  bv  Chas  B  Slacknun 


urns  for  malpractice  insurance  keep 
mounting  ($60  million  in  1960,  $5 
billion  in  1985). 


Robinson  Patman 
takes  a  blow 

Keep  your  eye  on  a  little  piece  of 
business  now  before  the  Federal 
Trade  Commission.  The  agency  is  to 
rehear  a  case  it  brought  in  1980 
against  Boise  Cascade  Corp.,  charging 
the  company  with  violating  the  Rob- 
inson-Patman  antitrust  statute.  Boise 
Cascade  was  found  to  have  violated 
the  act  in  an  administrative  law  hear- 
ing in  1984,  but  the  District  of  Co- 
lumbia Court  of  Appeals  recently  re- 
manded the  case  for  rehearing.  The 
FTC,  said  the  court,  erred  in  disre- 
garding certain  evidence  put  forth  by 
Boise  Cascade  and  now 
must  rehear  that  evi- 
dence if  it  wants  to 
pursue  its  case. 

The  case  involves 
wholesale  price  dis- 
counts awarded  in  the 
1970s  and  in  1980  to 
Boise  Cascade  Corp., 
one  of  the  country's 
largest  wholesale  dis- 
tributors of  office  prod- 
ucts. The  FTC  charged  that  the  com- 
pany had  received  wholesale  dis- 
counts on  its  products,  which  it  then 
sold  at  a  commercial  retail  level.  The 
commission  main- 
tained that  Boise  Cas- 
cade had  placed  itself 
in  direct  competition 
with  dealers  who  did 
not  receive  comparable 
discounts — and  whose 
ability  to  compete  was 
hindered.  This  is  un- 
lawful under  Robin- 
son-Patman. 
According  to  the  ap- 
peals court,  the  FTC  offered  little  con- 
vincing evidence  that  such  discounts 
had  actually  injured  Boise  Cascade's 
competitors — indeed, 
Boise  Cascade  had  pro- 
duced evidence  rebut- 
ting the  charge — but  it 
invoked  Robinson-Pat- 
man  anyway  on  the 
grounds  that  such  price 
discrimination  might 
cause  harm  to  competi- 
tion in  the  future. 

Despite  its  victory  in 
the  appeals  court,  Boise 


Cascade  isn't  out  of  the  woods  yet. 
Prevention  of  future  anticompetitive 
situations  is,  after  all,  well  estab- 
lished as  a  legitimate  cause  for  FTC 
action.  But  the  fact  that  the  court  has 
admonished  the  FTC  to  at  least  con- 
sider Boise  Cascade's  side  of  the  case 
is  heartening. 


Legal  ads 

Richard  Shapero,  44,  a  Louisville, 
Ky.  lawyer,  has  gleefully  used 
television  and  newspaper  advertise- 
ments to  find  clients  for  his  bankrupt- 
cy and  personal  injury  practice.  Now 
he's  ready  to  move  on  to  another  me- 
dium that  he  thinks  will  be  even  bet- 
ter— targeted  direct  mail  solicitation. 
Trouble  is,  the  Kentucky  Bar  Associa- 
tion thinks  he's  gone  too  far  and  has 
prohibited  Shapero 
from  sending  out  any 
of  his  targeted  mail. 
"I'm  allowed  to  take  a 
letter  and  print  it  in  the 
newspaper,  but  I  can't 
send  it  to  one  targeted 
guy,"  he  complains. 

He  has  challenged 
the  bar  association, 
claiming  that  its  action 
denies  his  right  to  free 
speech.  The  case  is  pending  before  the 
U.S.  Supreme  Court.  If  Shapero  wins, 
the  barriers  will  presumably  be  lifted 
for  all  professionals  eager  to  advertise 
their  services  by  mail. 

Shapero 's  interest  in  direct  mail  is 
elegantly  simple.  Court  records  of 
bank  foreclosures  ipso  facto  provide 
the  names  and  addresses  of  people 
probably  in  need  of  a  bankruptcy  law- 
yer. What  better  audience  could  there 
be  for  his  legal  expertise?  And  unlike 
television  and  newspaper  ads,  there 
would  be  little  waste. 

But  the  Kentucky  Bar  Association  is 
of  the  opinion  that  such  mailings  are 
akin  to  the  ambulance  chasing  that 
goes  on  after  any  mass  disaster.  "It's 
overreaching,  intimidating  and  is  bad 
for  the  public  image  ot 
lawyers,"  says  the  asso- 
ciation's lawyer,  Frank 
Doheny  Jr.  Maybe  so. 
But  if  the  high  court 
continues  its  record  of 
relaxing  the  rules   on 
attorney      advertising, 
Shapero's    letters    will 
soon  be  going  in  the 
mail. — Deirdre  Fanning 
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Taxing  Matters 


Edited  by  Laura  Saunders 


Tax  penalties  have  become  a  $10-billion- 
a-year  revenue  bonanza  for  the  IRS — and 
lots  of  taxpayers  suffer. 

Why  Whitman 
paid  up 


By  Jonathan  Clements 


On  Oct.  9,  1987  the  IRS  froze 
$3,500  in  the  Dennison  Feder- 
al Credit  Union's  checking  ac- 
count. "I  thought  it  was  the  end  of  the 
world,"  recalls  Mildred  Omlor,  80. 
With  her  sister  Gretchen,  78,  she  runs 
the  $130,000  (assets)  credit  union  out 
of  St.  Michael's  Catholic  Church  just 
outside  Coopersville,  Mich. 
Why  such  treatment  for  two  old 


ladies  performing  a  public  service?  Be- 
cause in  1983  Congress  decreed  that 
all  credit  unions  filing  more  than  50 
1099  forms  (showing  interest  paid  to 
individuals)  must  use  computer  disk- 
ettes or  tape.  For  1985  the  sisters  re- 
quested a  waiver  similar  to  one  they 
had  obtained  for  1984  allowing  them 
to  file  the  forms  on  paper.  They  never 
heard  from  the  IRS,  so  the  sisters  sim- 
ply filled  out  59  paper  forms  and  sent 
them  off. 


Nearly  a  year  later,  a  letter  arrived 
from  the  IRS  assessing  a  $2,950  penal- 
ty plus  interest  because  of  the  paper 
filings.  The  Omlor  sisters  refused  to 
pay  and  the  IRS  put  on  a  lien  for  that 
amount.  Finally,  two  months  after 
freezing  the  checking  account,  the 
IRS  backed  down. 

The  Omlors  were  luckier  than  mil- 
lions of  other  taxpayers  facing  harsh 
IRS  penalties.  Last  year,  the  IRS  levied 
$10  billion  of  penalties,  ten  times  the 
amount  of  a  decade  ago.  (That  is  net  of 
$4.3  billion  of  penalties  assessed  but 
later  abated.)  Since  the  early  1970s 
Congress  has  hiked  the  number  of 
penalties  in  the  taxman's  arsenal 
from  60  to  around  1 50  (see  box,  p.  77). 
The  result  is  that  the  price  of  mak- 
ing a  tax  mistake — even  an  innocent 
one — can  be  enormous.  Penalties 
stacked  one  upon  another  can  nearly 
double  a  tax  bill  even  before  the  inter- 
est clock  starts  running. 

This  drumhead  justice  has  angered 
lots  of  people.  "The  federal  govern- 
ment shouldn't  be  a  Mississippi  jus- 
tice of  the  peace  whose  revenues  de- 
pend on  how  many  tickets  are  given 
out  in  the  local  speed  trap,"  says  Ernst 
&  Whinney  partner  David  Berenson. 
The  American  Bar  Association,  the 
National  Association  of  Manufactur- 
ers and  the  American  Institute  of  Cer- 
tified Public  Accountants  are  all  mak- 
ing penalty  reform  an  issue.  "I  get  two 
or  three  calls  a  week  from  members 
who  are  on  the  receiving  end  of  IRS 
collection  activity,"  says  U.S.  Cham- 
ber of  Commerce  tax  ex- 
pert David  Burton.  "For  at 
least  a  third  of  them,  the 
IRS  is  totally  off  the 
wall." 

Politicians  are  taking 
notice.  During  March, 
both  the  House  and  the 
Senate  planned  to  hold 
hearings  on  income  tax 
penalties,  and  Senator  Da- 
vid Pryor  (D-Ark.)  has  ap- 
pointed a  private-sector 
task  force  to  study  the  is- 
sue. Even  the  IRS  has  set 
up  a  group  to  study  the 
problem. 

To  be  sure,  there  are 
some  tax  deadbeats  out 
there  who  need  an  incen- 
tive to  pay  what  is  due. 
But  the  IRS  juggernaut 
can  be  pretty  intimidating 
even  without  a  penalty 
system.  Take  the  case  of 
Marina  Whitman,  a  Gen- 
eral Motors  vice  presi- 
dent. The  IRS  sent  her  a 
check  for  $200  that  she 
knew   she   wasn't   owed. 
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Worldwide  presence 

a  major  asset  in  the  global  village. 


Securities  trading  has  become  a  global  business.  It  takes 
global  presence  for  a  bank  to  fill  the  bill.  Plus  24-hour 
availability.  And,  preferably,  membership  in  all  major  stock 
exchanges.  An  AAA-rating  wouldn't  hurt,  either.  Can  one 
bank  have  it  all?  Yes.  UBS. 


UBS -committed  to  excellence. 


UBS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago. 

Los  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 

UBS  in  Canada:  Toronto,  Montreal,  Calgary.    Head  Office: 

Union  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 


Securities  products  available  through  New  England  Securities  Corporation 
■  .  in  ' 


(c)  lybd.  New  tngland  Mutual  Lite  Insurance  Company,  boston.  MAI 
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HELPING  YOU  BUILD  YOUR  FINANCIAL  FUTURE 
COULD  TAKE  EVERYTHING  WE'VE  GOT. 

And  we've  got  virtually  every  financial 
product  and  service  you're  ever  likely  to  need. 

Our  representatives  can  provide  you  with 
life  insurance,  available  from  America's  oldest 
chartered  mutual  life  insurer. 

They  can  offer  you  mutual  funds,  including 
several  cited  for  consistently  superior  performance 
by  organizations  like  Lipper  Analytical  Services* 

They  can  satisfy  your  interest  in  real  estate 
investments.  Employee  benefits  programs.  Finan- 
cial planning. 

These  are  experienced,  knowledgeable, 
local  professionals  who  recognize  that  building 
long-term  relationships  is  fundamental  to  helping 
them  build  and  shape  their  clients'  financial  future. 

To  receive  a  free  brochure  about  our  prod- 
ucts and  services,  as  well  as  the  name  of  your  local 
representative,  phone  1-800-222-2725,  Ext.  355. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


NlE 


The  New  England 

Your  Financial  Partner 
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•Lipper  Analytical  Services.  Inc  is  an  independent  service  which  monitors  the  performance  of 

over  1200  mutual  funds 


Instruments  of  torture 


Last  year  the  IRS  slapped  taxpay- 
I  ers  with  27  million  penalties. 
Here  is  a  selection  of  penalties  pop- 
ular with  IRS  agents,  courtesy  of 
Peat  Marwick  Main  &  Co. 

Negligence,  no  matter  how  inno- 
cent: 5%  of  the  total  underpay- 
ment. Also,  the  interest  bill  nor- 
mally due  on  an  underpayment  is 
surcharged  50% . 

Substantial  understatement  of 
income  tax  liability:  25%  of  the 
amount  attributable  to  the  under- 
statement. In  addition,  if  the  un- 
derpayment is  attributable  to  cer- 
tain tax  shelters,  a  20%  surcharge 
on  interest. 

Fraud:  75%  of  the  resulting  un- 
derpayment, with  a  50%  interest 
surcharge. 

Valuation  overstatement  caus- 
ing at  least  a  $1,000  underpay- 
ment: 10%  to  30%  of  the  under- 
payment, depending  on  extent  of 
overvaluation.  Overvalued  charita- 


ble contributions  of  property  are 
penalized  30% . 

Failure  to  furnish  tax  shelter 
identification  number:  S250. 

Promotion  of  abusive  tax  shel- 
ters: $1,000  or  20%  of  the  gross 
derived  from  the  promotion. 

Failure  of  an  income  tax  preparer 
to  sign  a  return:  $25. 

Failure  to  provide  the  correct 
taxpayer  identification  number  to, 
say,  a  bank  or  mutual  fund:  $50. 

Failure  to  file:  5%  per  month  up 
to  25%. 

Failure  to  pay  the  tax  shown  on 
your  return:  0.5%  per  month  up 
to  25%. 

Institution  of  tax  court  proceed- 
ings as  a  delay  tactic:  up  to  $5,000. 

Filing  of  a  frivolous  income  tax 
return:  $500. 

Paying  with  a  bad  check:  1%  of 
checks  over  $500  and,  for  checks 
under  $500,  the  lesser  of  $5  or  the 
amount  of  the  check. — J.C. 


Whitman  didn't  cash  it.  As  she  ex- 
pected, the  IRS  eventually  demanded 
its  money,  and  she  sent  the  check 
back.  Then  the  IRS  demanded  $12  in 
interest.  After  a  yearlong  battle,  Whit- 
man's lawyer  advised  her  to  take  the 
cheapest  course  and  pay  the  $12. 

If  letters  dunning  a  taxpayer  for  in- 
terest seem  intimidating,  the  actual 
penalties  can  get  downright  brutal. 
Consider: 

•  If  a  corporation  underpays  its  tax- 
es by  $100,000,  $1,000  of  it  due  to 
negligence,  then  the  5%  penalty  ap- 
plies to  the  whole  $100,000. 

•  Firms  failing  to  make  timely  de- 
posits of  withholding  taxes  get  hit 
with  a  10%  penalty  whether  the  de- 
posit is  a  day  late  or  almost  three 
months  overdue.  (Interest,  which  is 

■additional,  is  of  course  higher  for  the 
three-month  delay.) 

•  The  penalty  if  a  bank  or  mutual 
fund  fails  to  tell  the  IRS  about  interest 
and  dividends  paid  is  the  same  ($50) 
whether  the  payment  in  question  is 
$15  or  $15,000. 

•  In  1986  Congress  increased  the 
substantial  understatement  penalty 
from  10%  to  25%  and  also  applied  it 
retroactively  to  filings  from  1983  on. 

•  A  sarcastic  note  to  the  IRS  writ- 
ten in  the  margin  of  a  tax  return  may 
be  enough  to  provoke  a  $500  penalty 
for  filing  a  "frivolous  return,"  even  if 
the  return  is  properly  filled  out  and 
the  tax  fully  paid. 

The  ultimate  penalty,  notes  Beren- 
son,  is  the  L986  tax  act's  phase-out  of 
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interest  deductibility,  which  hits  in- 
nocent mistakes.  Now,  interest  you 
receive  from  the  IRS  is  taxable  but 
interest  you  pay  is  only  partly  deduct- 
ible. What's  more,  the  interest  rate  on 
refunds  paid  by  the  IRS  is  1%  below 
the  rate  charged  by  the  Service  on 
underpayments.  What  happens  if  an 
audit  shifts  a  deduction  from  1983  to 
1982?  Notwithstanding  the  fact  that 
the  IRS  should  be  grateful  you  paid 
tax  too  early,  you  get  whipsawed  with 
the  interest  differential. 

Still,  it  can  get  much,  much  worse. 
Imagine  you  file  for  an  extension  of 
time  to  fill  out  the  return,  enclosing, 
as  you  must,  an  estimate  of  taxes  that 
will  be  due.  The  extension  form  gets 
lost  in  the  mail.  The  IRS  audits  your 
late  return  and  claims  you  overstated 
the  value  of  property  you  gave  to  a 
charity.  In  addition,  the  auditor  also 
decides  you  were  negligent  and  sub- 
stantially understated  your  income 
tax  liability  in  other  ways.  Suddenly, 
the  IRS  is  assessing  five  penalties:  fail- 
ure to  file  on  time,  failure  to  pay, 
negligence,  substantial  understate- 
ment and  valuation  overstatement. 
You  may  have  made  an  honest  mis- 
take, but  the  IRS  is  hitting  you  nearly 
as  hard  as  it  hits  fraudulent  filers. 

Is  there  a  way  out  of  this  mess? 
Reforming  the  penalties  would  be  a 
start.  But  last  time  Congress  tried  re- 
forming the  tax  system — 1986 — the 
annual  number  of  penalties  assessed 
by  the  IRS  immediately  jumped  29%. 
So  don't  expect  any  quick  relief.  ■ 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  S40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 
New  England  Mutual  Life 
Insurance  Company 
America's  oldest  chartered  mutual 
life  insurance  company,  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Group 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 
Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis,  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 
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Your  Financial  Partner 
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How's  this  for  a  record?  Los  Angeles  is 
building  a  subway  that  will  cost  more  than 
a  quarter-billion  dollars  a  mile. 


Wretched  excess 


By  Marc  Beaucbamp 


What's  the  slowest  lane  on 
the  freeway  during  rush 
hour?"  asks  Los  Angeles  co- 
median Tony  Russell.  "Answer:  The 
one  you're  in." 

The  trouble  is,  Los  Angeles'  traffic 
mess  is  no  joke.  Los  Angeles  County 
boasts  four  of  North  America's  five 
busiest  freeways,  where  even  without 
accidents  rush-hour  commuters  poke 
along  at  less  than  20mph  and  traffic 
often  slows  to  a  crawl  even  at  midday 
or  late  at  night.  And  Angelenos 
haven't  seen  anything  yet:  By  the  year 
2000,  according  to  one  estimate,  the 
region's  population  will  have  grown 
25%,  the  number  of  licensed  drivers 


32%  and  the  number  of  automobile 
trips  35%. 

But  check  out  the  alleged  solution. 
With  the  help  of  the  same  gypsy  band 
of  transportation  planners  and  consul- 
tants responsible  for  such  costly  mass 
transit  projects  as  Miami's  Metrorail, 
Washington,  D.C.'s  Metro  and  San 
Francisco's  BART,  Los  Angeles  has 
embarked  on  what  might  end  up  as  a 
$4  billion,  18-mile  heavy  rail  system. 
If  ever  built — a  big  if,  considering  the 
huge  costs — this  network  would  con- 
nect downtown  with  Hollywood  to 
the  west  and  the  San  Fernando  Valley 
to  the  northwest. 

After  12  years  of  planning  and  doz- 
ens of  studies,  construction  began  in 
late  1986  on  the  first  leg  of  the  Metro 


or  i'  Metro  Rait  subway 

"Never  will  so  many  pay  so  much  to  transport  so  few. 


Rail  system — a  4.4-mile  subway  that 
will  run  from  Union  Station,  the  train 
depot  just  northeast  of  downtown, 
westward  to  the  rundown  MacArthur 
Park  neighborhood.  The  cost  of  this 
segment  alone  is  estimated  at  $1.25 
billion.  About  half  the  money  will 
come  from  the  federal  government; 
the  rest  will  come  from  state  and  local 
coffers  and  from  as  yet  uncollected 
"benefit  assessments"  on  downtown 
businesses.  Already  almost  a  year  be- 
hind schedule,  this  line  is  now  sup- 
posed to  start  carrying  passengers  in 
early  1993. 

What  will  Metro  Rail  do  to  improve 
the  region's  traffic  congestion  and 
pollution?  "About  what  Ben-Gay  can 
do  for  cancer,"  says  Ross  Eckert,  pro- 
fessor of  economics  at  Claremont  Mc- 
Kenna  College,  36  miles  east  of  Los 
Angeles. 

Why  the  skepticism?  Because  Los 
Angeles  isn't  laid  out  in  a  way  that 
would  make  rail  transit  sensible. 
Heavy  and  light  rail  work  best  when 
large  numbers  of  people  are  gathered 
from  one  compact  area  and  moved  to 
another  compact  area.  But  in  Los  An- 
geles people  live  everywhere  and 
work  all  over  the  place.  The  metropol- 
itan area  now  has  19  major  "activity" 
centers  (Century  City,  West  wood  and 
Irvine  among  them),  which  account 
for  some  18%  of  jobs.  Downtown  ac- 
counts for  only  about  3%.  Sprawling 
over  2,000  square  miles,  the  greater 
Los  Angeles  metropolitan  area  is,  in 
fact,  the  most  dispersed  of  all  major 
American  urban  regions. 

In  1980  the  most  concentrated  half 
of  Los  Angeles  County's  3.5  million 
jobs  were  spread  over  125  square 
miles,  more  than  five  times  the  area 
of  Manhattan.  The  rest  were  scattered 
over  the  county's  other  1,175  square 
miles.  Worse,  the  growth  areas  in 
both  jobs  and  housing  are  at  the  met- 
ropolitan area's  periphery — in  places 
like  Orange  and  San  Bernardino  coun- 
ties— not  its  center. 

"The  only  access  system  that  con- 
nects every  place  to  every  place  is  the 
car,"  says  Peter  Gordon,  associate 
professor  of  urban  planning  and  eco- 
nomics at  the  University  of  Southern 
California. 

Los  Angeles  once  had  more  than 
1,000  miles  of  privately  owned  trolley 
lines — you  can  see  them  in  Keystone 
Kops  comedies  of  the  1920s — but  they 
had  been  dismantled  by  the  late 
1950s.  It  was  obsolete  then,  and,  even 
with  modern  improvements,  the  con- 
cept is  still  unlikely  to  get  people  out 
of  their  cars. 

"Metro  Rail  is  not  going  to  solve 
Los  Angeles'  congestion  problem," 
concedes  Jeffrey  Christiansen,  direc- 
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tor  of  program  control  for  the 
Southern  California  Rapid  Tran- 
sit District,  which  is  building  the 
rail  line.  "It's  just  going  to  keep  it 
from  being  as  bad  as  it  could  be  if 
we  didn't  have  it." 

Maybe.  But  the  city's  confusing 
and  moneylosing  bus  system  in- 
spires little  confidence  in  a  gov- 
ernment's ability  to  run  Metro 
Rail.  Bus  fares  have  gone  from  50 
cents  to  80  cents  in  the  past  three 
years,  while  ridership  has  fallen. 

So  how  has  this  public  works 
boondoggle  been  foisted  on  the 
city?  Because  of  a  ready  pool  of 
federal  money  for  such  projects 
and  because  for  local  politicians 
in  search  of  a  legacy,  the  allure  of 
a  rail  system  is  apparently  very 
potent.  Mayor  Tom  Bradley  has  been 
a  booster  of  Metro  Rail  since  his  elec- 
tion in  1973. 

Most  likely  Los  Angeles  will  end  up 
with  only  the  first  small  part  of  this 
multibillion-dollar  white  elephant. 
Transit  officials  admit  that  the  initial 
4.4-mile  subway  will  carry  only 
35,000  passengers  a  day  to  start.  The 
most  optimistic  estimates  are  that 
the  fare  box  will  bring  in  40%  of  oper- 
ating costs.  The  deficit  will  have  to  be 
made  up  with  federal,  state  and  local 
monies.  This  in  a  city  where,  even 
without  Metro  Rail,  subsidies  already 


Robin  Bowman 


USC's  Peter  Gordon 

The  car  connects  every  place. 


account  for  some  $300  million  of  the 
Rapid  Transit  District's  current  $510 
million  yearly  operating  budget. 

If  Metro  Rail  is  the  wrong  answer, 
what  can  Los  Angeles  do?  How  about 
more  of  the  low-cost,  commonsense 
approaches  that  made  more  efficient 
use  of  freeways  and  surface  streets 
and  kept  traffic  moving  during  the 
1984  Olympics? 

Los  Angeles  is  making  some  of 
these  permanent.  The  city  has  speed- 
ed up  installation  of  electronic  sen- 
sors under  surface  streets  to  pinpoint 
bottlenecks  and  adjust  traffic  light 


patterns.  To  reduce  congestion  at 
peak  hours,  it  recently  got  park- 
ing lot  owners  to  agree  to  take  in 
delivery  trucks  like  United  Par- 
cel, Federal  Express  and  the  Post- 
al Service. 

The  city  has  also  stepped  up 
towing  of  illegally  parked  cars. 
Towing  citywide  has  tripled 
since  September.  Says  William 
Bicker,  Mayor  Bradley's  consul- 
tant on  traffic  and  transportation: 
"Our  biggest  bang  for  the  buck 
was  the  towing  program  and  get- 
ting delivery  trucks  off  the 
streets.  We  took  off  12,000 
stopped  vehicles  in  peak  hours  in 
the  most  congested  areas." 
There's  more  that  can  be  done. 
—  Make  truckers  foot  more  of  the 
bill  when  their  rigs  jackknife  and 
cause  freeway  jam-ups.  Make  more 
employees  pay  for  parking  (about  20% 
now  do)  to  encourage  car  pooling.  De- 
regulate taxis  to  allow  doubling  up  of 
riders,  as  in  Washington,  D.C. 

There  is  no  simple  answer  to  Los 
Angeles'  traffic  jams.  But  Metro  Rail 
is  probably  the  worst  and  certainly 
the  most  expensive  of  the  options. 
Paraphrasing  Winston  Churchill,  Har- 
ry Richardson,  USC  urban  planning 
professor,  believes  Metro  Rail's  epi- 
taph may  read:  "Never  will  so  many 
pay  so  much  to  transport  so  few."  ■ 
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Good  news:  Some  companies  are  finding 
innovative  ways  to  hold  down  the  frighten- 
ing increase  in  health  care  costs. 

Prescription 
for  savings 


By  Ellen  Paris 


AMERICAN  COMPANIES  paid  $126 
billion  in  employee  health  care 
•benefits  in  1986  (the  last  year 
for  which  figures  are  available),  up 
about  7%  from  the  year  before.  This 
year  many  employers  face  increases  of 
10%  to  20%  or  more  in  their  medical 
insurance  premiums,  while  the  infla- 
tion rate  hovers  around 
4.4%.  To  pay  the  tab,  busi- 
ness must  either  raise  prices 
or  see  profits  shrink. 

Is  there  no  way  out?  One  of 
the  most  effective  cost-con- 
trol strategies  turns  out  to  be 
good  old-fashioned  competi- 
tive bidding.  As  competition 
heats  up  in  the  health  care 
marketplace,  large  employ- 
ers (those  with  1,000  em- 
ployees and  above)  are  find- 
ing themselves  with  consid- 
erable clout.  Oversupply  of 
health  care  providers  has  led 
to  deep  discounting  of  ser- 
vices. This  is  especially  true 
among  the  nation's  nearly 
700  health  maintenance  or- 
ganizations (HMOs),   which 


that,  the  company  shopped  around  for 
better  HMO  contracts,  initially  in 
Salt  Lake  City,  Phoenix  and  Fort  Lau- 
derdale. American  Express  estimates 
it  will  save  between  $1.5  million  and 
$2  million  this  year. 

For  years  companies  simply  bought 
off-the-shelf  indemnity  plans  from  in- 
surance companies.  No  longer.  With 
big  money  at  stake,  companies  are 


The  Velasquez  f amity 

The  total  tab:  $176,000  versus  $2  million. 


arc  be- 
coming the  off-price  shops — the  K 
marts- -of  the  health  care  business. 
HMOs  come  in  various  permutations, 
but  basically  they  offer  comprehen- 
sive health  cue  from  doctors'  exams 
to  hospitalization,  for  a  flat  fee;  the 
employee  usually  pays  a  nominal  tee. 
Last  year  American  Express  Travel 
Related  Services  Co.,  Inc.,  with  over 
45,000  employees,  began  renegotiat- 
ing some  ot  its  HMO  contracts.  It 
examined  two  years  ol  paid  claim 
its  employees  with  standard  health 
insurance.  The  comp  Isi  overed  it 
wasspen  I  annually  for 
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starting  to  buy  custom  services  from 
health  care  suppliers.  St.  Louis-based 
Southwestern  Bell  had  Prudential  go 
directly  to  the  hospitals  and  doctors 
many  of  its  employees  already  used 
and  create  a  network  of  providers.  Re- 
sult: discounted  tees  and  services 

"Our  leverage,"  says  Royce  Cald- 
well, vice  president  of  human  re- 
sources, "was  60,000  patients."  This 
year  Southwestern  Bell  has  budgeted 
S200  million  for  health  care.  While 
that's  up  10%  from  last  year,  under 
the  company's  former  insurance  plan 
COStS  would  have  risen  18%.  Another 
cost-containment  strategy  is  to  play 
one  insurance  carrier  off  another.  Al- 
lied-Sigrral  Inc.  recently  agreed  to 
drop  Blue  Cross  and  several  other  in- 


surance companies  for  an  exclusive 
contract  with  Cigna.  In  exchange  for 
Allied-Signal's  business  (the  company 
spent  $355  million  on  health  care  in 
1987)  Cigna  guaranteed  its  rates  for 
the  next  three  years. 

More  and  more  companies  are  try- 
ing what  they  call  case  management. 
Severely  injured  or  catastrophically  ill 
patients  are  assigned  a  case  manager 
from  an  insurance  company  or  a  case 
management  firm.  The  case  manager 
identifies  a  patient's  needs  and  guides 
the  patient  through  the  health  care 
system,  always  looking  for  ways  to 
cut  costs.  An  example:  Someone  para- 
lyzed in  an  auto  accident  might  have 
his  or  her  home  refitted  for  a  wheel- 
chair and  use  a  physical  therapist 
rather  than  spend  months  in  a  hospi- 
tal or  rehabilitation  clinic.  Caterpil- 
lar, Inc.  says  it  saved  almost  $1  mil- 
lion last  year  using  case  management. 
Cost  Care,  Inc.,  in  Huntington 
Beach,  Calif.,  which  claims  to  be  the 
country's  oldest  and  largest  private 
cost-containment  consulting  compa- 
ny, finds  its  business  booming.  The 
Northern  California  Motor  Car  Deal- 
ers Insurance  Trust  used  Cost  Care's 
case  management  program 
last  year  when  Carlos  Velas- 
quez, 30,  an  auto  mechanic 
at  Autowest  Toyota  in  Fre- 
mont, and  his  wife,  Maria, 
29,  had  quadruplets.  Multi- 
ple-birth babies  need  expen- 
sive care  and  in  many  cases 
are  hospitalized  for  six  to 
nine  months.  Neonatal  in- 
tensive care  units  alone  run 
between  $2,000  and  $2,500 
per  day,  per  baby.  When  Cost 
Care  case  manager  Robert 
Guzman,  a  registered  nurse, 
got  the  case  last  March,  the 
Velasquez  quads  were  just 
two  weeks  old.  "When  I  first 
talked  to  the  doctor  he  said 

the  babies  would  most  likely 

have  to  be  hospitalized  for  six  to  nine 
months,"  Guzman  said. 

But  after  reviewing  the  case,  Guz- 
man and  the  doctor  agreed  that  three 
of  the  babies  could  go  home  in  three 
to  four  weeks,  with  the  proper  equip- 
ment and  a  24-hour,  seven-day-a- 
week  registered  nurse.  A  month  later 
the  other  baby  came  home.  Nurses 
stayed  with  the  family  for  nearly  eight 
months.  The  cost  savings?  The  total 
tab  for  the  at-home  care  for  eight 
months  came  to  $176,000,  versus  the 
S2  million  or  so  it  could  have  cost  for 
eight  months  in  the  hospital.  Carlos 
Velasquez  couldn't  be  happier.  "I 
think  the  babies  progressed  faster,"  he 
says,  "because  of  all  the  close  atten- 
tion they  got  at  home."  ■ 
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Saves  Fuel  For  Airlines  That  Dont 
Have  Money  To  Burn. 

Even  at  today's  prices,  fuel  costs  make  up  a  major  chunk 
of  your  operating  costs.  And  burn  up  potential  profits. 

But  imagine  an  aircraft  that  will  burn  up  to  24%  less  fuel 
per  seat-mile  than  its  closest  competitors.  Right  away  you're  looking  at 
a  major  improvement  to  an  airline's  bottom  line. 

And  you're  looking  at  the  Airbus  A320.  The  most  techno- 
logically advanced,  fuel-efficient  aircraft  in  the  world. 

Its  sophisticated  fly-by-wire  controls  and  second-generation 
flight  management  system  combine  to  optimize  operating  and  fuel 
efficiencies.  And  a  unique  load  alleviation  system  allows  lighter  wings 
to  save  still  more  fuel. 

Of  course,  you'll  discover  fuel-saving  innovations  throughout 
the  full  family  of  Airbus  Industrie  aircraft.  Like  major  applications  of 
composite  materials  to  reduce  weight.  And  wingtip  fences  to  reduce  drag. 

Our  A300-600R  and  A310-300  also  feature  a  tailplane  trim 
tank,  to  cut  drag  even  further. 

Taken  together,  all  these  Airbus  Industrie  innovations 
significantly  lower  your  fuel  burn.  To  improve  your  bottom  line  today. 
And  to  protect  it  if  the  price  of  fuel  should  rise  tomorrow. 

S  AIRBUS  INDUSTRIE 

The  certain  choice  for  an  uncertain  world. 


Why  does  Circuit  City  sell  color  televisions 
and  VCRsfrom  the  back  of  its  store?  For  the 
same  reason  that  grocery  stores  put  their 
milk  refrigerators  back  there. 


Execution 


By  John  Merwln 


Remember  "electronic  super- 
stores," the  hot  new  retail  con- 
cept that  was  peddled  on  Wall 
Street  just  a  few  years  ago?  The  story 
went  that  fast-growing  regional 
chains — Crazy  Eddie,  Newmark  &. 
Lewis,  Fretter,  Best  Buy,  Highland  Su- 
perstores and  the  Federated  Group — 
could  become  the  Toys  "R"  Us  of 
home  entertainment. 

The  going  looked  good  for  a  while. 
Sure,  these  electronic  bazaars  all  used 
much  the  same  store  layouts  and 
blitzes  of  local  advertising.  But  they 
had  something  else  going  for  them: 
demand  for  low-priced  videocassette 
recorders.  With  that  truly  hot  prod- 
uct, which  in  turn  spurred  demand  for 
new  TV  receivers  and  audio  equip- 
ment, electronic  superstores  as  big  as 
30,000  square  feet  began  supplanting 
mom-and-pop  TV  stores  and  small- 
time stereo  outlets.  Factory  sales  of 
VCRs  broke  through  the  $5  billion 
mark  in  1986,  helping  stimulate  $14 
billion  in  sales  of  televisions  and  au- 
dio gear.  By  then  lucky  buyers  of  elec- 
tronic entertainment  stores'  initial 
public  offerings  had  seen  their  shares 
double,  triple  and  even  quadruple. 

But  as  Forbes  readers  know,  hot- 
concept  IPOs  produce  more  losers 
than  winners  electronics  superstores 
are  no  exception.  The  honeymoon 
ended  when  these  regional  chains  be- 
gan expanding  into  one  another's  ter- 
ritories and  slugging  it  out  in  such 
cities  as  New  York,  Houston  and  Los 
Angeles.  Then  last  year,  after  more 
than  a  decade  of  rapid  ascent,  VCR 
sales  leveled. 

Result-  In  recent  months  two  of  the 
six  chains  mentioned  above  have  suf- 
fered earnings  drops  of  about  50%. 
Three  others  have  fared  worse,  plung- 
\itcr  rising  to  dizzy- 


ing heights  a  year  or  two  ago,  all  of 
their  stocks  have  fallen  sharply,  four 
to  less  than  half  their  initial  offering 
prices. 

The  sole  exception  to  this  trend  is  a 
seventh  publicly  owned  superstore 
chain,  Richmond,  Va. -based  Circuit 
City  Stores,  which  came  public  in 
1961  as  a  small  TV  and  home  appli- 
ance outfit.  In  1975  Circuit  City  (then 
Wards  Co.)  gambled  half  its  net  worth 
on  opening  a  pioneering,  $2  million 
electronics  superstore  in  Richmond, 


Winning  share 


giving  the  company  an  early  lead  it 
has  yet  to  surrender.  Since  then  Cir- 
cuit City  has  opened  105  more  out- 
lets, scattered  mostly  through  Atlan- 
tic coast  states,  from  Maryland  down 
to  Florida,  plus  another  32  stores  in 
California.  Sales  in  fiscal  1988  (ended 
Feb.  29)  totaled  $1.35  billion,  well 
ahead  of  any  rivals. 

What's  more,  in  the  last  two  quar- 
ters, while  earnings  for  most  of  Cir- 
cuit City's  competitors  have  been 
sliding,  Circuit  City's  net  climbed  an 
estimated  30% .  And  this  is  no  fluke. 
In  Forbes'  1988  Annual  Report  on 
American  Industry,  a  five-year  perfor- 
mance survey  of  1,012  companies, 
Circuit  City  finished  1st  in  stock  ap- 
preciation, 21st  in  growth  and  40th  in 
profitability. 

With  no  new  product  to  drive  mar- 
ket growth  as  the  VCR  did  until  last 
year,  maintaining  that  sort  of  stellar 
peformance  is  unlikely,  admits  Cir- 
cuit City  President  Richard  L.  Sharp. 
But  he  figures  a  shakeout  is  merely 
another  opportunity  for  Circuit  City. 
Hard  times  or  not,  Sharp  thinks  Cir- 
cuit City  can  boost  sales  3%  to  5% 
this  year  in  its  old  stores  and  grow 
25%  overall  by  adding  20  new  outlets. 

How  to  pull  this  off  in  a  slumping 
market?  "By  capturing  market  share," 
says  Sharp.  If  he  sounds  a  bit  cocky,  it 
is  not  without  reason.  Several  years 
ago,  after  failing  to  break  into  the  cut- 
throat New  York  City  market,  Cir- 
cuit City  turned  back  to  the  rest  of  the 
country.  So  the  company  marched 
into  Atlanta,  then  Los  Angeles, 
soundly  thrashing  the  incumbent 
competition.  How  do  you  capture  and 
maintain  that  market  share?  Sharp  re- 
plies with  one  word:  "Execution." 

Then  he  expands  on  that  theme: 
"We  don't  have  a  secret  formula,  like 
Coca-Cola.  We  don't  have  IBM's  pat- 
ents. Anybody  can  walk  into  our  store 
and  see  how  it's  built,  how  it's  laid 
out,  what's  in  stock  and  how  it's 
priced.  The  only  advantage  we  have  is 
execution." 

To  see  execution  in  action,  Sharp- 
style,  step  into  a  Circuit  City  store  on 
jimmy  Carter  Boulevard  in  Atlanta. 
To  the  left  is  a  glimpse  of  warehouse 
shelves,  piled  high  with  merchandise. 
Subliminal  message:  warehouse  pric- 
ing. To  the  right,  a  glassed-in  service 
department.  Message:  warehouse 
pricing,  but  service,  too. 

Now  move  inside  to  the  display 
floor.  Circuit  City  stores  are  typically 
laid  out  in  a  way  that  suggests  a  base- 
ball diamond,  with  a  red  tile  walkway 
serving  as  the  base  paths.  The  store's 
entrance  is  home  plate,  with  the  high- 
est-volume merchandise,  color  TVs 
and  VCRs,  situated  toward  the  back, 
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between  first  and  second  base.  That 
forces  shoppers  to  walk  up  the  first 
base  line,  where  they  can't  help  but  be 
tempted  by  the  stereo  equipment,  be- 
fore making  the  turn  toward  second 
base,  to  the  TV  displays. 

Note  another  example  of  execution 
in  the  TV  department.  A  salesman's 
opening  line  here  is  "Welcome  to  Cir- 
cuit City,"  not  "Can  I  help  you?" 
Why?  Because  if  a  customer  is  asked 
"Can  I  help  you?"  he  can  easily  come 
back  with  a  "No,  just  looking"  and 
walk  away  empty-handed. 

Having  closed  off  that  escape,  the 
smiling  salesman  launches  his  pitch. 
He  asks  what  size  TV  the  customer 
wants  and  shows  three  or  four  basic 
makes,  starting  at  $189.  Consumer  Re- 
ports likes  Mitsubishi's,  he  says, 
which  has  the  same  "Diamond  Vi- 
sion" technology  the  customer  surely 
has  seen  on  the  giant  screen  at  Atlan- 
ta's baseball  park.  The  salesman  sug- 
gests a  remote  control  for  $60  and 
upgrading  to  a  stereo  model  for  anoth- 
er $100  to  $200.  In  7  or  8  minutes,  the 
Mitsubishi  deal  is  closed. 

Now  to  the  cashier,  situated  in  the 
infield,  which  requires  weaving  one's 
way  past  bins  piled  high  with  impulse 
buys,  such  as  blank  video  tapes.  The 
TV  sale  is  rung  up,  which  simulta- 
neously advises  the  pickup  desk  to 
fetch  a  set  from  the  stockroom. 

The  pickup  desk  is  situated,  by  no 
accident,  near  home  plate.  Fast  gain- 
ing insight  into  why  the  place  is 
called  Circuit  City,  the  customer 
dashes  back  to  the  red  tile  base  path. 
Rounding  second,  he  cruises  past  the 
VCRs,  then  down  to  third,  along  the 
refrigerators,  offerings  dating  back  to 
Circuit  City's  humble  beginnings  in 
home  appliances.  Steaming  for  home, 
he  passes  the  washers  and  driers. 
Though  Circuit  City  will  spend  about 
$100  million  this  year  on  advertising, 
nothing  is  more  effective  than  this 
forced  march  around  the  base  paths. 

This  kind  of  execution  has  enabled 
Circuit  City  to  continue  to  hold  the 
largest  market  share  nationally  in  a 
retail  field  where  sales  have  quadru- 
pled (see  chart,  opposite).  Simply  by 
holding  onto  its  leading  share  as  the 
market  grew,  Circuit  City's  sales  rose 
$1.1  billion,  from  fiscal  1983  to  1988, 
far  outstripping  gains  of  the  nearest 
competitor. 

For  all  the  marketing  dollars  spent 
by  manufacturers  to  establish  product 
differences,  Sharp  thinks  of  Circuit 
City  as  a  commodity  business.  Every- 
one is  selling  the  same  products  for 
roughly  the  same  prices,  he  says,  and 
thus  the  only  way  to  outperform  ri- 
vals is  to  raise  sales  faster  than  the 
competition.    In   turn,    this    creates 


Circuit  City  Stores  President  Richard  L.  Sharp 

"We  don't  nave  a  secret  formula,  like  Coca-Cola.' 


Melinda  Berge 


small  upstream  efficiencies,  efficien- 
cies that  are  greatly  magnified  down- 
stream by  increased  sales. 

To  illustrate  the  point,  consider 
what  happened  between  1983  and 
1987,  a  period  in  which  Circuit  City's 
annual  sales  rose  $765  million.  Its 
pretax  income  leaped  $62  million,  a 
near  sevenfold  gain.  Assume  for  a  mo- 
ment that  throughout  this  period  Cir- 
cuit City's  pretax  margins  held  steady 
at  3.7%,  the  1983  level.  In  effect,  that 
means  $28  million  of  the  $62  million 
pretax  gain  simply  came  from  selling 
more  TVs,  VCRs  and  so  forth  in  1987 
than  the  company  sold  in  1983. 

But  watch  how  sharply  rising  sales 
also  gave  Circuit  City  what  seemed  a 
small  edge  upstream,  an  edge  that 
paid  off  dramatically  as  it  worked  its 
way  down  to  the  bottom  line.  As  Cir- 
cuit City  sold  more  merchandise,  the 
company's  sales,  general  and  adminis- 
trative expenses — much  of  which  are 
fixed  costs — shrank  2Vi  cents,  to 
roughly  21  cents  for  each  dollar  of 
sales.  Two-and-one-half  cents  on  the 
dollar  doesn't  sound  like  much.  But 
carve  an  additional  2.5%  pretax  profit 
out  of  $765  million  of  new  sales,  and 
it  produces  an  extra  $19  million. 

To  sum  up,  Circuit  City's  dramatic 


sales  increase  drove  profits  up  in  two 
ways.  First,  it  increased  profits  by  col- 
lecting a  margin  off  each  additional 
unit  sold.  Second,  rising  sales  made 
Circuit  City  more  efficient,  boosting 
pretax  margins  from  3.7%  to  7%. 

How  to  keep  this  up?  Execution, 
says  Sharp.  More  local  market  share, 
ready  for  the  day  when  another  VCR- 
like  product  comes  along  to  make  the 
pie — especially  Circuit  City's  leading 
slice — even  bigger.  A  bigger  piece  of 
pie,  in  turn,  will  raise  Circuit  City's 
sales,  efficiency  and  its  margins  even 
more.  "In  retailing,  the  gains  are  in- 
cremental," he  says. 

Meanwhile,  Sharp  expects  to  fine- 
tune  Circuit  City's  retail  format,  a 
format  that  has  evolved  steadily  over 
three  decades.  "We  have  a  history  of 
keeping  up  with  the  latest  way,"  he 
says,  "and  I  don't  think  that's  going  to 
stop." 

Sharp  needn't  look  far  to  see  what 
happens  if  it  does.  Nearby  in  Rich- 
mond stands  the  headquarters  of  Best 
Products,  a  leader  in  catalog  show- 
rooms, a  hot  retail  format  of  the 
1970s.  Hot  until  the  1980s,  when  cat- 
alog showrooms — and  Best  Prod- 
ucts— faded.  Retailing,  like  baseball, 
is  a  game  of  inches.  ■ 
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Hemingway  is  still  revered  here,  as  is  Adam 
Clayton  Powell  But  the  biggest  star  of  all  is 
still  the  blue  marlin. 

Just  an  island 
in  the  stream 


S    ftipm 


/:/'"'  '•!«'  ney  topped  717 pounds 

To  serious  angler*,  easily  worth  the  J>  IO.OOO  chase. 


Bimini,  Bahamas.  "Visit  Bimini — for  a 
Hart-stopping  experience"  is  the  lat- 
est T  shirt  slogan  on  this  island  in  the 
stream. 

Cute.  But  Bimini  is  more  than  the 
place  where  Gary  Hart's  hopes  for  the 
presidency  died,  in  Kodachrome,  on 
board  the  good  ship  Monkey  Business. 
For  serious  anglers  it's  a  shrine,  where 
Ernest  Hemingway  drank  rum,  wrote 
To  Have  and  Have  Not  and  pulled  in 
billfish.  Forbes  paid  a  visit  recently  to 
see  how  much  Bimini  has  changed 
over  the  years  and  how  it's  coping — 
never  mind  the  Hart  notoriety — with 
students  on  spring  break  and  Miami 
muscle-boaters. 

Anglers:  Not  to  worry.  If  Heming- 
way were  in  his  prime  today,  he'd  still 
drop  his  hook  here.  Indeed,  he'd  find 
the  island  little  changed.  Phones  are 
sometimes  out  for  days  at  a  time  or, 
when  working,  are  often  choked  with 
static.  Roads  are  only  about  as  wide  as 
a  billfish  is  long.  Biminites  have  their 
own  hushed  patois  that  Anglos  can't 
follow.  Fish  and  conch  fresh  from  the 
sea  are  the  best  things  to  eat  on  the 
island,  rum  the  best  drink.  Hotels  and 
inns  are  few  and  simple,  boasting 
plenty  of  space  to  store  your  fishing 
gear,  yet  many  rooms  lack  closets  and 
none  have  phones.  Buildings  are  sim- 
ple— wood  or  concrete  block — and 
only  a  few  are  more  than  a  single 
story.  You  have  to  hunt  around  in 
general  stores  to  find  razor  blades  or 
sun  block.  If  the  fruit  boat  is  late 
because  of  weather,  you  go  without. 

There  are  no  golf  courses,  few  pools, 
a  single  tennis  court  and  no  casino. 
You  arrive  on  the  island  as  you  would 
have  in  Papa's  day — via  small,  propel- 
ler aircraft,  often  seaplanes,  or  by  pri- 
vate boat.  In  short,  Bimini  is  in  no 
imminent  danger  of  becoming  anoth- 
er Freeport  or  Nassau. 

The  island  has  two  eternal  things 
going  for  it.  First,  it  is  the  closest 
Bahamian  island  to  the  U.S.,  only  50 
miles  to  the  west  (under  an  hour  by 
fast  boat,  depending  upon  how  lumpy 
the  Gulf  Stream  is).  Smuggling  has 
long  been  an  important  Bahamian  in- 
dustry. At  various  times,  it  was  rum 
or  guns  or  refugees.  Now  it's  drugs.  To 
curb  drug  running,  more  than  20  U.S. 
Customs  officials  monitor  Bimini's 
sea  and  air  traffic  with  a  fleet  of  fast 
boats  and  radar  that  can  lock  in  on 
any  boat  or  plane  clear  to  the  Florida 
coast.  Big-time  drug  runners  now  op- 
erate elsewhere,  sometimes  just  ex- 
propriating their  own  islands. 

Bimini's  other  major  asset  is  the 
Gulf  Stream,  right  on  its  front  porch. 
Just  minutes  away  from  the  modern, 
fully  equipped  marinas  on  the  island, 
which  can  accommodate  up  to  200 
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boats,  you  are  in  the  deep,  blue  water. 
Here  the  revered  blue  marlin  and  a 
score  of  other  gamefish  cruise,  just  as 
they  did  when  Hemingway  and  How- 
ard Hughes  trolled  for  them  half  a 
century  ago. 

Is  the  fishing  still  as  good?  Hard  to 
say.  Trust  no  one  over  50 — notorious- 
ly sentimental  about  the  past.  But  a 
lot  of  big  fish  still  get  caught,  and  a  lot 
of  anglers  spend  a  lot  of  time  and 
money  trying  to  boat  them.  You  can- 
not expect  to  simply  arrive  at  Bimini, 
charter  a  boat  for  a  day  or  two  and 
plan  on  taking  home  a  blue  marlin. 
(Although  that  is  precisely  what  Ted 
Turner  did  in  early  1984.) 

Michael  Kaboth,  manager  of  the 
Bimini  Big  Game  Fishing  Club,  esti- 
mates that  each  blue  marlin  brought 
to  the  dock  represents  more  than 
$10,000  spent  by  anglers  in  its  pur- 
suit. Catch  or  no,  just  outfitting  and 
running  a  42-footer  for  a  week's  tour- 
nament can  easily  cost  a  team  of  an- 
glers $10,000. 

Yet  reservations  are  tight  for  the 
major  fishing  tournaments,  which  get 
under  way  in  March  and  run  until 
November.  In  addition  to  the  major 
gamefish — blue  and  white  marlin, 
bluefin  tuna  and  wahoo — there  are 
mako  shark,  barracuda,  dolphin,  king- 
fish,  mackerel,  snapper,  Allison  tuna, 
grouper,  amberjack,  sailfish  and 
blackfin  tuna  available,  depending 
upon  the  time  of  year. 

Bonefish  and  permit  can  also  be  tak- 
en on  the  flats  on  the  island's  eastern 
shore.  Local  guides  are  as  good  as 
you'll  find  anywhere. 

After  sundown,  the  fishing  yarns 


Ernest  Hemingway  Collection,  councsyjohn  F  Kennedy  Library 


Hemingway,  sons  John,  Patrick  and  Gregory,  and  a  single  day's  catch 

Even  in  1935,  they  knew  a  thing  or  two  about  catching  blue  marlin. 


get  spun  at  the  Compleat  Angler,  a 
rustic  bar  and  inn  where  Hemingway 
stayed  in  the  late  1930s.  The  uniform 
of  the  day  is  shorts  and  your  cleanest 
T  shirt.  The  pleasures  include  Bacardi 
Ahejo  and  people- watching — local 
skippers  suffering  the  tall  tales  of 
high-powered  executives  from  the 
mainland;  college  students  on  spring 


break;  and  the  drifters  who  seem  to 
wash  up  at  fishing  marinas  like  sea- 
weed at  low  tide. 

Newspaper  accounts  of  Gary  Hart's 
exploits  encroach  on  the  Hemingway 
pictures  somewhat,  but  they  will  fade 
and  peel  off.  Already  the  plaque  af- 
fixed to  the  piling  where  Monkey  Busi- 
ness docked  has  been  swiped. — W.G.F. 


Wetting  a  line 


'  any  anglers  who  participate  in  Bimini's  eight  ma- 
i  jor  fishing  tournaments  come  over  in  their  own 
boats  from  Florida  or  have  their  skippers  make  the 
crossing  while  they  fly  over.  There  is  regular  air  service 
on  puddle-jumpers  from  Miami, 
Fort  Lauderdale,  Palm  Beach  and 
Nassau. 

Charter  boats  are  available,  too, 
even  to  book  for  tournaments.  Of 
course,  you  don't  have  to  be  in  a 
toumameht  to  schedule  a  charter 
(cost:  $500  to  $650  per  day).  Boats 
can  be  booked  through  the  hotels. 
The  biggest  hotel,  with  35  rooms 
and  12  guest  cottages,  is  the  Bimini 
Big  Game  Fishing  Club,  which,  de- 
spite its  name,  is  not  private. 
Rooms  start  at  $98  per  night 
(phone  1-800-327-4149). 

You  might  also  try  Bimini's  Blue 


N  PopOl 


Sportfishermen  at  Big  Game  Fishing  Club 
Everything's  within  an  easy  cast. 


Water  Resort  ($90  per  night;  Box  627,  Bimini,  Bahamas; 

local  phone  347-2291);  or  the  Compleat  Angler  ($62; 

Box  601,  phone  347-2122).  All  of  the  hotels  are  within 

an  easy  cast  of  one  another  and  of  the  marinas  where 
most  anglers  from  the  mainland 
sleep  aboard  their  own  boats. 
Many  of  the  latter  are  the  most 
luxurious  accommodations  on  the 
island. 

To  get  more  information  about 
fishing  tournaments,  call  the  Baha- 
mas Sports  Hotline,  1-800- 
32SPORT. 

Diving  is  also  becoming  popular 
on  the  island.  Bimini  Undersea  Ad- 
ventures puts  together  dive  pack- 
ages (write  Box  21766,  Fort  Lauder- 
dale, Fla.  33335;  305-763-2188), 
and  gear  can  easily  be  rented  on  the 
island.— W.G.F. 
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You  may  think  of  mink  coats  as  a  luxury 
item,  but  to  Koreas  Jindo  Corp.  they  are 
just  an  unexploited  mass  market. 

Moving  the  mink 


James  Sullivan  ,  i 
Betting  that  a  $2.0 


86 


trice  tag  is  magic. 
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By  Jeffrey  A.  Trachtenberg 
and  Andrew  Tanzer 

James  Sullivan,  37,  runs  the 
U.S.  operations  of  Seoul-based 
Jindo  Corp.  Jindo  ($264  million 
in  sales  last  year)  is  the  world's  largest 
fur  coat  manufacturer.  Sullivan  is  bet- 
ting more  than  $10  million  this  year 
that  fur  retailing  can  be  made  into  a 
mass  business. 

"Look  how  sporting  goods  retailing 
has  changed,"  says  Sullivan.  "Twenty 
years  ago  that  was  an  industry  domi- 
nated by  small  family-owned  stores 
and  department  stores.  Today  both 
segments  are  gone.  The  business  is 
now  dominated  entirely  by  chains. 
The  same  will  happen  in  fur.  Many  in 
the  industry  will  say  you're  not  sell- 
ing a  baseball  bat,  you're  selling  a  fur. 
We  think  they  are  wrong." 

Jindo,  of  course,  is  aiming  smack  at 
the  bottom  of  the  fur  coat  market,  at 
the  women  who  are  buying  their 
mink  for  less  than  $2,000,  perhaps 
with  money  saved  by  eating  lunch  at 
McDonald's. 

Jindo  has  this  under-$2,000  market 
largely  to  itself.  The  U.S.'  two  largest 
fur  merchants  have  approached 
cheaper  coats  gingerly  for  fear  of  com- 
promising their  images.  Number  one, 
Chicago-based  Evans,  Inc.,  generates 
about  $125  million  a  year  in  fur  sales 
at  26  of  its  own  stores  plus  100  depart- 
ment store  locations.  Its  lowest  pro- 
motional mink  coats  are  priced  at 
about  $2,500,  compared  with  Jindo's 
$1,795.  Number  two,  Fred  Schwartz, 
chairman  of  the  Fur  Vault,  startled 
the  fur  industry  with  his  TV  commer- 
cials aimed  directly  at  young  working 
women  ("Marlene,  come  in  out  of  the 
cold,"  Schwartz  would  croon).  The 
Fur  Vault  now  does  about  $105  mil- 
lion in  retail  sales  in  22  stores,  but  10 
of  these  are  leased  departments  in 
Bloomingdale's  stores  and  1  is  in 
Rich's  in  Atlanta — not  exactly  the 
low  end  of  the  market. 

Sullivan  already  manages  10  Jindo 
retail  fur  stores  in  New  York,  Phila- 
delphia, Plymouth,  Mass.  and  Wind- 
sor, Ont.  This  year  he  will  open  25 
more,  expanding  in  those  markets  and 
adding  units  in  Los  Angeles,  San  Fran- 
cisco, Dallas,  New  Orleans,  Atlanta 
and  the  Washington,  D.C.  metropoli- 
tan area.  "In  two  years  we'll  have  5% 
of  a  $2.5  billion  U.S.  retail  market," 
he  predicts.  Profits?  He  is  patient.  Not 
until  1990,  Sullivan  replies. 

Quite  clearly,  Sullivan  is  counting 
on  good  growth  in  overall  U.S.  sales — 
more  than  25%  in  two  years.  Actual- 
ly, however,  domestic  retail  sales  in 
1987  are  estimated  at  about  $1.8  bil- 
lion, the  same  as  in  1986.  Manufac- 
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Now  when  you  rent 
ftorn  Ais  Incyou  can  deal 

directly  with  the  owners; 


Recently  we,  the  employees  of  Avis,  Inc.,  bought 
the  company. 

Sure,  that's  good  news  for  us.  But  it's  even  better 
news  for  you. 

Because  we  know  our  success  depends  on  your 
satisfaction.  And  we  intend  to  be  very  successful. 

We'll  do  it  by  giving  you  low  SuperValue  Rates  for 
business  and  leisure,  and  fast  services  like 


Roving  Rapid  Return.  It's  the  new  Avis  Carside 
Computer^  that  speeds  you  on  your  way  with  a  printed 
receipt  in  just  seconds* 

So  the  next  time  you  need  a  car,  stop  by  any  Avis 
corporate  rent  a  car  location  and  shake  hands  with 
a  new  owner. 

For  information  or  reservations,  call  1-800-331-1212. 
Or  call  your  travel  consultant. 

It'll  be  the  beginning  of  a  great  friendship. 

Come  meet  the  new  owners  of  Avis,  Inc.,  at 
corporate  locations. 


M 


r  'pit 


i 


■ 


■ 


Avis  features  Gl 
Pontiac  Grand  Prix. 


if;, 


V? 


0  1988  Wizard  Co.,  I -ic. 

"At  select  U.S  locations  during  p&a 
for  charge  card  customers  who  do  not 
require  modification  of  their  rental  charges. 

'Employees  at  att  corporate  locations. 


We  Ye  tryinf  harder  than  ever;v 


turers  blame  the  stock  market  crash 
for  part  of  the  slowdown. 

Jindo's  primary  market  is  less  likely 
to  be  influenced  by  the  stock  market. 
"Ours  are  mostly  first-time  fur 
buyers,"  says  Sullivan  of  the  custom- 
er for  his  basic  $1,995  full-length 
mink  coat.  Other  retailers  here  say 
Jindo  sells  cheap  because  its  coats  are 
cheaply  made.  But  that  may  be  wish- 
ful thinking.  "Jindo's  $2,000  furs  look 
like  $4,000  furs,"  says  industry  con- 
sultant Howard  Davidowitz.  "Obvi- 
ously their  wholesale  costs  are  less. 
They've  got  the  magic  price  point 
where  60%  of  the  dollars  are  done  in 
the  real  world." 

Jindo  does  not  claim  that  it  matches 
the  quality  of  the  highest-priced 
coats.  There  are  no  silk  linings,  for 
example,  the  furs  are  a  bit  coarser,  the 
workmanship  is  less  demanding  and 
the  styling  more  rudimentary.  But 
most  of  these  details  are  scarcely  no- 
ticeable to  the  average  customer,  es- 
pecially the  first-time  buyer. 

Sullivan's  boss  is  Kim  Young-Do, 
44,  president  of  Jindo  Corp.  Not  only 
is  Jindo  the  world's  biggest  producer 
of  fur  coats  (40%  of  its  1987  sales 
came  from  furs),  but  it  is  also  a  lead- 
ing manufacturer  of  shipping  contain- 
ers. Kim  runs  the  company  with  four 
brothers,  and  their  ambitions  are  tru- 
ly global.  They  are  setting  up  a  world- 
wide chain  of  Jindo  Fur  Salon  stores. 
Besides  the  10  in  North  America, 
there  are  33  in  Korea,  Hong  Kong, 
Europe  and  Guam,  plus  2  in  Hawaii; 
Kim  plans  to  have  100  by  1991.  The 
first  store  was  in  Hong  Kong,  followed 
quickly  by  moves  into  West  Germa- 
ny, London,  Guam  and  Hawaii.  Why 
tropical  islands?  "People  didn't  real- 
ize we  were  marketing  to  tourists,  for 
whom  there  is  no  off-season." 

Jindo  also  keeps  costs  down  by  us- 
ing Korean  labor  and  maintaining  the 
only  complete  vertical  integration  in 
the  fur  industry.  Kim,  a  workaholic 
entrepreneur  who  travels  abroad  150 
days  a  year,  buys  furs  at  the  major 
auctions  in  North  America,  Scandina- 
via ami  the  Soviet  Union.  The  pelts 
are  treated  a  ^d  assembled  into  coats 
at  Jindci  '        three-story  fac- 

tory in  suburban  Seoul,  then  shipped 
to  Jinu  shops  and  even  to  such  com- 
petitors as  Furrari  and  Ronlee. 

Kim  suited  in  furs  with  duty-free 
fur  stores  for  foreigners  in  Seoul  and 
Pusan.  Few  Koreans  could  afford  his 
waies,  bul  affluent  lapanese  tourists 
could,    i  Ivertised    in    airline 

flight  and  u.  azines  and  hotel 

guides.  The  re  in  Seoul's 

Itaewon  touri  hopping  district 
raked  in  $19  nc  ir    The 

attraction?  Fur  p  three  'o  four 


Inside  the  Jindo  fur  factor}'  in  Seoul 

Retail  prices  are  low  because  hourly  wages  are  only  $1.25. 


H  Edward  Kim 


times  higher  in  Tokyo  because  of  high 
duties  and  the  country's  notoriously 
complicated  distribution  system.  Kim 
has  no  plans  to  open  a  shop  in  Japan. 
"I'd  rather  spend  the  money  on  adver- 
tising to  bring  them  to  Korea." 

The  Seoul  Stock  Exchange  is  ap- 
plauding Kim's  fast-furs  strategy. 
Since  Jindo  went  public  in  November, 
the  share  price  has  more  than  quintu- 


pled, to  25,600  won  ($34),  valuing  the 
Kim  brothers'  70%  stake  at  about  $50 
million. 

"There's  plenty  of  empty  market," 
observes  the  ebullient  Kim.  "Forty- 
six  million  cars  are  sold  [worldwide]  a 
year,  but  fewer  than  1  million  mink 
garments.  Of  ten  women  who  pur- 
chase fur  coats,  one  fur  should  be 
mine."  Will  he  stop  at  one  in  ten?  ■ 


Kim  Young-Do.  president  of  Jindo  Corp 

"Often  women  who  purchase  fur  coats,  one  fur  should  be  mine. 
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ITS  TIME  TO 


It's  true,  Blue. 

The  time  has  come  for  an  enlightened  organization  like 
you  to  recognize  a  bright  idea  like  the  Philips  Econ-o-watf 
fluorescent  lamp. 

Just  look  at  what  the  Econ-o-watt  lamp  did  for  one  of 
the  largest  office  buildings  in  Dallas:  By  replacing  their 
standard  fluorescents,  it  saved  them  over  9  cents  per 
square  foot  in  annual  energy  costs.  That's  more  than 
$110,000  a  year. 

Imagine  how  those  savings  would  translate  to 
'your  network  of  office  buildings  around  the  country. 
So  come  on.  Have  your  computer  call  our  computer 
at  1-800-631-1259,  Ext.  421.  Something  tells  us  that 
Philips  Lighting  and  IBM  could  be,  er,  compatible. 

ITS  TIME  TO  CHANGE  YOUR  BULB! 


Philips 

Econ-o-watt' 

Fluorescent 

Lamp. 
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There's  as  much  showmanship  as  technol- 
ogy in  it,  but  the  V-12  engine  is  coming 
back,  in  the  $70,850  BMW,  for  instance. 


Superpower 


It  was  a  little  like  taking  a  high 
roller  to  Atlantic  City  and  asking  him 
to  play  the  quarter  slots.  In  order  to 
get  the  keys  to  BMW's  new  750iL,  a 
12-cylinder,  five-passenger  sedan 
with  a  price  of  $70,850,  a  reporter  had 
to  sign  an  agreement  that  he  wouldn't 
press  the  car  to  its  impressive  limits. 

"Are  we  really  going  a  hundred?" 
our  passenger  inquires  later,  as  we  fly 
by  a  Ford  Taurus  on  the  Northwest 
Tollway  outside  Chicago.  Remember- 
ing our  agreement  with  BMW,  we  so- 
berly decide  not  to  test  the  limits  of 
the  750iL,  which  we  are  told  will  hit  a 
top  speed  of  155mph  before  a  safety 
valve  cuts  off  the  gas.  At  a  mere 
lOOmph,  you  can  barely  hear  the  gent- 
ly humming  296hp  V-12  engine  under 
the  hood  of  this  2-ton  car. 

After  a  decade  of  driving  fuel-effi- 
cient cars  at  55  miles  per  hour,  Ameri- 
cans want  more  power  and  smoother 
performance  in  the  family  sedan,  and 
automakers  from  Europe  to  Japan  are 
obliging  with  engineering.  They  are 
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doing  it  by  tinkering  with  the  good 
old  reliable  four-cycle  reciprocating 
gasoline  engine,  which  was  developed 
112  years  ago  and  has  since  survived 
threats  from  competing  technologies 
over  the  years  that  ranged  from  steam 
and  electric  to  diesel  and  rotary  (see 
box,  p.  92). 

Carmakers  are  getting  more  horse- 
power out  of  their  engines  by  reviving 
an  old  idea:  adding  extra  cylinders  and 
putting  more  valves  on  each  cylinder. 

Piston-driven  engines  all  work  the 
same  way:  A  spark  at  the  top  of  each 
cylinder  ignites  a  mixture  of  fuel  and 
air,  creating  an  explosion  that  drives 
the  piston  down  the  cylinder,  pushing 
a  connecting  rod  that  turns  a  crank- 
shaft. In  theory,  the  more  cylinders, 
the  smoother  the  delivery  of  power, 
but  also  the  higher  the  fuel  consump- 
tion. Each  BMW  750iL,  for  instance, 
carries  a  surcharge  of  $1,850  to  cover 
the  federal  gas-guzzler  tax. 

Currently,  the  12-cylinder  engine  is 
used  in  exotic,  hand-built  cars  like 
Ferraris  and  Lamborghinis.  But  the 
BMW  750iL,  introduced  last  Decem- 
ber, is  the  first  mass-produced  12-cyl- 
inder car  to  be  sold  in  America  since 
Jaguar  introduced  its  classic  XJ-S  V-12 
here  17  years  ago.  (Cadillac  aban- 
doned its  12-cylinder  and  16-cylinder 
engines  in  the  1930s  because  they 
were  so  gas-thirsty.)  BMW's  new  529- 
pound  aluminum  engine  combines  in 
a  V  formation  two  in-line  6-cylinder 
engines.  BMW  also  squeezed  more 
power  out  of  its  engine  by  redesigning 
the  combustion  chambers,  putting  a 
bowl-shaped  cavity  on  the  top  of  each 
piston  and  reducing  the  angle  be- 
tween the  exhaust  valves  and  intake 
valves. 

So  far  the  750iL  is  a  hit.  BMW  says 
it  will  easily  meet  its  sales  target  of 
3,600  units  in  the  U.S.  this  year,  con- 
tinuing the  company's  drive  into  the 
upper  end  of  the  auto  market.  "The 
moment  one  comes  into  my  show- 
room, it  goes  out,"  boasts  Bill  Knauz, 
owner  of  Knauz  Continental  Autos  in 
Lake  Forest/Ill. 

Some  designers  say  it  becomes  diffi- 
cult to  distinguish  degrees  of  smooth- 
ness beyond  8  cylinders.  "It  is  very 
difficult  to  beat  a  V-8  in  terms  of 
smoothness,"  says  David  Cole,  a  Uni- 
versity of  Michigan  professor  who 
teaches  a  class  in  engine  design.  Diffi- 
cult but  not  impossible:  BMW's  V-12 
delivers  power  more  uniformly  than  a 
V-8  because  it  creates  six  explosions 
for  every  revolution  of  the  crankshaft 
versus  four  in  a  V-8.  The  difference  is 
marginal  but  perceptible. 

BMW's  750iL  gets  296hp  at 
5,200rpm  out  of  its  5  liters  of  displace- 
ment,    against    Jaguar's     262hp     at 


5,000rpm  from  its  5.3-liter  XJ-S  V-12. 
Mercedes-Benz'  closest  competitor, 
the  560  SEL,  gets  238hp  at  4,800rpm 
out  of  a  5.6-liter  V-8. 

One  of  the  reasons  the  V-12s  lost 
popularity  in  the  past  was  that  they 
were  so  fuel-inefficient.  BMW  seems 
to  have  beaten  this  rap:  The  750iL 
gets  12  miles  per  gallon  in  city  traffic, 
17  on  the  highway.  That  is  low  com- 
pared with  the  relatively  fuel-efficient 
Cadillac  Seville,  which  is  rated  at 
1 7mpg  in  the  city  and  24  on  the  high- 
way. But  it  is  about  in  line  with  other 
luxury  cars,  such  as  the  Jaguar  XJ-S, 
which  gets  14  miles  per  gallon  in  the 
city  and  1 7  on  the  open  road. 

The  750iL  is  the  biggest  of  BMW's 
new  "7  series"  cars,  a  line  of  five 
models  developed  at  a  cost  of  $1.1 
billion  over  the  last  seven  years.  That 
outlay  bought  more  than  just  a  larger 
engine.  Most  of  the  new  technology  in 
the  car  is  under  the  hood,  and  much 
will  turn  up  in  other  BMW  models. 
For  the  first  time  in  a  mass-produced 
commercial  automobile,  the  750iL 
uses  an  electronic  throttle  to  vary  the 


engine's  speed.  That  eliminates  the 
old-fashioned  cable  that  links  the  gas 
pedal  to  the  engine  in  other  cars. 
Pressing  the  accelerator  on  the  750iL 
is  like  turning  up  the  volume  on  your 
stereo  system — the  engine's  response 
is  more  precise  and  more  predictable. 
The  car  has  redundant  electronic  igni- 
tion and  fuel  injection  systems  in  case 
one  fails. 

BMW  has  started  a  battle  for  techni- 
cal supremacy  in  the  tiny  but  lucra- 
tive superluxury  corner  of  the  car 
market.  Jaguar,  which  six  years  ago 
considered  halting  production  of  its 
12-cylinder  engine  because  it  was  a 
gas-guzzler,  now  is  updating  it.  And 
Mercedes  has  answered  BMW's  chal- 
lenge by  announcing  that  it  will 
wheel  out  a  12-cylinder  car  in  the 
early  1990s. 

Until  Mercedes  can  come  up  with  a 
V-12,  the  Stuttgart  carmaker,  along 
with  Toyota  and  Nissan,  is  moving  to 
multivaive  V-8s.  Most  car  engines 
have  two  valves  per  cylinder,  one  to 
let  a  fuel-air  mixture  into  the  cylinder 
and  one  to  allow  exhaust  gases  out. 
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The  Rodney  Dangerf ield  of  auto  engines 


Norton's  rotary 
motorcycle 


Remember  the  rotary  (nee  Wankel)  en- 
gine— once  heralded  as  a  lighter, 
more  powerful,  smoother  replacement  for 
the  traditional  piston  engine?  Soon  after 
Mazda  introduced  the  technology  in  U.S.  ^ 
cars  in  1970,  the  rotary  was  widely 
scorned  as  a  gas-guzzler. 

Well,  the  rotary  finally  has  been  getting 
some  respect,  though  largely  outside  the 
automotive  arena,  in  uses  ranging  from 
electric  generators  to  motorcycles. 

The  engine  was  developed  in  1954  by     

Felix  Wankel,  a  West  German  automotive  engineer.  Its 
power  comes  from  a  triangular  rotor  that  orbits  on  a 
fixed  gear  (see  diagram,  below).  A  rotary  engine  can 
produce  as  much  power  as  a  far  bulkier  piston  engine 
weighing  three  times  as  much.  For  example,  Mazda's 
rotary-powered  RX-7  sports  car  produces  146hp  with  a 
1. 3-liter  displacement  rotary  engine,  about  twice  the 
power-to-size  ratio  of  a  piston  engine.  Though  the  rota- 
ry has  improved  its  fuel  efficiency  since  1970,  it  cannot 
compete  with  pistons.  Mazda's  RX-7  today  gets  only  1 7 
miles  to  the  gallon  for  in-city  driving,  compared  with  26 
for  the  Toyota  MR2  using  a  4-cylinder  piston  engine. 

Unlike  most  other  challengers  to  the  reciprocating 
piston  engine  through  the  years,  the  rotary  actually 
works.  But  so  great  is  the  world's  investment  in  piston 


engines  that  without  spectacular  cost  sav- 
ings— which  the  rotary  doesn't  offer — it 
doesn't  pay  to  switch.  Hence,  most  of  the 
companies  that  tried  to  develop  a  rotary 
car  engine  in  the  early  1970s,  including 
General  Motors,  ended  up  dropping  the 
technology. 

But  other  niches  outside  the  automotive 
business  have  been  opening  up.  Norton 
Group  Pic,  the  successor  to  the  classic 
British  motorcycle  maker  Norton  Villiers 
Triumph  Group  Pic,  has  been  selling  rota- 
ry-powered police  and  military  motorcycles  for  five 
years  and  will  introduce  this  year  a  rotary-powered 
motorcycle  for  consumers  that  it  says  will  have  less 
vibration  than  piston-powered  cycles.  Norton  also  uses 
the  engine  in  aircraft  called  drone  planes,  used  by  the 
military  for  target  practice,  and  in  surveillance  planes. 
Deere  &  Co.,  the  farm  equipment  maker,  is  develop- 
ing rotary  engines  for  Marine  amphibious  assault  vehi- 
cles and  Air  Force  generators.  Deere  says  that  because 
the  rotary  has  fewer  parts,  maintenance  is  easier. 

Other  uses  for  the  rotary  engine:  Brunswick  Corp.'s 
Mercury  Marine  division  is  working  on  a  rotary- 
powered  boat  motor,  and  Teledyne  Inc.  is  developing 
rotary  engines  for  use  in  light  aircraft,  heat  pumps  and 
air  conditioners. — C.S. 


Both  the  rotary  engine  and  the  four- 
stroke  piston  engine  turn  gasoline  into 
mechanical  energy  in  four  steps.  The 
piston  moves  down,  drawing  the  fuel- 
air  mix  into  a  cylinder,  up,  compress- 
ing it,  down,  after  the  spark  plug  ig- 
nites the  mix,  and  back  up,  eliminat- 
ing exhaust.  In  a  rotary  engine  the 
rotor  revolves  around  the  gearshaft  it 
drives  in  its  figure-eight-shaped  cham- 
ber. It  draws  fuel  into  the  top  of  the 
chamber  (1),  revolves  clockwise,  com- 
pressing it  against  the  right-hand  wall 
(2)  where  the  fuel  is  ignited  by  a  spark 
(3),  driving  the  rotor  and  expelling  the 
exhaust  (4). 


Source  Mazda 
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Most  multivalve  engines  have  four 
valves  per  cylinder — two  of  each.  This 
allows  faster  delivery  of  the  fuel-air 
mixture,  which  means  more  fuel  can 
be  burned  during  each  explosion.  Tur- 
bocharging  and  supercharging  are  just 
more  expensive  ways  of  getting  more 
fuel  and  air  into  the  i  Under.  Moving 
from  two  valves  per  i  vlinder  to  four 
typically  boosts  hoi  powei  by  a  third 
without  increasing        placement  by 


improving  the  breathing  efficiency  of 
the  engine.  Meaning:  You  can  run 
more  fuel  and  air  in  and  out  of  the 
engine  in  a  given  period  of  time,  thus 
increasing  the  power  output. 

When  it  comes  to  putting  more 
horses  under  the  hood  of  luxury  cars, 
American  automakers  are  behind  the 
times.  Ford  is  looking  at  adding  more 
valves  to  its  4-,  6-  and  8-cylinder  en- 
gines. Chrysler  says  its  engineers  are 
studying  engines  with  more  than  6 
cylinders. 

GM's  Cadillac  division  says  it  is 
thinking  about  adding  cylinders  or 
valves  to  the  8-cylinder  engine  it  cur- 
rently offers.  But  GM  has  also  done 


impressive  work  in  getting  more 
smoothness  out  of  smaller  engines: 
Last  year  GM  pulled  off  an  engineer- 
ing feat  with  its  lightweight,  low-fric- 
tion Quad  4,  a  4-cylinder  engine  with 
four  valves  per  cylinder,  which  pow- 
ers the  Olds  Cutlass  Calais,  Pontiac 
Grand  Am  and  the  Buick  Skylark. 

Will  all  this  expensive  automotive 
engineering  pay  off?  Yes,  if  it  helps 
one  of  these  firms  distinguish  itself  in 
a  market  where  it  helps  to  be  known 
as  a  design  leader.  Says  Malcolm  Oli- 
ver, engineering  manager  for  Jaguar 
Cars  Inc.:  "You  are  selling  image,  not 
practicality."  Technology  in  the  ser- 
vice of  marketing — and  why  not?  ■ 
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'An  hour's  recess  to  get 
a  document  from  Dallas... 
or  we're  dead  in  the  water." 


It  was  bound  to  happen  sooner 
or  later.  Now,  you  are  playing  beat 
the  clock,  and  there  is  no  way 
you  can  win. 

An  AT&T  fax  machine  could 
put  those  papers  in  your  hands  in 
seconds. 

AT&T  offers  a  full  line  of  fax 
machines  backed  by  over  100  years 
of  communications  experience. 
And  every  AT&T  fax  machine  can 
be  trusted  to  provide  fast,  high- 
quality  transmission  of  documents 
or  graphics  under  the  tightest 
deadlines. 


The  AT&T  3500D. 
All  the  basics  you  need 


An  AT&T  fax  is  a  critical  link  in 
i  your  communications  lifeline.  So 
*  don't  get  stuck.  To  learn  which 

machine  is  right  for  your  growing 
j  business,  call  your  local  AT&T 
i  Sales  Representative  now  at: 

1800  247-7000,  Ext.  622. 


Selected  products  available  at 
AT&T  Phone  Centers. 


PT-V1 


AT&T 

The  right  choice. 


PARTNERS  IN  A  SMALL  LAW  FIRM 


Careers 


Rising  to  the  top  of  one  s  profession  calls 
for  timing,  experience  and  risk.  Few  com- 
bine these  elements  as  well  as  junk  bond 
fund  entrepreneur  Patricia  Ostrander. 

The  lady 
likes  leverage 


By  Richard  Phalon 


Patricia  Ostrander  turned  50  a 
couple  of  weeks  ago  and  laugh- 
ingly thinks  of  herself  as  the  odd 
woman  out.  "I  go  to  these  money 
manager  meetings,"  she  says,  "and 
look  around,  and  decide  that  I'm  the 
only  one  over  30." 
And  a  good  thing,  too.  Patsy  Os- 


trander is  forging  a  career  in  a  risky 
investment  medium — junk  bonds — 
where  age  and  accumulated  experi- 
ence can  only  be  assets.  Ostrander 
runs  the  recently  launched  New 
America  High  Income  Fund,  a  $396 
million  (net  assets)  closed-end  junk 
bond  portfolio.  In  junk  bonds,  as  in 
fighter  planes,  there  are  old  pilots  and 
bold  pilots,  but  no  old  bold  pilots. 


Patsy  Ostrander's  reputation  as  a  top 
speculative  bond  manager  has  crystal- 
lized out  of  a  classic  blend  of  caution 
and  affinity  for  the  calculated  risk. 

Look  at  the  position  she  holds  in 
such  volatile  stuff  as  the  debentures 
of  Public  Service  of  New  Hampshire. 
Public  Service  became  the  first  big 
publicly  owned  utility  in  a  half-centu- 
ry to  seek  protection  from  creditors 
when  it  lurched  into  a  Chapter  11 
bankruptcy  early  this  year.  It  had  been 
clear  for  months  that  the  company 
was  in  serious  trouble.  Its  \1Vi%  de- 
benture of  2004  dropped  from  119  to 
70  to  49.  But  experience  taught  Os- 
trander to  wait.  She  didn't  make  her 
purchase  until  the  unsecured  paper 
had  plunged  to  30.  (The  debenture 
was  recently  around  36.) 

Ostrander  makes  it  sound  easy.  "I 
know  bankruptcy  was  a  big  risk,  but 
in  a  worst-case  analysis,  I  was  pretty 
sure  (Public  Service]  would  be  reorga- 
nized rather  than  liquidated.  I  looked 
at  the  basic  assets  and  cash  flow,  and 
decided  there  was  adequate  protec- 
tion for  everyone.  Relative  to  where 
the  market  was,  it  looked  like  a  good 
buy."  Then,  reflectively,  Ostrander 
adds:  "I  think  I  bought  a  little  too 
soon,  but  you  have  to  look  at  it  as  a 
long-term  holding." 

Ostrander  got  interested  in  Wall 
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'I  like  organizations 
that  pay  attention  to 
details.  I  feel  at  home." 


Akio  Morita 

Chairman  of  the  Board  & 
Chief  Executive  Officer 
Sony  Corporation 
Tokyo,  Japan 


"I  respect  an  operation 
when  it's  managed 
by  true  professionals." 


Jeffrey  A.  Barks 
Associate  Dean  for  Master's 
and  Bachelor's  Programs 
Sloan  School  of  Management 
M.I.T. 


In  a  world  of  increasingly  unpredictable  service  standards,  Japan  Air  Lines 
remains  a  reference  of  professionalism.  That's  one  of  the  reasons  why  more  people 
from  all  over  the  world  choose  JAL  to  fly  to  the  Orient  than  any  other  airline. 
On  your  next  trip  to  the  Orient,  fly  the  airline  that's  run  the  way  you'd  run  an 
airline.  For  reservations,  call  your  travel  agent  or  Japan  Air  Lines  directly 
at  1-800- JAL-FONE. 


JAPAN  AIR  LIMES 

We  give  you  more  of  the  Orient. 


Tokyo  Osaka  Seoul  Hong  Kong  Beijing  Shanghai  Manila  Singapore  Bangkok  and  Beyond 


Street  as  a  girl,  listening  to  her  father, 
a  restaurant  owner,  talking  about  his 
own  investments  at  the  dinner  table. 
Why  has  she  specialized  in  fixed  in- 
come rather  than  equities?  "Junk 
bonds  are  a  lot  more  like  equities  than 
Treasurys,"  says  Ostrander.  "I've  al- 
ways been  in  fixed  income.  It  was  an 
accident." 

Like  her  father,  Ostrander  puts  her 
money  where  her  mouth  is.  It  was 
personal  cash  that  went  into  Public 
Service,  earmarked  while  Ostrander 
was  putting  together  the  New  Ameri- 
ca Fund  that  Drexel  Burnham  brought 
to  market  in  February. 

As  president  and  investment  advis- 
er of  the  closed-end  fund  (through  her 
newly  established  Ostrander  Capital 
Management  Corp.),  Patsy  Ostrander 
has  her  work  cut  out  for  her.  The 
structure  of  the  fund  is  unusual.  It  is 
leveraged  by  $184  million  worth  of 
investment-grade-rated  notes  and  pre- 
ferreds  on  which  Ostrander  is  bound 
by  charter  to  keep  heavy  asset  cover- 
age. The  requirement  means  that  Os- 
trander will  have  to  be  doubly  careful 
in  dealing  with  the  defaults  that  are 
an  occupational  hazard  in  junk  bond 
investment  and  the  bogey  of  the  lever- 
age deliberately  built  into  the  fund. 
The  effect  is  to  make  a  risky  business 
riskier  still. 

Ostrander's  friends  worry  that  she 
may  have  created  a  Frankenstein 
that  could  cripple  her  fledgling  man- 
agement firm.  The  firm  now  consists 
largely  of  Patsy  Ostrander  herself 
(sole  owner  and  proprietor)  and  an 
assistant  she  brought  along  with 
her  from  Fidelity  Management. 
Ostrander  is  counting  on  her  experi- 
ence to  dispel  her  friends'  fears.  If 
she  succeeds,  she  will  be  rich:  Her 
management  firm  is  charging  New 
American  only  a  modest  25  basis 
points  on  assets,  but  good  perfor- 
mance will  very  likely  bring  in  other 
big  institutional  accounts. 

Ostrander  put  in  14  years  as  a  high- 
yield  bond  portfolio  manager  at  the 
huge  Boston-based  Fidelity  mutual 
fund  complex  before  going  out  on  her 
own  a  little  over  a  year  ago.  She  re- 
members being  interviewed  by  Ned 
Johnson  himself,  now  head  of  Fidelity 
but  then  only  heir  apparent  to  a  pool 
of  assets  that  has  grown  from  $3.5 
billion  to  some  $81  billion. 

"I  was  given  a  desk,  an  office,  a 
subscription  to  the  Wall  Street  Journal, 
and  that  was  it,"  recalls  Ostrander, 
who  was  31  at  the  time.  All  her  previ- 
ous experience — nine  years  at  La  Salle 
National  Bank  in  Chicago — had  been 
ixed  income 

from  Chicago  to  Boston 
brilliant  career 


Patricia  Ostrander 


Born:  Columbus,  Ohio,  Mar. 
31,  1938. 

Feb.  1988-present:  Ostrander 
Capital  Management  Corp. 
Owner  and  proprietor.  Manages 
New  America  High  Income 
closed-end  fund,  other  high- 
yield  accounts  of  $50  million. 

1970-87:  Fidelity  Manage- 
ment &  Research  Co.  Began  as 
fixed-income  specialist,  rose  to 
portfolio  manager. 

1960-70:  La  Salle  National 
Bank,  Chicago.  Rose  from  ad- 
ministrative assistant  to  invest- 
ment officer. 

Certificate,  business  manage- 
ment, Harvard-Radcliffe  pro- 
gram, 1960. 

B.S.,  international  relations, 
Purdue  University,  1959. 


decision.  For  some  time,  Ned  Johnson 
had  talked  vaguely  about  starting  a 
bond  fund  in  what  was  then  pretty 
much  an  equities-oriented  group. 
When  he  got  around  to  doing  so  sever- 
al months  after  hiring  her,  Ostrander 
won  the  nod  as  portfolio  manager. 
This  was  in  1971,  and  Ostrander  was 
one  of  a  small  handful  of  professional 
investors  specializing  in  bonds.  The 
right  woman,  in  short,  coupled  with 
the  right  time  and  place. 

"There  I  was,  working  with  $32 
million  and  not  nearly  as  scared  as  I 
should  have  been,"  she  remembers.  "I 
really  lucked  out.  We  were  sitting 
with  cash,  and  the  bond  market  just 
took  off." 

It  was  then  that  Ostrander,  who 
holds  a  certificate  from  the  Harvard- 
Radcliffc  Business  program,  earned  in 
1960,  got  hooked  on  junk  bond  the- 
ory. She  also  met  the  few  other  play- 
ers then  in  the  game,  including  its 
chief  proselytizer,  Michael  Milken  of 
Drexel  Burnham  Lambert. 


Now,  after  more  than  15  years  of 
trial,  many  Wall  Streeters  still  render 
the  Scotch  verdict  of  "not  proven"  on 
the  idea  that  careful  analysis  and  di- 
versification can  minimize  the  inev- 
itable losses  and  maximize  gains  in 
junk  bonds.  So  far  they  are  quarreling 
with  success.  As  Fidelity  itself  found, 
there  was  big  money  to  be  minted  out 
of  the  sales  appeal  of  high  yield — most 
customers  are  eager  to  pick  up  more 
income  rather  than  investigate  the  ad- 
ditional risk  that  explains  enhanced 
returns.  Ostrander's  portfolio  load 
grew  almost  exponentially.  Before 
leaving  the  firm  to  set  up  on  her  own, 
she  was  running  about  $1  billion 
worth  of  Fidelity  fixed-income  assets, 
spread  over  several  funds. 

Her  relentless  search  for  the  most 
competitive,  stimulating  environ- 
ment finally  drove  Ostrander  from 
the  safety  of  Fidelity  to  the  rarefied  air 
of  her  own  business.  No  flaming  femi- 
nist, Ostrander  thinks  it  is  a  lot  easier 
for  women  in  Wall  Street  now  than 
when  she  was  coming  up.  The  long 
hours  are  still  there.  Nothing  in  the 
marriage  contract  says  she  and  her 
husband,  Edward,  a  consultant,  can 
expect  to  have  dinner  together  "more 
than  a  couple  of  times  a  week." 

But  Ostrander  happily  pays  the 
price.  "It's  all  mine,  all  of  it,"  glows 
Ostrander,  who,  like  most  entrepre- 
neurs, is  consumed  by  her  job. 

Her  record?  The  most  flattering — 
and  pragmatic — answer  comes  from 
her  former  colleagues  at  Fidelity.  Fi- 
delity Special  Situations  Fund  was 
among  the  buyers  of  New  America 
High  Income  Fund's  initial  offering. 
"It's  a  very  attractive  instrument," 
says  manager  Daniel  Frank.  "Because 
of  the  leverage,  I  know  I'm  going  to 
get  300  basis  points  more  than  if  I 
went  out  and  bought  the  same  bonds 
myself.  At  the  same  time,  I'm  getting 
a  premium  manager.  At  Patsy's  level 
of  experience,  you'd  be  hard  put  to 
find  any  that  are  better." 

Soft-spoken  and  quick  to  laugh,  Os- 
trander gets  her  kicks  from  research- 
ing junk  bonds,  not  blowing  her  own 
horn.  But  don't  be  misled.  Ostrander's 
unassuming  manner  is  backed  by  iron 
determination.  Ostrander  says  she 
left  the  La  Salle  National  Bank  for 
Fidelity  because  "I  wanted  to  work  in 
a  more  competitive  atmosphere.  I 
don't  know  if  I  should  say  that.  I  don't 
want  to  be  too  critical,  but  I  wanted  to 
increase  the  risk  and  the  potential 
rewards." 

With  more  personal  risk  and  poten- 
tial reward  than  ever  on  her  plate, 
Patsy  Ostrander  is  at  last  approaching 
the  summit  of  an  already  impressive 
career.  ■ 


FORBES,  APRIL  18,  1988 


Outstanding. 


A  premium  whisky,  unrivaled  in  quality  and  smoothness  since  1858. 


Edited  by  Jerry  Flint 


Hayman  calling 

Remember  Gale  Hayman?  She  and 
her  husband,  Fred,  owned  Gior- 
gio, the  Beverly  Hills  boutique  on  Ro- 
deo Drive  that  made  a  place  for  itself 
in  U.S.  retailing  by  treating  the  newly 
rich  and  famous  as  if  they  were  old 
money.  (The  store  was  the  model  for 
the  one  in  Judith  Krantz'  novel  Scru- 
ples.) Gale  also  shares  the  credit  for 
Giorgio  perfume,  launched  at  $150  an 
ounce  and  enough  to  overpower  just 
about  anything.  Then  Fred  and  Gale 
divorced,  and  Fred  booted  Gale  out  of 
the  business,  of  which  she  owned 
49%.  She  sued  for  her  split,  so  the 
business  was  sold  to  Avon  last  year 
for  $165  million. 

Gale  went  back  into  business  in 
May  1986,  setting  up  Gale  Hayman 
Beverly  Hills,  and  last  November  be- 
gan selling  a  cosmetics  and  accesso- 
ries line  strictly  through  mail-order 
catalogs  and  by  telephone  (800-for- 
gale).  "Women  do  not  have  time  to 


shop,"  says  Hayman.  "That's  why  I 
decided  to  market  directly  to  them. 
Everyone's  time-poor." 

Can  slick  marketing  alone  sell  per- 
fume and  cosmetics?  Up  to  a  point, 
says  Hayman.  "It's  what's  in  the  bot- 
tle that  counts,"  she  says.  "The  cus- 
tomers can't  really  be  fooled." 

Hayman  projects  $10  million  in 
sales  her  first  year,  and  she  is  sniffing 
for  a  new  perfume  that  could  appear 
in  her  August  catalog.  She  also  prom- 
ises not  to  discontinue  cosmetics 
shades;  women  often  complain  that 
when  they  go  back  for  more,  there 
isn't  any.  "The  whole  purpose  behind 
this  line,"  she  says,  "is  making  it  easy 
for  women." 

A  native  New  Yorker,  Hayman,  38, 
is  a  quick  study.  She  started  as  a  gofer 
at  the  original  Giorgio  boutique  and 
ended  setting  the  fashion  tone  in  the 
famous  shop.  "I'm  big  on  self-educa- 
tion," she  says.  "I  observed  sophisti- 


Jules  Allen 


'<  dayman  BeveHy  Hills 

"It's  iBhat'a  in  the  t    ttte  that  counts." 


cated  women — Nancy  Reagan,  Den- 
ise  Hale  [as  in  Carter  Hawley  Hale] — 
and  how  they  made  clothes  work." 
She  pushed  into  perfume,  which  be- 
came much  bigger  than  the  clothes, 
"because  Rodeo  Drive  was  changing, 
and  all  of  a  sudden  we  had  a  lot  of 
competition.  I  didn't  want  to  see  us 
being  passed  over." 

Has  she  learned  anything  from  her 
legal  wrangle  with  Fred?  "Don't  give 
up  control  of  the  company,"  she  re- 
plies. Would  she  share  control  again? 
"No."— Betty  Goodwin 


Blade  in  America 

In  Japan,  as  in  Britain,  people  drive 
on  the  left  side  of  the  road  and  pass 
on  the  right.  The  car  of  choice,  obvi- 
ously, is  one  with  right-hand  drive. 
Why,  then,  is  U.S.  Honda  exporting 
Ohio-made  Hondas  with  left-hand 
drive  to  Japan? 

"It's  part  of  our  selling  strategy," 
explains  the  dapper  Shoichiro  Irima- 
jiri,  48,  president  of  Honda  of  America 
Manufacturing,  Inc.  "We  intend  to 
position  these  Accords  as  exotic 
American  imports.  Our  marketing 
surveys  showed  that  young,  urban 
Japanese  customers — particularly 
women — wanted  something  unique. 
The  American-style  steering  wheels 
emphasize  that." 

Irimajiri  has  a  lot  riding  not  only  on 
how  well  those  American-made  Hon- 
das do  in  the  home  market  but  also  on 
how  well  they  hold  up.  The  25-year 
Honda  veteran  is  considered  a  leading 
contender  for  the  job  of  chief  execu- 
tive officer  now  held  by  Tadashi 
Kume.  He's  not  going  to  look  very 
good  if  the  fenders  fall  off  his  U.S. 
Hondas  when  they  hit  their  first  To- 
kyo potholes. 

"Japanese  believe  that  American 
workmanship  is  not  as  good,"  he  ad- 
mits. "But  after  customers  receive  our 
cars  they  will  see  that  the  quality  is 
very  good."  About  his  chances  at  the 
top  job?  No  real  answer,  of  course: 
"My  biggest  aspiration  is  to  make  the 
North  American  operation  grow," 
says  Irimajiri.  The  first  540  U.S.  Hon- 
das have  just  landed  in  Japan,  and  he 
hopes  to  ship  5,000  over  the  next  12 
months. 

Irimajiri,  who  built  his  reputation 
at  Honda  in  its  motorcycle  division  as 
an  engine  designer  and  head  of  its 
successful  racing  program,  now  over- 
sees Honda's  billion-dollar  effort  to 
build  a  manufacturing  base  in  the  U.S. 

By  1991  Irimajiri  wants  to  export 
70,000  cars  a  year  to  Japan  (Honda 
expects  U.S.  sales  in  1988  to  run  to 
800,000  cars,  with  half  of  them  as- 
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Shoichiro  Irimajiri,  president  of  Honda  of  America  Manufacturitig,  Inc. 
A  lot  is  riding  on  those  left-hand-drive  cars. 


sembled  in  the  U.S.)  Interestingly, 
while  Honda  doesn't  hide  the  fact  of 
American  manufacture  on  those 
Ohio-built  cars,  there's  no  chrome  on 
the  cars  bragging  about  it,  either.  Not 
so  with  the  Accords  going  to  Japan. 
Medallions  on  the  sides  and  in  the 
center  of  the  steering  wheel  sport  gold 
American  eagles  and  read  "Honda  of 
America  Manufacturing,  Inc.  Import 
Edition."— Robert  T.  Grieves 


Stretching  the  image 

Danskin  is  to  leotards  and  tights 
what  Coke  is  to  soft  drinks  and 
Kleenex  is  to  paper  tissues — a  brand 
name  with  an  impressive  consumer 
recognition  rating.  In  the  case  of 
Danskin,  it's  98%.  But  strong  buyer 
identification  has  presented  some- 
thing of  a  challenge  to  Danskin's  new 
president,  Rose  Peabody  (Podie) 
Lynch,  whose  job  description  in- 
cludes boosting  Danskin's  share  of 
the  bodywear  market  from  its  current 
35%  to  more  than  50%.  (Danskin  had 
80%  eight  years  ago.)  To  do  that, 
Lynch  must  work  against  the  popular 
image  of  Danskin  as  a  maker  of  Lycra- 
blend  exercise  outfits. 

"We  want  to  reposition  Danskin 
products  as  young,  vital  and  at  the 
forefront  of  fashion,"  says  Lynch,  38, 
who  joined  the  privately  held  Esmark 
division  in  January  1987  and  was 
named  president  in  November.  "Our 
target  customers  are  18  to  44.  Many  of 
them  like  to  exercise,  but  they  all  like 
to  look  good."  Market  surveys,  says 
Lynch,  show  that  49%  of  the  women 
who  buy  Danskin  products  wear 
them  as  everyday  apparel  instead  of  as 
exercise  clothing. 

A  line  of  short,  body-clinging  Dans- 
kin dresses  and  a  $3  million  ad  cam- 


paign featuring  the  slogan  "All  the 
world's  a  stage"  helped  boost  sales  of 
Danskin's  adult  garments  by  over 
30%  last  year.  The  campaign  also 
helped  drive  sales  of  children's 
bodywear  40%  higher.  Why?  "It 
seems  that  every  little  girl  wants  to  be 
a  ballerina,"  says  Lynch.  Since  the 
company  was  acquired  from  Beatrice 
almost  two  years  ago,  sales  have  in- 
creased 45%,  says  Lynch. 

Lynch     is     also     responsible     for 
streamlining  Danskin's  manufactur- 


ing operations.  Some  600  workers  in 
Danskin's  York,  Pa.  plant  (down  from 
around  2,500  two  years  ago)  turn  out 
85%  of  the  clothes  items  the  division 
sells;  the  rest  are  cut  and  sewn  in 
Taiwan  and  shipped  to  the  U.S.  "Be- 
cause of  the  weak  dollar,  we  are  bring- 
ing the  concept  of  quality  circles  from 
Taiwan  to  our  York  plant  to  increase 
productivity,"  she  says. 

Such  challenges  are  nothing  new 
for  Lynch.  After  graduating  from 
Princeton  in  1971  in  the  first  class  to 
include  women,  she  worked  as  a  pub- 
licist and  licensing  coordinator  for 
Halston.  Her  subsequent  pursuit  of  a 
Harvard  M.B.A.,  which  she  earned  in 
1982,  was  sandwiched  between  stints 
at  Revlon,  where  she  was  assistant 
creative  director,  and  as  a  marketing 
director  at  both  Elizabeth  Arden  and 
Charles  of  the  Ritz. 

Lynch's  interest  in  Danskin  is  not 
just  commercial.  An  acclaimed  col- 
lege athlete  who  founded  the  New 
York  Metropolitan  Women's  Squash 
Racquets  Association,  she  led  Es- 
mark's  women's  team  to  victory  in 
the  Manufacturers  Hanover  Corpo- 
rate Challenge  last  July.  The  team 
wore  white  cotton  T  shirts.  "Cotton 
absorbs  moisture  like  a  sponge,"  she 
explains,  "but  Lycra  throws  it 
off."— Robert  T.  Grieves 


Podie  Lynch,  president  of  Danskin 

"Young,  vital  and  at  the  forefront  of  fashion. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


||m«||V||    Jt^mjpMPMIMgB ■■  New  Issue  /  March  21,  1988 

$200,000,000 


Ryder  System,  Inc. 


9.20%  Notes,  Series  M,  Due  March  15, 1998 


Price  100%  and  accrued  interest  from  March  15, 1988 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 

in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 

undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc  Morgan  Stanley  &  Co. 

Incorporated 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Merrill  Lynch  Capital  Markets  Shearson  Lehman  Hutton  Inc. 

Bear,  Stearns  &  Co.  Inc.      Daiwa  Securities  America  Inc.      Deutsche  Bank  Capital 

Corporation 

Dillon,  Read  &  Co.  Inc.      Donaldson,  Lufkin  &  Jenrette      Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  The  Nikko  Securities  Co. 

Incorporated  International,  Inc. 

Nomura  Securities  International,  Inc.  PaineWebber  Incorporated 

Prudential-Bache  Capital  Funding  L.F.  Rothschild  &  Co. 

Incorporated 

SBCI  Swiss  Bank  Corporation  Smith  Barney,  Harris  Upham  &  Co. 

Invcitmon'  banking  Incorporated 

UBS  Securities  Inc.  Wertheim  Schroder  &  Co. 

Incorporated 

Dean  Witter  Capital  Markets  Yamaichi  International  (America),  Inc. 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 
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'■  Wilshire  5000  equity  index1 

2000— — — —  The  total  price  of  all  stocks  for 
~  which  daily  quotations  are 

!  available,  weighted  by  market  value 


Dow  Jones 

industrial  average 

The  total  price  of  30 
blue-chip  industrial  stocks, 
adjusted  to  reflect  splits. 
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The  Dow's  brief  fling  over  the  2000  mark  ended  as  blue 
chips  and  primary  stocks  suffered  losses.  But  secondary 
issues  finished  the  four-week  stretch  with  impressive 
gains,  even  though  the  overall  market  fell  sharply  in  the 
final  two  trading  days.  The  yardsticks  below  indicate  that 
investors  shied  away  from  large  companies  in  favor  of 
more  speculative  investments.  In  the  last  four  weeks 
shares  of  companies  with  market  capitalization  of  over  $  1 
billion  rose  only  0.1%,  while  the  stocks  of  small  firms 


(market  capitalization  under  $17  million)  rose  9%.  While 
high-growth  issues  increased  7.4%,  low-growth  stocks 
rose  only  2.2%.  And  stocks  priced  under  4  appreciated 
9.8%,  while  shares  priced  over  40  were  up  only  1.9%. 

At  the  final  bell  the  Dow  was  off  2.2%  and  the  NYSE, 
0.8%  for  the  four-week  period.  In  sharp  contrast,  Amex 
shares  were  up  3.6%  and  Nasdaq  stocks,  2.5%.  Large-cap 
stocks  dragged  down  the  overall  market,  as  the  Wilshire 
index  fell  0.3%. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 

Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-0.3 

-1.7 

-2.2 

-0.8 

3.6 

2.5 

in  last  52  weeks 

-13.2 

-13.4 

-15.3 

-12.9 

-12.9 

-14.7 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

0.1 

9.0 

9.1 

2.1 

6.1 

3.0 

0.7 

7.8 

7.4 

2.2 

1.9 

9.8 

in  last  52  weeks 

-8.2 

11.3 

11.3 

1.4 

-8.8 

-9.4 

-6.4 

16.2 

12.4 

-2.1 

-4.8 

11.8 

'Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales. 
3  A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4A  quantitative  evaluation  of  a  stock's 
growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  3/25/88.  Prepared  by  Wilshire  Associates,  Sant<\  Monica,  Calif. 
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Where  the  Action  Is 


Reverse  technology.  The  sharpest  losses  of  the  last  two 
weeks  were  suffered  by  the  technology'  group,  which  fell 
4.9% .  Lotus  Development,  which  announced  a  delay  in  a 
new  release  of  its  flagship  software  product,  1-2-3,  fell 
almost  22%.  While  Vanan  Associates,  Tandem  Comput- 
ers, Digital  Equipment  and  Computer  Associates  Interna- 


tional also  posted  double-digit  declines,  Grumman 
bucked  the  trend  and  rose  17%  on  takeover  speculation. 
Raw  materials  and  capital  goods  also  dropped  more  than 
the  overall  market,  while  transportation  stocks  showed 
the  smallest  decline,  a  loss  of  0.5%.  Texas  Air  shot  up 
almost  18%,  as  several  major  carriers  raised  their  airfares. 
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What  the  Analysts  Think 


Analysts  are  nervous  about  1989.  The  Forbes  Sales  500  are  pect  about  a  10%  earnings  increase  from  the  current  fiscal 
priced  at  10  6  times  estimated  earnings  for  fiscal  1988  and  year  [1988]  to  the  next.  One  year  ago  they  were  predicting 
9.6  t  89  estimates.  Put  another  way,  analysts  ex-      an  18%  to  20%  jump  in  next  fiscal  year  profits. 
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'Self-confidence 

is  important. 

Confidence  in  others 
is  essential." 


3e  Paterno 

ead  Football  Coach 

enn  State  University 


William  A.  Schreyer 

Chairman, Chief  Executive  Officer 

Merrill  Lynch  &  Co.,  Inc. 


A  football  team  is  not  eleven  individuals.  It's  a 
synchronized  unit.  You  get  this  when  every  man 
on  the  squad  performs  his  best  because  others  are 
depending  on  him.  Excellence  isn't  just  a  goal.  When 
individuals  gain  confidence  in  one  another,  they 
become  a  team.  Then  excellence  becomes  a  reality. 

Merrill  Lynch  is  a  team-an  integrated  whole  composed 
of  specialized  parts.  Our  clients  are  served  by  what  many 
consider  to  be  the  finest  Financial  Consultants  in  the 
industry  Our  research  is  considered  by  many  to  be  the  best. 
And  we've  become  a  global  powerhouse  in  investment  and 
merchant  banking. 

Our  achievement  is  strength  through  unity.  Something  we've 
accomplished  by  sticking  to  our  core  values.  Mutual  respect 
and  cooperation  are  the  order  of  the  day.  And  no  matter  what 
changes  beset  our  industry,  we'll  continue  to  stand  firmly 
behind  Charlie  Merrill's  basic  philosophy:  Integrity 
is  our  greatest  asset 


\ 


Merrill  Lynch 
A  tradition  of  trust.5 


Bear,  Stearns  made  a  bundle  off  its  brief 
foray  into  high-yield  municipal  bonds.  The 
bond  buyers  haven  t  done  so  well. 

Take  the 

$  70  million 

and  run 


By  Matthew  Schifrin 


What  folly  is  committed  in 
the  name  of  yield. 
In  late  1985  Bear,  Stearns  & 
Co.  decided  to  get  into  the  high-yield 
municipal  bond  business  in  a  big  way. 
A  high-yield  muni  is  one  that  doesn't 
rate  at  least  a  Baa  from  Moody's  and 
pays  a  commensurately  higher  cou- 
pon— 2  to  3  points  above  the  coupon 
on  a  top-grade  tax-exempt. 

Get  into  the  business  Bear,  Stearns 
did,  quickly  establishing  itself  as  a 


leader  in  an  industry  then  dominated 
by  regional  firms  like  Miller  & 
Schrocder  in  Minneapolis  and  Bu- 
chanan &.  Co.  in  Jackson,  Miss.  Over 
the  next  two  years  Bear,  Stearns  was 
lead  underwriter  on  at  least  50  high- 
yield  muni  issues,  mostly  small  un- 
rated ones,  adding  up  to  over  $640 
million.  It  comanaged  another  $1.2 
billion  of  unrated  munis.  In  addition, 
the  tirm  packaged  $390  million  worth 
of  the  paper  into  13  unit  investment 
trusts  for  sale  through  its  own  brokers 
and  other  retail  firms  Among  the  is- 


sues brought  to  market  were  West- 
moreland County  (Pa.)  Industrial  De- 
velopment Authority  12s  of  2011  and 
Cherokee  County  (Ga.)  Development 
Authority  11.2s  of  2015.  The  former 
financed  a  combination  retirement 
home  and  motel.  The  latter  was  to  | 
renovate  a  textile  mill. 

Then,  as  abruptly  as  it  stormed  in, 
Bear,  Stearns  quietly  quit  junk  mums 
late  last  year.  In  its  wake  is  a  sea  of 
troubled  and  defaulted  credits  that 
will  cost  mutual  fund  and  unit  trust 
holders  dearly.  The  36-year-old  who 
developed  the  business  for  Bear, 
Stearns,  Jeffrey  Alexopulos,  was  sent 
packing  and  now  works  for  a  tiny  mu- 
nicipal dealer  in  Montgomery,  Ala.  So 
far  one  institutional  buyer  of  the 
bonds  has  sued  Bear,  Stearns,  and  oth- 
ers are  threatening  to.  Only  one  of  the 
13  unit  investment  trusts  is  fetching  a 
bid  in  the  secondary  market  above 
buyers'  original  cost.  Some  bids  are  as 
low  as  84  cents  on  the  dollar.  A  new 
generation  of  investors  is  discovering 
that  there  is  a  world  of  difference  be- 
tween yield  and  results  (seep.  109). 

Apart  from  the  principal  losses  they 
are  suffering,  the  investors  in  many 
cases  aren't  getting  the  high  yields 
they  bargained  for.  The  trusts  were 
originally  sold  with  advertised  yields 
of  9%  to  10.5%  over  an  expected  ma- 
turity of  25  to  30  years.  But  those 
issuers  in  good  shape  and  with  good 
credit  are  refinancing  at  lower  rates. 
The  St.  Charles  County  (Mo.)  Indus- 
trial Development  Authority,  for  ex- 
ample, this  January  refinanced  its 
9.9%  bonds  issued  in  1986.  The  sick 
borrowers  aren't  paying.  Either  way, 
the  interest  payments  shrink. 

For  Bear,  Stearns,  however,  the 
whole  thing  was  an  opportunity 
shrewdly  seized.  The  1986  tax  act 
cracked  down  on  the  issuing  of  tax- 
exempt  bonds  for  nongovernmental 
purposes.  Getting  in  under  the  legal 
wire,  Bear,  Stearns  agreed  to  under- 
write many  such  issues — and  bought 
entire  offerings  from  smaller  under- 
writers— stockpiling  some  bonds  in 
order  to  avoid  flooding  the  market. 
The  small  regional  firms  didn't  have 
the  capital  for  such  a  strategy.  Thus 
Bear,  Stearns  was  able  to  sell  trusts 
through  late  1987. 

Why  did  a  reputable  investment 
house  venture  so  boldly  into  ques- 
tionable merchandise-  Silly  question. 
Fees  and  markups  to  Bear,  Stearns 
trom  this  $2  billion  worth  of  money- 
raising  were  at  least  $70  million. 

Take  a  look  at  the  Series  6  unit 
trust,  a  pool  of  25  bonds  valued  at  S23 
million.  Bear,  Stearns  got  5%,  or  $1.2 
million,  as  trust  sponsor  and  gained 
another  $323,000  when  it  marked  up 
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the  bonds  on  selling  them 
to  the  trust.  Moreover, 
Bear,  Stearns  was  under- 
writer for  19%  of  the 
bonds  in  the  portfolio, 
earning  5%  to  8%  there. 

So  far  11.6%  of  the  Se- 
ries 6  bonds  have  default- 
ed. The  units  trade  at 
$830  bid,  $874  offer, 
against  the  $968  cost  basis 
for  initial  purchasers.  An- 
nual interest  payments 
have  dropped  to  $79  from 
$96.  Investors  who  figured 
on  a  yield  of  9.4%  now  get 
8.1%  on  their  investment. 

Series  2  and  3  unit  hold- 
ers, already  looking  at  de- 
faults on  around  15%  of 
their  portfolios,  could  end 
up  in  worse  shape.  A  good 
number  of  the  bonds  in 
several  trusts  are  paying 
interest  out  of  contingen- 
cy funds  provided  from 
underwriting  proceeds 
and  may  be  unable  to  con- 
tinue paying  when  these  reserves  are 
exhausted.  Bonds  that  Bear,  Stearns 
underwrote  to  finance  several  hotels 
for   Topeka-based    Landmark    Hotel 


Unlucky 

13 

A  lot  of  Bear,  Stearns'  high-yield  muni  bond  trusts 
are  trading  for  less  than  their  offering  prices — and 
things  will  get  worse  if  bonds  on  the  brink  of  default 
are  marked  down  to  more  realistic  prices. 

Municipal 

Securities 

Trust 

Amount 
Date                 issued 
offered                ($mil) 

%in 
default1 

Price2/ 

adjusted 

cost3 

1 

Nov  1985                $14 

0% 

92% 

2 

Jan  1986                  16 

13.4 

88 

3 

Feb  1986                   20 

18.9 

81 

4 

May  1986                  24 

17.1 

91 

5 

July  1986                   19 

6.0 

89 

6 

Aug  1986                  24 

11.6 

88 

7 

Sept  1986                  26 

8.3 

91 

8 

Oct  1986                  30 

3.1 

96 

9 

Dec  1986                  57 

0.1 

89 

10 

Jan  1987                   64 

0 

92 

11 

March  1987                61 

0.2 

91 

12 

July  1987                 25 

0 

98 

13 

Oct  1987                   11 

0 
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'Fraction  of  total  par  value  that  has  defaulted, 
offering  price  less  principal  returned. 

2Average  of  bid  and  offer,     initial 

Corp.,  for  example,  are  in  serious 
trouble.  Five  Alabama  detox  center 
bonds  Bear,  Stearns  dumped  in  the 
trusts  are  all  losing  money.  Unit  trust 


investors  are  still  in  the 
dark  about  most  of  the 
impending  problems. 

Bear,  Stearns  spread 
many  of  the  shaky  bonds 
among  different  trusts. 
When  bonds  floated  to  fi- 
nance the  Union  Station 
project  in  Nashville  de- 
faulted in  March,  Series  4, 
5,  7,  8  and  10  took  the  hit. 
"A  lot  of  stuff  they 
couldn't  sell  to  us  ended 
up  in  their  trusts,"  says 
Robert  Zubak,  portfolio 
manager  for  Van  Kampen 
Merritt's  high-yield  fund. 
Bear,  Stearns  will  not 
comment  on  the  debacle 
or  on  a  suit  reportedly  pre- 
pared by  Eaton  Vance, 
whose  high-yield  fund 
contains  at  least  six  trou- 
bled Bear,  Stearns  issues. 
(Vance  won't  comment.) 
"You  know  how  I  found 
out  Bear,  Stearns  left  the 
business?"  asks  Nancy 
Biscanin  of  fund  sponsor  Waddell  & 
Reed,  whose  high-yield  fund  bought 
several  issues.  "They  stopped  calling 
me."  ■ 


The  Funds 


Why  do  some  closed-end  funds  trade  at 
premiums  while  others,  like  Quest  for  Val- 
ue Dual  Purpose,  trade  at  fat  discounts? 


In  quest 
of  bargains 


By  William  Baldwin 


T|he  allure  of  a  closed-end  trad- 
ing at  a  discount  to  the  value  of 
its  portfolio  is  tempered  by  the 
knowledge  that  the  shares  may  stay  at 
a  discount.  Suppose  you  buy  a  closed- 
end  with  $10  a  share  in  net  assets  for 
only  $8.  Over  the  next  decade  the 
stock  market  doubles  and  the  fund 
keeps  pace,  growing  to  $20  in  net  as- 
set value.  If  the  20%  discount  doesn't 


budge,  your  $8  stock  becomes  a  $16 
stock.  You've  merely  doubled  your 
money.  Your  discounted  portfolio  got 
you  nothing  except  a  modestly  higher 
dividend  than  would  be  paid  by  a  sim- 
ilar open-end. 

Suppose,  on  the  other  hand,  you 
have  reason  to  believe  that  the  dis- 
count will  vanish.  Then  the  closed- 
end  fund  becomes  a  very  interesting 
proposition.  Quest  for  Value  Dual 
Purpose,  which  trades  at  throwaway 


prices  on  the  New  York  Stock  Ex- 
change, is  in  that  category. 

Quest  for  Value  Dual's  indenture 
dictates  that  the  fund  be  liquidated  in 
1997.  At  that  time  holders  of  the  in- 
come shares,  who  have  been  collect- 
ing all  the  interest  and  dividend  in- 
come from  the  portfolio,  pocket  the 
first  $11.60  a  share  in  net  assets. 
Holders  of  the  capital  shares,  who 
have  been  getting  no  dividends,  own 
whatever  is  left.  Capital  shareholders 
will  vote  then  on  whether  to  keep  the 
fund  running  as  an  open-end  or  to 
liquidate,  but  either  way,  the  dis- 
count disappears. 

The  discount  on  this  fund,  as  on 
other  closed-end  growth  funds,  has 
been  pretty  alluring  since  the  market 
break  in  October.  Anyone  buying  one 
income  share  at  its  recent  9%  plus  one 
capital  share  at  75A  would  be  spending 
$17.50  to  control  $21.91  in  net  assets, 
a  20%  discount. 

A  note  on  dual  fund  discounts: 
Newspapers  report  separate  net  asset 
and  discount/premium  figures  for  the 
income  and  capital  shares  of  dual 
funds.  These  figures,  however,  are 
meaningless,  since  they  assume  the 
fund  is  being  liquidated  immediately. 
But  they  can  be  used  to  derive  useful 
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numbers.  Simply  add  the  net  assets 
for  the  two  shares  to  arrive  at  a  con- 
solidated net  asset  value.  Compare 
that  with  a  consolidated  price. 

Other  closed-end  equity  funds — 
Schafer  Value  Trust  and  Baker,  Fen- 
tress, to  name  two — look  cheap,  too. 
But  they  don't  have  a  guaranteed  liq- 
uidation date.  You  could  buy  cheap 
only  to  see  the  stocks  get  even  cheap- 
er in  relation  to  their  asset  values. 

Some  modest  tax  advantages  attach 
to  the  Quest  for  Value  shares.  As  of 
late  March  the  $394  million  fund  had 
accumulated  $37  million  in  unreal- 
ized losses  and  capital  loss  carryfor- 
wards.  That   postpones   the   day   of 
reckoning  when  future  capital  gains 
tax   burden  for  the  capital 
rs  can  extract  a 
(vantage  by  putting  the 
i  .    theii  Keogh  or  IRA, 

d  vidend  (minimum, 
it  the  fund 
K  ltered. 


Howird 

The  income  shares  are  also  attrac- 
tive to  corporate  holders,  since  rough- 
ly half  the  dividend  qualifies  for  the 
80%  dividends-received  deduction 
that  corporations  enjoy.  Assuming 
the  dividend  never  grows  and  the 
portfolio  in  1997  is  worth  at  least  half 
what  it  is  now,  the  income  shares  will 
yield  10.3%  to  maturity. 

Performance  at  the  fund,  which 
started  Feb.  13,  1987,  has  not  been 
bad,  since  manager  Oppenheimer 
Capital  is  a  fan  of  portfolio  insurance 
and  the  fund  went  into  the  crash  with 
some  bearish  futures  and  option  posi- 
tions. (It  has  since  liquidated  the 
hedges  and  is  now  almost  fully  invest- 
ed.) In  the  12  months  to  Feb.  29  the 
fund  delivered  a  2%  total  return,  fig- 
ured on  consolidated  net  asset  value, 
against  a  2.6%  loss  for  the  S&P  500. 
The  expense  ratio  is  a  moderate 
0.86%.  One  negative  is  a  feverish 
turnover  that  costs  another  0.75%  a 
year  in  brokerage  commissions. 


A  year  ago,  when  the  bull  market 
was  on,  people  lined  up  for  the  privi- 
lege of  paying  up  to  a  7.8%  premium 
to  get  into  this  fund.  Now  they  unload 
it  at  a  20%  discount,  while  crowding 
into  closed-end  bond  funds  at  a  7.5% 
premium.  If  ever  there  was  a  case  to 
be  made  for  going  against  the  crowd, 
it's  in  the  closed-end  market. 

Can  you  trademark  puri- 
ty? Can  you  patent  the 
idea  of  fair  dealing? 


9944/ioo%  pure 


Who's  the  purest  no-load  of  all? 
If  the  trademark  lawyers  had 
their  way,  we  wouldn't  even  be  al- 
lowed to  talk  about  pure  no-loads. 
We'd  talk  about  Pure  No-Load  funds, 
and  the  answer  would  be  that  only 
Scudder,  Stevens  &.  Clark  fits  the  bill, 
since  it  owns  the  service  mark. 

Scudder  filed  for  the  service  mark 
listing  in  December,  figuring  that  the 
mere  designation  "no-load"  has  been 
diluted  beyond  meaning.  All  manner 
of  broker-sold  funds,  with  heavy  dis- 
tribution expenses  buried  in  overhead 
costs,  show  up  in  the  newspaper  with 
"N.L."  after  the  name. 

"That's  why  we  coined  the  phrase 
'pure  no-load,'  "  says  a  spokesman  for 
the  $15  billion  Scudder  fund  family. 
"What  it  means  is  that  there's  no  load 
in  connection  with  any  distribution 
expenses — no  front-end  load,  no  back- 
end,  no  contingent  deferred  back-end, 
no  12b-l." 

But  can  Scudder  stake  out  a  monop- 
oly on  purity?  John  Bogle,  who  runs 
the  no-load,  low-overhead  Vanguard 
Group,  chuckles  at  the  idea.  "We 
think  it's  kind  of  a  joke  that  some- 
body would  try  to  patent  being  truly 
no-load." 

It  may  be  too  early  to  call  the  trade- 
mark a  joke.  Merrill  Lynch,  after  all, 
patented  its  cash  management  ac- 
count (pardon,  its  Cash  Management 
Account).  But  a  lingering  question  is 
whether  Scudder's  occasional  closed- 
end  offering,  distributed  by  brokers, 
disqualifies  it  for  its  own  trademark. 
What  about  the  Scudder  New  Asia 
Fund,  for  instance,  which  came  out 
last  June  with  a  7%  load?  Says  the 
spokesman:  "This  isn't  in  the  Scudder 
Family  of  Funds.  This  is  a  stock  on 
the  New  York  Stock  Exchange."  ■ 
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Ready  With  All 
The  Right  Ingredients 


Look  for  Nestles 
specially-packaged 
message  to  corporate 
America  in  the  upcoming 
Forbes  "500s"  issue. 

Nestle  Enterprises  is  a  union  of  nine 
food-related  companies,  with  over  800 
products  and  services,  employing  more 
than  30,000  people  and  generating  over 
$3.5  billion  in  annual  sales.  And  its  innova- 
tive chairman  and  CEO,  James  M.  Biggar, 
has  positioned  his  company  for  even 
greater  growth  and  expansion  through 
aggressive  marketing  and  acquisitions. 

In  short,  Nestle  is  ready  with  all  the 
right  ingredients  for  corporate  success. 
Whether  it's  confectioneries,  frozen  foods, 
coffee,  tea  or  its  stunning  Stouffer  Hotels 
and  Resorts  catering  to  upscale  travelers 
-Nestle  has  a  strong  reputation  for  making 
only  the  very  best. 

Nestle  has  chosen  Forbes  as  the  very 
best  package  to  wrap-up  this  message 
because  Forbes  reaches  more  of  the 
country's  most  consequential  top  execu- 
tives and  affluent  consumers  more  effi- 
ciently than  any  other  business  magazine. 

Learn  more  about  what  goes  into 
making  Nestle  Enterprises,  Inc.  so 
successful  in  a  special  24-page  insert 
appearing  exclusively  in  the  upcom- 
ing April  25,  Forbes  "500s"  Directory 
issue. 

Nestle  and  Forbes-ready  with  all  the 
right  ingredients  for  corporate  success. 


Forbes 

Capitalist  Tool 

Forbes  Magazine-60  Fifth  Ave  .  N  Y ,  N  Y  10011 


Who  relies  onAMBAi 


Public  finance  professionals  seeking  security  and  streng 
for  issuers  choose  AMBAC's  financial  guaranty.  We  found 
ed  the  municipal  bond  insurance  industry  and  continue  i 
a  leader,  backed  by  a  strong  investor  group  led  by  Citibank 


a  J  -g  Every  AMBAC 

Ana  why.  —-£ 

highest  possible  ratings—  "Aaa"  from  Moody's  and  'AAA 
from  Standard  &  Poor's.  These  ratings,  coupled  with  our 
in-depth  research  analysis,  financial  strength  and  prove! 
experience,  enable  AMBAC  to  offer  public  finance  pro- 
fessionals a  unique  dependability  they  know  they  can  rely  oil 
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First  in  Municipal  Bond  Insurant 

AMBAC  Indemnity  Corporatioi 
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Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


The  SEC  has  cleaned  up  mutual  fund 
yield  advertising.  Quick:  What's  the  differ- 
ence between  yield  and  total  return? 

THE  BOND  YIELD 
THAT  WASN'T  THERE 


get  higher  yields,  then  you  must 
accept  some  market  risk.  The  fund 
folks  neglected  to  tell  her  that. 
Guilt  by  omission. 

Then  there  was  guilt  by  commis- 
sion. The  funds  tend  to  doctor  the 
numbers.  They  do  so  by  taking  prin- 
cipal and  calling  it  yield.  That's  how 
my  friend  got  the  idea  that  bonds 
should  yield  10%  to  12%,  when  in 
fact  8%  to  10%  is  more  like  it. 

Help  is  at  hand,  from  the  Securi- 
ties &  Exchange  Commission's  in- 
vestment management  division,  led 
by  Kathryn  McGrath.  Since  No- 
vember 1985  she  has  been  fighting 
to  bring  some  truth-in-packaging  to 
bond  fund  advertising.  The  fruits  of 
her  work  take  the  form  of  rules  ef- 
fective May  1  for  computing  and 
presenting  fund  performance. 

The  first  thing  the  rules  do  is  put 
an  end  to  the  worst  forms  of  yield 
doctoring.  One  old  game  is  to  buy 
high-coupon  bonds  at  a  premium 
and  ignore  the  gradual  writeoff  of 
that  premium  in  calculating  in- 
come from  the  bond.  Now  the  pre- 
mium must  be  amortized. 

Another  trick  was  to  make  distri- 
butions from  trading  gains,  from  op- 
tions proceeds  or  from  futures  trad- 
ing profits — letting  the  investors 
imagine  it  was  investment  income. 
No  longer,  says  the  SEC,  can  such 
distributions  be  reported  as  yield. 

The  new  rules  insist  that  fund  ads 
citing  yield  also  cite  total  return. 
Any  fund  advertising  its  yield  must 
also  show,  in  the  same  size  type,  the 
total  return  for  the  past  one,  five 
and  ten  years.  Total  return  is  a  com- 
bination of  reinvested  interest  pay- 
ments and  change  in  the  market 
price  or  net  asset  value.  The  calcula- 
tion will  assume  reinvestment  of  all 
distributions  and  assessment  of  the 


Listen  to  the  whine  of  a  well-paid 
and  intelligent  professional:  "I  can't 
believe  that  my  fixed-income  profit- 
sharing  fund  was  up  only  3.2%  in 
1987."  In  her  judgment,  bonds 
should  earn  10%  to  12%  because 
that  is  what  so  many  bond  mutual 
funds  broadcast  in  their  advertise- 
ments. How  come  hers  earned  only 
3.2%?  She  was  outraged.  The  man- 
agers of  her  thrift  plan  must  have 
screwed  up. 

In  fact,  they  didn't.  This  unhappy 
fundholder  simply  didn't  under- 
stand the  difference  between  inter- 
est rates  and  total  return.  For  last 
year  a  total  return  of  3.2%  is  not  so 
bad.  That  is  roughly  what  you  get, 
for  instance,  if  your  coupon  is  8% 
but  the  bond  falls  4.8%  in  value 
because  of  rising  interest  rates. 
Rates  rose  last  year,  and  plenty  of 
funds,  especially  those  that  bought 
long-term  Treasurys,  did  worse 
than  3.2% — in  total  return — even 
while  the  bonds  in  their  portfolio 
paid  8%  and  better. 

There  are  two  ways  the  fund  in- 
dustry confuses.  One  is  to  imply 
that  bond  funds  are  like  short-term 
bank  deposits  and  can  be  compared 
on  the  basis  of  yield  alone.  They 
can't  be.  If  you  go  out  long  term  to 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


maximum  sales  load.  Had  such 
rules  been  in  effect  earlier,  my 
friend  would  not  have  been  so  sur- 
prised at  that  3.2%  total  return. 

To  see  the  difference  between 
yield  and  total  return,  consider  the 
T.  Rowe  Price  ad  claiming  its  High 
Yield  Fund  yielded  12.66%  as  of 
Feb.  12.  Rowe  Price  got  that  number 
by  annualizing  investment  income 
for  the  most  recent  30  days  and 
comparing  it  to  a  share  price  of 
$9.98.  But  the  price  had  been  $11.18 
a  year  earlier.  Even  after  allowing 
for  a  small  capital  gain  distribution , 
that's  a  severe  year-to-year  decline 
in  asset  value.  The  total  return  on 
the  high-yield  fund  was  3.5%  in  the 
12  months  through  February.  That's 
quite  different  from  the  claimed 
12% -plus. 

Massachusetts  Financial's  MFS 
Government  Securities  High  Yield 
Trust,  a  load  fund  that  writes  a  lot 
of  covered  call  options,  was  show- 
ing an  annualized  yield  on  Feb.  29  of 
12.8%.  But  the  fund's  total  return 
for  the  12  months  through  February 
was  -1%. 

John  Bogle,  chairman  of  the  $29 
billion  Vanguard  Group,  approves  of 
the  new  rules.  Says  he:  "The  new 
SEC  rules  are  a  big  step  forward, 
requiring  all  funds  to  calculate  data 
on  results  uniformly."  Neverthe- 
less, even  Vanguard  is  having  one 
last  fling  under  the  old  rules.  It  re- 
cently advertised  an  11.63%  current 
income  on  its  High  Yield  Bond  Port- 
folio computed  off  the  Mar.  1  price. 
But  total  return  for  this  fund  was 
only  3.9%  for  the  12  months 
through  that  date. 

Since  the  domestic  bond  market 
has  been  mostly  bearish  in  the  past 
year,  almost  all  total  return  num- 
bers will  look  pretty  bad.  Not  the 
sort  of  thing  one  wants  to  trumpet 
in  advertising.  So  look  forward  to 
sales  pitches  based  on  check-writ- 
ing privileges  and  years  of  depend- 
able service,  with  a  silence  about 
yields  and  returns. 

Nondollar  bonds  are  another  sto- 
ry. Massachusetts  Financial's  Inter- 
national Bond  Fund,  for  example, 
has  a  total  return  of  16%  over  the  12 
months  through  Feb.  29.  Proving,  of 
course,  that  total  return  can  be  a  lot 
higher  than  investment  return — if 
the  bond  market  moves  in  the  right 
direction. 

It's  all  part  of  the  new  world, 
where  no  investment  is  truly  stable 
and  where  bonds  are,  if  not  quite  as 
speculative  as  stocks,  not  a  sure 
thing,  either.  ■ 
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Instead  of  a  flight  to  safety,  investors  have 
raced  for  the  racy.  But  this  game  of  catch- 
up appears  pretty  well  caught  up. 

FOUR  TO  SELL, 
THREE  TO  BUY 


By  Ann  C.  Brown 


Less  than  four  months  ago,  I  wrote  a 
column  entitled  "8  At  $8  For  '88" 
(Forbes,  Dec.  28,  1987).  Since  then 
this  octet  of  single-digit  stocks  with 
double-digit  price  appreciation  po- 
tential is  up  over  80%,  with  some 
now  selling  at  hair-graying  highs. 

As  a  great  believer  in  the  "Pigs 
Get  Butchered  Theory,"  I  suggest 
taking  profits  in/  A  Gear  {up  250%), 
DanaberCorp  [up  65%  |  and  /  niforce 
Temporary  Personnel  (up  50%).  Coh 
Industries,  up  120% -plus,  is  the  ob- 
ject of  a  proposed  buyout  at  SI 7  per 
share.  The  stock  currently  is  trading 
at  about  10%  above  the  proposed 
buyout  price.  I  would  sell  and  let 
someone  else  take  the  chance  that 
the  deal  will  be  sweetened. 

Ever  since  the  first  of  the  year  the 

smaller-capitalization  stocks  have 

outperformed  the  big  caps,  to  the 

enrichment  of  many  investors  and 

the  embarrassment  of  more  than  a 

few  market  strategists.  The  latter 

were  loudh  predicting  that,  in  the 

wake  of  the  crash,  there  would  be  a 

flight  to  safety.  Instead,  there  was  a 

e  to  the  racy  secondaries  and  ter- 

:s    which  had  been  totaled  in 

final  weeks  oi  I  lit  this 

h-up  appears  pretty  well 
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caught  up.  Should  there  be  any  un- 
pleasant first-quarter  earnings  sur- 
prises, or  a  sudden  sinking  spell  of 
the  market  in  general,  these  stocks 
could  see  some  serious  selling. 

Meanwhile,  the  economy  defi- 
nitely is  looking  like  no  recession  in 
1988.  Housing  starts  have  turned 
up,  building  permits  are  on  the  rise, 
automobile  sales  remain  remark- 
ably healthy  and  overall  industrial 
production  is  strong,  with  plant  uti- 
lization running  at  the  highest  level 
in  years.  Retail  sales  have  not  col- 
lapsed, unemployment  is  astonish- 
ingly low,  and  both  business  and 
consumer  confidence  are  up.  The 
trade  balance  is  improving,  and  the 
inflation  rate  is  nowhere  near  the 
point  where  it  should  cause  the  Fed 
to  tighten  the  money  supply,  even  if 
the  board  were  so  inclined,  which  it 
rarely  is  in  election  years. 

The  ugly  news  this  year  will  con- 
tinue to  be  the  budget  deficit.  My 
guess  is  that  federal  expenditures 
will  exceed  expectations  and  federal 
revenues  will  be  less  than  earlier 
projected.  This  shortfall  in  income 
will  come  about  as  a  result  of  the 
first  year  of  the  full  impact  of  the 
Tax  Reform  Act  of  1986,  combined 
with  diminished  tax  receipts  as  an 
aftershock  of  the  crash.  A  renewal 
of  concern  surrounding  the  deficit 
could  cause  the  dollar  to  resume  its 
downtrend  later  on  in  the  year, 
which  could  put  pressure  on  the  Fed 
to  boost  interest  rates.  This  could 
dampen  both  individual  and  corpo- 
i.ite  spending/investment  plans, 
which,  in  turn,  could  lead  to  a  reces- 
sion (or  very  close  to  one)  some- 
where around  mid-to-late  1989. 

Between  now  and  then,  there  is 
still  money  to  be  made  in  the  stock 
market.  Mergers,  acquisitions  and 


buyouts  continue  at  a  merry  pace, 
thanks  to  ample  liquidity  in  the  sys- 
tem and  a  wide  assortment  of  busi- 
nesses that  other  companies  find 
cheaper  to  buy  than  to  start  from 
scratch.  Many  domestic  corpora- 
tions are  cash-rich  from  the  restruc- 
turing undertaken  over  the  past  sev- 
eral years,  and  foreign  interest  in 
owning  a  bit  of  American  business 
is  at  a  post-Revolutionary  War  high. 
The  dollar's  decline  has  enabled 
overseas  companies  to  get  more  for 
their  money  invested  here,  and  the 
fear  of  protectionist  legislation  in  a 
new  Administration  should  contin- 
ue to  cause  a  flurry  of  international 
activity  between  now  and  year-end. 

With  takeover  rumors  flying,  it  is 
difficult  to  determine  which  have 
merit  and  which  do  not.  Before  buy- 
ing what  someone  who  knows 
someone  whose  brother-in-law  says 
is  to  be  the  latest  acquiree,  make 
sure  that  the  fundamentals  of  the 
company  in  question  are  sound  in 
the  event  no  one  asks  it  to  dance. 

Three  companies  that  could  or 
could  not  be  takeover  candidates 
are  Asl)to>i-Tate  (29,  o-t-c),  Tandy  (40) 
and  Safety-Kleen  (29).  Ashton-Tate 
recently  announced  a  new  database 
program,  dBase  IV,  which  could  lead 
to  substantial  upgrade  revenue  as 
well  as  attract  new  users.  The  com- 
pany is  estimated  to  earn  $2.25  per 
share  for  the  fiscal  year  ending  Janu- 
ary 1989,  up  from  $1.70  last  year. 
Considering  the  new  products  un- 
der development,  TATE  could  show 
20% -plus  annual  earnings  growth 
for  the  next  several  years. 

Tandy  is  enjoying  a  much  lower 
tax  rate,  reasonably  good  business 
at  its  Radio  Shack  stores  and  has 
plenty  of  cash,  which  the  company 
probably  will  use  to  buy  back  shares 
before  someone  else  decides  to  try 
to  buy  its  cash  and  strong  distribu- 
tion network.  TAN  is  expected  to 
show  earnings  for  fiscal  1988  of 
$3.50  per  share,  vs.  $2.70  for  1987. 
Next  year  preliminary  estimates  are 
for  $4  per  share.  If  the  stock  returns 
to  its  average  15  multiple,  the 
shares  could  sell  at  around  $60  over 
the  next  12  to  18  months. 

Safety-Kleen  could  have  a  20%  to 
25%  annual  earnings  growth  rate 
for  the  foreseeable  future.  The  com- 
pany's waste-handling  business  is 
expanding  as  more  and  more  com- 
panies are  forced  by  legislation  into 
using  the  services  SK  and  others 
provide.  Next  year's  estimated  earn- 
ings per  share:  $1.70.  Next  year's 
stock  price:  $40  per  share.  Maybe.  ■ 
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The  year's  most  exuberant  best- 
seller is  sweeping  across  America! 


We  can't  remember  readers  or  reviewers  ever  having  a  better  time  with  a  book. 
Malcolm  Forbes  succeeds  in  doing  something  that  is  altogether  rare  in  this  world.  He 
has  fun— and  in  Around  the  World  on  Hot  Air  and  Two  Wheels  we  share  it  to  the  hilt. 
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'A  book  overflowing  with 
exuberance  and  great 

gOOd  humor.  Malcolm  Forbes, 
owner  and  editor  of  Forbes  magazine,  is 
surely  one  of  the  richest  of  men  and 
very  likely  the  busiest.  What  he  does 
with  his  money  is  endlessly  fascinating 
and.  in  a  way.  almost  endearing. .  Now 
he  has  put  together  a  handsome  book 
celebrating  his  exploits.  Around  the 
World  on  Hot  Air  and  Two  Wheels  is 
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priced  at  $24.95  and  it's  worth  every 
penny"  —Jeremiah  Tax.  Sports  Illustrated 

So  overwhelmingly  a 
celebration  of  the  joys  of 

adventure,  as  well  as  an  affirma- 
tion of  the  good  side'  of  life,  that  the 
reader  is  soon  buoyed  by  its  exuberant 
message:  'Don't  stay  put  when  you  can 
put  foot  into  any  part  of  this  still  whole, 
wide  and  mostly  wonderful  world.'  " 
—Shirley  Horner,  The  New  York  Times 


'A  cross  between  Marco 
Polo  and  Jules  Verne. 

Who  else  in  the  second  half  of  the  20th 
century  would  fly  across  continents  and 
oceans  in  a  brightly-colored  balloon  or 
go  jolting  his  way  on  a  motorcycle 
through  countries  like  China,  Pakistan, 
and  across  North  Africa?  In  this  gor- 
geously illustrated  book  Forbes  tells  why 
and  how  he  did  it  and  why  he  will  pre- 
sumably go  on  doing  it  as  long  as  he  can. 

"A  book  for  the  eye  to 
admire  and  the  mind  to 
marvel  overr-J°hnBarkham 
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MONEY  &  INVESTMENTS 


A  lot  of  people  say  low-P/E  investing  is 
through.  I  have  heard  that  song  before. 


IS  VALUE  DEAD? 


By  David  Dreman 


Fellow  columnist  Mark  Hulbert,  de- 
fending the  efficient  market  hy- 
pothesis, acknowledges  that  some 
strategies  (such  as  low-P/E  invest- 
ing) have  "beaten  the  market  con- 
sistently and  by  significant  margins 
over  time,"  but  continues:  "Recent- 
ly,  these  strategics  have   lagged." 

True,  a  low-P/E  strategy  hasn't 
been  particularly  successful  ovei 
the  past  year  or  so.  Does  this  mean 
that  it's  time  to  throw  in  the  towel 
and  move  to  new  and  better  ways, 
as  some  experts  suggest  \  My  answ  ei 
is  a  resounding  no.  One  shouldn't 
judge  a  strategy  by  a  single  jreai  s 
results.  lumping  from  one  method 
to  another  because  you  do  not  get 
instant  investment  gratification  is  a 
guaranteed  way  of  wiping  out  a  good 
part  of  your  capital.  Because  they  do 
not  keep  a  steady  course,  because 
they  seek  instant  gratification,  the 
gieat  majority  OJ  managers  and  m.n 
ket  letter  writers  haven't  kept  up 
with  the  averages  over  the  years. 

Graham  and  Dodd,  pillars  ol  val 
ue  analysis,  saw  the  problem  clearly 
'ecurity  Analysis   first  published 
;;    this  classic  text  designed 
aidelines  to  keep  inves 
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tors  from  jumping  at  every  market 
fad  and  fashion. 

As  they  noted  55  years  back,  any 
investment  concept  can  have  a  run, 
providing  spectacular  returns  for 
reasons  that  defy  logic,  for  months 
or  even  years.  Thus,  tulip  bulbs  pro- 
vided enormous  profits  for  five 
years  in  the  1630s,  far  outstripping 
anything  people  would  earn  in 
time-tested  investments  in  land, 
commerce  or  shipping — until  the 
bubble  collapsed  in  1637  and  bulb 
prices  dropped  99%.  The  same  was 
true  of  canal  stocks  in  the  1830s, 
the  two-tier  market  of  the  early 
1970s  or  selling  S&P  100  puts,  up  to 
October  1987. 

Such  fads  have  cost  millions  of 
people  most  of  their  savings.  By  the 
time  most  people  latch  on  to  it,  the 
gimmick  has  passed  its  peak  and  is 
about  to  go  into  a  tailspin,  carrying 
the  new  converts  down  with  it. 

Remember  this:  A  hot  streak  of 
12  or  IS  months,  or  even  four  or  five 
years,  has  a  very  high  probability  of 
being  pure  chance — and  of  turning 
on  those  who  try  to  follow  it.  And 
before  worshiping  at  the  shrine  of 
those  s.i^cs  who  called  Oct.  19,  re- 
member: There  were  thousands  of 
calls  ot  an  imminent  break  as  the 
market  rose  tor  the  six  years  prior  to 
the  crash.  An  investment  record 
must  hold  up  for  a  decade  or  more  to 
give  it  any  credibility.  To  move 
with  the  current  media  superstars 
has  always  cost  dearly,  whether  the 
hero  ot  the  moment  was  |oe  Gran- 
ville, Bob  Prechter  or  Al  Frank. 

Are  low-P/E  stocks  through  be- 
cause they  have  trailed  the  averages 
tor  a  while,  as  some  efficient-mar- 
ket advocates  state'  You  be  the 
ludge.  A  study  of  all  stocks  on  the 
New    York    Stock    Exchange,    pre- 


pared in  collaboration  with  Profes- 
sor Michael  Berry  and  Mitchell 
Stern  of  the  University  of  Virginia, 
tells  the  whole  story. 

Ten  thousand  dollars  invested  in 
low-P/E  stocks  (the  bottom  20%  of 
the  NYSE)  at  the  beginning  of  1962 
would  have  been  worth  $754,167  at 
the  end  of  1987.  Ten  thousand  dol- 
lars invested  in  the  market  as  a 
whole  at  the  same  time  would  have 
returned  $229,828.  Low-P/E  stocks 
did  more  than  three  times  as  well 
over  this  prolonged  time  period.  Did 
low  P/E  work  all  the  time?  No.  It 
didn't  work  recently,  and  it  also 
didn't  work  for  some  years  in  the 
Sixties,  Seventies  and  early  Eight- 
ies. Still,  when  you  add  up  the  total 
score,  the  results  are  overpowering. 

Nothing  works  successfully  every 
year.  Anyone  naive  enough  to  think 
so  is  bound  for  disaster.  For  those  of 
you  who  believe  in  staying  with  a 
long-term  winning  strategy  of  con- 
centrating on  low-P/E  stocks,  here 
are  three  I  would  look  at  now: 

Digital  Equipment  (104),  which 
was  everyone's  favorite  computer 
play  last  summer,  is  now  on  most 
pros'  sell  list,  down  45%  from  its 
high.  A  decline  in  marketing  ex- 
penses and  the  continuation  of  its 
strong  new-product  cycle  should  re- 
sult in  DEC's  earning  over  $10  this 
fiscal  year  (ending  June  30)  and  over 
$12  in  1989,  gains  of  18%  and  20%, 
respectively.  Digital  trades  at  10 
times  latest  12  months'  earnings. 

Federal  Express  (47),  another  well- 
abovc-average  growth  company,  is 
down  about  40%  from  last  sum- 
mer's high.  Despite  increasing  com- 
petition from  UPS,  Federal  domi- 
nates the  air  courier  market.  Earn- 
ings should  show  a  better  than  10% 
increase  in  fiscal  1988  (ending  May 
31),  and  a  15%  gain  the  following 
year.  The  stock  trades  at  a  price/ 
earnings  ratio  of  14. 

Philip  Monis  (88),  a  major  tobacco 
and  consumer  products  company, 
has  shown  a  20%  rate  of  earnings 
growth  over  the  past  five  years,  with 
the  likelihood  that  this  rate  will 
accelerate  to  25%  to  30%  in  1988. 
The  stock  trades  at  a  multiple  of  1 1 
and  yields  4.1%. 

Westingbouse  (49)  should  have  an- 
other good  year  in  1988,  buoyed  by 
improvements  in  its  broadcasting, 
defense/electronics  and  industries 
groups.  Earnings  should  increase 
10%  this  year,  with  gains  of  size 
continuing  for  the  next  several 
years.  The  stock  trades  at  a  P/E  of  9 
and  yields  3.5%.  ■ 
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By  Stanley  W.  Angrist 


The  futures  industry  is  about  to  learn  the 
meaning  of  the  expression,  "I'm  from  the 
government,  and  Vm  here  to  help  you. ' 

BEWARE  OF 
QUICK  FIXES 


those  occurred  after  Oct.  16,  1987. 

But  the  important  question  is  not 
how  infrequently  such  limits  will 
be  called  into  play  but  how  effective 
they  will  be  in  reducing  price  vola- 
tility. Price  limits  on  agricultural 
commodities  have  been  around  for 
many  years.  There  is  little  or  no 
empirical  evidence  to  suggest  that 
they  dampen  volatility.  However, 
with  the  Merc's  new  limits,  and 
none  on  the  NYSE,  if  another  Black 
Monday  occurs,  hold  on  to  your  hat. 
Portfolio  managers  unable  to  go 
short  in  the  S&P  500  futures  market 
to  protect  their  holdings  while  wit- 
nessing a  stock  market  that  is  fall- 
ing out  of  bed  will  almost  certainly 
try  to  dump  stock,  thus  exacerbat- 
ing a  weakening  market.  Under 
those  circumstances,  the  limits  will 
surely  make  things  worse. 

As  of  this  writing  neither  the 
NYFE  nor  the  NYSE  has  asked  for 
daily  limits.  Richard  Grasso,  cur- 
rently executive  vice  president  of 
capital  markets  at  the  NYSE  and 
soon  to  be  president,  doesn't  see 
limits  as  a  solution.  "I  don't  believe 
it  is  a  good  idea  to  interrupt  the 
trading  of  500  stocks  because  of  a 
temporary  imbalance  in  a  relatively 
small  number  of  issues." 

I  am  in  favor  of  no  limits  on  any- 
thing. But  if  these  limits  are  to  have 
any  chance  of  working  effectively, 
they  must  be  coordinated  to  reflect 
what  is  going  on  in  both  the  under- 
lying cash  markets — the  NYSE  and 
all  derivative  markets — that  trade 
futures  and  options  on  equities. 
Without  coordination  they  will 
have  the  same  efficacy  as  pouring 
gasoline  on  a  roaring  fire. 

The  futures  industry,  however, 
knows  where  the  power  lies.  Con- 
gressmen who  have  the  responsi- 


During  the  second  week  of  March 
the  Futures  Industry  Association 
met  in  Boca  Raton,  Fla.  It  will  come 
as  no  surprise  that  the  number  one 
topic  of  discussion — both  in  ses- 
sions and  around  the  pool — was 
what  actions,,  if  any,  the  securities 
and  futures  industries  should  take 
to  reduce  the  probability  of  a  recur- 
rence of  the  events  of  the  week  of 
Oct.  19.  Of  course,  the  futures  in- 
dustry would  like  to  make  the  few- 
est changes  it  can  that  would  si- 
multaneously satisfy  the  Congress 
and  the  trading  public.  That's  not 
an  easy  task. 

In  one  recent  move,  the  Com- 
modity Futures  Trading  Commis- 
sion approved  new  daily  limits  on 
the  Chicago  Mercantile  Exchange's 
S&P  500  futures  contract.  These 
limits  went  into  effect  in  late 
March,  and  would  come  into  opera- 
tion under  certain  conditions.  If 
they  are  reached,  trading  will  stop 
until  prices  move  away  from  the 
limit  or  until  the  next  day.  It  should 
be  pointed  out  that  the  new  limits 
are  quite  wide,  and,  in  fact,  on  only 
ten  occasions  in  the  53/i-year  exis- 
tence of  the  S&P  futures  contract 
have  they  been  reached,  and  all  of 
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bility  of  overseeing  the  CFTC  have 
chided  the  industry  for  foot-drag- 
ging in  response  to  events  of  late 
last  year.  One  of  their  biggest  accu- 
sations is  that  low  margins  lead  to, 
you  guessed  it,  that  evil  of  all 
evils — speculation.  That  specula- 
tion is  an  integral  part  of  risk  trans- 
fer, the  basic  reason  for  the  exis- 
tence of  the  futures  markets,  is 
either  not  apparent  or  not  impor- 
tant to  them. 

The  industry  has  responded  on  its 
own  by  raising  margins  from  an  av- 
erage of  somewhere  between  5% 
and  7%  before  the  crash  to  a  level 
between  9%  and  12%.  Many  in  the 
Congress  would  like  to  see  margins 
increased  to  the  20%  to  25%  level 
and  then  watch  stock  index  futures 
trading  die.  Of  course,  that  is  not 
what  would  happen;  it  would  just 
move  offshore,  where  it  would  be 
out  of  reach  of  U.S.  regulators.  Stay 
tuned.  This  fat  lady  is  a  long  way 
from  singing. 

Is  there  any  way  to  trade  the  cur- 
rently volatile  interest  rate  market 
with  some  degree  of  comfort?  One 
way  might  be  the  use  of  a  fairly 
well-known  trade  called  the 
"MOB"  spread.  The  acronym  stands 
for  "municipals  over  bonds." 

If  you  look  at  the  prices  of 
T  bonds  and  municipal  bond  con- 
tracts, you  will  see  that  the  differ- 
ence in  their  prices  narrows  as  expi- 
ration approaches.  For  example,  on 
a  recent  day  the  spread  difference 
for  the  June  contracts  was  41  l/32j  for 
September  5V32,  and  for  December 
519/}2-  Can  you  profit  from  this  ef- 
fect? Perhaps.  Traders  who  buy  the 
muni  bond  contract  and  sell  the 
T  bond  contract  believe  that  this 
narrowing  will  continue  for  two 
reasons:  carrying  charges  and  elec- 
tion-year politics.  Traders  who  put 
this  spread  on  believe,  apparently, 
that  whoever  wins  the  presidential 
election  will  be  forced  to  increase 
tax  rates.  If  that  is  so,  then  tax-free 
municipal  bonds  will  be  in  in- 
creased demand  and  thus  will  gain 
on  the  T  bonds. 

I  suggest  that  you  buy  December 
municipal  bonds  while  selling  De- 
cember Treasury  bonds,  with  the 
latter  at  a  premium  of  at  least  516/32 
(176  bond  ticks).  The  exchange 
minimum  margin  is  $750.  I  would 
risk  no  more  than  24  ticks  ($750  per 
spread)  and  would  look  for  the 
spread  to  narrow  about  64  bond 
ticks  ($2,000  per  spread)  between 
now  and  November.  ■ 
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Stop  worrying  about  the  next  recession. 
The  real  prospect  is  for  much  worse. 

RECESSIONS 
ARE  PASSE 


By  Ashby 

Bladen 

\    I 

~J 

H^S 

Cycle-minded  economists  are  tell- 
ing us  that  we  are  overdue  for  a 
recession,  and  monetarists  fear  that 
the  Fed  isn't  pumping  up  the  money 
supply  fast  enough  to  avoid  one. 
Both  are  focusing  on  the  traditional 
problems  of  the  postwar  era  and  ig- 
noring the  new  ones  created  by  our 
snowballing  debts.  They  do  not  un- 
derstand that  we  now  face  far  graver 
perils  than  those  of  the  1960s  and 
1970s.  In  the  era  of  billion-dollar 
bailouts,  a  recession  is  the  least  of 
our  worries,  and  is  unlikely  to  hap- 
pen in  either  the  short  or  the  long 
run.  Instead  we  face  dangers  that  arc- 
far  worse  than  mere  recession. 

Let's  look  first  at  the  short  run. 
Only  in  America  would  economists 
worry  about  a  recession  after  their 
country's  currency  had  fallen  by 
hall  against  those  of  two  of  its  main 
trading  partners.  The  falling  dollar 
means  more  |obs  here  to  produce 
exports  and  substitutes  for  the  im- 
ports that  we  can  no  longer  easily 
afford.  But  it  also  tends  to  accelerate 
inflation  and  depress  our  standard 
of  living. 

The  blindness  of  so  many  Ameri- 
can economists  to  the  most  elemen- 
tary    principles     of     international 

tftani  and 
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trade  stems  from  the  fact  that  for 
nearly  half  a  century  John  Maynard 
Keynes'  General  Theory  was  their  bi- 
ble. Keynes  wrote  his  book  as  the 
theory  of  a  closed  economy  without 
foreign  trade  or  international  capi- 
tal flows.  Keynes  himself  lived  in 
one  of  the  most  open  countries  in 
the  world,  and  he  did  not  believe 
that  a  closed  economy  actually  ex- 
isted. For  him  it  was  a  simplifying 
assumption  that  helped  to  justify 
changes  in  domestic  policy  that  he 
was  promoting  to  end  the  depres- 
sion that  was  raging  in  the  year  his 
book  was  published,  1936. 

But  Keynes'  American  disciples — 
notably  Harvard  Professor  Alvin 
Hansen— argued  that  the  then  large- 
ly self-sufficient  American  econo- 
my came  so  close  to  being  a  closed 
system  that  it  made  no  difference  in 
practice.  They  took  Keynes  literal- 
ly. So  for  more  than  40  years  eco- 
nomics was  taught  in  this  country 
as  the  theory  of  a  closed  system. 
American  economists  still  think 
mainly  about  domestic  conditions, 
while  a  Briton,  for  example,  starts 
with  the  prospects  for  trade.  So  the 
Americans  do  not  see  that  the  flip 
side  of  the  blow  to  our  standard  of 
living  is  an  export  boom. 

Turning  to  the  longer  run,  Keynes 
did  not  see  the  Great  Depression  as 
having  been  caused  by  the  excessive 
borrowing  and  spending  that  fi- 
nanced World  War  I  and  the  postwar 
boom  of  the  Twenties.  Instead,  he 
assumed  an  entirely  hypothetical 
excess  of  saving  that  was  supposed 
to  cause  unemployment  by  prevent- 
ing the  consumption  of  all  the  goods 
that  mass  production  is  capable  of 
churning  out.  He  taught  that  gov- 
ernments should  offset  the  shortfall 
of  purchasing  power  by  borrowing 


and  spending  for  their  own  account. 
And  their  tax  and  subsidy  policies 
should  encourage  the  rest  of  us  to 
save  as  little,  and  to  borrow  and 
spend  as  much,  as  possible.  Our  cur- 
rent troubles  result  from  the  literal 
application  of  this  thinking:  The 
U.S.  government  has  been  following 
the  advice  of  Keynes  and  the 
Keynesians  for  the  last  50  years. 

This  is  why  people  who  worry 
about  the  next  recession  are  worry- 
ing about  the  wrong  thing.  We  are 
now  so  burdened  with  debt  that  a 
depression,  not  recession,  is  likely. 
A  depression  can  be  postponed  in- 
definitely if  the  government  keeps 
on  bailing  out  everyone  whose  fail- 
ure would  cause  unemployment  or 
financial  distress,  but  in  that  case, 
we  will  first  suffer  hyperinflation. 

And  we  can  see  how  that  will 
turn  out  by  looking  at  the  example 
of  the  underdeveloped  countries. 
During  the  postwar  era,  the 
Keynesian  development  econo- 
mists told  them  that  their  people 
did  not  need  to  scrimp  and  save  to 
finance  industrialization,  as  the 
people  of  the  developed  countries 
had  done  during  the  19th  century. 
They  could  just  borrow  the  money. 
That  worked  fine  until  the  Mexican 
debt  crisis  six  years  ago  made  it 
clear  that  they  could  not  repay. 
Now  their  living  standards  are  col- 
lapsing in  step  with  the  external 
value  of  their  currencies,  while  the 
ongoing  attempt  to  bail  everybody 
out  is  producing  domestic  hyperin- 
flation. And  the  continuing  weak- 
ness of  the  dollar  shows  that  the 
same  causes  will  produce  the  same 
consequences  here. 

It  is  not  just  the  banks  and  thrifts 
that  are  in  trouble — a  great  many 
nonfinancial  corporations  and  peo- 
ple are  also  in  over  their  heads.  The 
progressive  widening  of  bailout  pol- 
icies to  include  everybody  in  the 
U.S.  whose  failure  points  in  the  di- 
rection of  depression  will  sooner  or 
later  convince  the  American  people 
that  borrowing  excessively  to  fi- 
nance a  takeover,  a  country  estate 
or  any  other  inflation  hedge,  has 
become  a  matter  of  heads  I  win  but 
tails  the  taxpayers  bail  me  out. 
Then  the  rate  of  debt  formation  and 
the  resulting  purchasing  power — 
und  the  rate  of  inflation — will  go 
through  the  roof.  We  no  longer  need 
fear  recession,  and  we  have  the 
means  of  averting  depression.  But 
the  price  will  have  to  be  paid,  and 
the  price  most  likely  will  be  run- 
away inflation.  ■ 
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Most  of  the  top-performing  letters  got  out 
of  the  market  before  the  crash.  Now,  cau- 
tiously, they  are  getting  back  in. 

BOTHERED,  BUT 
BULLISH 


By  Hark  Hulbert 


Last  summer  (Forbes,  Sept.  7,  1987), 
I  noted  that  the  investment  letters 
that  had  beaten  the  stock  market 
over  the  seven  years  since  mid- 1980 
were  still  predominantly,  if  quali- 
fiedly,  bullish.  Subsequently,  to 
their  credit,  several  of  the  top  letters 
turned  bearish  prior  to  the  crash 
(Forbes,  Nov.  16,  1987).  But  here  we 
are  six  months  later.  The  market 
has  recovered  50%  or  more  of  its 
August-to-October  loss.  What  are 
the  winners  saying  now? 

I  have  to  make  a  judgment  call 
here,  because  several  letters  have 
beaten  the  post- 1980  market  with 
some  but  not  all  of  their  suggested 
portfolios.  Four  letters,  however, 
are  entirely  ahead.  And  the  expo- 
I  sure  to  the  market  recommended  by 
'  these  four  is  greater  now  than  at  any 
time  since  the  crash.  In  addition, 
one  outright  bear  in  the  group  is 
very  close  to  turning  bullish. 

Leading  the  newsletters'  hit  pa- 
rade is  Dr.  Martin  Zweig,  whose 
Zweig  Forecast  has  beaten  the  S&.P 
500's  total  return  since  mid- 1980  by 
a370%-to-201%  margin.  Currently 
Zweig  is  splitting  his  model  portfo- 
lio   about    half-and-half    between 
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stocks  and  cash,  up  from  the  only 
10%  he  had  in  stocks  on  the  Friday 
before  Black  Monday.  And  even  this 
50% -invested  position  understates 
the  bullishness  of  Zweig's  short- 
and  intermediate-term  indicators. 
Zweig  says  he  would  be  more  heavi- 
ly invested  but  for  his  long-term 
concern  about  the  economy. 

Zweig  thinks  he  sees  parallels  be- 
tween today's  market  and  that  of 
the  early  1930s.  In  contrast  to  those 
advisers  impressed  by  the  action  of 
secondary  stocks  since  the  crash 
(over  which  time  they  have  outper- 
formed the  blue  chips  by  2-  or  3-to- 
1),  Zweig  argues  that  superior  rela- 
tive strength  among  secondaries  is 
typical  of  postcrash  rallies.  He 
points  out  that  in  1930,  1931  and 
1932  the  secondary  stocks  all  great- 
ly outperformed  the  blue  chips  dur- 
ing the  first  few  months  of  the  year, 
but  the  DJI  still  fell  apart  in  later 
months.  Zweig  believes  the  current 
market  is  playing  out  the  1930 
script  "like  clockwork." 

This  sort  of  paradox  is  not  new  for 
Zweig.  But  he  disciplines  himself  to 
respond  to  immediate  market  ac- 
tion, regardless  of  his  frequent  fears. 
It  has  paid  off:  In  August  1 982  he  was 
actually  net  short  when  the  bull 
market  took  off,  but  still  turned  in 
one  of  the  year's  best  performances. 

Next  is  Charles  Allmon's  Growth 
Stock  Outlook,  with  a  264%  profit. 
Allmon  built  up  an  80% -cash  posi- 
tion a  year  in  advance  of  the  crash, 
and  now  is  nearly  90%  in  cash. 
Among  many  reasons  for  concern, 
he  is  dwelling  on  the  fact  that,  if 
history  replays  itself,  the  DJI  will 
sell  below  book  value  in  the  next 
recession.  That's  currently  around 
1000,  which  Allmon  thinks  "may 
be  a  reasonable  target." 


The  third-best  performer,  with  a 
236%  profit  since  mid- 1980,  is  Dick 
Fabian's  Telephone  Switch  Newsletter. 
In  contrast  to  Zweig  and  Allmon, 
who,  at  least  to  some  degree,  look  at 
economic  and  corporate  fundamen- 
tals, Fabian  uses  a  rigid  39-week 
moving  average  technical  system.  It 
generated  a  switch  out  of  stocks  on 
Oct.  15,  the  last  possible  moment  at 
which  his  subscribers  had  time  to 
get  out  before  the  crash,  and  has 
been  out  ever  since.  As  of  late 
March,  however,  Fabian's  system 
was  within  striking  distance — 1% 
to  2% — of  a  new  buy  signal. 

(Perhaps  significantly,  other 
newsletters  that  utilize  the  39-week 
moving  average  system  to  generate 
switches,  such  as  Robert  Levesque's 
Prime  Investment  Alert,  are  already 
back  in  the  market.  The  difference 
has  to  do  with  which  mutual  funds 
are  used  to  calculate  the  mutual 
fund  component  of  the  moving  av- 
erages: Levesque's  recovered  faster.) 

Following  close  on  Fabian's  heels 
is  Dan  Sullivan's  The  Chartist,  with  a 
224%  gain  since  mid- 1980.  Sullivan 
relies  heavily  on  relative  strength 
studies  and,  in  contrast  to  Zweig, 
believes  the  superior  relative 
strength  of  the  secondaries  since 
the  crash  is  bullish.  He  moved  his 
"trading  portfolio"  back  to  100% 
invested  and  his  more  conservative 
"actual  cash  account"  to  50%  in- 
vested on  Mar.  8,  after  having  been 
mostly  in  cash  since  Oct.  19. 

Though  it  would  appear  that 
Zweig  and  Sullivan  thus  disagree  on 
this  basic  question,  that  contrast 
should  not  be  exaggerated.  Sullivan 
presumably  would  not  deny  the 
possibility  of  long-term  economic 
trouble,  because  he  has  placed  close 
protective  stops  on  his  new  posi- 
tions, just  in  case.  And  Zweig, 
though  worried,  is  at  least  half  in- 
vested, conceding  that  "the  odds 
suggest  this  rally  has  further  to  go." 

To  summarize:  Three  of  these 
four  newsletters  that  are  ahead  of 
the  S&P  500  since  mid- 1980  are,  to 
some  degree,  impressed  by  the  mar- 
ket's recent  action.  All  have  turned, 
or  are  close  to  turning,  more  bullish. 
Only  Allmon  remains  adamantly 
bearish,  with  no  immediate  pros- 
pect of  his  changing  his  mind. 

Thus,  the  market-beaters  on  bal- 
ance are  suggesting  a  positive  ap- 
proach to  stocks,  at  least  for  the 
shorter  term.  But  the  undertone  of 
concern  for  the  long-term  health  of 
the  economy  also  implies  we  are 
not  yet  entirely  out  of  the  woods.  ■ 
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background  utilize  your  talent  & 
learning  potential  to  the  utmost  as 
an  independent  associate  You 
must  be  a  confident  communicator 
and  relate  to  high  figure  transac- 
tions. A  $9,800  refundable  deposit 
required  if  accepted 

Call  813-924-6415 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  lor  tree  information 

231  II  \l  KDl  (>()  l)kl\l 

I  v  a  N  \  llll  I  s   (  \  92653  I  \*7. 

i   \l  I    !  800  K54  "Jl 


SELL  IN  JAPAN! 


1  ist  yaw  propert)  iuum  out  rokyo  offioi  to 

'■  Mil-  hrokcrN  in  Japan 

Free  tranNlahon    NO  COMMISSION    Your 
name  lined  jn  ff»nlKl  poinl    Icai  >hcel 
I   (>niv  Sl*X)for  3  months  listing 

CALL:  Hon  &  Bunker  Inc. 

1-800-USA-2111 


FOR  SALE  BY  OWNERS 

Businesses,  both  large  and  small    All 

types,  prices  and  locations  nationwide 

Over  S675M  on  file   No  brokerage  lees 

Call  1-800- 999- SALE 

Great 
"Western 

BLMMss  MSVIt  JS    1\C 


COLLATERAL  GUARANTEE 


Major  Bank 

COLLATERAL 
GUARANTEE 

Commitments  Available 


$5,000,000.00  UP 

On  Bank  Letterhead 

Delivered  in  10  Days! 

FOR  COMPLETE  FINANCIAL 

SERVICES  &  DETAILS,  CALL: 

D.M.D.  Investments,  Inc. 

y^       (818)  907-7834 

BUSINESS  OPPORTUNITIES 


Business  Buyers  Network 

P%P%^n  *  Thousands  ol  businesses 

m*±^Jkm  nationwide 

MQ^PlV  •  Many  with  Owner  financing 

^^^^**-~  •  No  commissions 

To  buy  or  list  call  loll  FREE 

1-800-223-3589 

In  NC  1-704-686-7358 


FOR  SALE  BY  OWNER 

Businesses-Cars-Boats 
No  Fees  •  No  Commissions 

Ad- Vantage  Listing  Services,  Inc. 

fttbltshers  of  for  sale  by  owner  databases 

800-458-7197  •  305-561-5300 


15.000  BUSINESSES 

FROM  COAST 

TO  COAST 

No  Brokerage  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
foil  Free  800-327-9630 
'  in  Ft  Lauderdale  305-462-2524 


FACSIMILE  MACHINES 


BIG  DISCOUNTS 


ON  THE  HOTTEST  SELLING 

FAX  MACHINES 

IN  THE  COUNTRY 

Roc  of  America 

1  800342  FAXX 

AMERICA  S  LOW  PRICE 
FAX  DISTRIBUTOR 


FAST  FACTS  ABOUT  FORBES  SUBSCRIBERS: 

*  Total  management:  74.7% 
♦Total  paid  circulation:  735,000 
•Average  household  income:  $162,000 
♦Average  value  of  investment  portfolio:  $899,000 


Radio  /haek-TAND 


Our  IQlh  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt   Prepaid.  Save  Tax 
Toll  Free  800-231-3680 

mflRYfTIAC  INOUSTRIESINC 

22511  Kaiy  Fwy 

Kaiy  (Houston)  TX  77450 

1-713-392-0747  Tele*:  774132 


MISCELLANEOUS  FOR  SALE| 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!" 

We  buy  &  sell  Diamonds  and  all  Precioi 
Gemstones.  Free  wholesale  catalog  sine 
1967!  Member:  Jewelers  Board  of  Trade 
Chamber  of  Commerce . 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


■W    ^GEMSTONES^ 
THE  INVESTMENT  FOR  THE  90s 
TO  BUY  SELL  OR  TRADE: 

Diamonds,  Rubies,  Emeralds,  Sapphires 
or  other  coloured  gemstones  Ask  for 
your  free  copy  of  the  International  Gem 

Investors  Newsletter  Write  To: 

International  Gem  Consultants  Inc., 

2489  Bloor  St.  W. ,  Suite  300.  Toronto, 

Ontario,  Canada  M6S  1R6 

TOLL  FREE:  1-800-387-8717 


SALES  TRAINING 


Sales  Presentations 
Training  •  Meetings 


■  ■  ■! 


CUSTOM  SLIDES  OVERHEADS 

VISUAL  HORIZONS 
ISO  »MR0  PARK. 

48  PAGE  FULL  »°««ll"  "    '46?3 

COLOR  CATALOG    |7I6|424  5300 


FREE 


Make  more  sales! 


For  more  sales,  give  your  customers 
and  prospects  Connections   It  has 
over  700  toll-free  numbers  and 
name-brand  discounts  People  love  it. 

For  a  FREE  COPY,  send  your 
business  card  to:  Connections,  24-A 
Manchester  Road.  Boston,  MA  02161 


FORBES 
MARKET/CLASSIFIED 


is  published  in  the  first  issue  of 
each  month  Advertising  clos- 
ing date  is  one  month  preced- 
ing date  of  issue. 

Frequency  discounts  avail- 
able. Payment  must  accom- 
pany order  unless  from  ac- 
credited agency. 


FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

UNOA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Avenue/New  York,  NY  10011 

(212)620-2440 


« 


1      | 


Forbes  Market/ 


PRECIOUS  METALS 


PRECIOUS  METALS 


WINE  CELLARS 


WINE  CELLARS 


(fiwv&icup- 


in  United  States  Mint 
22  KT.  GOLD 

Now  wear  the  American  flag  with  new  pride: 
Choose  pendant  (complete  with  18-inch 
chain)  or  lapel/tie  pin.  Both  styles  superbly 
crafted  from  United  States  Mint  22  KT.  Gold 
Bullion  Eagle  Gold  Pieces  are  $200  each,  or 
in  14  KT.  Gold  $100  each.  (Add  $5  ea.  for  in- 
sured delivery.)  Enjoy  the  classic  beauty  of 
this  Florentine  hand  finished  genuine  Gold 
jewelry  that's  always  in  fashion.  Full  money 
back  guarantee.  No  sales  tax.  Mail  check  or 
credit  card  information. 

Exclusively  Irani 

Precious  Metals  •  3  N.  New  Street  •  Dept.  BP04  •  Dover,  DE 19901 . 

1    QDH  AA'X  Q^Q^  Visa -MasterCard 

I  -OKJ\J-i*i* 0_y  Oy  O  American  Express 


To  charge  your  order, 
call  (7  days)  toll  free 


REAL  ESTATE 


Mountain  Valley 

idjoins  national  forest.  5,900 
cres,  all  deeded;  768  irrigated,  3 
ve  streams.  Trout  fishing,  elk, 
leer  &  antelope  hunting  right  on 

j  he  ranch.  Owners  log  residence, 

|  ,200  square  feet,  4  bedroom  guest 
touse,     3     bedroom     foreman's 

[iome,  8  stall  equestrian  stable  & 
paddocks,  indoor  arena.  Lots  of 

hams,  sheds  etc.,  all  in  excellent 
ondition.  Mineral  rights  includ- 
d.  Located  near  Buffalo,  Wy.  A 
uiet  town  with  good  schools.  Up- 
o-date  hospital,  full  service  air- 
•ort  $1,900,000. 

CLAIR  ROBINSON,  Realtor 

P.O.  Box  27— Buffalo,  WY  82834 

(307)  684-5571 


SEACOAST  NH  LOTS/CONDOS 

rlOODY  POINT  on  Great  Bay,  New- 
larket.  Unique  contemp  design  townhomes 
v/custom  interiors.  Located  in  environmen- 
dly  protected  wildlife  shoreline  setting 
//DIRECT  OCEAN  ACCESS.  Priced 
torn  $225K/$315K.  Call  The  Cheney  Go's 
03/659-2351  for  info  and  directions. 


WANT  TO  BUILD 

APARTMENTS  WITH 

|  POSITIVE  CASH  FLOW? 

CALL  WEATHERBILT: 

800/445-8389. 
IN  TENNESSEE  615/528-2802. 


RESORT  CON DOS 

Priced  For  Bulk  Sale 
OCEAN-LAKE-SKI 

4  Locations/93  Units 

Call  or  Write  .Owner 

MID-ATLANTIC 

RO.  Box  55TI 

Martinsville,  Va.  24TI5 

300-638-5253  or  703-632-7101 


YACHTS 


X)NATE  YOUR  PROPERTY 
Boat  -  Airplane  -  Real  Estate 

eceive  large  cash  advance  plus 

ibstantial  tax  savings. 

Few  tax  shelters  left! 

AMERICAN  INSTITUTE 

800-826-6840 

FL:  305-772-5773 


HONOR  A  FRIEND,  CLIENT  OR 
ASSOCIATE  WITH  THE  MOST 
UNIQUE,  RULER  EVER  MADE 


SILVER  RILER! 

practical,  elegant,  engraved  to  order 

It  takes  over  one  ounce  of  Silver  to  make 
every  inch  of  this  unique  12-inch  ruler.  It 
weighs  precisely  one  troy  pound  of  999  fine 
bullion  Silver,  the  richest  it  is  possible  to 
use. 

Each  is  a  unique  "edition  of  one,"  hand 
engraved  with  your  name  or  the  name  of 
the  friend,  valued  client  or  associate  you 
wish  to  honor,  (or  any  other  message). 

A  unique,  enduring  way  to  measure 
achievement — and  honor  it.  Minted  in  a 
rich  Florentine  Finish  with  inch  and  met- 
ric scales,  and  engraved  to  order  at  $300, 
plus  $5  shipping  and  insurance  each  or  in 
deluxe  velvet  lined  case  of  genuine  Walnut 
$329  plus  $5.  No  tax. 

AVAILABLE  EXCLUSIVELY  FROM: 
Precious  Metals  •  Dept.  BN05 
3  North  New  St.,  Dover,  Delaware  19901 
TO  ORDER:  Send  Check  or  money  order,  specify- 
ing quantity  and  engraving  instructions  and  reg- 
ular or  deluxe.   For  fastest  service,  order  by 
telephone,  seven  days  and  charge  to  MasterCard, 
Visa,  or  American  Express. 

CALL  TOLL  FREE: 

1-800-443-9393 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 


Palo  Alio  CA  94304 


Rediscover  some  old  friends 

\X/e  II  narrow  your  closet 

classics  to  a  stylish  3 '/«"  |or 

state  width|  Great  birth 

day  or  Christmas  gift 

Send  S 1 3  50  tor  each  set 

of  3  ties  to 

SLIM  TIES  CO. 

701  Welch  Road  Ste  1119B 

|41S|  656-6262 


YACHTING 


WANNA  GO  FISHIN'? 

MARLIN-TUNA  •  SAILS 

BEST  BOATS  IN  THE  HOT  SPOTS 

MEXICO  •  BAHAMAS  •  AUSTRALIA 

FLORIDA  •  AZORES  •  VENEZUELA 

BEKOFF  YACHTING  SERVICE 

(305)  463-M2 


fcuV 


TVve 


fcest 


WlNECELLARS 

Model  Retail  YourCost 

440  bottles  $2494    $1495 

700  Shown  at  right  3495      1995 

600  Double  Cabinet  (Isolated)  3995      2495 

Separate  Cooling  Units  42°/55° 
880  Double  unit  4495      2795 

220  Space-saver  1995      1195 

296  Credenza  (Low-Boy)  2495      1495 

40  btl,  glass  door,  lock  Slight    599        499 
60  btl,  glass  door  699        599 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-CJSA      800/421-8045      lnCA:213/937-3221 

*  839So.LaBreaAve.  *  Los  Angeles.  CA  90036  *  Olympic  Sales  Co. 
*Visa/MC/AmEx/Discover*WeShipAnywherel*        Since  1947 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


"  100%  cotton/Your  Logo!  " 
Call  Toll  Free  for  Free  Cloth  Samples 

The  biggest  difference  between  a  Queensboro  Shirt  and  a  Lacoste  or  Ralph 
Lauren  polo  shirt  is  that  a  Queensboro  Shirt  comes  with  YOUR  logo  or  design. 
A  novel  idea  in  a  world  crying  out  for  innovation,  minimum  order  just  six 
shirts.  100  shirts  cost  only  $16.50  ea.  For  a  price  list  brochure  and  FREE 
CLOTH  SAMPLES  call  1-800-84-SHIRT  (in  NY  718-782-0200). 
The  Queensboro  Shirt  Company 

Dept  F.7,  119  N  11th  St,  Greenpoint,  NY  1211 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC*— the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drlonic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Covered' 
by  health  plans.  Send 
for  free  Information. 
Clinical  studies  avail- 
able to  physicians. 

GENERAL  MEDICAL  CO. 

Dept  FOB  #13 

1935  Armacost  Ave. 

Los  Angeles.  CA  90025 


UNDERARMS 


EXECUTIVE  GIFTS 


Your  Name 
or  Logo  on 
Corporate 

Imagewear: 

EMBROIDERED 
CAPS   .    shirts, 
jackets  &  more 
Call  Ms  Titus  for 

FREE  CATALOGUE 

at  800-792-2277 
In  CA  800-826-8585 

San  Francisco  Embroidery  Works 
3952  Point  Eden  Way 
Hayward,  CA  94545 


Mohican  Studios 

Bronze  Sculptures 

Call  or  write  for  catalog    ' 
1219  University  Ave.  S.E. 
Minneapolis,  Minnesota 
55414 

All  inquiries  are 
confidential  — . 
$1750  to  $3125* 
(612)379-4336^ 


IkCoRPORATE 

%  Ties 

(150  pc.  minimum) 


Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


*. 


Barnard  Maine  ltd. 

33  Mead  Ave.  ■  Cos  Cob 

CT  06807  •  U.S.A. 

DeplF (203)  869  3006 


Streetwalker 


Edited  by  Thomas  Jaffe 


End  game  for 
closed-ends? 


End  game?  That's  the  gloss  Wall 
Streeters  are  putting  on  the  stickiness 
in  the  new-issues  market  for  closed- 
end  bond  funds.  The  eight  funds  put 
on  the  block  so  far  this  year  siphoned 
some  $5  billion  out  of  largely  retail 
accounts.  But  late  last  month,  Colo- 
nial suddenly  spiked  a  proposed  $175 
million  offering  that  seemed  fated  to 
go  to  an  almost  immediate  discount. 
Oppenheimer  did  get  its  $336  million 
Multi-Sector  Income  Trust  off  the 
ground,  but  the  shares  have  since 
slipped  in  price.  Oppenheimer  execu- 
tives are  now  talking  about  "oversup- 
ply."  At  least  five  other  closed-end 
income  funds  are  on  the  SEC  calen- 
dar. Don't  be  surprised  if  they  never 
see  the  light  of  day. — Richard  Phalon 


Better  Best 

Best  Products  Co.,  headquartered 
in  Richmond,  Va.,  operates  194 
catalog  showrooms  and  22  jewelry 
stores  in  28  states  and  Washington, 
D.C.  Under  Andrew  Lewis,  son  of 
founder  Sydney  Lewis,  sales  grew  to 
over  $2  billion,  but  ill-conceived  ac- 
quisitions hurt  profitability.  Earnings 
collapsed  from  $1.48  a  share  in  1982 
to  a  loss  of  85  cents  a  share  for  the 
fiscal  year  ended  Jan.  30,  1987.  Last 
year  the  Best  board  forced  out  the 
younger  Lewis,  replacing  him  with 
Robert  Huntley,  a  longtime  director 
and  chief  operating  officer  since  1984. 

Huntley  is  changing  Best  from  a 
strict  catalog  operation  to  more  of  a 
traditional  retailer.  Last  year  12  mil- 
lion catalogs  were  distributed;  this 
year  it  will  be  around  half  that,  and 
with  fewer  products  listed.  The  only 
area  Huntley  has  targeted  for  growth 
is  jewelry,  which  accounts  for  18.5% 
of  Best's  $2.1  billion  in  sales.  By  last 
year  debt  had  been  cut  more  than  $50 
million,  earnings  had  recovered  to  94 
cents  a  share,  and  Best  had  completed 
half  of  a  4  million  share  (16%)  autho- 
rized buyback. 

Best's  recent  performance  has 
caught  the  eye  of  analyst  Barry  Roth- 
berg  of  New  York's  Mabon,  Nugent  & 
Co.  Best— recent  NYSE  price  of 
ll3/4 — sells  for  7.6  times  the  $1.55  a 
I  will  eam  in  the 
ir  (ending  next  Janu- 


ary) and  for  just  3.7  times  estimated 
1988  cash  flow.  Rothberg  contends 
that  the  company  is  conservatively 
worth  $17  to  $20  a  share — although 
real  estate  considerations  could  add  as 
much  as  $5  a  share  more  to  that  price. 
There  are  25  million  shares.  Insiders 
own  5%;  Bearclaw  I  and  Pacific  Finan- 
cial Research  own  around  7%  apiece. 
Attention,  shoppers. 


Kaman  get  it 

Kaman  Corp.  is  in  all  kinds  of  high 
technology,  but  it's  the  nuts-and- 
bolts  business  of  the  Bloomfield, 
Conn. -based  concern  that  turns  on 
analyst  Jeanine  Heller  of  St.  Louis' 
Stifel,  Nicolaus.  Kaman  (1987  sales, 
$708  million)  distributes  more  than 
500,000  industrial  parts — everything 
from  couplings  to  sensors.  It  is  third 
largest  in  the  field  behind  Bearings, 
Inc.  and  Genume  Parts.  (Kaman  is 
also  the  leading  independent  distribu- 
tor of  musical  instruments.)  A  sophis- 
ticated inventory  control  system  has 
helped  the  company  raise  industrial 
distribution  margins  from  1.7%  in 
1986  to  4.3%  last  year.  Heller  sees 
another  increase,  to  over  5%,  in  1988. 
The  other  $390  million  of  Kaman's 
sales  are  decidedly  jazzier.  The  com- 
pany performs  work  for  the  armed 
forces  and  government  agencies.  Ex- 
ample: a  Star  Wars  contract  to  mea- 
sure corrective  imperfections  of  opti- 
cal images — critical  to  the  develop- 


Navy  helicopter  by  kaman 
Profits,  lifting  off. 


ment  of  future  tracking  systems.  In 
1986  it  paid  $68  million  for  Locus,  in 
defense  electronics,  and  Raymond  En- 
gineering, in  computer  mass  memory 
systems.  Kaman  also  manufactures 
advanced  products  for  both  military 
and  commercial  applications,  and 
does  aerospace  subcontracting. 

Then  there's  the  company's  origi- 
nal business,  making  Navy  helicop- 
ters, which  dates  to  the  early  1950s.  In 
June  the  company  received  $88  mil- 
lion in  contracts  to  retrofit  and  up- 
grade 8  Kaman-made  antisubmarine 
warfare  helicopters.  With  the  entire 
fleet  numbering  120,  this  program 
could  be  a  bonanza. 

Kaman  earned  $1.27  a  share  in 
1987.  Heller  expects  an  18%  gain,  to 
$  1 .50,  this  year.  So,  trading  recently  at 
17  o-t-c,  Kaman  sells  for  11  times  the 
1988  estimate.  Not  bad  for  a  company 
whose  earnings  per  share  have  com- 
pounded 18%  the  past  19  years.  There 
are  17.6  million  shares.  Insiders,  led 
by  Chairman  Charles  Kaman,  68,  con- 
trol the  Class  B  voting  stock. 


C'est  cement 

The  building  materials  industry  is 
suddenly  a  stage  for  some  of  the 
hottest  takeover  games  in  town.  C.H. 
Beazer  Pic.  of  the  U.K.  is  bidding  for 
Koppers.  Southdown  is  going  after  fel- 
low cementmaker  Moore  McCor- 
mack  Resources.  New  Zealand  hold- 
ing company  Brierley  Investments 
Ltd.  wants  Calmat,  in  cement  and 
aggregates.  France's  Compagnie  de 
St.-Gobain  is  buying  the  43%  of  Cer- 
tainTeed  it  doesn't  already  own. 

The  rest  of  the  group  is  up  sharply 
on  all  this,  but  Donaldson,  Lufkin  & 
Jenrette's  Timothy  Hurckes  says 
there  is  still  an  opportunity  in  $1.2 
billion  (sales)  Lafarge  Corp.  of  Reston, 
Va.  Lafarge  is  58% -owned  by  France's 
Lafarge  Coppee  SA;  the  remainder  is 
in  public  hands.  There  are  54.6  mil- 
lion fully  diluted  shares.  Recent 
NYSE  price:  16s/8. 

Lafarge  is  Canada's  largest  producer 
of  cement,  aggregates  and  concrete. 
But  what's  really  got  Hurckes  excited 
is  a  turnaround  he  sees  in  Lafarge's 
U.S.  cement  business.  Cement  prices 
in  the  Midwest  should  rise  this  year, 
he  says.  This  will  benefit  Lafarge  es- 
pecially: More  than  40%  of  its  U.S. 
capacity  is  in  the  Great  Lakes  area, 
and  almost  50%  of  its  Canadian  ca- 
pacity serves  the  Canadian  side  of  the 
Great  Lakes. 

Lafarge  also  has  become  a  leader  in 
the  waste-to-energy  side  of  the  busi- 
ness. Last  year  it  cut  costs  9%  per  ton, 
and  costs  should  be  down  3%  to  5% 
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more  in  1988.  In  1987  the  company 
earned  $1.65  a  share,  and  Hurckes 
forecasts  as  much  as  $1.90  in  1988. 
And  as  U.S.  cement  operations  return 
to  the  black,  Lafarge  can  start  using 
its  $74  million  of  tax-loss  carryfor- 
wards from  the  1982-84  period  to 
shelter  those  profits. 

Citing  St.-Gobain's  buyout  of  Cer- 
tainTeed's  minority  shareholders, 
Hurckes  thinks  Lafarge's  French  par- 
ent may  do  the  same.  Hurckes  esti- 
mates the  company  is  worth  $20  to 
$23  a  share.  And  even  if  the  French 
don't  oblige,  Lafarge  is  selling  for  just 
9  times  his  1988  estimate. 


Fallen  angel 

The  deregulation  of  cable  TV  sub- 
scription rates  early  last  year  is 
proving  to  be  a  major  windfall  for  sup- 
pliers of  cable  TV  equipment.  As  the 
cable  industry  consolidates,  one  way 
for  operators  of  multiple  systems  to 
increase  their  market  penetration  is 
to  offer  subscribers  more  viewing  op- 
tions. As  a  result,  orders  are  up  sharp- 
ly for  new  equipment  capable  of  deliv- 
ering additional  channels.  After  a 
four-year  shakeout  in  the  equipment 
industry,  analyst  Robert  Anastasi  of 
Atlanta's  Robinson-Humphrey  says 
prices  and  profit  margins  are  now  re- 
bounding smartly. 

That's  good  news  for  $495  million 
(sales)  Scientific-Atlanta,  Inc.,  second 
only  to  General  Instrument  Corp.  as  a 
supplier  of  cable  TV  equipment.  A 
turnaround  has  been  a  long  time  com- 
ing for  the  Atlanta-based  firm.  Profits 
had  wilted  from  1982  to  1986  under 
intense  competition  in  a  declining 
market.  The  stock,  a  darling  that  hit  a 
high  of  343/4  in  1981,  was  as  low  as  8V8 
postcrash. 

But  deregulation  and  restructuring 
under  new  Chief  Executive  William 
Johnson  are  now  making  investors 
look  twice.  The  23.6  million  NYSE 
shares— recent  price  of  14% — are  up 
15%  in  the  last  six  weeks  alone. 

Last  year  Scientific- Atlanta  earned 
94  cents  a  share  from  continuing  oper- 
ations, up  38%  over  1986.  Gone  are 
home  satellites  and  the  manufacture 
of  coaxial  cables;  the  pair  had  operat- 
ing losses  of  $11  million  last  year  on 
sales  of  just  $39  million.  With  CATV 
equipment  (60%  of  1987  revenues) 
and  satellite  earth  stations  sales 
booming,  Anastasi  thinks  1988  earn- 
ings from  operations  will  reach  $1.30 
a  share,  pricing  the  fallen  angel  at  1 1 
times  prospective  earnings.  The  turn- 
around looks  to  have  more  life  in  it 
yet. — Ignatius  Chithelen 
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HOLIDAY  GIFT  COLLECTION 


The  Source  for  Consumer  Product  Advertising 

Take  advantage  of  1988's  busiest  buying  season  with  this  special  full-color 
advertising  section  in  the  November  14th  issue  (closing  Sept.  6).  Forbes 
readers  will  look  for  the  newest  as  well  as  traditional  gift  ideas.  So  whether  it's 
jewelry,  perfume,  fine  liquor  or  even  an  island  cruise,  Forbes  readers  look  to 
the  magazine  as  a  source  for  ideas  to  help  them  find  the  very  best. 

The  Collection  will  be  1/4  and  1/2  page  ads  and  it  will  have  it's  own  reader 
service  card.  Forbes  reachs  2.8  million  readers  and  a  core  market  of  735,000 
subscribers  with  an  average  household  income  of  $162,000. 

For  more  information,  use  the  coupon  provided  or  call: 
George  C.  Clissold,  Consumer  Advertising  Manager,  at 
(212)  620-2231  or  Linda  Loren,  Advertising  Sales 
Representative,  at  (212)  620-2240. 


Linda  Loren,  Forbes  Magazine,  60  Fifth  Avenue,  New  York,  NY  10011 
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OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 

Obtain  the  Property  Repor*  required  by  Federal  law 
and  read  it  before  signing  anything  No  Federal 

agency  has  judged  the  merits  or  value,  if  any.  of  this 
property  Equal  Credit  and  Housing  Opportunity 

Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered. 


&j£FaqtasticSanis 

**    the  £)tfi}gSto30  Family  Haircutters 


•  Over  2,000  franchises  sold  with 
approximately  600  owners  in 
just  12  years. 

•  We  are  the  world's  largest  haircare 
franchise. 

•  Rated  #  1  haircare  franchisor  three 
years  in  a  row  by  ENTREPRENEUR 
Magazine  (Jan  '86,  Jan.  '87  and  Jan. 
'88). 

•  Little  inventory,  no  accounts 
receivable  and  virtually  recession 
proof. 

•  We  supply  the  system,  the  training 
and  the  national  advertising 
program. 

•  FLAT  WEEKLY  FEE,  NOT  ROYALTY 
BASED. 

•  We  challenge  any  other  franchise  to 
sell  you  two  businesses  for  the  price 
of  one  franchise  (a  retail  product 
business  and  a  service  business). 

•  Minimum  cash  requirement 
§60,000. 

If  you  are  ready  to  take  charge  of  your 
future,  call  and  find  out  why  we  are 
the  best. 


1-800-621-5307 

Offering  made  by  prospectus  only 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyei    rot<    tion.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cnsto  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   J 2 
Ft.  Garland,  CO  81133. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  April  15,  1928) 

"The  public  has  been  drawn  in  large 
numbers  into  the  speculative  mael- 
strom. The  heavier  the  public  buying 
for  the  rise,  the  severer  the  relapse  is 
likely  to  be.  There  have  been  no  de- 
velopments in  the  money  market,  in 
industry,  in  agriculture,  in  business, 
in  foreign  trade,  in  employment  or  in 
politics  to  justify  the  recent  adding  of 
billions  upon  billions  to  the  market 
value  of  stocks  favored  by  daring 
speculators." 

"Signals  in  the  automotive  industry 
continue  to  point  forward  and  up- 
ward. The  month  of  March  registered 
important  increases  in  the  output  of 
motor  vehicles,  without,  however, 
making  any  appreciable  impression 
on  the  large  number  of  unfilled  orders 
carried  by  every  maker  in  the  indus- 
try. Shortage  of  cars  continues  to  be 
acute,  and  dealers  are  being  furnished 
with  only  a  percentage  of  their 
demands." 


Fifty  years  ago 

(From  the  issue  of  April  15,  1938) 

"For  several  years  people  have  been 
talking  about  completely  air-condi- 
tioned buses.  Now,  two  important 
bus  lines — both  backed  by  railroads 
with  wide  air-conditioning  experi- 
ence— are  finally  doing  something 
about  it.  Interstate  Transit  Lines 
(Union  Pacific  and  Chicago  &  North 
Western  railroads)  is  one.   Already, 


equipment  has  been  installed  on  bus- 
es running  between  Los  Angeles  and 
Salt  Lake  City.  .  .  .  The  second  is  the 
Santa  Fe  Railway's  Santa  Fe  Trailways. 
This  month  it  will  put  a  fleet  of  50 
completely  air-conditioned  buses  in 
service  between  the  Pacific  Coast  and 
Chicago  and  other  Midwest  cities." 

"On  Monday  morning  after  that  aw- 
ful [bank  holiday]  weekend,  with  ev- 
ery bank  in  the  country  closed,  [Sears 
President  Robert]  Wood  gave  the 
word.  Out  from  Chicago  by  automo- 
bile and  train  and  plane  poured  Sears 
buyers,  each  with  his  want-list  that 
had  been  written  and  authorized 
months  before.  By  next  day  they  had 
made  huge  commitments — scores  of 
millions  of  dollars'  worth— with  man- 
ufacturers who  had  hardly  dared  hope 
they  would  ever  get  another  order. 
Industry  was  given  a  valuable  boost. 
And  for  months  freight-train  loads  of 
merchandise  were  rolling  into  every 
Sears  stockroom  billed  at  prices  be- 
low what  the  country  has  seen  since 
the  banks  reopened." 

Twenty-five  years  ago 

(From  the  issue  of  April  15,  1963) 

"Rarely  in  recent  history  have  cigar 
manufacturers  been  entirely  happy 
with  their  public  image.  For  every  John 
F.  Kennedy,  there  always  seems  to  be  at 
least  one  Fidel  Castro.  Even  the  most 
dedicated  cigar  smokers  will  usually 
concede  that  a  cigar-smoke-filled  room 
is  not  exactly  fragrant.  Few  women 
have  cared  to  try  them  in  public.  For 
whatever  reasons,  the  average  smoker 
today  ignites  a  mere  135  cigars  in  a  year 
vs.  about  270  back  in  1920." 


The  first  air-conditioned  buses  in  the  U.S.  were  put  into  service  in  the  late  1930s 


Litton  Industries  Chairman  Tex  Thornton 

"At  its  present  rate  of  growth,  a  Wall 
Street  wit  recently  remarked,  'by  1970 
Litton  Industries  will  cover  three- 
fourths  of  the  earth's  surface.'.  .  .  For 
Litton  Industries  Inc.  has  compiled  a 
record  for  growth  [unparalleled]  in 
American  industry.  In  the  fall  of  1953, 
when  Charles  Bates  (Tex)  Thornton 
bought  it  with  $1.5  million  in  seed 
capital,  Litton  was  a  small  producer  of 
electron  tubes  with  sales  running  at  an 
annual  rate  of  $4  million.  .  .  .  On  the 
basis  of  six-month  figures  reported  in 
February,  Litton  should  end  fiscal 
1963  on  July  31  with  sales  of  about 
$540  million." 

Ten  years  ago 

(From  the  issue  of  April  17,  1978) 

"  'We  haven't  seen  anything  like  this 
since  1947,'  says  a  top  executive  of  de 
Beers'  Central  Selling  Organization  in 
London,  where  80%  of  the  output  of 
the  world's  diamond  mines  is 
sold.  .  .  .  Dealers  and  cutters  in  Ant- 
werp, Bombay,  London,  New  York 
and  Tel  Aviv — mainly  in  Tel  Aviv — 
are  trading  uncut  stones  back  and 
forth  at  between  50%  and  100% 
above  what  de  Beers  charges." 

"It  is  symptomatic  of  the  kind  of  im- 
pact Augustus  C.  Long  made  on  Tex- 
aco, Inc.,  the  world's  third-largest  oil 
company,  that  13  years  after  he  re- 
signed as  chairman  .  .  .  and  1 1  months 
after  he  retired  from  the  board  and  as 
chairman  of  the  executive  commit- 
tee, people  in  Wall  Street,  the  oil  in- 
dustry and  even  within  Texaco  itself 
are  still  only  half  convinced  he  is  no 
longer  running  the  company." 
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Meditation  is  a  gift  confined  to 
unknown  philosophers  and  cows. 
Others  don't  begin  to  think  till 
they  begin  to  talk  or  write. 
Finley  Peter  Dunne 


A  man's  thinking  goes  on  within 
his  consciousness  in  a  seclusion 
in  comparison  with  which  any 
physical  seclusion  is  an 
exhibition  to  public  view. 
Ludwig  Wittgenstein 


People  could  with  advantage 
be  compelled  to  remain  alone 
for  several  hours  a  day,- 
and  a  week's  solitary 
confinement  would  be 
an  excellent  provision. 
Wyndham  Lewis 


The  dissenter  is  every  human 
being  at  those  moments  of  his 
life  when  he  retires  momentarily 
from  the  herd  and  thinks 
for  himself. 
Archibald  MacLeish 


As  crowds  increase  we  build  our 
forts  of  inattention,  and  the 
more  we  talk  the  easier  it  is 
to  mean  little  and  listen 
not  at  all. 
Frank  Colby 


In  Genesis  it  says  that  it's 
not  good  for  man  to  be  alone, 
but  sometimes  it's 
a  great  relief. 
John  Barrymore 


We  think  in  generalities, 

we  live  In  detail. 

Alfred  North  Whitehead 


•houghts  a.     uy  company;  I 
^a.   hring  them  together,  select 
then  them,  dismiss  them. 

1 


We  a: i  when 

■  ■    [( 

Voltaire 


Thoughts 

on  the  Business  of  Life 


Men  never  think  in  crowds.  In  crowds 
they  are  governed  by  the  animal  herd 
instinct,  which  is  directly  and 
powerfully  opposed  to  the  thinking 
principle,  which  is  strictly  individual. 
A  person  must  be  alone.  Some  people 
think  best  in  the  morning,  some  at 
night.  But  whatever  you  start  in  to 
think  about,  think  it  through  to  the 
end,  till  you  reach  a  conclusion 
that  at  least  satisfies  you  as 
the  right  one. 
B.C.  Forbes 


The  thoughts  that  come  often 

unsought,  and,  as  it  were, 

drop  into  the  mind,  are  commonly 

the  most  valuable  of 

any  we  have. 

John  Locke 


Solitude  gives  birth  to  the 
original  in  us:  to  beauty 
unfamiliar  and  perilous — to 
poetry.  But  it  also  gives 
birth  to  the  opposite,  to  the 
perverse,  the  illicit, 
the  absurd. 
Thomas  Mann 


Half  our  mistakes  in  life  arise 
from  feeling  where  we  ought  to 
think,  and  thinking  where  we 
ought  to  feel. 
John  Collins 


Every  crowd  has  a  silver  lining. 
P.T.  Barnum 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subiect,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts  Price  $18.50.  Send  check  and 
order  to:  Forbes  Inc..  60 Fifth  Ave  .  New  York, 
10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 
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Brain:  the  apparatus  with 
which  we  think  we  think. 
Ambrose  Bierce 


The  best  thinking  has  been  done 
in  solitude.  The  worst  has  been 
done  in  turmoil. 
Thomas  Edison 


Think  wrongly,  if  you  please, 
but  in  all  cases  think 
for  yourself. 
Doris  Lessing 


It  is  human  nature  to  think 
wisely  and  to  act  in  an 
absurd  fashion. 
Anatole  France 


Thinking  is  hard  work.  One  can't 
bear  burdens  and  ideas  at  the 
same  time. 

R.EMY  DE  GOURMONT 


A  Text . . . 

Let  the  wicked  forsake  his 
way,  and  the  unrighteous 
man  his  thoughts,  and  let 
him  return  unto  the  Lord, 
and  he  will  have  mercy 
upon  him. 
Isaiah  55:7 


Sent  in  by  William  Bailey,  Baltimore,  Md. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Thinking  is  the  endeavor  to 
capture  reality  by  means 
of  ideas. 
Jose  Ortega  y  Gasset 


Man  goes  into  the  noisy  crowd  to 
drown  his  own  clamor  of  silence. 
Rabindranath  Tagore 


If  a  man  sits  down  to  think, 
he  is  immediately  asked  if 
he  has  a  headache. 
Ralph  Waldo  Emerson 
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(Advanced  Information  Management  System) 

Computing  System  Proposal 
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This  is  a  representation,  net  an  actual  Request  for  Proposal 
It  is  designed  to  demonstrate  Wang's  ability  to  meet  the 
challenges  that  face  state  and  local  govern rent.   It  is 
intended  to  provide  summary  information  for  data  processing 
and  state  and  local  government  professionals. 

Icome  your  comments  and  invite  your  input. 


o 

o 


adhere  to  budgetary  constraints 

improve  constituent  service 

increase  effective  and  timely 
communication  among  agencies 
and  departments 


Vend 
expe 
needs 


or  rust  have  sufficient  government  infcriraticn  processing 
rience  to  respond  effectively  to  government's  specific 
s,  including: 


o 
o 


Wang    Response 


government's  rigid  safety  and  security 

requirements 

departmental  software  solutions. 


Viang  Labor  ator  ies ,  Inc.  has  a  t  remendous  amount  of 
with  all  levels  and  sizes  of  government .  Wang  is  c 
meet ing  the  applicat ion  p roc essi ng  needs  of  thousan 
customers  in  the  state,  local  and  federal  governmen 
state  governments  have  installed  Wang  comput ers ,  in 
more  than  3  5%  of  the  Governors'  offices ,  3  5%  of  the 
Legislatures ,  26%  of  the  Supreme  Courts,  4  5%  of  the 
General  Offices ,  2  5%  of  the  Finance  and  Budget  Offi 
the  Health  Departments ,  20%  of  the  MIS  Departments , 
others.  Hundreds  of  small  to  large  local  and  count 
governments  are  using  Wang  syst ems ,  from  the  financ 
administration  areas  to  the  schools  and  police  depa 
Many  federal  depa rtments  and  agencies  have  awarded 
cont racts  to  Wang  in  the  areas  of  defense ,  national 
health,     human    services    and    others . 
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Using    the    Wang    VS    minicomputer ,     department s    and    agencies    can 
p rovide    access    to    other    government    and    nongovernment    users 
while    ensuring    adequate    security    measures    to   p r event    access    to 
confidential    data. 


o 
o 
o 
o 


The  family    of    Wang    VS    32-bit    processors    with    extended    security 
access    control    option    p  rovides :  v 

event  logging    and    violations      .  £r^f\     AU-    \J^^^° 
scheduled    user    access    time  ^^coW^^    ^ 

Jast  logon    notification  ***"         ru*    ^s£*^ 

password    encryption    and    suppression       ' "^ 
o  user    time    out  ^&ctAM&*rl~  (/frfff',s*i0 

o  single    or    multiple    logon.  p(ZornA.c^T 

Wang    has    a    wide    range    of    applications    software    developed    and 
implement  ed    through    specialized    third- par t  y    software 
p rovider s .        Wang    also    can    identify    numerous    publ ic- domain 
solutions    deve loped    by    our    government  a  1     cust  omers .        Solut  ions 
are    easy    to    modify    and    fit    the    needs    of    both     large    and    small 
government    cust omers .        Most     systems    are    designed    to    adapt     to 
va  rious    statutory    requ i rement s     through     the    use    of    t  able- driven 
parameters.        These    applications    are    currently    avai lable ,     but 
are    not    limited    to    the    following    government 
departmen ts /agencies/ functions : 

o  Chief    executive    &    elected    official 

o  Legi  s lat  ive / polic  y    development 

o  Civil     and    criminal    justice 

o  Integrated    financial    services    and    administration 

o  Human    services 

o  Mental    and    public    health 

o  Environment  a  1     services       I  D££C-*Li  /l£.      C/fe£$     k/7/£"2L£T 

o  Public    works  /    W/&J&.  SYS  f<^^±      S^H/CQ 

o  Education  /    ,.  .    ■         .^^     ,. 

.  /    (j-cJ&as^  Si  errors    i+u  *j  0  ,UiX& 

o  E conom ic    development    / 

o  Public    safety.  /      **     TitoxsA-tfZS  /HifO  /Hj^oiu  eC 

Integration  Requirement 

The  project  requires  r»ulti -vendor  networking  capabilities, 

data  access  and  inquiry,  and  integrated  EP/WF  capability  using 
electronic  ir.ail.   Yenc'cr  rust  demonstrate  seamless  bridges 
into  industry  standard  protocols,  which  will  enable  the 
managers  and  professional  staff  tc  use  and  analyze  appropriate 
information,  regardless  of  where  that  information  resides. 
Vendor  must  also  allow  users  to  integrate  information  frcn 
spreadsheets,  word  processing,  data  processing,  etc.  intc  a 
meaningful  report  or  other  fornat  and  send  and  exchange  that 
information  among  appropriate  users  and  departments. 


Wang    Response 


.£■ 


Viang's    systems    are    designed    to    enable    you    to    maximize     your 
past    investments    in    existing    Wang    and    non- Wang    syst ems .        The 
Wang    solution    empl oys    an    integrated    strategy    for    1  a rge- s ca le 
systems    networking .        Wang    Syst  ems    N  et working    makes     transparent 
the    differences    in    the    local     and    vside    area     networking 
protocols ,     therefore    providing    seamless    communicat ions    across 
the    entire    organization.        Wang    not    only    connect  s    the 
government's    network     through    multi-vendor    integration,     but 
also    provides    the    ability    to    manage    and    administer     the    network 
as    we  1 1 . 


Wang's  solution  accomplishes 
Management  Facility,  which  m 
implement  at  ion  within  the  bu 
All  network  management  can  b 
operator's  console  or  decent 
level  to  terminal.  The  oper 
new    versions    of    code,     all     fr 


this    by    means    of    the    Distributed 
anages    both     the    Wang 

ilding    and    the    wide    area    netvrork. 
e    centralized    at     the    system 
ralized    as    required,     from    host 
ators    can    run    backups    and    do wn load 
om    the    network    control     center . 
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As    to    standards ,     Wang    soluti 
generally    accepted    industry 

o  SNA/SDLC 

o  RJE     3777 

o  2780/3780 

o  CCITT    X.25 

o  IEEE     802 . 3 


ons    conform    to    de    facto    and 
standards,     including: 


o 
o 
o 


TTY 
VT1  0  0 
LU6.  2 


Zlfc/t 


4»*<     ISM 
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A     key    set    of    Wang    Systems    Networking    a^ppri~i  c  a~tri-QJis    to    be 
provided    as    part    of    this    solution    is {Wang    OFFICER) 
Applications    include  : 


o  E lect  ronic    mail 

o  Event    scheduling 

o  D ocument     filing    and    retrieval 

o  Cross-library    summary    and 

words- in- text    searching 

capabi 1 i ties 
o  Comput er-ba sed    training 

for    all    features. 


Mx~     tJ    *"*) 


document    files    c  reated  '  on    the    system    can    be    transmitted    to 
and    non-Wang    systems    by    means    of    commonly    available 
transport    products ,     including    mult ipoint , 
I  t,     X  .25    and    Wang    Band. 
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rust  provide  application  development  tools, 

ivity  tools  and  the  ability  to  effectively  manage 

es,  and  an  easy-tc-use  and  powerful  inquiry  tool  and  a_d 

ort  generator.   N on -technical  users  must  be  able  to  use 

ess  them.   This  government  considers  it  essential  to 

te  current  applications  backlog,  and  to  be  responsive  to 

ental  requests  for  systeir  enhancements  and  new 

tions.   An  important  goal  is  to  reduce  input  redundancy 

ear.  line  management  of  databases.   Vendors  should 

their  capability  in  the  area  of  imaging  and  image 
ing,  especially  as  it  applies  to  the  wide  variety  of 
nd  documents  typically  stored  in  paper  form  or  on 
In.  . 


Wang    Response 

Wang's    fourth-generation    language,     PACE,     uses    a    relational 
DBMS    which    allows    the    entire    government    user    community    to 
share    select    data    pertinent    to    their    work    as    elected 
officials,     agency    managers ,     professional    staff,     etc. 


PACE 
Shad. 


appl i cat  i ons 
prog ramme r . 


s    unique    in    its    ability    to    manipulate    data,     text,     voice, 
age    files.        PACE    also    allows    users    to    develop    complet e 
without    needing    the    skills    of    a    p rofessional 


Wang,     as    part     of    the    strategic    relationship    we    propose,     will 
provide    a    comprehensive    needs    analysis    in    order    to    best    apply 
PACE    in    the    env ir onment . 


When    compared    to    traditional     development    methods ,     PACE 
provides    significant    reductions    in    application    deve lopment 
lead    times.        PACE    is    an    effective    tool     to    allow    government     to 
reduce ,     if    not    eliminate ,     its    applications    backlog    and    respond 
quickly    to    depa  rt  menta 1     data    processing    needs. 


WHS)     Wang's    Integrated    Image    System,     is    a    comp rehensive 
system    for    managing ,    p  rocessing ,     and    communicating    text,     data, 
and    imaging    information .        The    government    can    capture    documents 
in    image    form,     such    as    constituent    correspondence ,     case    and 
client    information,     tax    and    revenue    document s ,     land,     auto,     and 
other    regi  st  rat  ions ,     vital     statistics    records ,     etc.     that    are 
cur  rent ly    stored    in    paper    form. 


These    digitized    images    or     "photocopies"    are    quickly    and    easily 
retrieved    by    the    user    as    part    of    an    integrated    information 
system    through    a    single    workstation.        Along    with    access    to 
a    mainframe    window,     a    Wang    VS    window   provides    the    government 
professional     all     the    document  at  ion    necessary    to    provide 
service    or    make    a    decision    or    recommendat ion . 

As  government  anticipates  that  information  processing 
requirements  will  significantly  increase  over  time,  vendor 
must  describe  growth  path  for  CPU's,  peripherals,  and  software. 


Wang    Response 


Wang's  family  of  VS  32-bit  processors  provides  you  a  seaml 
upgrade  path,  allowing  you  to  use  the  same  workst  at  ions  an 
peripherals    as    you    upgrade    CPU's. 


^ 
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For    more    than    a    decade,     Wang    has    maintained    a    consistent     use. 
interface.       Additionally,     because    of    our    architecture    and 
corporate    commitment     to    preserving    our    customers  '     investment 
in    applications    software,     only    minor    changes    are    required    to 
run    p  rog  rams     that    may    be    ten     years    old. 

Wang's    design    strategy    has    also    historically    been    sensitive 
human    factors.        Therefore ,     Wang    will    offer    a    solution    which 
does    not    requ i r e    replacement    of    familiar    s  yst  ems    or 
c o mp licated    retraining    as    the    system    grows. 


Government  wishes  to  employ  state-of-the-art  voice  response 
capability.  Vendor  should  describe  their  offerir.ps  in  this 
technology . 


Wang's    Response 
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Wang's    solutions    incorporate    leading-edge    constituent    access 
capabilities.        Wang    STEP     (Speech    and    Telephony    Env ironment    f< 
Programmers)     transforms    a    constituent's    telephone    into    a 
vehic le    to    access    database    information.        Constituents,     throut 
their     touch-tone     telephones,     are    able     to    access    information 
relevant    only    to    their    particular    needs,     such    as    case    status 
information,     pension    fund    information,     bill     status,     schedule 
of    events,     forms    ordering,     etc.        In    addition,     Wang    is    ready 
work    with    government     to    develop    a    broad    range    of    public 
information    syst ems ,     public    irput    mechanisms    on    a     variety    of 
government  a  1     issues,     and    increase    first-hand 
constituent- government    communications. 
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WANG 


,1    1-800-522-KANC 


Wang    Makes    it    Work. 


THE  FORBES  500s  ANNUAL  DIRECTORY 


FOUR  DOLLARS  SEVENTY-FIVE  CENTS 
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This  is  the  sixth 

largest  economic 

power  in  the  world. 

But  not  for  long. 


Wang    Response 
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Wang's    family    of    VS    32-bit    processors    provides     you    a    seamles. 
upgrade    path,     al lowing    you    to    use    the    same    workstat ions    and 
peripherals    as    you    upgrade    CPU's. 

For    more    than    a    decade,     Wang    has    maintained    a    consistent     use. 
interface.       Additionally,     because    of    our    architecture    and 
corporate    commitment     to    preserving    our    customers  '     investment 
in    applications    software,     only    minor    changes    are    requi red    to 
run    p rog rams    that    may    be    ten    years    old. 

Wang's    design    strategy    has    also    historically    been    sensitive 
human    factors .        Therefore ,     Wang    will     offer    a    solution    which 
does    not    require    replacement    of    familiar    s yst ems    or 
com pi i cat ed    retraining    as    the    system    grows. 


Government  wishes  to  employ  st ate-of -  the- 
capability.  Vendor  should  describe  their 
technology. 
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Call    1-800-522-kANC 


Wang   Makes    it    Work.. 


Welcome  to  The  Californias. 
America's  wealthiest,  fast- 
est-growing market  Five 
hundred  and  fifty  billion 
dollars  last  year  Up  40% 
in  the  past  four  years. 

We  just  passed  Britain 
and  Italy  on  our  way 
to  becoming  the  4th 
largest  world  eco 
nomic  power  by  £ 
the  year  2000. 


Asia  now  surpasses  its 
trade   ^with Europe. 

than  a 
hundred 


Welcome  to 
thefast 
lane.  A  third 
of  America's  high 
technology  companies 
are  here.  More  than 
2,000 -companies  have 
started  or  expanded  op- 
erations here  in  the  past 
five  years. 

Start  with  a  three  trillion 
dollar  edge:  A  front  row 
seat  on  The  Pacific  Rim. 
United  States'  trade  with 


billion  _ 

dollars  of  ~ 

foreign  trade  comes 
through  The  Californias. 

If  you  're  looking  for  an  un- 
reasonable market  sham, 
you  have  to  be  here. 


And,  forget  that  business 
about  "the  right  place  at 
the  right  time!' If  you're  in 
the  right  place,  it  doesn't 
matter  what  time  it  is. 


TheCalifornias 


California  Department  of  Commerce  •  1121  L  Street,  Suite  600 
Sacramento,  CA  95814  'Telephone:  (916)  322-1394 

California  Office  of  Trade  and  Investment 
1-14-15 Akasaka,Minato-ku  •  Tokyo  107,Japan 

California  Office  of  Trade  and  Investment 

14  Curzon  Street  •  London,  Wl  Y7FH  United  Kingdom 
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DISCIPLINE 

Good  times  tempt  insurance 
companies  to  overreach  themselves. 
Like  investors  on  margin. 

Yet  bulls  and  bears  are  present  in 
every  business,  insurance  included. 

When  the  down  side  of  the  insur- 
ance cycle  comes,  insurers  often 
lose  their  resolve.  They  chase  after 
volume  and  fool  themselves  on 
reserves,  causing  rates  to  fluctuate 
wildly.  Long-term  planning  becomes 
impossible  for  insurance  buyers. 

Fireman's  Fund  believes  in  disci- 
pline during  good  times  as  well  as 
bad.  Discipline  means  building 
capital  and  preserving  it  so  we  can 
provide  the  necessary  insurance 
from  one  cycle  to  the  next 

It  means  writing  only  one  kind  of 
insurance  —  property  and  casualty. 
It  means  insuring  only  risks  we 
understand.  It  means  asking  a  fair 
price.  It  means  keeping  our  balance 
sheet  in  order. 

Discipline  also  means  maintain- 
ing a  strong  relationship  with  our 
select  group  of  independent  agents. 
We  must  prove  ourselves  to  them 
each  day.  When  they  recommend 
Fireman's  Fund,  you  know  they  are 
recommending  the  best  insurer  for 
their  clients' needs. 

Today  we  have  nearly  $10  billion 
in  assets.  We  are  stronger  and  more 
disciplined  than  ever.  And  though 
we  may  not  be  able  to  eliminate  the 
insurance  cycle,  we  are 
making  every  effort  to 
cushion  you  from 
its  effects. 

FIREMAN  S  FUND 

INSURANCE  COMPANIES 

125  years  oftomonvirs. 


Smart  networkingnot  only 

givesyou  computers  trattalk,it  gives 

you  computers  worth  listeningto. 


Networking  is  the  key  to  maximizing 
your  investment  in  personal  computers.  But 
there's  a  lot  more  to  it  than  simply  wiring 
PC's  so  they  can  "talk"  to  each  other. 

Fortunately,  help  is  only  a  phone 
call  away. 

Because  at  NYNEX  Business  Centers 
we  specialize  in  designing,  engineering  and 
installing  networking  solutions  that  go  far 
beyond  simple  communications. 


The  answer  isNYNEX. 


camPAa 


NYNEX  Business  Centers  ojjer  LAN  hardware  and 
software  from  IBM.  Novell,  Apple  and  3Com.  We  also  sell 
a  complete  line  of  PC  hardware 
and  software  from  IBM,  Apple  and 
COMPAQ 

We  back  these  systems 
with  (ruining,  service  and  technical 
support 

Our  prices  are  competitive 
and  we  ojjer  a  variety  of  financing 
solutions,  including  leasing. 

For  the  NYNEX  Business  Cenier  nearest  you,  call  loll  free 

1-800-346-9X9X 

extension  3086. 


We're  part  of  one  of  the  world's  largest 
communications  companies.  We  offer  hard- 
ware and  software  from  the  best  names  in 
the  business.  And  we  back  our  sales  with 
sophisticated  technical  support,  including 
either  on-site  or  remote  diagnostics  from 
our  own  team  of  systems  engineers. 

We  can  make  doing  what  you  do 
faster,  clearer  and  more  insightful,  because 
we  design  systems  that  allow  you  to  work 
with  information,  not  just  look  at  it. 

And  that's  exactly  what  a  smart  net- 
work should  do. 

So  give  us  a  call  and  we'll  show  you  a 
few  ideas  guaranteed  to  get  your  attention. 
And  it  won't  be  just  a  lot  of  talk. 


NYNEX 


Business 
Centers 


IBM.  COMPAQ,  and  Apple  are  registered  trademarks  of  International  Business  Machines  Corporation,  COMPAQ  Computer  Corporation,  and 
Apple  Computer.  Inc  respectively.  NYNEX  is  a  mark  of  NYNEX  Corporation.  ©  1988  NYNEX  Business  Information  Systems  Co. 
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By  Laura  Jereskt 

A  niche  in  personal  computers  enabled  Neeco  to  show 
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By  Ben  Weberman 
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/)'i  Richard  C  MoratS 
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"Management  must  guide  the  forces  of  change..." 

—  John  W.  Teets,  Chairman 


For  a  copy  ol  Greyhounds 
latey  te  to 

Relations, 
1618  Greyhound  ~>  ■ 

;!077 


The  Greyhound  Corporation  has  been  recast  From 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  |ob  of  management  always  has  been  to  see  the 
company  not  as  it  is,  but  as  it  can  grow  to  be  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program. 

Hard  choices  were  faced;  tough  decisions  were 
made.  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  company's  nationwide  bus  line,  were 
divested  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acquired 

For  example,  Purex  household  and  laundry  prod- 
ucts were  added  to  the  personal  care  and  packaged 
foods  brands  of  Greyhounds  Dial  Corporation.  Premier 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched  Dobbs  food  service  for  air 


- 


travelers  was  acquired,  complementing  Greyhound's 
existing  airport  and  food  service  businesses.  General 
Motors'  RTS  transit  bus  manufacturing  and  parts  opera- 
tion was  purchased  to  expand  Greyhounds  top-ranked 
intercity  coach-building  business. 

Today  Greyhound's  four  business  segments  — 
consumer  products,  services,  transportation  manufac- 
turing and  financial  —  produce  revenues  at  a  $3  billion 
annual  rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day. 

The  Greyhound  Corporation 
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Faces  behind  the  figures 


The  Forbes  500s  team 


Richard  Bowditch 


Lists  are  a  dime  a  dozen  these  days.  Buy  some  databank  num- 
bers, press  a  few  computer  keys — and  anybody  can  make  a  list, 
the  1,000  this,  the  500  that,  the  200  whatever.  But  in  this  day  of 
20-megahertz  PCs  and  200-megabyte  disk  drives,  the  Forbes 
500s  issue  demands  as  much  handcrafting  as  it  ever  did.  For  it  is 
not  just  a  mechanical  ordering  of  numbers,  but  a  highly  judg- 
mental measurement  of  corporate  heft  and  profitability. 

Should  GM's  E  and  H  stock  be  included  in  total  market  value 
of  common  shares?  Is  Continental  Illinois  an  old  stock  or  a  new 
issue?  Does  Himont,  a  U.S.  company  81%  owned  by  an  Italian 
firm,  qualify  for  inclusion?  The  Forbes  500s  are  more  than  mere 
listings;  they  are  statistical  journalism. 

Whatever  the  speed  of  a  microchip,  the  day  when  computers 
can  answer  such  questions  is  distant.  And  so,  as  deadlines 
neared,  Forbes  staffers  spent  their  workdays — and  work- 
nights — on  the  500s:  15  statisticians  and  analysts,  backed  up  by 
art  directors,  copy  editors,  proofreaders,  photocompositors  and 
programmers.  They  checked  stocks  for  splits,  dividends  for 
suspensions,  earnings  for  extraordinary  items.  Theirs  was  the 
task  of  upgrading  the  raw  data  produced  by  our  computers.  All 
this  under  the  knowing  direction  of  Donald  Popp,  our  chief  of 
statistics  and  a  27-year  veteran  in  statistical  journalism. 

Wouldn't  Popp's  life  and  his  staff's  be  a  lot  easier  if  we  did 
what  our  competitors  do:  publish  a  list  based  on  a  single 
criterion?  Simpler,  yes,  but  they  and  we  would  have  much  less 
to  be  proud  about.  For,  as  any  experienced  executive  well 
knows,  there  is  no  single  yardstick  of  corporate  importance.  By 
using  four  rankings — by  sales,  profits,  assets  and  stock  market 
valuation — we  reflect  the  multidimensional  nature  of  corporate 
reality.  The  rankings  begin  on  page  134. 


C/  Editor 
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THE  WORLD. 


NCE 


The  company  with  80  million  offices. 


I  very  home  in  America  has  a  mailbox. 
It  may  be  a  personal  statement  on  a  country 
road  or  simply  a  slot  in  a  door  in  the  suburbs. 
But  when  you're  Capital  1  folding,  oneol 
nation's  loading  direct  marketers  of  insur- 
mailbox  is  a  potential  office. 

t  marketing  to  sell  insurance 
me;  banking  products  to  millions  of 
nericans  through  three  ot 
National  Liberty  Corporation, 
ration  and  Worldwide 
up. 
.  iberty  uses  targeted  direct  mail, 


telemarketing,  newspaper  and  television  to  mar 
ket  life  and  health  insurance  for  its  subsidiaries, 
Veterans  Life  and  National  Home  Life. 

The  country's  leading  direct  marketer  of  life 
and  health  insurance,  National  Liberty  now  has 
more  than  2  million  policy  subscribers. 

Our  direct  marketing  expertise  has  also 
helped  produce  dramatic  growth  for  Capital 
1  folding's  consumer  banking  affiliate,  First 
Deposit  Corporation. 

Using  targeted  direct  mail,  First  Deposit 
has  attracted  more  than  300,000  customers  for 
its  First  Select n'  VISA  cards  and  other 


. 


credit  and  deposit  products. 

And  Worldwide  Insurance  Group,  our 
newest  company,  uses  mail  and  telephone  sales 
to  offer  auto  and  homeowners  insurance  to 
prospective  customers. 

These  new  approaches  to  marketing  insur- 
ance and  consumer  banking  products  are 
examples  of  the  innovative  thinking  that's  helped 
Capital  Holding  Corporation  grow  into  a  finan- 
cial services  company  with  over  $10  billion  in 
assets. 

If  you  want  to  see  more  of  our  numbers, 
write  Irv  Bailey,  President  and  CEO  of 


Capital  Holding  Corporation,  at  680  Fourth  Ave., 
Louisville,  Kentucky,  40202. 

Ask  him  to  send  you  a  copy  of  our  annual 
report. 

Then  watch  your  mailbox. 


CapitaMolding 

Money  managers  for  5  million  people. 

Capital  Initiatives  Corporation     Commonwealth  Life  Insurance  Company 

First  Deposit  Corporation     National  Liberty  Corporation 

Peoples  Security  Insurance  Company     Worldwide  Insurance  Croup 


am 


A  high  level 
neeting  place, 

a  personal, 
greeting  place, 
Campton  Place. 
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San  Francisco,  at  Union  Square 
(415)  781-5555 
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countries  add  $35  a  vear  to  US  rate 
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Labor 
drives  up 

Aug.  24,  1987 


Only  nine  months  ago  Forbes 
pointed  to  the  industrial  rejuve- 
nation along  Route  75,  a  four-lane 
stretch  from  Sault  Sainte  Marie, 
Mich,  to  Miami.  It  had  recently  at- 
tracted an  estimated  15%  of  Ameri- 
ca's capital  spending  on  manufactur- 
ing. One  reason:  The  road  allowed  for 
an  escape  from  quarrelsome  unions. 

No  more.  Labor  has  begun  actively 
organizing  along  Route  75,  particular- 
ly in  Kentucky  and  Tennessee.  The 
area  is  plausible  ground.  A  recent  sur- 
vey of  target  firms  by  the  AFL-CIO's 
Industrial  Union  Department  includ- 
ed about  1,130  manufacturers  within 
100  miles  of  Nashville.  One  major 
target  is  Nissan's  Smyrna,  Tenn. 
plant,  within  a  few  hours  of  Komatsu's 
new  Chattanooga  plant  and  Toyota's 
plant  near  Lexington,  Ky.  Also  report- 
edly on  the  list  are  dozens  of  auto  parts 
suppliers,  Northern  Telecom  and 
Nashville  Electric  Service. 

The  unions  are  already  winning.  Of 
19  Tennessee-area  elections  held  by 
AFL-CIO  unions  last  year,  they  won 
13.  Management  lost  at  Kingsport's 
2,000-worker  Arcadia  Graphics  plant 
and  a  650-worker  General  Electric 
plant.  The  AFL's  new  alliance  with 
the  Teamsters,  known  for  its  organiz- 
ing skill,  does  not  hurt. 

Thus,  law  firms  like  New  York's 
Jackson,  Lewis,  Schnitzler  &  Krup- 
man  and  Nashville's  King  &.  Ballow 
arc  advising  clients  to  pursue  positive 
employee  relations  programs. 


No  growth 

railroads 

June  30,  1S)86 


erful  truckers.  Railroaders  figured  that 
union  givebacks  and  big  investments 
in  computer  controls  could  raise  prof- 
its at  least  $300  million  a  year.  Forbes 
predicted  that  rails  could  well  re- 
emerge  as  a  growth  industry. 

Wrong.  The  railroads'  prospects 
now  look  grim,  says  Isabel  Benham, 
head  of  New  York's  Printon,  Kane 
Research  and  the  grande  dame  of  rail- 
road analysts.  The  rails'  average  re- 
turn on  investment  fell  from  5.7%  in 
1984  to  only  2.61%  in  the  12  months 
ended  Sept.  30,  1987.  During  the  same 
period,  the  industry's  average  cost  of 
capital  was  far  higher — ranging  from 
12%  to  18%.  "The  railroads,"  she 
concludes,  "are  eating  themselves." 

Why  the  poor  results?  Railroad 
wage  costs  were  47%  of  revenues  in 
1987,  despite  buyout  and  early  retire- 
ment programs.  And  although  the 
rails  carried  a  record  948  billion  ton- 
miles  last  year,  they  are  actually  los- 
ing ground  against  trucks.  Even  as  the 
rails  were  cutting  rates  to  compete, 
their  share  of  intercity  freight  dollars 
was  dropping — from  22%  of  the  total 
in  1981  to  only  16%  in  1986. 

Worse  is  yet  to  come,  Benham 
warns.  Yet  Wall  Street  seems  uncon- 
cerned: On  the  basis  of  asset  values, 
rails  are  trading  at  P/E  ratios  of  9  to 
35,  versus  an  average  14  for  the  Dow 
Jones  transportation  index. — A.A.L. 


Sinking 
money 

Mar  23,  1987 


The  major  railroads  hoped  in  1986 
that  gains  in  productivity  since  the 
industry's  19S1  deregulation  would 
help  them  compete  better  against  pow- 


Within  a  few  years  after  tycoon 
Malcom  McLean  built  12  huge, 
slow-steaming  containerships  at 
South  Korea's  Daewoo  Industries  for 
S570  million,  his  U.S.  Lines  had  lost 
$237  million  because  of  lean  traffic 
and  heavy  competition.  Forbes  ex- 
pected lenders  who  had  fought  to  fi- 
nance him  to  pay  for  his  ambition. 

The  bills  are  now  coming  in.  Only  a 
partnership  with  a  first  lien  of  $154 
million  on  the  12  ships,  including 
arms  of  Citicorp,  Chemical  Bank  and 
Bank  of  America,  will  recoup  much. 
How?  The  banks  formed  a  limited 
partnership  that  bought  the  ships  last 
year  (at  auctions  restricted  to  U.S. 
buyers)  for  about  $48  million,  which 
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ARAMIS  ANNOUNCES 


FRAG  RANCE    FREE 


\NTI-AGING  SUPPLEMENT 


It  can  make  a  man's  skin  firmer,  smoother 
and  younger  looking  in  3  weeks. 


rA(^  I  bl  A  support  system  for  skin 
at  risk  due  to  age,  stress  or  neglect.  Gives 
skin  stamina  to  resist  the  appearance 
of  lines  and  sagging.  Firms  and  tightens. 
Helps  age-thinned  skin  restore  itself  to 
a  younger,  smoother  look. 


ARAMIS  LAB  SERIES  •  FRAGRANCE  FREE 
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OOYEAR 
JARANTEE 

No  one  can  guarantee  they'll  be  in  business  forever.  But 
for  the  past  100  years,  Telautograph  Corporation  has  been 
supporting  its  customers  with  excellent  facsimile  products 
backed  by  responsive  service.  And  that's  a  commitment 
we're  making  for  the  next  100  years. 

Our  Omnifax  line  of  digital  fac- 
simile consistently  earns  top  rat- 
ings when  it  comes  to  reliability,  ^ 
service,  price  and  perform- 
ance. For  more  information  or  * 
a  demonstration,  CALL  TOLL 
FREE  800-221-8330. 


Many  are  Called 
Few  are  Chosen. 


Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 
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MANAGEMENT 
RECRUrTERS* 

JSO  olfice*  nationwide 


they  will  recoup  under  their  lien.  Af- 
ter selling  the  ships  to  CSX'  Sea-Land 
for  some  $160  million,  they  will  have 
recouped  in  excess  of  90%  of  their 
costs  after  interest  and  maintenance 
expenses. 

But  Daewoo  will  lose  $180  million. 
Prudential  Insurance  and  General 
Electric  Credit  will  together  lose  $114 
million.  (Pru  also  had  a  $93  million 
lien  on  eight  other  ships  but  will  lose 
at  least  $37  million,  partly  because  it 
had  misstated  its  lien  as  $93,000.) 

The  winner?  Sea-Land.  The  compa- 
ny stayed  clear  of  the  auctions  last 
year,  but  will  now  pay  only  28%  of 
McLean's  cost,  enabling  it  to  retire 
inefficient  ships  and  raise  capacity 
some  4% . — Ignatius  Chithelen 


Arts  and 
finances 

fufy  2,  1984 
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When  Cleveland  reopened  two  el- 
egant 1920s  theaters— the  Ohio 
in  1982  and  the  State  in  1984 — city 
fathers  hoped  that  the  big  downtown 
restoration  project  would  eventually 
attract  1  million  patrons  per  year. 
Forbes  thought  the  plan  would  bene- 
fit nearby  business  and  real  estate  but 
wondered  if  the  new  Playhouse 
Square  Center  could  sustain  itself. 

So  far,  so  good.  When  a  six-year 
campaign  to  support  the  theaters  end- 
ed in  1986,  businessmen  had  contrib- 
uted 24%  of  the  $38  million  raised. 
The  rest  came  from  governments, 
foundations  and  individuals. 

Now  the  area  is  booming.  The  the- 
aters are  home  to  the  Cleveland  Opera 
and  Ballet  and  put  on  local  produc- 
tions such  as  Gospel  at  Colomts,  now 
on  Broadway,  and  tours  of  Broadway 
shows.  The  number  of  businesses  in 
the  area  has  risen  over  22%,  and  the 
average  price  of  office  space  some 
62%,  since  the  project  began  in  1980. 
After  a  third  theater,  the  Palace,  re- 
opens this  month,  spending  in  the 
area  could  rise  to  $17  million  a  year. 

To  cover  costs,  the  Center  presi- 
dent, former  Shubert  real  estate  direc- 
tor Lawrence  Wilker,  has  built  a  750- 
car  garage  and  sold  and  leased  out  land 
for  a  luxury  hotel  and  an  office  build- 
ing. Thus,  the  estimated  $1.7  million 
operating  deficit  is  80%  less  than  at 
Washington's  Kennedy  Center,  which 
is  the  same  size. — Katherine  Weisman 
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.  The  stock  market 
is  having  restless  days. 

It  doesn't  have  to 
lead  to  restless  nights. 


The  market  continues  to  toss 
and  turn.  But  the  forecast  for  business 
travellers  looks  considerably  better. 


Proof  of  this  can  easily  be  found 
by  consulting  a  leading  indicator:  reser- 
vations at  Hyatt®  Hotels.  Where  prudent 

companies 


We  invite  you  to  compare  our  competitive  corporate  rates. 

Seattle 

Los  Angeles 

Wash.,D.C. 

New  York 

Tampa 

Atlanta 

HYATT 

$89.00 

■  Hyatt  Seattle 

$105.00 

Hvari  at 
Los  Angeles  Airport' 

$155.00 

(Grand  Hyatt 
Washington  i 

$195.00 

(Grand  H\att 
Nov  York) 

$93.00 

Hyatt  Regency 
Tampa 

$124.00 

Hyatt  Regency 
Atlanta  I 

MARRIOTT 

$95.00 

$114.00 

$175.00 

$195.00 

$105.00 

$130.00 

WESTIN 

$115.00 

$138.00 

$155.00 

$215.00 

No  Hotel 

$135.00 

RITZ-CAR1TON 

No  Hotel 

No  Hotel 

$200.00 

$240.00 

No  Hotel 

$142.00 

Abow 

are  single  occupancy  corporate  rare*  confirmed  for  April  occupancy  for  Hyan  and  compeum 

e  hotels  in  eachcity.ifa 
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their  business  people  than  ever  before. 
Why  Hyatt?  Because  Hyatt's 
attention  to  detail  and  understated 
elegance  ensure  that  an  executive's 
performance  will  not  follow  any 
downward  trends. 

Our  Gold  Passport®  Frequent 
Traveller  Program  brings  a  myriad  of 
personal  incentives  to  even,'  business 


Urn 


aresending     trip.  And  our  rates,  you'll  notice, are 
more  of  highly  competitive.  With  service  that's 

known  to  be,  in  a  word,  unfaltering. 
Indeed,  if  more 
investments  would 
perform  as  reliably  as 
Hyatt,  everyone  would 
be  sleeping  much  easier. 


Hyatt 

TDUCH 


HYATT0HOTELS  &  RESORTS" 


Hyatt  Orlando  •  Hyatt  Regency  Dearborn  ( Detroit)  •  Hyatt  Regency  Washington  (D.C.)*  Hyatt  Regency  San  Francisco  •  Hyatt  Regency  Crown  Center  (Kansas  City) 


For  reservations  at  more  than  90  Hyatt  Hotels  in  North  America  or  over  40  Hyatt  International  Hotels,  call  1-800-228-9000,  or  your  travel  planner. 

Hyau  HoteKand  Resorts  encompasses  hotels  managed  or  operated  by  Iwo  separate  companies  -Hyatt  Holds  Corp  and  Hyatt  International  Corp. 
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Stockman  walks, 
Salomon  grins 


Worshipful  reporters  heralded  David 
Stockman's  recent  move  to  Black- 
stone  Group  from  Salomon  Brothers 
as  a  "stunning  coup"  and  "a  notable 
victory"  for  Pete  Peterson  and  his  in- 
vestment banking  outfit.  Maybe,  but 
no  tears  were  shed  at  Salomon.  Stock- 
man's name  may  elicit  admiration 
from  the  media,  but  it  probably  drew 
few  dollars  to  his  erstwhile  employer. 
Wall  Street  sources  are  hard-pressed 
to  list  Stockman  accomplishments  at 
Salomon  during  his  two  years  there  as 
a  managing  partner. 

When  the  Reagan  Administration 
refugee  cleared  his  desk  at  Salomon, 
he  left  no  deals  half-finished,  he  took 
no  clients  with  him,  but  he  did  leave 
Salomon's  overhead  lower  by  his 
compensation — rumored  to  approach 
$1  million  a  year.  Hope  Pete  Peterson 
gets  his  money's  worth  in  publicity 
because  it  wasn't  much  of  an  invest- 
ment banker  he  hired. 

Squeeze  play 

For  the  second  time  in  five  years, 
shareholders  of  the  old  Baldwin-Unit- 
ed company — now  Phlcorp — may  be 
getting  sandbagged  by  creative  ac- 
counting techniques. 

Here's  the  story:  Leucadia  Nation- 
al, a  consumer  finance  and  insurance 
holding  company,  gained  a  control- 
ling 39%    interest  in  Phlcorp  as  it 
emerged    from    bankruptcy    in    late 
1986  There  wasn't  much  left  to  the 
company  then:  S&H  Green  Stamps,  a 
insurance  business  and  enough 
lielter  $235  million  of 
Leucadia's  hot  for  the  rest  of 
Since  January  it's  been 
are  for  additional  mi- 
le ind  has  so  far  pulled  in 
ares,  bunging  its  stake 
why  so  many 


MuSraUans  bv  Patrick  McDonnell 


shareholders  tendered:  Phlcorp  sold  as 
low  as  23A  after  the  October  crash. 

But  maybe  the  tendering  sharehold- 
ers were  not  fully  aware  of  a  certain 
asset.  Deep  among  Phlcorp's  assets 
are  notes  from  Empire  Mutual  Life 
Insurance,  entitling  Phlcorp  to  about 
75%  of  Empire's  income  in  exchange 
for  a  one-time  cash  infusion  of  $27 
million  that  Phlcorp  made  into  Em- 
pire in  1980.  Late  last  year  the  note, 
including  accrued  income,  was  worth 
some  $55  million.  But,  in  its  Phlcorp 
offering  circular,  Leucadia  valued  the 
company's  Empire  holding  at  cost — 
$25  million.  On  that  basis,  Leucadia 
diluted  Phlcorp's  per-share  book  val- 
ue from  about  $5  to  $2. 

But  all  is  not  lost  for  Phlcorp  stock- 
holders. Phlcorp  is  a  Pennsylvania 
corporation,  and  state  law  requires 
that  minority  shareholders  approve 
takeovers.  Meaning  they  still  have  le- 
verage to  make  Leucadia  raise  the 
ante. — Laura  (ereski 

Are  the  knives  out 
for  Kelso? 

Rumors  say  Time  Inc.  wants  to  sell 
Scott,  Foresman,  an  educational  book 
unit  purchased  in  1986.  Although  the 
company  declines  to  comment,  the 
divestiture  makes  sense  from  several 
perspectives — not  the  least  of  which 
involves  internal  politics  at  the  big 
publishing  house.  Selling  Scott,  Fores- 
man  would  be  a  put-down  for  Kelso 


Sutton,  once  a  powerhouse  at  the 
company  but  more  recently  exiled  to 
Time  Inc.  Books.  Sutton's  star  sank 
because  he  was  in  charge  of  Time's 
TV-Cable  Week  blunder  in  1983, 
which  cost  $47  million.  Sale  of  a  ma- 
jor part — 24% — of  his  remaining  fief- 
dom  would  further  sink  his  prestige. 

And  that  ain't  broccoli 

spectre — the  Special  Executive  for 
Counterintelligence,  Terrorism,  Re- 
venge, Extortion — as  James  Bond  fans 
know,  is  the  ruthless  criminal  group 
that  Agent  007  battles  in  his  flicks. 
But  that's  just  Hollywood,  right? 

Maybe  not.  A  recent  ad  placed  in 
Variety  by  the  spectre  Corp.  warned 
all  those  involved  in  selling  James 
Bond  films  or  videos  that  they  may  be 
violating  copyright  law.  The  ad  has 
spectre  Chairman  Ernst  Stavros  Blo- 
feld,  no  less,  fondly  remembered  as 
the  bald  dude  with  the  white  cat,  an- 
nouncing his  exclusive  right  to  li- 
cense James  Bond  versus  spectre  ani- 


r.  Shop 


Sean  Cormery  as  007  in  Thunderball 
A  spectre  is  haunting  him. 

mated  films. 

Who's  the  mastermind  behind  spec- 
tre? Kevin  McClory,  a  longtime  film- 
maker now  situated  in  County  Gal- 
way,  Ireland,  who  co-wrote  the  origi- 
nal screenplay  for  Thunderlxill  and 
claims  to  have  introduced  spectre  to 
the  Bond  series.  As  Blofeld's  cocreator, 
McClory  thinks  he's  entitled  to  some 
007  profits  and  believes  U.S.  copyright 
law  can  help  him  win  his  long- 
running    legal    battle    against    Bond 
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Avoid  the . 
coning  recession. 


All  too  often,  as  your 
career  moves  forward, your 
hairline  moves  backward. 

In  fact,  30%  of  30  year 
old  men  experience  hair 
loss.  40%  of  40  year  olds. 
And  on  it  goes. 

,  If  you've  got  thinning 
hair.  New  Man®HairAddition 
is  a  great  solution. 


We  add  hairgradually  the 
same  way  you  lose  it.  So  you 
always  have  a  natural  looking 
head  of  hair 

If  you're  experiencing 
an  ongoing  recession,  don't 
let  it  leave  you  in  a  depres- 
sion. Instead,  talk  to  us. 

Call1-800-535-HAIRor 
send  in  the  coupon  today 


I  I  want  to  avoid  the  conning  recession. 
I Dl 

m  Name 

*  Address 

I  Otv 

I  State 

|«= 

I  New  Man  Hair  Addition 

I    6811  Flying  Cloud  Drive.  Eden  Prairie,  MN  55344     I 
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Robert  Half 

rated  best  by 

4  to  1  in  an 

independent 

national  survey 


Results  of  a  survey  by  Burke  Marketing 
Research  on  specialists  in  financial, 
accounting  and  bookkeeping  positions. 


#1 

63.9% 


II 


#2 
15.3% 


#3 
11.0% 


#4 
4.2% 


#5 
2.8% 


#6 
2.8% 


The  percentages  reflect  only  the  six  major  specialists 
in  financial,  accounting  and  bookkeeping  positions 


Personnel  directors  ol  a  en  >ss  section  of  large  corporations 
were  asked  this  question. 

hi  your  opinio)!,  of  the  personnel  recruiters  that 
specialize  in  financial,  accounting  and  bookkeeping 
positions,  which  one  is  best?" 

The  result:  Robert  Half  was  rated  best  b\  4  to  1  over 
the  next  national  specialist  in  financial,  accounting  and 
bookkeeping  personnel. 

Next  time  you  re  looking  for  the  best  accountants. 
financial  services  professionals  or  bookkeepers,  call 

eri  I  lalf.  the  specialist  rated  best  b\  per*  ninel  experts. 
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OUR  40th  YEAR 


1)0  offices  on  three  continents 


producer  Albert  (Cubby)  Broccoli. 
McClory  figures  that  the  series  has 
generated  some  $2  billion,  and  he 
wants  his  share.  The  Variety  ad  is 
McClory's  warning  shot.  Broccoli  did 
not  return  phone  calls.  And  United 
Artists,  distributor  of  the  Bond  se- 
ries, took  a  page  in  Variety  to  deny 
McClory's  claim.— Eric  Schmuckler 

Bond  traders 
ago  go 

When  was  the  last  time  your  boss 
gave  you  a  free  trip  to  Italy?  Well, 
according  to  Forbes'  sources,  that's 
what  the  guys  and  gals  in  the  govern- 
ment bond  department  at  Massachu- 
setts Financial  Services  recently  got. 
Why?  Because  they  did  such  a  bang-up 
job  launching  the  MFS  Intermediate 
Income  Trust,  the  $2  billion  closed- 
end  bond  fund  brought  out  last 
month.  From  their  employer's  point 
of  view,  they  deserved  the  reward. 


The  bond  desk  denizens  aren't  the 
only  winners  here.  MFS  itself,  as  trust 
manager,  will  take  fees  this  year  of 
around  $16  million — as  much  as 
0.89%  of  assets.  This,  even  though 
MFS  will  pretty  much  buy  intermedi- 
ate Treasurys,  for  which  you'd  pay 
0.125% — once — if  you  bought  them 
through  your  broker.  No  free  trips  for 
the  investors. 

Patrick  in  pinstripes 

Don't  feel  sorry  for  Pat  Rooney  just 
because  he's  been  convicted  of  in- 
come tax  conspiracy.  While  awaiting 
sentencing,  he  is  still  drawing  a 
$300,000  "consultant"  salary  at  Ser- 
vice Resources,  the  financial  printing 
and  office  services  company  he  ran 
not  so  long  ago.  Furthermore,  he  got 
stock  options  on  100,000  Service  Re- 
sources shares  in  December,  perhaps 
to  buck  him  up  in  the  face  of  the 
government's  indictments. 
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Actually,  Hercules  had  it  pretty 
easy  with  the  Hydra.  He  simply 
knocked  off  the  outer  heads,  and 
then  buried  the  central,  immortal 
head  under  a  rock. 

Unfortunately,  struggling  with 
modem  management  problems, 
like  productivity  improvement, 
can  be  tougher  than  the  Hydra. 

That's  why,  when  modern 
management  looks  to  improve 
productivity,  they  look  to  us. 

We've  enhanced  productivity 
for  half  the  top  1000  companies 
in  America.  In  addition,  we've 
worked  in  25  countries  overseas. 
And  we  don't  just  improve  profits. 
We  also  improve  quality. 

On  average,  our  clients  realize 
a  400%  return  on  their  investment 
in  the  first  year  after  installation. 

Recently,  we  worked  with  a 
large  manufacturer  who  holds  a 
dominant  industry  position.  We 
developed  and  installed  employee 
training  programs  and  set  produc- 
tion goals  which  increased  produc- 
tivity by  more  than  one-third,  while 
I  reducing  overtime  by  about  50%. 
Now  even  more  competitive,  the 
company  has  increased  its  pres- 
ence in  the  international  market. 


Alexander  Proudfoot 

The  Power  of  Productivity 


I  unded  1946  Executive'oflices:  249  Royal  Palm  Way,  Palm  Beach,  FL,  33480.  Operating  in  the  United  States,  Canada,  Mexico,  Brazil, 
reat  Britain,  France,  Federal  Republic  of  Germany,  Italy,  Spain,  Portugal,  Sweden,  Denmark,  Ireland,  Luxembourg,  The  Netherlands. 
I  Belgium,  Australia,  Hong  Kong.  Malaysia,  Singapore,  and  soon  in  Taiwan  and  Thailand.  In  Florida  or  Canada,  call  305-655-9300. 


If  you'd  like  to  hear  how  we 
might  work  for  you,  call  us  at  800- 
843-4877.  We  think  it's  the  most 
productive  move  you  can  make. 


Car  and  Driver  calls  it  one  of  the 
ten  best  cars  in  the  world. 


We  simply  ca 


the  Ford  Taurus.  But  then,  there's  a  lot  to  be 
said  for  ah  automobile  that  offers  world-class 
style  and  performance  as  well  as  world- 
renowned  value. 

It's  driven  Car  and  Driver  magazine  to 
i  uie  oi  the  ten  best  cars  in  the  world 
t might.  It  moved  Road  fr  Truck  to 
t  he  ten  best  values  in  the  world 


out  of  cars  sold  in  the  U.S.  (including  the 
Honda  Accord  LXi.  Mazda  626,  and  Nissar 
Maxima  SE).  And  as  Motor  Trend  simph 
it:  "We  should  all  stand  up  and  applaud." 

People,  like  Road  8r  Track,  are  impress^  I 
by  its  available  V-6  power  (along  with  its  m 
3.8L  engine)  and  its  sophisticated  4-wheel 
independent  suspension.  So  many  people,  i 
fact,  that  Taurus  now  outsells  every  single  i| 


Road  &  Track  calls  it  one  of  the 
ten  best  values  in  the  world. 


Ford  Taurus. 


!  competition  makes.*  Proof  that  its  celef- 
ited  design  has  impressed  more  than  just 
emotive  editors. 

And  with  Ford's  continuing  dedication  to 
sign  leadership,  we  fully  expect  the  success 
the  Taurus  sedan  and  wagon  to  go  on  and 
.  And  so.  we  imagine,  will  the  experts' 
lise. 

For  more  information  on  Ford's  award- 


winning  Taurus,  call  1-800-622-4511.  9  am  to 
OpmF.ST 

'Based  on  or  model  war  manufacturer^  reported  retail  deliveries. 


Ford  Taurus. 


Have  vou  driven  a  Ford...latelv?^T  &ord 


Call  (or  Reservations  (619)  323-1773 

Outside  California  (BOO)  854-1298 

California  (800)  255-1773 


ARE^DURMEMOS 

SCORING  POINTS 

WITHDUR 

EMPLOYEES? 


'    D*  helps      *** 
•  ant  ideas  stand  out  from 

;•.         | 

.o  make  your 
\our  memos. 
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Business  Pcpers 
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Readers  Say 


Risky  venture 

Sir:  Your  article  ("It's  time  to  bust  up 
NASA,"  Feb.  8)  recklessly  character- 
izes NASA  as  "potentially  deadly" 
and  dismisses  the  almost  complete 
management  structure  overhaul  I 
have  instituted  as  an  empty  promise. 
The  whole  tone  is  a  denigration  of  the 
efforts  of  thousands  of  men  and  wom- 
en who  have  worked  for  more  than  30 
years  pressing  the  limits  of  techno- 
logical achievement.  It  is  now  and 
always  has  been  a  risky  venture,  and 
the  men  and  women  who  bear  the 
risks  understand  that.  The  nation 
must  not  let  the  Challenger  accident 
eclipse  the  achievements  of  the  past 
nor  stall  our  momentum  as  we  press 
on  to  the  challenges  of  the  future. 
— -James  C.  Fletcher 
Administrator, 
NASA 
Waslrington,  DC 


Tax  tips 

Sir:  "The  Forbes  tax  survival  guide" 
(Afar  7)  lists  several  "suggestions  on 
how  to  avoid  tax-complicating  trans- 
actions." One  suggestion,  "Don't 
make  charitable  contributions  of  ap- 
preciated property/"  is  quite  mislead- 
ing. Gifts  of  appreciated  property  have 
been  and  continue  to  be  the  most  tax- 
wise  method  of  making  charitable 
gifts.  The  donor  gets  a  charitable  de- 
duction for  the  full  market  value  of 
the  gift  and  does  not  pay  tax  on  any  of 
the  appreciation. 
— Danwl  II  Jamiesonjr. 
Princeton,  N.J 


Idee  fixe 

Sir:  Re  your  article  on  "How  Esprit  de 
Corp.  lost  its  esprit"  (Mar  21)  It 
seems  clear  that  Forbes  predeter- 
mined the  angle  of  the  article  prior  to 
collecting  the  material  and  wasn't  in- 
terested in  a  balanced  view.  Frankly,  I 
wouldn't  mind  whatever  article  ap- 
pears as  long  as  it  is  balanced  and  isn't 
prejudiced  by  some  "idee  fixe"  as  this 
appeared  to  be.  In  all  the  years  we 
have  dealt  with  the  press,  often  on  a 
nonparticipating  basis,  we  have  got- 
ten a  fair  shake. 

The  press  today  is  getting  a  lot  of 
backlash  from  its  overwhelming  zcal- 
ousness,  i.e.,  Gary  Hart,  Dan  Rather 
and  so  forth.  I  find  Forbes'  actions  to 


be  mounting  up  to  just  such  a  thing. 

— Doug  Tompkins 

Chief  Executive  Officer, 

Esprit  de  Corp. 

San  Francisco,  Calif. 


Separated  at  trirth? 

Sir:  I  couldn't  help  but  be  enamored 
with  Malcolm  Jr.'s  keen  observations 
of  character  based  on  the  smiles  and 
eyes  of  Carter,  Gephardt  and  Robert- 
son (Fact  and  Comment  II,  Mar.  21). 
One  might  go  so  far  as  to  say  that  with 
a  little  makeup  the  picture  of  Mr. 
Forbes  in  the  upper  right  of  the  col- 
umn would  bear  striking  similarities. 
— Albert  Goldfarb 
Clearwater,  Fla. 

Sir:  How  can  MSF  Jr.  expect  anyone 

to  take  his  column  seriously  after 

reading  his  asinine  discussion  about 

the  smiles  of  Gephardt,  Carter  and 

Robertson? 

— Paul  Greenslade 

Park  Ridge,  III. 


Superman  or  mild-mannered  reporter? 

Sir:  Isn't  there  more  than  a  passing 
similarity  in  the  smiles  of  M.S.  Forbes 
Jr.  and  Clark  Kent?  Will  Junior  one 
day  surpass  the  old  man  by  flying  with- 
out a  balloon? 
— Al  Geiersbach 
Milwaukee,  Wis. 

Our  apologies  to  Spy  magazine. — MSF 


Unfriendly  skies 

Sir:  Your  profile  of  American  Airlines 
Chief  Executive  Bob  Crandall  missed 
the  point  ("Calmness  itself, ".Urn-  _'/). 
The  refusal  of  European  carriers  to  list 
American  flights  on  the  reservation 
computers  hurts  every  U.S.  carrier. 
Americans  are  52%  of  transatlantic 
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e  Finest  Collection  of  Hotels  in  The  Worl< 


With  hundreds  of  hotels  around  the  world,  Trusthou 
can  offer  you  a  choice  whenever  you  tra\ 

But  each  hotel  jealously  preserves  the  individuality  which  1 
made  it  special. 

Whether  located  deep  in  English  countryside,  ■         ram 
verlooking  the  sea  in  beautiful  - 
Trusthouse  Forte  hotels  have  one  great  virtue  in  common. 

'  dication  to  the  standards  of  personal  service  that 


lern  fa 


amous. 


®  Trusthouse  Forte  Hotels 


AUSlKAi  J-.LCIOM 

NETHERLANDS  f». 


.'613    JAflAN,  (0J-   -'.- 
CANADA.  TOLL  FRU  I  -8u   . 


©  /988  MiisutosJu  Electm  An, 


MADE  IN  JARAN 

i 


And  California.  And  North  Carolina.  And  Georgia. 

A        1  f~\L  •      Just  because  a  product  says  Mitsubishi  on  the  front,  doesn't  necessarily 
/vQQ  Vy  illCX  mean  it  says  made  in  Japan  on  the  back. 

We  have  a  television  assembly  plant  in  Santa  Ana,  California.  A  semiconductor  assembly 
and  testing  plant  in  Durham,  North  Carolina.  A  television  and  cellular  mobile  phone 
assembly  plant  in  Braselton,  Georgia.  And  an  automobile  parts  plant  in  Cincinnati,  Ohio. 

We  employ  nearly  3,000  Americans.  We  buy  parts  and  materials  from  local  suppliers. 
And  we  do  our  best  to  strike  a  balance  between  imports  and  exports. 

So  even  though  our  home  base  is  in  Japan,  we  intend  to  be  a  positive  force  in  the 
American  economy  for  years.  A 

And  years.  And  years.  And  years.        ^  MITSUBISHI  ELECTRIC 


645  fi/th  /Vetmc.  Suite  505,  New  York.  NY  10022  For  a  complete  overview  of  the  Mitsubishi  Electric  America  group  of  companies,  call  (800)  556-1234  ext  245.  fin  California  (800)  441-2345  exi  245.) 


! 

£>»— - 


when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
late  had  been  a  top  property  insurer  for  54  years. 


When  Gustave  Eiffel  bci  ruction  on  his  thousand-foot 

tower  for  the  1889  many  thought  it  was 

impossible.  But,  in  lc  engineering  challenges, 

the  Eiffel  Tower  was  1  in  just  2  years.  And  when  the 

first  visitors  gazed  up  at  1  Allendale's  engineers  had 

been  pioneering  los:  logy  for  54  years. 

Today,  Allendale  is  itional  company  bringing 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


J 


Readers  Say 


travel,  but  a  considerably  lower  per- 
centage travel  U.S.  lines  in  part  be- 
cause of  reservation  blackout  rules. 

While  the  U.S.  rejects  outright  pro- 
tectionism, we  are  being  taken  to  the 
cleaners  by  our  trading  partners.  They 
essentially  operate  monopolies  while 
we  work  under  free-market  rules. 
—Edward  O.  Vetter 
Dallas,  Tex. 


Power  play 

Sir:  Nuclear  power  is  having  hard 
times  for  a  variety  of  reasons  ("Cau- 
tion: This  corpse  is  radioactive, "  Mar. 
7).  The  technical  shortcomings — 
which  are  not  common  to  all  utili- 
ties— are  being  corrected.  Nuclear 
power  has  a  vital  role  in  this  nation: 
reducing  our  dependence  on  hostile 
regions  for  our  basic  energy  needs. 
Speaking  from  a  position  of  concern 
for  the  protection  of  our  environment 
and  conservation  of  our  resources, 
this  issue — to  minimize  the  danger  of 
war — is  of  paramount  importance. 
—K.J.  Notz 
Oak  Ridge,  Term. 


Prison  problems 

Sir:  "Who's  punishing  whom?"  (Mar. 
21)  is  accurate  in  that  the  taxpayer 
spends  a  great  deal  of  money  incarcer- 
ating nonviolent  inmates.  The  For- 
tune Society  has  long  advocated  alter- 
natives to  incarceration,  not  only  for 
the  benefit  of  the  nonviolent  offender, 
but  for  the  taxpayer  as  well. 
— Richard  B.  Barthelmes 
Chairman, 
The  Fortune  Society 
New  York,  N.Y. 

Sir:  A  less  expensive  step  in  monitor- 
ing parolees  would  be  a  serial  number 
tattooed  prominently  on  their  fore- 
heads— a  modern-day  scarlet  letter. 
— Robert  San  Antonio 
Doylestoum,  Pa. 


Judge  for  sale 

Sir:  Re  your  article  concerning  rent-a- 
judge  in  California  ("Justice  delayed," 
Apr.  4).  Why  rent  one  there  when  in 
Texas  you  can  buy  your  own?  Is  "rent- 
to-own"  on  its  way? 
— Frank  A  Kos 
Spokane,  Wash. 
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Rank  Has  Its  Privileges 


Mount  Gay  Rum  ranks  as 
1   one  of  the  great  privileges. 
The  rum  of  choice  for  the 
few  who  discern  its  full, rich 
flavor  and  heritage  as  the 
oldest  and  finest  rum  in 
the  New  World. 


80  Proof  rum.  ©  1987 

Imported  by  "21"  Brands,  Inc  ,  N  Y    NY 
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your  bank. 


We  don;t  mean  to  boast.  But  of  the  top  ten  U.S. 
banks;  eight  are  NYNEX  customers.  Of  the  top  ten  diversified 
financial  institutions;  nine  are  NYNEX  customers. 

So  are  over  half  of  all  Fortune  500  companies. 

NYNEX  is  upholding  these  giants  in  lots  of  ways. 
WeVe  given  most  of  them  their  data-capable  phone  systems; 
and  many  of  them  their  computers  and  software  as  well. 

Now7  as  you  know;  we;re  not  exacdy  the  only  people 
who  offer  telecommunications  and  information  systems.  So 
why  are  so  many  financial  leaders  choosing  NYNEX?  s 

One  clue  is  our  hot  technology.  Recently  for 
example,  a  worldwide  bank  needed  help  tracking  their 

mer  liability.  And  NYNEX  gave  them  a  software  package 
issues  worldwide  reports  on  who;s  naughty  who;s  nice. 




t  holding  up 


The  NYNEX  family  of  companies  would  like  to  work 
with  you;  too.  Besides  the  advanced  network  services  offered 
by  New  England  Telephone  and  New  York  Telephone;  we 
have  nine  companies  across  the  nation  in  information  and 
office  systems;  business  services;  software  and  publishing. 

To  learn  more  about  why  NYNEX  is  the  answer  for 
your  business,  call  us  at  1  800  535-1535. 

We  suspect  you'll  like  our  bids  as  much  as  our 
technology.  At  NYNEX  we  understand  that  our  customers- 
even  the  top  banks— are  not  made  of  money. 

THE  ANSWER  IS 

NYNEX 

INFORMATION  SYSTEMS  •  TELECOMMUNICATIONS  •  SOFTWARE 
PUBLISHING  •  BUSINESS  SERVICES 


Chuck  \eager  first  flew  when  he 
was  18.  Three  years  later,  he  -was  a  World 
War  II  ace.  And  at  only  24,  he  became  the 
first  man  to  fly  faster  than  the  speed  of 
sound. 


The  Belt X-l,  first  to  fly  fatter  than  the  speed  of  sound. 

An  uncommon  mix  of  drives  and  tal- 
ents contributes  to  the  general's  achieve- 
ments: the  grit  to  press  to  the  outer  limits 
of  speed,  an  insatiable  lust  lor  flight, 
extraordinary  eyesight  and  reflexes,  and 
an  instinct  lor  choosing  the  right  equip- 
ment. Like  the  Rolex  Oyster 
that  has  served  him  through  \r\ 

4  decades,  even  on  punish-  .1 

ing  supersonic  flights.  Lilt 

Now  retired  Irom  the  military, 
the  general  is  still  a  man  on  the 
move.    He's   a    consulting   test    pilot,    a 
lecturer,    and    a    lilelong   outdoorsman 
with  a  passion  for  hunting  and  fishing. 

Honors  abound  lor  such  a  man.  His 
many  awards  include  a  peacetime 
Congressional  Medal  of  Honor  and 
the  gold  medal  ol  the  Federation 
Aeronaut ique  Internationale 

Today,  General  Yeagei 
may  well  be  America's 
most  celebrated  pilot. 
His  exploits  were  fea- 
tured in  the  Academy 
Award-winning    film 


the  first  man  to  break 
sound  barrier,  Rolex  is 
essential  equipment. 

The  Right  Stuff.  And  his  autobiography, 
Yeager,  became  a  best-seller. 

Keeping  one  of 
history's    greatest 
test    pilots    on 
schedule  takes 
an    extraordi- 
narily   tough 
and    reliable 
timepiece.   For 
over  40  years, 

Rolex  has  been  Chuck  \eagers  choice 
to  meet  that  challenge.  And 
he  ought  to  know.  .». 

ROLEX 


Gold  Medal,  Federation 
Aeronaut ique  Internationale. 


.  Master  II  Oyster  Perpetual  Chronometer  in  stainless  steel. 
ft  <ua  Watch  t  'S..  1 . .  Inc. .  Dept.  A 1 4,  Rolex  budkna,  66  5  Fifth  Avenue,  New  York.  New  York 10022-  5 >8>. 
•   I'KSh  Rolex  Watch  USA.,  Inc. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  WORRYING  ABOUT  INFLATION  IS  THE  MAIN  THING 

we  have  to  worry  about  in  the  months  ahead,  we  haven't  so  much  to  worry  about. 

"EUROPE  WILL  BE  A  BIGGER  COUNTRY  THAN  THE  U.S. 


n 


within  a  couple  of  decades,  declared  former  French  Presi- 
dent Giscard  d'Estaing  at  a  small  dinner  the  Kissingers 
hosted  at  their  home  recently. 

He  continued,  "Despite  difficulties  and  setbacks,  the 
Common  Market  is  moving  steadily,  inevitably  toward  a 
unity  of  markets,  productivity  and  currency.  By  the  year 
2010,  the  entity  that  is  Europe  will  be  number  one  in  the 
world's  economy.  The  U.S.  will  be  second,  China  third  and 
Japan  fourth." 

This  is  a  most  sanguine  scenario  from  the  erudite  former 
leader  of  a  nation  which  most  adamantly,  at  every  turn, 
seeks  to  preserve  its  uniqueness,  its  histoire,  its  culture, 
its  essence  as  French. 


There  is  inner  circle  talk  that  President  Mitterrand 
might  offer  his  predecessor  an  European  Affairs  Ministry, 
in  the  likely  event  of  Mitterrand's  reelection.  Given  Gis- 
card d'Estaing's  strong  and  hopeful  convictions  about  Eu- 
rope's future  as  an  entity,  such  an  appointment  would  be 

quite  a  nonpartisan  coup. 

*  *  * 

When  host  Henry  K  introduced  the  former  French 
President  to  his  guests,  he  chucklingly  observed,  "I  have 
asked  our  guest  of  honor  not  to  spend  any  time  alluding 
to  my  accomplishments  and  virtues."  At  which  point 
the  New  York  Times'  witful  Punch  Sulzberger  chimed  in, 
"That  wouldn't  take  much  time,  Henry." 


PUTTING  THE  SHOE  ON  THE  OTHER  FOOT  IS 


fitting  and  proper.  In  our  High  Dollar  Days  not  that  long 
ago,  Americans  flocked  to  London  and  much  of  the  rest  of 
the  world  to  load  up  on  all  sorts  of  stuff.  Everything  was  to 
be  had  at  half-price,  thanks  to  the  highly  overpriced  buck. 

Now  the  flocking  is  reversed.  The  Japanese  can  buy 
Japanese  cameras  in  the  U.S.A.  at  Shundreds  less  than  they 
sell  for  in  Japan.  Britishers  are  bringing  home  the  antiques 
that  they'd  nearly  sold  out  of  during  those  many  years 
their  pounds  suffered  relentless  pounding. 

Even  Germans — whose  major  corporations  have  more 

THE  NEXT  PRESIDENT  CAN'T 

in  much  detail  how  he'll  set  about  reducing  the  national 
debt.  As  a  matter  of  fact,  he  can't  even  get  too  specific  as  to 
how  he'll  stop  adding  to  it.  But  to  get  elected,  he's  got  to 
promise  to  do  not  merely  the  latter  but  be  fiercely  vocifer- 
ous about  doing  the  former. 

So  how  will  the  next  President  really  be  able  to  do  it? 

Here  are  a  few  clear-cut  ways  to  cleanly  cut — steps 
virtually  unavoidable  and  for  which  there  would  be  an 


cash  than  the  German  banks  that  control  them — are  seri- 
ously, if  overcautiously,  buying  with  their  soared  marks 
U.S.  companies  and  hunks  of  market  shares. 

All  this  spending  in  and  for  the  U.S.A.  is — almost — all  to 
the  good.  The  dollar's  down  a  bit  more  than  enough.  The 
demand  for  American  goods  abroad  is — finally — apprecia- 
bly up.  Foreigners  are  now  hyping  U.S.  domestic  sales 
across  the  whole  economic  spectrum. 

Oct.-19th-shaken  makers  and  shakers  can  cease  quiver- 
ing and  equivocating  and  get  moving. 

GET  TO  BE  IF  HE  SPELLS  OUT 

overwhelming  national  consensus  of  support.  National 
support.   Constituency  by  constituency,  though,  it  will 
always  be  quite  another  matter. 
•  Impose  means  tests. 

Paying  huge  amounts  in  Medicare  to  people  with  high 
incomes  and/or  with  a  high  $net  worth  is  costly  largess 
totally  unjust. 

How  is  sending  $8-billion-plus  to  farmers  with  gross 
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incomes  of  $100,000  a  year  justified  in  subsidies  aimed  at 
helping  the  poor  and  the  marginal  family  farms? 
•  Cut  pronto  Sbillions  from  defense  spending  just  by  doing 
two  things — both  of  which  would  strengthen  our  defenses: 

Ax  instantly  the  planned  upping  of  the  present  14  air- 
craft carrier  groups  to  16.  Each  group  can  cost  as  much  as 
$18  billion.  Right  now  the  Navy  can't  even  man  all  its 
expanding  bottoms. 

Close  the  3,688  military  bases  recommended  by  the 


Grace  Commission.  Congress  keeps  'em  to  protect  jobs, 
not  the  nation. 

•  Multiple  Sbillions  can  be  saved  instantly  by  capping 
automatic  cost-of-living  increases  for  those  on  Social  Secu- 
rity and  projected  increases  for  those  federally  pensioned. 

Having  vowed  to  reduce  the  deficit  and  having  vowed 
not  to  raise  taxes,  the  next  President,  after  taking  his  oath 
of  office  on  Jan.  20,  can  do  both  only  if  he  very  soon  gets 
cracking  on  the  above. 


ONE  CANT  MISS,  THE  OTHER  TOTALLY  MISSES 

This  insurance  broker's  dramatic  depiction  of  bridging  the  gap  between  client  needs  and 
the  marketplace  insures  that  the  brief  copy  will  be  read  and  that  the  name  James  sticks. 

On   the   other  hand,    who 


Between  [he  insurance  coverage  \ou  need  and  world  insurance  martilsts  a  \ast  distance 
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wouldn't  pause,  appalled  by 
this  near-bald  pate?  What  does 
it  have  to  do  with  attracting 
conferences  to  Austria's  new 
convention  center?  As  reader 
Mary  Killeen  wrote,  "Are 
cross-hatched  hairs  on  the  back 
of  a  bald  head  symbolic  of  old 
world  gentility?  What  have  I 
missed?  It  hurts  my  senses." 


THE  OCT.  19  STOCK  DROP  WAS  SO  UNREAL 


I  thought  Orson  Welles  had  come  down  from  his  cloud  or 
up  from  below  to  broadcast  a  sequel  to  his  radio  program 
on  the  "Martians'  Invasion"  of  the  U.S.  which  sent  Ameri- 
ca into  a  panic  just  50  years  ago. 

On  Sunday  evening,  Oct.  30,  1938,  a  million  people 
heard  this  on  their  radios — "Ladies  and  gentlemen,  I  have 
just  been  handed  a  message  that  came  in  from  Grover's 
Mill,  N.J.,  by  telephone.  Just  a  moment.  At  least  40  people, 
including  six  state  troopers,  lie  dead  in  a  field  east  of  the 
village  of  Grover's  Mill.  Their  bodies  burned  and  distorted 
beyond  all  possible  recognition.  .  .  ." 

That  it  was  part  of  an  Orson  Welles  Mercury  Theatre 
drama  had  been  announced  but  missed  by  millions  of 
listeners  who  had  been  tuned  into  Edgar  Bergen  and  Char- 
lie McCarthy.  As  the  drama  unfolded,  a  lot  of  people  in  the 
New  Jersey  neighborhood  of  wee  Grover's  Mill  were  leg- 
ging it  by  car  or  limb  to  escape  the  "black  smoke  and  heat 
rays."  The  national  impact  and  reaction  were  extraordi- 
nary. For  days  afterwards  the  country's  papers  headlined 
the  fallout,  while  Deep  Domes  delved  into  the  meaning  of 
our  nation's  psych-out. 

On  last  Oct.  19,  we  were  on  the  way  to  Newark  Airport 

to  fly  to  Dallas  for  a  dinner  that  Mark  Thatcher  was  giving 

is  mother,  Prime  Minister  Margaret  Thatcher.  When 

d  out,  the  news  stations  said  the  Dow  Jones  was 

|()  points.  By  the  time  we  got  to  the  place,  it 

its  down. 


The  whole  thing  seemed  so  unreal  that  I  kept  half 
expecting/half  hoping  to  hear  Orson  Welles  announcing 
that  "This  dramatization  is  being  brought  to  you  by  the 
Mercury  Theatre  on  the  Air."  By  the  time  we'd  reached 
Dallas,  the  market  had  closed  down  508  points. 

Among  Mark  Thatcher's  three  dozen  guests  were  such 
corporate  eminences  as  GM  CEO  Roger  Smith,  CEO  Robert 
Daniel  of  United  Technologies  Corp.,  CEO  Sir  Gordon 
White  of  Hanson  Industries,  Chairman  Robert  Crandall  of 
American  Airlines,  Jay  Pntzker  of  Pritzker  &  Pritzker,  and 
David  Murdock.  Would  you  believe  not  one  seemed  inordi- 
nately up-ended.  "Unreal."  "A  drop  so  huge  that  it  bears  no 
relation  to  reality."  The  consensus  as  best  I  could  read  it — 
which  I  was  intensively  trying  to  do — seemed  to  be  that  a 
good  part  of  the  debacle  had  to  relate  to  the  computer,  high- 
tech  programming  more  than  to  economic  fundamentals. 

In  fact,  that  evening — only  hours  after  the  market's 
close — several  CEOs  announced  that  they  either  already 
had  begun  or  were  planning  promptly  to  launch  buy-backs 
of  their  stocks  at  what  they  felt  were  basement  prices. 

Margaret  Thatcher's  reaction? 

I  was  sitting  beside  her  at  dinner,  and  she  expressed 
repeatedly  her  concern  that  the  recent  agreement  to  mar- 
ket £7.2  billion  worth  of  to-be-privatized  BP  not  be 
breached.  Several  major  American  firms  that  took  a  heavy 
hit  can  painfully  attest  to  the  fact  that  the  Iron  Lady's 
resolution  in  that  regard  didn't  bend  much. 
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ETHICS  ARE  INSTILLED  IN  KINDERGARTEN,  NOT  GRAD  SCHOOL 


A  while  ago  here  we  observed  that  "It's  quite  a  bit  too  late 
to  start  teaching  ethics  to  people  studying  at  graduate 
business  school  level."  By  way  of  buttressing  our  point, 
reader  Earl  Young  sent  us  this  comment  by  Robert  Fulghum 
in  Church  and  Public  Education:  "Most  of  what  I  really  need 
to  know  about  how  to  live,  and  what  to  do,  and  how  to  be,  I 
learned  in  kindergarten.  Wisdom  was  not  at  the  top  of  the 
graduate  school  mountain,  but  there  in  the  sandbox. 


"These  are  the  things  I  learned:  Share  everything.  Play 
fair.  Don't  hit  people.  Put  things  back  where  you  found 
them.  Clean  up  your  own  mess.  Don't  take  things  that 
aren't  yours.  Say  you're  sorry  when  you  hurt  somebody. 
Wash  your  hands  before  you  eat." 

If  you  don't  swiftly  leam  ethics  in  the  sandbox  or  on  the 
sand  lot,  you're  very  quickly  banned  from  both  by  intense 
contemporaries. 


CAN  TOU  IMAGINE  IF  A  U.S.  FIRM  POSTED  THESE  SUGGESTIONS? 

Here's  a  list  of  dos  and  don'ts  for  Japanese  corporate 
recruits  compiled  by  Japanese  journalist  Kazue  Suzuki. 


For  men: 

Arrive  at  least  15  minutes  before  work  begins; 

When  the  day  ends  and  your  boss  says  you  can  leave,  ask 
your  seniors  if  there  is  anything  you  can  do  for  them; 

Read  books  that  are  relevant  to  your  work  for  an  hour 
every  day  at  home; 

Don't  use  company  phones  and  stationery  for  private  use; 

Let  your  boss  have  the  back  seat  in  a  taxi; 

When  you  meet  your  boss  in  the  toilet,  just  nod; 

When  walking  with  your  boss,  keep  a  half  step  behind. 
For  women: 

When  you  bow  you  should  bend  your  upper  body  at  an 

A  RUN  IN 

beats  a  run  out. 


angle  of  15°,  looking  one  meter  ahead  of  you;  it  is  very 
important  for  women  employees  to  bow  smoothly  and 
beautifully; 

When  you  talk  on  the  phone,  never  forget  to  smile,  even 
though  you  can't  be  seen; 

Overtime  is  not  forced  on  you  by  the  boss;  it  is  done 
spontaneously  from  the  heart; 

Don't  read  comics  on  the  trains; 

Even  if  you  have  no  intention  of  becoming  a  career 
woman,  take  responsibility  for  your  own  work; 

Don't  block  the  entrance  to  the  elevator;  in  the  hallways 
walk  in  single  file. 

MIST 

masks  reality. 


BOOKS 


BOB 
WOODWABD 


VEIL: 

The  Secret 
Wars  of  the 
CIA  1981-1987 


•  Veil:  The  Secret  Wars  of  the  CIA 

1981-1987— by  Bob  Woodward  (Si- 
mon &  Schuster,  $21.95).  There's  just 
no  question  that  Mr.  Woodward  is  the 
most  extraordinary  journalist  digger 
and  masterful  wordsmith  of  our 
times.  This  CIA  epic  will  grip  you 
tighter  than  any  who-done-it  in  print. 

Excerpts:  [Senator  David]  Duienbeigei  was  going  through 
a  midlife  crisis.  He  had  left  his  wife  and  had  an  affair  with 
a  former  secretary  whom  he  had  recommended  for  a  White 
House  job.  He  had  then  moved  into  a  Christian  retreat 
residence,  and  his  Senate  colleagues  were  saying  he  was  a 
"Jesus  freak,"  "unstable"  and  "about  to  crack  up."  This 
was  the  man  with  whom  [CIA  Director  William]  Casey 
was  required  to  share  the  nation's  most  intimate  se- 
crets. .  .  .  Monday,  April  14,  at  7  p.m.— 2  a.m.  Libyan 
time — thirty  Air  Force  and  Navy  bombers  struck  Tripoli 
and  Benghazi,  a  port  city  450  miles  from  Tripoh.  Eight, 
perhaps  nine,  F-lll  bombers,  each  carrying  four  2,000- 
pound  laser-guided  bombs,  were  to  attack  Qaddafi's  own 
barracks,  Splendid  Gate.  At  least  thirty-two  bombs  from 
the  F-lll  planes  were  supposed  to  strike  the  compound, 
but  at  most  four,  perhaps  as  few  as  two,  actually  hit.  A 
number  of  the  F-llls  had  to  turn  back  from  the  fourteen- 
hour,  2,80CT-mile  flight  from  England;  France  would  not 


permit  them  to  overfly,  making  the  route  longer.  It  was  a 
high-tech  failure  that  was  kept  secret;  even  Defense  Intel- 
ligence Agency  analysts  were  not  given  the  details. 

Money  and  Class  in  America — by 

Lewis  H.  Lapham  (Weidenfeld  &  Nic- 

olson,  $18.95).  The  combination  of 

Mr.  Lapham's  urbane  prose  and  lethal 

wit  results  in  some  wry,  spry  chapters 

that  make  for  delightful  reading.  But 

to  fill  a  book,  he's  thrown  in  too  much 

strained,  pained,  sour-grapey  sort  of 

stuff.  The  result  is  overwhelming  overkill  on  a  subject 

whose  subjects  are  easy  to  trounce. 

Excerpts:  Within  the  American  language  the  uses  of  the 
words  "money"  and  "class"  shift  with  the  social  terrain. 
Among  the  Europeans  the  two  words  refer  to  phenomena 
more  or  less  concrete — to  a  store  of  wealth  or  an  accident 
of  birth.  .  .  .  A  prep  school  education  in  the  autumn  of 
1948  was  something  that  one  couldn't  afford  to  do  with- 
out (like  dancing  school  or  swimming  lessons).  Ambition, 
like  leather  jackets,  was  best  left  to  the  poor.  Why  would 
anybody  want  to  strive  for  anything  if  all  the  really 
important  prizes  had  been  handed  out  in  the  maternity 
ward  at  New  York  Hospital! 
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ACCOMPLISHMENTS  CONTIM 


To  Cbose  whose  achievements  mem  ever  greater  rewards, 
\mencan  Express  offers  an  exceptional  way  to  help 
you  obtain  them:  The  Gold  Card.  In  fact,  with  its 
nsive  array  of  worldwide  travel  and  unique 
incial  privileges,  the  Gold  Card  is  one  oi  those 

m  itself,  the  GOLD  CARD0 


I® 


E  TO  INCREASE  SO  DO  THE  REWARDS. 


Gold  Card  Privileges  Include 


YEAR-END  SUMMARY  OF  CHARGES.  □  THE  ASSOCIATE  CLUB*  Private  club 
mbership.  D  CAR  RENTAL  COLLISION  DAMAGE  INSURANCE!  D  CASH  ACCESS. 
American  Express®  ENVOY*  24-hour  personal  travel  service.  □  DUPLICATE  RECEIPTS 
tb  monthly  statement.  □  24-HR.  CUSTOMER  SERVICE.  D  To  apply:  1-800-648- AMEX. 

troUmera  required.  fSomeumixcaions  and  exclusions  apply.  Under»ri£tCTbyMinonaiUTOonfire/n^rawzGompiOTyc/Pi»bufgt),  PA. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Sweet  or  Sour? 

The  common  idea  that  success 
spoils  people  by  making  them  vain, 
egotistic  and  self-complacent  is  erro- 
neous; on  the  contrary,  it  makes 
them,  for  the  most  part,  humble,  tol- 
erant and  kind.  Failure  makes  people 
cruel  and  bitter. 

— Somerset  Maugham,  The  World  Ac- 
cording to  Warbucks,  by  Bruce  Smith 

65ers  Have  40% 

"Many  baby  boomers  can  expect  to 
become  heirs  to  substantial  wealth," 
said  Fabian  Linden,  consumer  re- 
search director  at  the  Conference 
Board.  People  over  65,  who  account 
for  20%  of  all  households,  hold  40%, 
or  $1  trillion,  of  the  nation's  personal 
financial  assets.  "And  they  aren't  go- 
ing to  live  forever." 

— New  York  Times 

Jesse  Jackson 

What  Jackson  really  wants  is  influ- 
ence. "He  wants  to  be  Bob  Strauss," 
says  one  Washington  analyst,  speak- 
ing of  the  party's  consummate  insider. 
Jackson  wants  to  be  consulted  respect- 
fully on  major  issues  and  appoint- 
ments and  asked  to  help  out — perhaps 
to  negotiate  in  crises.  He  wants  to  be  a 
power  broker  not  just  at  the  conven- 
tion but  in  the  administration. 

Michael  Dukakis  will  not  be  able  to 
say,  "Jesse,  I  want  you  to  be  my  Bob 
Strauss."  He — or  Al  Gore,  or  Mario 
Cuomo,  or  Dick  Gephardt — is  going 
to  have  to  communicate  his  bona  fi- 


des through  more  subtle  means.  After 
going  mano  a  mono  with  Jesse  Jack- 
son, you've  got  to  figure  Gorbachev 
will  be  a  piece  of  cake. 

— Joe  Klein,  New  York 

Misplaced  Manners 

When  I  ask  a  subordinate  to  do 
something,  I  tend  to  say,  "When 
you've  got  a  minute,  would  you  mind 
doing  such-and-such?"  I  found  that,  at 
first,  they  were  taking  me  literally. 
— BP  America's  Robert  B.  Horton, 
Wall  Street  Journal 

The  Martian  Panic 

A  wave  of  mass  hysteria  seized 
radio  listeners  throughout  the  nation 
last  night  when  a  broadcast  of  a  dra- 
matization of  H.G.  Wells'  fantasy, 
The  War  of  the  Worlds,  led  thou- 
sands to  believe  that  an  interplane- 
tary conflict  had  started  with  invad- 
ing Martians  spreading  wide  death 
and  destruction  in  New  Jersey  and 
New  York.  The  broadcast  disrupted 
households,  created  traffic  jams  and 
clogged  communications  systems. 
Scores  required  medical  treatment 
for  shock  and  hysteria.  In  Newark 
more  than  20  families  rushed  out  of 
their  houses  with  wet  handkerchiefs 
and  towels  over  their  faces  to  flee 
from  what  they  believed  was  to  be  a 
gas  raid.  Some  began  moving  house- 
hold furniture.  .  .  . 

News  bulletins  (from  the  dramati- 
zation] reported  the  landing  of  a  "me- 
teor" near  Princeton,  N.J.  "killing" 


"I've  learned  to  live  without  a  lot  of  things  Hob. 
but  money  isn't  one  oftbem. " 
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1,500  persons,  the  discovery  that  the 
"meteor"  was  a  "metal  cylinder"  con- 
taining strange  creatures  from  Mars 
armed  with  "death  rays"  to  open  hos- 
tilities against  the  inhabitants  of  the 
earth.  [An  NYC  man,  calling  the  po- 
lice] insisted  he  had  heard  "the  Presi- 
dent's voice"  over  the  radio  advising 
all  citizens  to  leave  the  cities.  ...  A 
man  informed  a  patrolman  in  the 
Bronx  that  "They're  bombing  New 
Jersey."  Asked  how  he  knew,  he  re- 
plied, "I  heard  it  on  the  radio.  Then  I 
went  to  the  roof  and  I  could  see  the 
smoke  from  the  bombs,  drifting  over 
toward  New  York.".  .  . 

Expressing  profound  regret  that  his 
dramatic  efforts  should  cause  such 
consternation,  Orson  Welles  said:  "I 
don't  think  we  will  choose  anything 
like  this  again."  He  had  hesitated 
about  presenting  it,  he  disclosed,  be- 
cause "it  was  our  thought  that  perhaps 
people  might  be  bored  or  annoyed  at 
hearing  a  tale  so  improbable." 

—New  York  Times,  Oct.  31,  1938 


Giving  up  work  can  be 
hazardous  to  your  health. 

— David  Brown, 
Brown's  Guide  To  Growing  Gray 


And  He's  Right 

Need  must  be  a  criterion  with  re- 
spect to  the  entitlement  programs. 
Medicare,  Social  Security,  pensions — 
the  people  who  don't  really  need  en- 
hancements should  be  willing  to  for- 
go them.  Now  you  get  a  cost-of-living 
increase  without  regard  to  your 
wealth.  We  need  to  calibrate  that 
somehow  so  that  wealth  is  a  factor. 
And,  politically,  I  think  the  country  is 
ready  for  that  kind  of  truth. 

— Governor  Mario  Cuomo, 
U.S.  News  &)  World  Report 

Reactions  Reveal 

What  distinguishes  the  Americans 
from  the  Europeans  is  the  case  of  the 
workman  in  the  street  who  upon  see- 
ing a  fancy  car  says,  "One  day  I'm 
going  to  have  a  car  like  that."  In  Eu- 
rope, they  say,  "Why  should  he  have  a 
car  like  that?" 
— Heather  Cohane,  publisher,  Quest 

Backfired  Deduction 

Dear  Abby:  Are  birth  control  pills 

deductible?  — Kay 

Dear  Kay:  Only  if  they  don't  work. 

—The  Best  of  Dear  Abby. 

by  Abigail  Van  Buren 
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Hartmann  presents  the  overnight  case 

that  means  business. 


It's  a  carry-on. 


It's  a  desk. 


It's  an  organizer. 


It's  a  wardrobe. 


Satisfying  your  business  needs  and  your  personal 
needs  all  in  one  case  isn't  easy.  But,  thankfully, 
Hartmann  has  designed  the  Overnight  Business  Traveler. 

It's  a  briefcase.  And— an  ingeniously  compact  piece 
of  luggage.  This  handsome  hybrid  combines  the  most  intel- 
ligent features  of  both.  All  under  one  Hartmann  handle. 

It  comes  in  our  exclusive  Industrial  Belting  Leather, 
and  in  cordovan,  chestnut  or  black  leather.  There's  also 
walnut  tweed  fabric  trimmed  in  belting  leather.  And 
100%  nylon  packcloth  with  belting  leather  or  vinyl  trim. 

The  fact  that  Hartmann  has  created  so  wondrous  a 
case  should  be  no  wonder.  After  all,  it's  a  Hartmann. 


It's  a  wonder  how  you've  done  without  it. 


Send  f<xa  list  ol  your  nearest  Hartmann  dealers,  Dept   4127 
©  1985  Hartmann  Luggage,  Hartmann  Dr.,  Lebanon,  TN  37087 

Du  Pont  TEFLON*  water  &  stain  repeller 
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We  don't  cut  corners. 


BellSouth  is 

building  tomorrow's  smart  network  today 


BellSouth's  telephone  operating  companies,  Southern  Bell  and  South 
Central  Bell,  serve  over  14  million  customers  with  a  telecommunications 
system  so  advanced  it's  already  the  foundation  of  tomorrow's  smart  net- 
work known  as  ISDN. 

The  future  of  telecommunications  lies  with  advanced,  sophisticated 
digital  network  technology  And  the  future  belongs  to  those  companies 
that  will  capitalize  on  the  potential  of  this  technology  both  strategically 
and  profitably.  BellSouth  is  planning  to  do  just  that. 

The  BellSouth  telecommunications  system  is  capable  of  handling  the 
high-speed  requirements  for  advanced  network  implementation.  This 
means  BellSouth  is  not  only  working  to  reduce  costs  and  improve  revenues 
now,  but  is  preparing  for  the  implementation  of  Integrated  Services  Digital 
Network  in  the  future. 

BellSouth  is  working  closely  with  the  international  community  to  develop 
universal  standards  for  ISDN  and  is  prepared  to  realize  the  potential  of  a 
s  state-of-the-art  in  design  and  global  in  scope. 
ig  and  applying  new  technologies  such  as  ISDN  is  consistent 
commitment  to  maintain  high  service  standards,  to  em- 
>munications  and  to  pursue  orderly  corporate  growth.  The 
ir  row  is  taking  place  today. 


SOOTH  CENTRAL  BELL  •  SOUTHERN  BELL  •  BELLSOUTH  SERVICES 
BELLSOUTH  ENTERPRISES 

COtAIUMCATIONS  SYSTEMS  CROUP 

BellSouth  Advanced  Systems  *  BellSouth  Government  Systems  • 

BellSouth  Systems  Technology  •  Dalaserv  Inc  •  universal Commumcalon  Systems 

MOBILE  SYSTEMS/INTERNATIONAL  GROUP 

BeiSouth  Mobairy  •  BellSouth  ImemAtonal  •  AmencAn  CeRuter  Commumcetons 

•  I  ml  Telecommunications 

AOvERItSetC  AMD  PUBUSMUG  GROUP 

BeiSouth  Advertising  end  PuWisnrng  Corporation  •  l  M  Bet  ry  and  Company  • 

BellSouth  InkvmMon  Systems  •  Stevens Grephes  •  TechSoutn  Inc 


BELLSOUTH 


Shaping  the  future  of  telecommunications:j' 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


A  FEDERALLY  GUARANTEED  BANK  CRISIS 


The  multibillion-dollar  collapse  of  the  First  Republic- 
Bank  Corp.  of  Texas  underscores  the  need  for  fundamental 
banking  reform  from  the  next  Administration. 

Otherwise,  the  current  system  will  end  up  bleeding 
healthy  banks  (to  bail  out  their  weaker  brethren)  and 
ultimately  cost  taxpayers  tens  of  bil- 
lions of  dollars.  A  large  price  for  the 
current  mess  may  now  be  unavoid- 
able, but  true  reform  could  prevent 
an  even  more  expensive  repetition 
several  years  hence.  g 

Ironically,  the  disaster  came  in  the  | 
wake  of  partial  deregulation  of  our  f 
financial  system.  Many  savings  and  | 
loans  got  into  deep  trouble  when  a 


Once  common,  bank  runs  now  are  rare 
few  years  ago  they  were  permitted  to  branch  out  of  the     raised  with  no  guarantees, 
home  mortgage  field  into  commerical  real  estate.  Some 
became  mere  piggy  banks  for  real  estate  speculators. 

The  core  problem  was  not  the  easing  of  restrictions  per 
se  but,  rather,  subsequent  abuse  of  the  federal  deposit 
insurance  system.  The  flaw:  This  safety  net  allows  a  bank 
to  raise  considerable  sums  of  money  by  offering  a  high  rate 
of  interest  on  CDs  to  relend  to  dubious  projects.  The  CDs 
are  sold  through  brokers.  Customers  buy  them  because 


they  are,  in  effect,  guaranteed  by  Uncle  Sam. 

The  question  for  the  next  President:  How  do  you  pre- 
serve a  mechanism  that  prevents  those  nightmarish  bank 
runs  that  plagued  this  country  more  than  a  half-century 
ago  and  yet  avoids  today's  abuses?  Is  deposit  insurance 
compatible  with  market  discipline? 
One  intriguing  approach  is  that  of 
a  Brookings  Institution  bank  expert, 
Robert  Litan  (see  Forbes,  Nov.  2, 
1987,  p.  92).  His  idea:  Proceeds  from 
insured  deposits  may  be  invested 
only  in  safe,  liquid  instruments 
such  as  Treasurys  or  securities  guar- 
anteed by  a  federal  agency.  Funds 
for  other  purposes  would  have  to  be 


If  a  bank  wished  to  have  all  of  its  deposits  insured,  it 
could  not  expand  into  other  fields  such  as  insurance  or 
equity  underwriting.  This  writer  would  go  a  step  further: 
Such  banks  would  have  their  loan  portfolios  graded  for 
risk.  The  dicier  the  loans,  the  higher  the  insurance  premi- 
um. Incredibly,  premiums  today  are  uniform  regardless  of 
the  quality  of  a  bank's  loan  portfolio.  The  strong  and 
prudent  subsidize  the  weak  and  the  feckless. 


DON'T  RAILROAD 

Congress  is  considering  legislation  that  would  reimpose 
significant  regulatory  shackles  on  the  American  railroad 
industry.  Such  a  move  would  be  a  grievous  mistake.  It 
would  weaken  these  carriers  financially,  eventually  cost- 
ing taxpayers  billions  of  dollars. 

The  railroad  deregulation  of  1979  has  been  an  impres- 
sive success.  The  industry,  once  a  financial  basket  case,  is 
enjoying  better  cash  flows  and  profitability.  More  money 
is  being  spent  on  maintenance;  safety  has  improved  dra- 
matically. Track  abandonment  has  been  less  than  antici- 
pated. In  fact,  there  have  been  a  significant  number  of  new 
entrants  into  the  business,  the  so-called  short  lines.  The 
1979  act  provides  adequate  provisions  for  redress  by  ship- 
pers who  feel  they  are  being  overcharged.  The  Interstate 
Commerqe  Commission  has  almost  always  ruled  in  favor 


THE  RAILROADS 

of  those  with  legitimate  complaints. 

Given  the  sorry  record  of  past  regulation,  why  would  the 
national  legislature  consider  a  move  back  to  it? 

Because  a  handful  of  utilities,  coal  operators  and  others 
feel  they  are  losing  out  under  the  new  system. 

Their  charges  of  monopolistic  practices  don't  hold  wa- 
ter, however.  In  truth,  what  they  want  is  subsidized  freight 
rates.  For  example,  Appalachian  coal  producers  have  been 
hurt  by  environmental  rules  on  sulfur  emissions;  they're 
losing  market  share  to  low-sulfur  mines  elsewhere.  They 
figure  reregulation  can  make  them  more  competitive. 

If  Congress  wants  to  subsidize  certain  coal  miners  or 
other  interests,  it  should  do  so  directly  rather  than  through 
a  back-door  method  that  would  seriously  damage  a  vital 
industry. 
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TO* 


Cavalier.  To  see  why  fleets 
buy  more  Chevrolets  than  any 
other  car,  look  at  any  other  car 
priced  this  low. 

You'll  find  several.  Some  sub- 
compact  in  size,  some  compact. 

And  you'll  find  one  with 
impressive  new  styling  rather  than 
carryover  sheet  metal. 

One  that  actually  comes  with 
more  standard  equipment  this  year 
rather  than  less. 

One  that's  bigger  inside  the 
car  and  inside  the  trunk  than  its 
major  competitor.  Yet  is  still  priced 
hundreds  less  than  its  major 
competitor. 

If  you're  not  looking  into  the 
cars  your  peers  buy  more  of  than 
any  other  make,  perhaps  it's  time 
you  did. 

Just  contact  your  Chevrolet 
dealer  or  Field  Representative. 


THE 


OFAMERICA 


TODAYS 
CHEVROLET 
FLEET  SALES 


UUIUT 


Introducing  a 
revolutionary  idea  in  insurance 

The  customer. 


It's  a  bit  shocking  at  first.  Some 
might  even  say  radical.  But  like  most 
revolutionary  ideas,  this  one  isn't  new. 
just  hasn't  been  around 
in  a  while.  Except  in  a 
few  places,  like  Atlantic 
Mutual. 

For  over  145  years 
we've  put  the  customer 
first  and  it  hasn't 
hurt  us  one  bit.  The 
secret  of  our  suc- 
cess? A  very  simple 
discovery:  Never 
group  dissimilar 
customers  together 
Recognize  their 
differences  and 
take  it  from  there. 

Instead  of 
lumping  you 
together  with  all 
our  other  cus- 
tomers, we  pool 
you  with  those 
that  share  similar  risk 
potentials  So  your  premiums  are 
based  on  reason,  not  blind 
reaction. 

Combined  with  our 
effective  loss  control  measures, 
our  careful  underwriting 
lar  risk  groups 
ividends 


a  real  possibility  for  our  commercial, 
marine  and  personal  lines  customers. 
In  fact,  those  dividends  have 
been  an  indication  of  our  financial 
soundness  through  all  the  bright 
and  dark  areas  of  the 

economic  picture. 
We've  issued 
them  to  one  group 
or  another  every 
year  since  1855. 
Add  exceptional 
responsiveness 
through  a  network 
of  agent  and 
broker  information 
processing 
systems,  fast  claims 
service,  and  prompt 
delivery  of  policies 
and  amendments, 
and  you'll  understand 
why  protecting  our 
customers'  interests  is 
our  biggest  claim. 
After  all,  wasn't 
customer  protection  the 
whole  idea  of  insurance  in  the  first  place? 

Atlantic  Mutual,  45  Wall  Street, 
New  York,  NY  10005. 

^bAtlanticMutual 

What  insurance  is  supposed  to  be. 


What's  Ahead  for  Business 


U.S.  labor  costs 

now  undercut  the 

industrial  world 
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CHEERY  PROSPECT  FOR  MANUFACTURING 

A  remarkable  rebound  is  under  way  for  manufacturing  companies 
in  the  U.S.,  thanks  to  the  combined  effect  of  a  lower  dollar  and  the 
painful  slimming  down  and  restructuring  of  the  past  few  years. 

According  to  International  Monetary  Fund  figures,  since  1983  U.S. 
unit  labor  costs,  expressed  in  dollars,  have  been  declining  by  around 
2%  to  3%  a  year.  The  only  exception  was  a  2%  rise  in  1985. 

Japan,  in  contrast,  has  seen  a  fall  in  unit  labor  costs,  in  yen  terms,  only 
in  1984  and  average  increases  of  2%  to  3% .  West  Germany,  in  deutsche 
mark  terms,  saw  modest  1%  declines  in  1983  and  1984  and  stability  in 
1985,  but  4%  increases  in  the  two  most  recent  years. 

The  result  is  nothing  short  of  dramatic  when  you  add  in  the  swing  in 
exchange  rates,  says  Jerry  Jasinowski  of  the  National  Association  of 
Manufacturers.  "In  terms  of  wage  costs,  the  U.S.  is  now  superior  to 
Japan,  Germany,  Canada  and  Italy,  and  roughly  on  a  par  with  Britain 
and  France."  Hence  the  recovery  in  real  net  exports,  which  measure 

volume  changes. 

What  has  happened  to  the  U.S.  labor  mar* 
ket  is  shown  with  clarity  in  the  Phillips 
curve  (left).  Devised  by  A.W.  Phillips  in 
1958,  this  curve  describes  the  inverse  rela- 
tionship between  wages  and  unemploy- 
ment— to  wit,  as  unemployment  falls 
wage  rates  rise  faster;  conversely,  as  un- 
employment rises  so  increases  in  wage 
rates  moderate. 

The  curve  worked  reliably,  with  inevita- 
ble lags,  until  the  latter  part  of  the  Sixties, 
where  our  chart  picks  up  the  story.  Stag- 
flation,   which   began   even   before   the 


10 


Dont  overlook 
the  "S.O.B."  factor 


OPEC-induced  oil  shock  in  1973  and  continued  in  two  distinct  spirals 
through  1981,  threw  the  curve  off  track.  Clearly,  though,  the  relation- 
ship is  now  restored. 

There  are  reasons  this  has  happened,  says  Richard  Belous  of  the 
Conference  Board,  reasons  that  also  suggest  that  even  though  unem- 
ployment is  declining,  to  5.7%  in  March,  wage-led  inflation  is  not 
imminent. 

Union  power  is  not  what  it  once  was.  President  Reagan  led  the  way 
when  he  busted  the  air  traffic  controllers'  union.  Deregulation  (air- 
lines, trucking,  railroads)  and  international  competition  (autos,  steel, 
electronics)  have  tilted  the  bargaining  table  the  managers'  way. 

And  don't  overlook  the  "S.O.B."  factor.  Managers  have  gained  the 
backbone  to  cut  surplus  manpower  and  shut  outmoded  plants,  prompt- 
ed not  least  by  fear  that  some  "S.O.B."  (Son  of  a  Boesky)  might  bang  on 
their  doors  and  take  them  over. 

continued  on  next  page 
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What's  Ahead  for  Business 


Expect  manufacturing 

output  to  rise 

half  again  as  fast 
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Source   The  American  Express  Bank  Ltd  .  London 


Can  the  economy 

grow  more  without 

rekindling  inflation? 


Still,  even  more  substantial  increases  in  manufacturing  output 
will  be  needed  to  cope  with  increased  exports  and  reduced  imports. 

Walter  Joelson,  GE's  chief  economist,  has  made  a  startling  assessment 
comparing  1979-87  and  1987-95.  Domestic  demand  grew  at  2.7%  a 
year  in  the  1979-87  period,  while  industrial  production  rose  by  just  2% . 
The  gap  was  filled  by  imports  sucked  in  by  the  strong  dollar.  In  1987- 
95,  Joelson  reckons,  domestic  demand  will  increase  less,  by  2.2%,  but 
industrial  output  will  increase  by  3.2% — that  is,  by  half  as  much  again. 

Real  exports  will  average  nearly  8%  a  year  in  1987-95  (against  3.25%  in 
1979-87),  and  real  imports  less  than  2%  in  1987-95  (down  from  6%  in 
1979-87). 

The  upturn  in  planned  capital  spending  already  begun  will  turn  into 
what  will  amount  to  a  boom. 

The  benefits  of  this  sizable  shift  in  output — more  jobs  and  a  reduced 
trade  deficit — will  go  America's  and  Americans'  way.  But  a  lot  will  go 
to  non-American-owned  companies.  London-based  American  Express 
Bank  Ltd.  says  that  in  real  (inflation-adjusted)  terms,  the  outflow  of 
direct  investment  from  Japan  in  1982-87  exceeded  even  that  of  Ameri- 
can multinationals  in  their  early  1960s  heyday  (see  chart). 

Not  all  of  it  comes  to  the  U.S.  and  not  all  is  in  manufacturing  (and 
European  direct  investment,  especially  from  Britain,  is  also  high).  But 
barely  a  day  passes  without  an  announcement  from  Tokyo  of  the 
takeover  of  a  U.S.  manufacturer  or  a  planned  new  plant  here.  This  inward 
investment  flood  is  raising  protectionist  hackles  in  Washington. 

The  current  upswing  in  the  U.S.  economy,  now  in  its  63rd  month,  has 
seen  its  share  of  luck  as  well  as  lurches  and  crises.  More  of  the  same  is 
in  prospect. 

Although  the  trade  bill  now  working  its  way  through  Congress  is  less 
bad  than  once  feared,  it  could,  as  it  stands,  cause  a  slowdown  in  world 
trade  that  would  inhibit  the  anticipated  manufacturing  boom. 

Inevitably,  too,  the  improvement  in  the  monthly  trade  numbers  will 
be  slow,  fueling  protectionist  pressures.  The  merchandise  trade  will 
not  approach  balance  until  1993  and  the  current  account  (which 
includes  interest  on  ever-higher  U.S.  foreign  debt)  not  until  1998,  if 
then,  according  to  Joelson's  calculations. 

How  to  achieve  a  JUMP  in  U.S.  output  of  the  size  needed — think  of 
the  impact  on  skilled  labor  and  plant  capacity — without  fueling  seri- 
ous inflation?  Answer:  Cut  U.S  demand  through  higher  saving,  lower 
public  spending  to  reduce  the  budget  deficit  and,  maybe,  impose  new 
indirect  taxes.  All  will  be  difficult  for  a  new  President  to  implement. 

The  world  will  also  need  higher  demand  in  Japan  and  Europe,  notably 
from  a  still  reluctant  West  Germany.  Otherwise,  U.S. -made  goods  will 
be  competing  with  massive  surplus  capacity  in  those  countries  and  in 
the  newly  industrialized  countries,  like  South  Korea,  Brazil  and  Tai- 
wan, whose  companies  typically  dump  rather  than  lose  market  share. 

The  odds  on  further  economic  growth  are  quite  good,  even  if  it  will 
require  as  much  luck  as  we  have  already  enjoyed.  The  alternative  could 
be  a  recession  that  would  make  that  of  1982  look  mild. 
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THE  1946  CLASSIC  .  .  .  Recaptured  in  a  special  limited-edition 
series,  the  solid  18Kgold  case  is  water-resistant  to  a  depth  of  100  ft. 
An  outcurved,  scratch-resistant  sapphire  crystal  protects  its  dial  and 
self  winding  mechanical  movement.  As  real  as  the  original  Eterna 

Chrono-matic  Of   1946.  AN  INDIVIDUAL  NUMBERED  LIMITED  EDITION. 


IT  IS  TIME  ...  IT  IS  ETERNA 


BORSHEIM'S 

FINE     JEWELRY     &     GIFTS 

SINCE    1870 
120  Rcmniy  Parkway     Omaha,  Nebraska 


Few  things  reveal  more  about  us  than  x-rays  and  blood  tests. 
It  probably  won't  surprise  you  to  know  that  Kodak 
was  a  pioneer  in  developing  today's  film-based  x-ray 
technology.  Kodak  products  deliver  superbly  revealing 
diagnostic  information,  with  less  exposure  to  radiation  than 
ever  before.  And  we're  already  developing  tomorrow's 
electronic  imaging  products. 

But  blood  tests?  Drawing  on  a  century  of  emulsion- 
coating  expertise,  Kodak  developed  a  computer-driven 
dry  slide  technology  for  blood  and  body  fluid  testing 
which  manages  to  be  equally  efficient  in  terms  of  cost 
containment  and  patient  care.  The  result  is  the  Kodak 
Ektachem  clinical  chemistry  system,  in  use  in  hospitals  and 
doctors'  offices  throughout  the  world. 

Just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


The  new  vision  of  Kodak 
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Mighty  Manufacturers  Hanover  must  shrink.  Shrinking  a  $73 
billion  bank  is  a  delicate  task.  Are  the  folks  who  let  it  expand  out 
of  control  the  right  ones  to  cut  it  back  to  size? 


John  McGillicuddy's 

hot  seat 


By  Tatiana  Pouschine 
with  Ronald  Bailey 


John  McGillicuddy,  the  ami- 
able   57-year-old    chairman    of 
Manufacturers  Hanover  Corp., 
has  a  lot  on  his  mind  these  days. 

Manufacturers  Hanover  is  in  no  im- 
minent danger  of  failing.  Far  from  it: 
This  bank,  the  sixth  biggest  in  the 


U.S.,  still  has  lots  of  shareholders'  eq- 
uity— some  $2.7  billion — and  plenty 
of  salable  assets.  But  it  is  increasingly 
short  of  credibility.  A  series  of  man- 
agement mistakes  and  a  long  history 
of  overenthusiastic  lending  have  all 
but  wiped  out  its  once  high  reputa- 
tion. Today  its  stock  sells  for  barely 
four  times  expected  1988  core  earn- 
ings of  $6  a  share  (asset  sales  and  tax 


credits  could  add  $8.80  a  share  to  this 
figure).  The  stock  would  probably  sell 
even  lower  than  the  recent  24%  but 
for  recurrent  takeover  rumors  and  the 
support  of  a  $3.28-a-share  dividend. 

Just  last  month  John  Torell,  the 
bank's  longtime  president  and  num- 
ber two  man,  suddenly  resigned,  leav- 
ing John  McGillicuddy,  chief  execu- 
tive since  1979,  in  a  tough  and  lonely 


s  fobn  McGtiticudtfy 
tiim  bank  needs  is  capital,  not  style. 
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position.  Will  the  board  feel  pressured 
to  bring  in  fresh  top  management  to 
restore  the  bank's  credibility?  Or  will 
it  permit  the  man  who  presided  over 
the  bank's  too  fast  expansion  to  man- 
age the  sharp  shrinkage  that  lies 
ahead?  That's  the  question  people  are 
asking,  inside  and  outside  the  bank. 

Quite  simply,  Manufacturers  Hano- 
ver won't  have  enough  capital  to  han- 
dle all  the  business  on  its  books.  Un- 
der current  rules,  its  regula- 
tory capital  is  sufficient  to 
support  its  $73  billion  in  as- 
sets. But  new,  tougher  feder- 
al rules  on  bank  capitaliza- 
tion are  expected  to  go  into 
effect  at  year's  end.  These 
will  stretch  the  bank's  capi- 
tal extremely  thin.  For  exam- 
ple, Manufacturers  Hanover 
has  a  huge  volume  of  letters 
of  credit  outstanding — $9.4 
billion  worth.  Banks  current- 
ly aren't  required  to  account 
for  such  off-balance-sheet 
items  in  their  capital  struc- 
ture; under  the  new  rules, 
they  must.  The  new  rules 
were  designed  to  assure 
greater  uniformity  in  bank 
reporting  throughout  the 
world  and  were  drawn  up  by 
the  Basle  Committee  on 
Banking  Regulations  &  Su- 
pervisory Practices. 

In  accordance  with  the 
Basle  agreement,  by  the  end 
of  1990  a  bank's  minimum 
risk-based  capital  ratio  must 
be  at  least  7.25%  of  total 
risk-based  assets,  and  8%  by 
1992.  Right  now  Manufac- 
turers Hanover  has  an  esti- 
mated 4.4% .  By  comparison, 
Citicorp  has  6.5%,  Chase 
6.1%,  Bankers  Trust  8.4%. 
The  new  rules  specify  two 
levels  of  capital,  Tier  1  and 
Tier  2. 

Under  the  new  rules,  Tier  1  capital 
is  common  stockholders'  equity,  and 
it  will  have  to  equal  at  least  4%  of 
assets  by  1992.  Tier  2  capital  is  also 
set  at  4%  of  assets,  but  this  can  con- 
sist of  loan-loss  reserves  as  well  as 
subordinated  debt,  perpetual  preferred 
stock  and  hybrid  capital  instruments. 

Where  does  this  leave  Manufactur- 
ers Hanover?  Forbes  figures  that  by 
1992  Manufacturers  Hanover  will  re- 
quire around  $1.7  billion  in  additional 
common  shareholders'  equity  to  meet 
the  new  Tier  1  capital  requirements. 

How  can  it  raise  so  much  money? 
Selling  bonds  or  preferred  shares 
won't  help.  A  buildup  in  Tier  1  capital 
can  come  in  only  two  ways:  through 
buildup    in    retained    earnings    and 


through  the  sale  of  additional  com- 
mon stock.  The  bank  can  scarcely  sell 
common  at  the  current  price  of  less 
than  60%  of  book  value  and  when  the 
common  stock  yields  around  13%.  So 
Manufacturers  Hanover  must  either 
earn  its  way  out  of  the  problem  or 
shrink  its  way  out,  cutting  back  lend- 
ing and  investing  to  the  point  where 
its  capital  ratios  are  restored  to 
health. 


Manufacturers  Hanover  Corp.  's  Park  Avenue  headquarters 
With  assets  like  this, failure  is  not  imminent. 


In  either  case  there  is  only  a  narrow 
margin  for  error.  Nearly  everything 
will  have  to  go  well  for  the  next  few 
years.  Management's  recent  record  is 
hardly  encouraging.  This  bank  has 
been  extraordinarily  problem-prone. 

John  McGillicuddy  outlined  in  the 
1987  annual  report  a  three-step  plan 
to  solve  this  problem:  sell  assets,  ap- 
ply tax  benefits  and  improve  operat- 
ing earnings.  Easier  said  than  done. 

To  sustain  or  improve  operating 
earnings,  Manufacturers  Hanover 
must  improve  its  net  interest  mar- 
gin— the  spread  between  the  interest 
the  bank  earns  on  loans  and  what  it 
costs  the  bank  to  fund  the  loans. 
(Higher  earnings  in  investment  bank- 
ing and  trading  would  also  help.)  Un- 
fortunately, net  interest  revenue  has 


declined  in  each  of  the  last  three 
years,  slipping  from  $2.1  billion  to 
$1 .9  billion.  Despite  a  drop  in  interest 
expense  last  year,  thanks  to  lower  in- 
terest rates,  the  interest  rate  spread 
declined  from  2.19%  to  1.93%.  The 
reason?  Too  many  nonperforming 
loans — loans  that  generate  little  or  no 
interest  but  that  still  must  be  funded. 
Manufacturers  Hanover's  reported 
level  of  nonperforming  domestic 
d/P,oure  croup     ioans  did  drop,  from  4. 1  %  of 

all  domestic  loans  at  the  end 
of  1986  to  3.5%  at  the  end  of 
1987.  But  adjust  those  num- 
bers a  little:  When  a  bank 
forecloses  on  real  estate,  ac- 
counting rules  permit  calling 
the  nonperforming  property 
"assets  acquired  as  loan  sa- 
tisfaction." This  category  of 
foreclosed  assets  at  Manufac- 
turers Hanover  nearly  tre- 
bled in  1987,  to  $355  million. 
If  this  number  is  added  into 
the  nonperforming  domestic 
loans,  which  totaled  $1.36 
billion  last  year,  the  level  of 
nonperforming  loans  to  total 
loans  in  the  U.S.  remained  at 
4.4% — no  improvement. 

Analyst  Allerton  Smith  of 
First  Boston  surveyed  the 
eight  largest  banks  in  the 
country  and  found  that  over- 
all Manufacturers  Hanover 
had  the  third-highest  level  of 
nonperforming  assets  in  the 
group.  Relative  to  size,  only 
BankAmerica  and  Chemical 
had  more  troubled  loans: 
BankAmerica's  problems 
have  already  led  to  a  change  of 
top  management  and  a  sharp 
shrinkage  in  assets;  Chemical 
is  heavy  with  problem  loans 
as  a  result  of  its  acquisition 
last  year  of  Texas  Commerce 

Bancshares. 

Manufacturers  Hanover's  exposure 
in  foreign  lending  is  well  known.  Its 
loans  to  developing  countries  amount 
to  nearly  three  times  its  equity  capi- 
tal. The  next  highest  proportion  is 
BankAmerica's  at  258%.  Citicorp  is 
in  seventh  place  with  134%  of  Third 
World  loans  to  total  equity. 

But  McGillicuddy's  problems  are 
not  all  in  Brazil  and  Argentina  and 
similar  economies.  If  they  were,  it 
would  be  simply  a  matter  of  piling  up 
enough  domestic  earnings  to  allow 
further  additions  to  reserves  in  the 
foreign  field — essentially  Citicorp's 
situation. 

Buried  in  Manufacturers'  loan  port- 
folio are  other  loans  that  may  become 
problems  in  1988  and  beyond.  Exclud- 
ing $700  million  of  foreign  energy 
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loans,  the  bank  has  an  energy  portfo- 
lio of  $2.5  billion,  6  4%  of  its  domes- 
tic portfoli  -a  Texas-size  commit- 
ment to  Vhile  McGillicuddy 
has  succeeded  in  cutting  the  energy 
portfolio  substantially,  he  still  has 
to  face  a  growing  proportion  of 
nonperlorming  energy  loans. 

Another  problem  is  Manufacturers 
Hanover's  $3.17  billion  domestic  real 
estate  portfolio,  which  is  made  up  al- 
most wholly  of  commercial  loans,  a 
risky  category.  Albert  Gamper,  who 
heads  the  Manufacturers  Hanover 
real  estate  division,  concedes  that 
15%  of  the  real  estate  portfolio  is  in 
Texas  and  in  almost  equally  troubled 
Colorado.  In  Texas,  Manufacturers 
Hanover  lent  $214  million  on  the  Al- 
lied Bank  Tower  project,  which  de- 
faulted in  April  of  last  year.  It's  the 
largest  single  real  estate  default  in 
Texas  to  date.  This  year  a  big  hotel 
project  in  Austin  went  bad. 

Manufacturers  Hanover  is  one  of 
the  most  aggressive  lenders  to  lever- 
aged buyouts — making  it  vulnerable 
in  a  recession.  Prudential-Bache  ana- 
lyst George  Salem  estimates  Manu- 
facturers Hanover's  exposure  in  LBO 
loans  is  between  $1.5  billion  and  $2 
billion.  Only  BankAmenca  has  as  ex- 
treme an  exposure  in  LBOs  compared 
with  shareholders'  equity.  These 
loans  may  all  be  good,  but  many  of 
them  could  be  hit  in  even  a  modest 
recession. 

There's  a  pattern  here — and  it  dis- 
tinguishes Manufacturers  Hanover's 
problems  from  those  of  the  other 
money  center  banks.  All  suffer  from 
similar  woes,  but  in  almost  every  case 
Manufacturers  Hanover's  are  worse. 
Most  of  them  stem  from  an  unbanker- 
ly  passion  for  growth.  Even  without 
counting  the  acquisition  of  the  CIT 
Group,  Manufacturers  Hanover  on  av- 
erage grew  1  Vi  times  as  fast  as  other 
money  center  banks  from  McGilli- 
cuddy's  ascension  in  1979  until  1984. 
These  were  the  years  when  the  bank- 
ing system  was  making  many  of  the 
liberal  loans  that  led  to  today's  prob- 
lems. Growing  that  fast,  Manufactur- 
hould  have  had  at  least  its  share 
of  bad  loans.  From  1983  through  1986, 
however,  its  allowance  for  bad  loans 
stayed  at  the  same  level  even  as  the 
level  of  nonperforming  assets  was 
mounting,  according  to  data  compiled 
by  First  Boston's  Smith.  That  suggests 
a  rather  too  optimistic  evaluation  of 
li  in  portfolio. 

While  Chemical  and  Chase  were 

iding  from  a  fairly  solid  base  oi 

■  apital,    Manufacturers    was 

jowth  largely  with  bor- 

Today  44%  of  its  total 

term  debt,  says  analyst 


Stephen  Skaggs  of  Sheshunoff  &  Co. 
Only  Citicorp  has  relied  as  heavily  on 
debt,  but  Citicorp's  earnings  margin 
is  much  better,  with  earnings  that 
exceed  chargeoffs  by  a  factor  of  2.8, 
compared  with  Manufacturers'  1.7. 

After  most  of  the  financial  world 
realized  energy  was  a  contracting 
business,  Manufacturers'  leasing  de- 
partment continued  to  make  energy 
loans.  "We  got  no  directive  from 
above  to  stop,"  says  a  former  credit 
officer.  So  they  didn't,  until  late  in  the 
game.  Another  former  Manufacturers 
Hanover  banker  repeats  the  same  sto- 
ry about  the  standby  letters  of  credit: 
Volume  grew  so  fast  around  1982  that 
officers  could  not  keep  track  of  bor- 
rowers and  lenders.  Management's 
answer:  Don't  worry,  we  need  to  keep 
revenues  growing. 

All  of  the  money  center 
banks  suffer  from  similar 
woes,  but  in  almost  every 
case  Manufacturers 
Hanover's  are  worse.  And 
most  of  its  problems  stem 
from  an  un.bank.erly 
passion  for  growth. 

John  McGillicuddy  is  a  man  of  con- 
siderable style,  but  it  is  a  style  that 
doesn't  take  well  to  retrenchment.  In 
1986,  when  problems  were  already 
surfacing,  he  went  ahead  with  plans 
to  spend  $135  million  on  a  lavish  new 
headquarters  in  London,  the  Adelphi 
building.  It  is  stunning,  a  monument 
of  prestige,  but  capital  is  what  the 
bank  needs  now,  not  prestige. 

You  don't  easily  hide  problems  like 
these  from  the  money  markets.  Man- 
ufacturers Hanover  was  cornered  into 
paying  off  $250  million  of  money 
market  preferred  stock  in  February 
when  the  market  demanded  a  divi- 
dend rate  higher  than  the  commercial 
paper  rate. 

A  nasty  circle:  The  more  investors 
become  skeptical  about  a  bank's  pros- 
pects, the  higher  goes  its  cost  of  capi- 
tal and  funding,  and  the  bank's  earn- 
ing potential  declines  accordingly. 

In  early  March,  for  example,  accord- 
ing to  the  licit ik  Rati'  Monitor,  Manufac- 
turers Hanover  six-month  CDs  yielded 
63  basis  points  over  the  equivalent 
term  Citicorp  and  Chemical  paper. 
MHC  one-year  CDs  traded  50  basis 
points  over  those  two  banks'.  That's  a 
tremendous  disadvantage  in  a  brutally 
competitive  business  in  which  money 
is  the  raw  material.  While  paying  more 
for  money,  Manufacturers  can't  charge 
higher  interest  rates — unless  it  takes 
on  riskier  loans,  of  which  it  already  has 
more  than  its  share. 


All  of  which  helps  explain  why  the 
stock  market  gives  such  a  low  price- 
earnings  multiple  to  Manufacturers 
Hanover.  The  bank  reported  operating 
earnings  worth  $10.55  a  share  in  1986, 
and  would  have  earned  $9.41  in  1987 
but  for  the  huge  additions  to  reserves 
against  Third  World  debt  that  Manu- 
facturers shared  with  other  major 
banks.  For  1988  McGillicuddy  is 
"comfortable"  with  operating  earn- 
ings projections  of  $7.60  a  share. 

But  go  a  bit  deeper  and  the  past 
earnings  look  less  impressive.  Manu- 
facturers Hanover  has  relied  on  non- 
recurring income  to  sustain  its  earn- 
ings: gains  on  investment  securities 
and  venture  capital,  sales  of  assets, 
credits  from  overfunded  pension 
funds.  In  1986  adjusted  operating 
earnings  fell  far  short  of  covering  the 
annual  dividend.  Last  year  operating 
earnings  alone  covered  the  common 
and  preferred  dividends  with  a  modest 
margin  to  spare. 

Management  counts  heavily  on  as- 
set sales  in  the  period  just  ahead.  In 
this  management  is  fortunate  because 
there  are  rich  assets — one  reason  the 
bank  won't  fail. 

Among  the  assets  that  could  be 
sold:  real  estate,  including  the  Park 
Avenue  headquarters;  the  profitable 
consumer  finance  and  credit  card 
businesses;  pension  plan  surpluses; 
and  venture  capital  gains.  Money 
raised  from  these  assets  could  gener- 
ate gains  of  $2.1  billion  pretax.  Such 
gains  could  be  taxable,  but  credits 
may  offset  these  capital  gains  taxes. 
Selling  assets  like  these,  however,  is 
like  peddling  the  antiques  to  pay  the 
rent.  The  businesses  to  be  sold  are 
profitable  and  their  sale  will  reduce 
the  bank's  cash  flow;  sale  of  the  head- 
quarters would  saddle  the  bank  with 
substantial  lease  expenses. 

What  about  CIT,  the  asset-based 
lender,  acquired  for  $1.5  billion  in 
1984?  Selling  it  would  produce  some 
cash  and,  by  reducing  the  asset  base, 
reduce  the  need  for  fresh  capital.  But 
CIT  has  not  done  well.  If  the  bank  were 
to  sell  CIT  based  on  last  year's  earnings, 
it  would  take  a  "significant"  loss,  says 
Peter  Tobin,  chief  financial  officer. 

Thus  Manufacturers  Hanover,  once 
the  fastest  growing  of  the  bigger 
banks,  faces  a  protracted  and  delicate 
period  of  shrinking.  Five  years  from 
now,  ten  years  from  now,  Manufac- 
turers Hanover  will  almost  certainly 
still  be  around.  But  it  will  be  a  very 
different  bank  from  the  one  John 
McGillicuddy  expanded  into  trouble. 
Clearly  it  needs  to  improve  its  credi- 
bility and  to  persuade  Wall  Street  and 
the  money  markets  that  it  has  mend- 
ed its  careless  ways.  ■ 
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Manufacturers  Hanover  isn't  the  only  gi- 
ant bank  that  has  stretched  its  capital  thin. 
Today  many  regional  banks  are  better 
positioned  to  raise  capital  and  to  grow 
than  many  of  their  money  center  rivals. 

How  the  mighty 
have  slipped 


By  Ben  Weberman 


What's  a  money  center  bank? 
It  used  to  mean  a  big  bank  in 
New  York,  Chicago,  Los  An- 
geles or  San  Francisco.  To  these,  folks 
from  the  boondocks  supposedly  went 
when  they  needed  really  big  money. 
They  were  the  prestige  banks.  Every- 


thing else  was  kind  of  provincial. 

Well,  the  money  center  banks  had 
the  capital,  and  that's  why  they  were 
at  the  center  of  things.  But  things 
have  changed.  If  you  define  capital  as 
the  market  value  of  outstanding  com- 
mon stock,  a  good  number  of  regional 
banks  are  today  better  capitalized 
than  some  of  the  money  center  behe- 


Nouveaux  riches 

Eight  of  the  15  biggest  banks  in  market  value  aren't  based  in  tradition- 
al money  centers.  The  15  are  here  followed  by  three  former  heavy- 
weights for  comparison,  shown  at  the  bottom  out  of  order:  Chemical 
New  York,  for  example,  would  be  33rd. 

Bank 

— Market  value — 

3/28/88      12/31/80 

($mil)          (Smil) 

Assets 

12731/87     12/31/80 
ISbil)           iSbil) 

Pr 

12/31/87 

12/31/80' 

Citicorp 

56,087 

$2,970 

$203.6 

$114.9 

185/s 

12'/8 

rP  Morgan 

6,012 

1,990 

75.4 

51.9 

36  Va 

12% 

PNC  Financial 

3,257 

276 

36.5 

6.0 

37% 

llto 

Security  Pacific 

3,063 

952 

72.8 

27.8 

25% 

14% 

SunTrust 

2,802 

167 

27.2 

3.3 

18'/4 

7% 

Wells  Fargo 

2,684 

692 

44.2 

23.6 

43 

14% 

Banc  One 

2,610 

222 

18.7 

2.8 

217/8 

7% 

Bankers  Trust 

2,453 

758 

56.5 

34.2 

31% 

15% 

Fleet/Norstar 

2,291 

120 

24.5 

3.5 

22% 

5% 

First  Union 

2,167 

121 

27.6 

3.3 

19% 

5% 

Chase  Manhattan 

2,079 

1,553 

99.1 

76.2 

22  H 

24'/8 

First  Interstate  Bancorp 

2,030 

1,350 

50.9 

32.1 

39V4 

36 

Sovran  Financial 

2,004 

95 

21.2 

2.7 

33% 

77s 

First  Wachovia 

1,999 

250 

19.3 

5.7 

33  Vi 

9'/8 

Barnett  Banks 

1,907 

251 

23.5 

4.4 

28% 

9Vi 

BankAmerica 

1,718 

4,450 

92.8 

111.6 

6% 

30'/4 

Manufacturers  Hanover 

1,239 

1,090 

73.3 

55.5 

21'/2 

32% 

Chemical  New  York 

1,228 

638 

78.2 

41.0 

21% 

19 

Note:  Valuation  date  is  Mar.  28;  Market  Value  500  tables  on  page  170  use  Dec.  31  numbers. 
'Adjusted  for  splits  and  dividends. 

Sources:  Smith  Barney;  Keefe  Bruyette 

&  Woods 

moths.  PNC  Financial  in  Pittsburgh, 
for  example,  by  this  measure  is  now 
larger  than  BankAmerica  and  Manu- 
facturers Hanover  combined.  Fleet/ 
Norstar  in  Providence,  R.I.,  is  better 
capitalized  than  Chase  Manhattan. 

Are  you  ready  for  Pittsburgh  and 
Providence  as  money  centers? 

The  regulators  count  book  value, 
not  market  value,  in  figuring  capital. 
But  market  value  matters  when  it 
comes  to  raising  fresh  capital  and 
making  acquisitions.  It's  clearly 
cheaper  to  raise  new  equity  capital  if 
you  can  sell  your  stock  at  175%  of 
book  value  than  if  you  have  to  take 
75%.  In  this  sense,  then,  the  tradi- 
tional money  center  banks  are  being 
decapitalized. 

In  the  list  of  the  most  powerful 
banks,  as  measured  by  market  capital- 
ization, the  old  giants  aren't  all  over- 
thrown: J. P.  Morgan  and  Citicorp  still 
lead  the  list.  But  consider  that  PNC, 
32nd  in  market  capital  six  years  ago, 
is  now  3rd.  Chase,  4th  largest  in  198 1, 
is  now  11th.  BankAmerica,  Chemical 
and  Manufacturers  Hanover  don't 
even  make  the  list  of  the  top  15  in 
market  capitalization. 

The  implications  go  well  beyond 
Wall  Street.  It  is  quite  possible  that 
the  giants  of  tomorrow's  banking  will 
be  more  widely  spread  across  the  na- 
tion. Besides  some  of  the  stronger  re- 
gionals,  several  specialized  money 
center  banks,  such  as  Security  Pacific, 
less  burdened  by  bad  loans,  are  in  a 
good  position  to  grow. 

While  the  elite  regionals  are  ex- 
panding in  assets,  profits,  low-cost  li- 
abilities and  profitable  loans,  a  good 
number  of  the  old  money  center 
banks  will  be  busy  nursing  their 
wounds  from  Latin  America,  auction- 
ing off  subsidiaries,  tapping  the  mar- 
kets for  cash  by  securitizing  and  sell- 
ing loans  and  other  assets,  and  gener- 
ally searching  for  ways  to  shrink 
gracefully. 

And,  of  course,  when  interstate 
banking  finally  comes,  it  will  be  the 
banks  with  strong  stocks  that  will  be 
in  the  best  position  to  make  acquisi- 
tions. Fleet  is  trading  at  180%  of 
book,  to  Citicorp's  83%. 

The  select  regionals  can  use  their 
high  market  valuations  to  invest  in 
new  activities,  draw  in  low-cost  de- 
posits and  raise  new  capital  on  rela- 
tively favorable  terms.  They  will  have 
the  resources  to  expand  in  municipal 
finance,  corporate  debt  and  equity  dis- 
tribution, mutual  fund  management 
and  stock  trading.  Many  of  the  old 
giants — certainly  Citicorp — will  re- 
main aggressive  players.  But  the  play- 
ing field  is  a  lot  more  level  than  it  was 
a  decade  ago.  ■ 
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The  Up  &  Comers 


Dealmakers 


Ever  heard  of  CML  Group?  Probably  not,  but 
as  an  upper-income  consumer  you  proba- 
bly have  a  mailbox  full  of  its  catalogs. 

It's  all  in 
the  earn-out 


By  Stanley  W.  Angrist 


Pfc  ITY  THE  POOR  EXECUTIVE  who 
™  gets  the  entrepreneurial  itch 
but  never  scratches  it.  Charles  M. 
Leighton,  now  52,  and  G.  Robert  Tod, 
48,  in  1969  were  wage  slaves  at  the 
old  Bangor  Punta  Corp.  conglomer- 
ate— Leighton  as  vice  president  of  the 
leisure  group,  Tod  as  his  subordinate. 
(Bangor  Punta  was  acquired  by  Lear 
Siegler  in  1984.)  They  decided  to  start 
a  company,  CML  Group,  Inc.  (Leigh- 
ton's  initials).  It  would  be  oriented 
toward  selling  goods  and  gimmicks  to 
the  affluent  middle-aged  consumer. 
The  partners  scraped  together  $40,000 
of  their  own  money  and  raised  $2  mil- 
lion more. 

Backers?  They  included  the  Ford 
Foundation,  Fayez  Sarofim  of  Hous- 
ton and  venture  capitalist  Arthur 
Rock.  In  what  is  now  a  well-emulated 
strategy  but  back  then  was  much 
fresher,  Leighton  and  Tod  set  out  to 
acquire  good,  steady  businesses  that 
they  believed  would  grow  with  the 
wealth  of  their  targeted  customers: 
the  35-to-55-ycar-old  consumers. 
This  includes,  of  course,  the  fastest- 
growing  age  group  in  the  country— 
the  ,'.">-to-44-year-olds.  As  a  whole, 
the  targeted  consumers  control  a 
great  deal  of  the  economy's  discre- 
ir>  income. 

aers  first  bought  the  then 
i.        "\v  legendary,  Bos- 
•  Inc.  The  company  makes 
nsinkable   small 
DSton  Whaler's 
million.  Leigh- 
be  in  excess  of 


$60  million  in  the  fiscal  year  ending 
this  July. 

Their  second  purchase  took  Leigh- 
ton and  Tod  into  direct  mail — catalog 
selling — an  area  that  contributes  25% 


of  their  sales  today.  The  day  after  buy- 
ing Boston  Whaler,  they  bought  Car- 
roll Reed  of  Portland,  Me.,  a  company 
selling  classic  women's  fashions, 
mostly  sportswear.  Started  by  Carroll 
and  Kay  Reed  in  1936  with  a  single 
store  and  a  black-and-white  catalog, 
the  firm  has  since  grown  to  50  stores 
and  mails  out  12  million  full-color 
catalogs  annually.  Sales  have  in- 
creased from  $1.8  million  when 
Leighton  and  Tod  bought  it  to  more 
than  $50  million. 

Still  specializing  in  direct-mail 
marketers,  in  1970  CML  added  Mason 
&  Sullivan,  a  company  that  sells  do- 
it-yourself  clock  kits  by  mail. 

Many  purchases  and  sales  later,  in 
1985,  the  company  bought  Syber Vi- 
sion, which  produces  audio  and  video 
self-help  tapes  on  various  sports  and 
other  topics  including  weight  control. 
It  sells  these  tapes  through  direct  mail 
and  television,  with  the  help  of  a  large 
and  splashy  advertising  budget.  Ac- 
cording   to    Leighton,    SyberVision's 


Richard  Howard 


CML  Group's  unsbikabk  Charles  M  Leigbton  (on  Ixilfa  Boston  Wxiler) 
What  to  do  when  smallish  acquisitions  no  longer  mean  as  much? 
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How  high  yield  bonds  helped  provide  50,000  people  with 
a  living  room  and  20,000  people  with  a  living. 

They  helped  by  providing  Hovnanian  Enterprises  with  the  capital  they  needed  to  develop  affordable  family 
housing.  Capital  they  would' ve  had  a  hard  time  getting  from  commercial  banks.  Or  any  place  else,  for  that 
matter.  Because  Hovnanian,  like  95%  of  all  American  companies  with  annual  sales  in  excess  of  $25  million,  was 
considered  non-investment  grade,  or  "junk,"  by  the  major  bond  rating  agencies. 

The  fact  is,  without  high  yield  bonds  provided  by  Drexel  Burnham,  Hovnanian  would  still  be  a  small, 
family  run  construction  company.  Instead  of  the  second  largest  developer  of  for- sale  multifamily  homes 
in  the  country. 


To  date,  Hovnanian  has  built  more  than  20,000  condominiums,  townhouses  and  single  family  homes 
throughout  New  York,  New  Jersey,  Florida  and  New  Hampshire.  Planned  residential  communities  that  have 
become  so  synonymous  with  quality  affordable  housing  that  they  typically  sell  out  in  a  single  weekend.  Making 
them  the  envy  of  the  housing  industry.  Not  to  mention  the  place  where  20,000  people  have  made  their  living. 
And  50,000  people  have  made  their  home. 

Drexel  Burnham 

Helping  People  Manage  Change 


Mrmber  SIPC  @  1987  Drewl  Burnham  Lamben  Incorponted 


sales  are  up  from  $2.5  million  at  the 
time  of  purchase  to  around  $40  mil- 
lion this  year. 

More  recently  CML  bought  Nordic- 
Track,  which  builds  exercise  ma- 
chines that  simulate  cross-country 
skiing.  After  buying  the  company  in 
1986,  Leighton  and  Tod  brought  in  a 
marketing  person  who  helped  in- 
crease annual  sales  from  around  $14 
million  to  more  than  $30  million, 
mostly  from  expanded  use  of  televi- 
sion and  direct  mail. 

Then  there  are  the  businesses  that 
haven't  worked  out.  Leighton  and 
Tod  bought  Ericson  Yachts  in  1971 
and  sold  it  in  1985.  Too  cyclical,  says 
Leighton.  He  also  dumped  Sierra  De- 
sign, a  maker  of  backpacking  equip- 
ment, when  he  found  that  the  hippies 
of  the  early  Seventies  had  changed 
their  focus  from  the  great  outdoors  to 
their  careers. 

Add  them  all  up  and  the  companies 
that  the  two  partners  have  accumu- 
lated posted  consolidated  revenues  of 
$326  million  for  the  most  recent  four 
quarters. 

Leighton,  CML's  chief  executive, 
and  Tod,  chief  operating  officer,  su- 
pervise this  conglomeration  from  Ac- 
ton, Mass.  (a  suburb  of  Boston),  aided 


by  a  lean  headquarters  staff  of  ten. 
The  two  bosses  concern  themselves 
with  such  areas  as  acquiring  compa- 
nies and  strategic  planning.  Every- 
thing else  they  leave  to  the  compan- 
ies' managers.  "It's  not  that  Charlie 
and  Bob  are  uninterested  in  what  I  am 
doing — they  are  terribly  interested," 
says  the  president  of  Boston  Whaler, 
Bill  Ryan.  "But  they  believe  that  I 
know  what  I  am  doing,  so  they  let  me 
do  it." 

Giving  managements  plenty  of 
leash  is  crucial  because  most  CML 
Group  purchases  are  based  on  an  earn- 
out.  The  seller  gets  some  cash  up 
front,  but  most  of  the  payoff  comes 
after  five  years,  depending  upon  the 
profitability  of  the  company. 

A  good  example  of  how  Leighton 
and  Tod  operate  is  the  Nature  Compa- 
ny. In  1981  Leighton's  mother-in-law 
told  him  about  a  shop,  the  Nature 
Company,  not  far  from  her  home  in 
Palo  Alto.  Leighton  visited  it  and  was 
intrigued  with  what  it  had  to  offer.  "I 
found  real  fossils  for  as  little  as  $12, 
telescopes,  books  on  nature,  toys  il- 
lustrating natural  laws — everything 
having  to  do  with  nature." 

Leighton  approached  the  co- 
founders  of  the  company,  Tom  Wru- 


-  •'.'  rod 

companies,  then  leave  the  managers  alone. 


bel  and  his  former  wife,  Priscilla,  but 
they  weren't  interested  in  selling. 
"But  then  a  few  years  later,"  says 
Leighton,  "they  asked  their  bank  for  a 
substantial  amount  of  money  to  ex- 
pand and  were  turned  down.  I  asked 
them,  why  don't  you  let  us  be  your 
bank?  They  agreed,  and  we  subse- 
quently did  an  earn-out  with  them. 
Tom  now  travels  all  over  the  world 
buying  things  for  the  shops." 

In  1983  the  Nature  Company  had  5 
shops  and  a  catalog  doing  $4.7  million 
in  annual  sales.  Today  there  are  22 
shops,  mostly  in  shopping  malls,  and 
a  widely  distributed  catalog,  together 
doing  over  $35  million. 

There's  not  much  in  CML  Group's 
recent  profitability  to  complain 
about.  Sales  for  the  six  months  ended 
Jan.  30  were  up  30.7%,  while  earn- 
ings, at  $1.13  a  share,  were  up  28.4% 
over  the  comparable  six  months  for 
1987.  There  is  a  manageable  $67  mil- 
lion of  long-term  debt. 

Nonetheless,  the  company  trades  at 
around  12  times  trailing  earnings,  a 
slight  discount  from  the  broad  mar- 
ket. Why?  Replies  Ed  Cimilluca,  man- 
ager of  the  special  situations  group  at 
Shearson  Lehman  Hutton  and  a  long- 
time CML  watcher:  "Investors  look  at 
the  women's  retail  division  and  get 
nervous.  They  overlook  the  strength 
and  balance  that  Boston  Whaler,  Nor- 
dicTrack  and  SyberVision  bring  to  the 
company." 

But  there  is  another  problem. 
Leighton  and  Tod  have  built  their 
company  by  acquiring  smallish  com- 
panies. Now  that  CML's  sales  ap- 
proach $350  million,  smallish  pur- 
chases don't  add  much. 

In  a  change  of  strategy,  CML  plans 
to  fund  a  number  of  new  marketing 
concepts  that  appear  to  fit  with 
CML's  overall  strategy  and  with  its 
appeal  to  customers.  CML  will  have  a 
five-year  option  to  buy  the  companies 
it  starts  this  way.  Won't  the  startups' 
losses  hurt  the  parent's  earnings?  Not 
the  way  Tod  has  the  accounting  prin- 
ciples figured  out.  "The  startups  will 
be  carried  on  our  balance  sheets,"  he 
says,  "but  they  won't  show  up  on  our 
income  statement  unless  we  buy 
them." 

Leighton  says  CML  has  started  this 
experiment  with  an  American  design- 
er named  Lillian  August.  He  thinks 
she  cap  provide  stiff  competition  for 
the  U.K.'s  Laura  Ashley  shops  (home 
furnishings  and  women's  and  chil- 
dren's clothing),  which  have  been 
opening  in  the  U.S.  as  well.  In  general, 
Leighton  adds,  "we  look  for  a  wonder- 
ful product  line  and  the  creative  per- 
son behind  that  line.  They  almost  in- 
variably go  together."  ■ 
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Look  again. 

A  group  of  blind  men 

came  upon  an  elephant. 

One  man  ran  his  hand 

along  its  flank  and  said, 

"This  is  the  tallest  tree 

in  the  jungle." 

Two  others  examined 

a  leg  and  soon  agreed: 

"A  column.  Ionic  perhaps." 

Yet  another  felt  its  trunk 

and  then  jumped  back,  crying, 

"Look  out,  the  dreaded 

black  mamba  snake!" 

We  find  this  story  amusing 
and  quite  apt.  After  all,  many 
people  see  us  as  simply  an 
aerospace  company;  whereas 
an  equal  amount  of  our  efforts 
are  in  the  building  and  auto- 
motive fields.  We  are  a  part 
of  nearly  every  car  on  the 
road.  And  Carrier  and  Otis 
still  lead  the  industries  they 
began.  But  perhaps  the  best 
way  to  think  of  us  is  not  as 
a  collection  of  parts,  but 
rather  as  a  single  company 
that  shares  ideas  and  resources 
wherever  it  can.  In  other  words, 
one  company  with  one  goal: 
united  technologies. 


UNITED 
TECHNOLOGIES 


r 


The  great  American  romance. 

We've  always  loved  tinkering 
with  our  cars. 

But  with  today's  technology, 
you  need  a  road  map  just  to 
venture  under  the  hood. 
Fortunately,  there's  less 
reason  to. 

UT  Automotive  is  a  leader 
in  designing  complete 
electrical  and  electronic 
car  systems. 
The  same  corporation 
that  created  cockpit  displays 
for  the  Space  Shuttle  also 
helps  streamline  your  car's 
nervous  system,  making  it 
practically  self-sufficient. 
You'll  still  be  welcome 
under  the  hood,  but  a  lot 
happier  behind  the  wheel. 

The  companies  of  United 
Technologies  are  working 
together  to  share  technology 
that  is  as  reliable  as  it  is 
advanced.  From  thinking 
car  systems  to  elevators  that 
talk,  from  a  brand-new 
generation  of  jet  engines 
to  space  propulsion  systems 
that  set  man  among  the  stars. 


UNITED 
TECHNOLOGIES 


How  bananas  beat  the  heat. 

Minutes  from  the  tree, 
a  cooling  plunge  eases 
their  temperature  down 
to  precisely  13.8°C. 
Now  they're  set  to  trek 
from  the  plantations 
of  Costa  Rica  to  your 
corner  store. 
But  if  the  mercury  slides 
a  single  degree  in  transit, 
you're  looking  at  imported 
brown  mush. 
That's  why,  like  so  much 
of  the  world's  produce, 
they  travel  in  refrigerated 
containers  bearing  an 
all-important  name: 
Carrier  Transicold. 

The  companies  of  United 
Technologies  are  working 
together  to  make  life  more 
comfortable.  From  Otis 
elevators  to  UT  Automotive 
components,  from  Carrier 
air  conditioning  to  Hamilton 
Standard  climate  controls 
for  the  Space  Station. 


UNITED 
TECHNOLOGIES 


British  Petroleum  today  is  more  American 
than  British.  Given  its  ambitions  in  the  U.S. 
West  Coast  market,  it  may  be  even  more 
American  before  long. 

Is  there  a  Unocal 
in  BP's  future? 


By  James  Cook 


Bruce  Zakc/Piciure  Group 


r  Robert  />'  Horton 
a*  Chevron,  but  a  lot  more  effective. 


I't  was  the  geologists  who  saved 
the  British  Petroleum  Co.  from 
i  sinking  into  second-class  status 
after  the  oil  giant  was  evicted  from 
Iran,  Nigeria  and  most  of  the  other 
countries  where  it  produced  oil.  The 
geologists  uncovered  vast  new  re- 
serves in  the  North  Sea  (the  Forties 
Field)  and  Alaska's  Prudhoe  Bay.  But 
currently  it  is  British  Pete's  market- 
ing and  refining  people  who  are  taking 
the  bows.  Says  Robert  B.  Horton,  48, 
the  newest  of  British  Petroleum's  sev- 
en managing  directors  and  until  re- 
cently head  of  its  huge  U.S.  opera- 
tions: "We're  still  terrific  at  finding 
oil,  but  we  are  much  more  concentrat- 
ed on  being  excellent  marketers." 
These  days,  Horton  claims,  BP  Ameri- 
ca is  the  most  profitable  multire- 
gional  refiner-marketer  in  the  U.S. 

Now  a  solid  number  three  in  size  in 
the  international  oil  industry,  BP  is  no 
longer  an  also-ran  but  one  of  the  most 
adventurous  companies  around.  In 
the  past  two  years  it  has  made  a  series 
of  major  strategic  moves.  The  two 
biggest  involved  the  commitment  of 
over  $12  billion:  $7.7  billion  for  the 
minority  interest  in  its  Standard  Oil 
of  Ohio  affiliate  and  $4.4  billion  for 
the  North  Sea's  largest  independent 
oil  and  gas  producer,  Britoil.  Smaller 
but  still  hefty  acquisitions  included 
$550  million  for  Ralston  Purina's  ani- 
mal feed  business  to  bolster  BP's  $3- 
billion-a-year  nutrition  sideline;  $680 
million  for  Gulf  Oil's  southeastern 
marketing  operation;  and  maybe  $250 
million  for  Lear  Petroleum  Corp.,  a 
natural  gas  transmission  company. 
With  a  smile,  Horton  says  of  these 
bold  moves:  "The  equivalent  of  Chev- 
ron taking  on  Gulf,  except  a  lot  more 
effective." 

The  comparison  with  Chevron  is 
telling:  BP  reported  $2.1  billion  in 
profit  last  year  on  $45  billion  in  sales, 
carrying  4.7  cents  on  the  dollar  to  net 
income  (versus  3.6  cents  for  Chev- 
ron), and  earned  an  above  average 
14.5%  return  on  equity  (versus  6.5% 
for  Chevron). 

Bob  Horton  concedes  that  BP's  re- 
serves in  the  North  Sea  and  Alaska 
have  begun  to  peak,  but  he  denies  that 
this  is  a  serious  threat  to  future  profit- 
ability: "The  rates  of  decline  in  the 
North  Sea  are  really  relatively  small, 
and  there's  no  way  Prudhoe  Bay  could 
be  replaced — that's  pie  in  the  sky — 
and  I'm  not  losing  any  sleep  about  it." 

The  peaking  of  reserves  at  a  high 
level  is  a  small  enough  problem  com- 
pared with  ones  the  company  has 
faced  and  overcome  in  the  recent  past. 
Created  in  1909  as  the  Anglo-Persian 


62 


FORBES,  APRIL  25,  1988 


1 


There's  only  a 

handful  of  truly 

global  banks. 


Here's  how 
to  recognize 
one  of  them. 


M 


..  ■ 


Look  to  the  ABN/LASALLE  group. .  .the  symbol  of  global  reach.  What  started  in  1824 
as  a  Dutch  trading  company  has  grown  into  Algemene  Bank  Nederland  N.Y,  a  $67 
billion  banking  network  of  more  than  900  offices  in  43  countries  on  6  continents. 

Global  power.  We  are  deeply  rooted  in  the  business  culture  of  each  country  with 
full-service  indigenous  banks.  Domestic  power.  We  are  a  major  presence  in  North 
America  with  13  offices  in  the  U.S.  and  Canada. 

Comprehensive  financial  services.  Whether  your  needs  include  corporate  and 
trade  finance,  treasury,  capital  markets,  trust  or  security  and  syndication  services, 
call  your  nearby  office.  Or  contact  Peter  Casey,  ABN/LASALLE  North  America.  Inc.. 
1 3  5  South  LaSalle  Street,  Chicago,  I L  60603.  Phone  1-800-84  5-8884. 


ABN  O  LASALLE 


ABN  Bank  offices  are  in  Atlanta  Boston  Chicago  Houston  Los  Angeles.  Miami  Montreal  New  York  Pittsburgh  San  Francisco  Seattle  Toronto,  and  Vancouver 
LaSalle  National  Corp  ,  Chicago  is  a  subsidiary  of  Algemene  Bank  Nederland  N  V         ©  1988  ABN:  LASALLE  North  America.  Inc 


GROUNDS  FDR  CHOOSING 
ANOFHCESTTE 
.  iiFTHE  BEST-RUN 
COUNTIES  IN  AMERICA. 

Of  some  3200  counties  nationwide,  only 
ten  have  earned  AAA  bond  ratings  from 
both  Moody's  Investors  Service  and  Stan- 
dard &  Poor's.  Henrico  County,  Virginia 
has  earned  a  place  in  this  exclusive  neigh- 
borhood, and  for  good  reasons: 

Like  interstate  highways  constructed 
to  meet  transportation  needs  well  into  the  next  cen- 
tury. A  school  system  repeatedly  honored  with  Presidential  recognition. 
And  some  of  the  most  impressive  office  parks  and  industrial  sites  in  the 
country.  All  in  the  thriving  Richmond  metropolitan  area. 

Contact  Frederick  Agostino,  Industrial  Development  Authority,  at 
(804)  747-4212,  or  RO.  Box  27032E,  Richmond, Virginia  23273.  We'll  give 
you  even  more  grounds  for  moving  here. 

HENRICO  COUNTY,  VIRGINIA 

One  Of  The  Best- Run  Counties  In  America. 


When  a  40I(k)  plan  seems 
more  a  problem  than  a  benefit, 


Hs time  ro  talk* 


aa*®*"* 


Establishing  and  main- 
taining a  401(k)  plan  for 
your  employees  should 
be  a  readily  attainable 
goal. 

At  Scudder,  we  deliver 
effective  401(k)  programs 
which  feature  no-load 
mutual  funds.  We  under- 
stand the  retirement 
planning  needs  of  companies  like  yours 
so  thoroughly,  we  can  make  your  plan  a  virtually  turnkey  operation. 

Scudder,  Stevens  &  Clark  has  been  a  professional  money  manager 
since  1919,  and  now  manages  over  $30  billion.  Call  Scudder  today 
turn  our  experience  to  your  benefit.  1-800-323-6105  Ext.  318 

'     maiion.  including  management  fees  and  expenses,  call  for  a  current  pro- 
■  i  e  you  invest  or  send  money  Scudder  Fund  Distributors,  Inc  ,  Underwriter 
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Oil  Co.  to  exploit  Iran's  vast  undevel- 
oped reserves,  BP  came  under  the 
sway  of  the  British  government  in 
1914,  when  Winston  Churchill,  then 
First  Lord  of  the  Admiralty,  picked  up 
a  51%  stake  to  assure  supplies  for  the 
Royal  Navy.  But  the  Iranian  oil  is  long 
gone — confiscated — and  BP  is  a  differ- 
ent company  from  what  it  once  was. 
Since  Peter  Walters  took  over  as  chief 
executive  in  1981,  the  company  has 
been  virtually  transformed. 

In  this  transformation  Bob  Horton 
has  played  a  major  role.  He  was  sent 
to  the  U.S.  in  early  1986  after  the 
board  fired  the  former  management  of 
BP's  Standard  Oil  of  Ohio  affiliate, 
which  had  blown  nearly  $2  billion  on 
a  badly  timed  and  vastly  overpriced 
acquisition  of  Kennecott  Copper. 
Horton  has  spent  the  last  two  years 
shaping  up  Standard  Oil  of  Ohio, 
which  BP  acquired  in  1970  by  swap- 
ping its  North  Slope  reserves  for  a 
55%  stock  interest. 

"If  we  could  find,  a  West 
Coast  refining -marketing 
acquisition  we  thought  we 
could  pay  for,  we  would  go 
after  it  very  seriously."  " 

Horton  set  about  undoing  much  of 
the  former  management's  damage. 
First,  he  cleaned  house,  withdrawing 
from  no  fewer  than  13  businesses, 
selling  three-quarters  of  the  oil  and 
gas  leases  Sohio  had  acquired  in  the 
U.S.  in  the  early  Eighties,  and  writing 
down  two  oilfields  in  the  Gulf  of  Mex- 
ico. He  then  went  on  to  spend  $560 
million  putting  the  Endicott  field  on 
the  North  Slope  into  production  and 
another  $400  million  into  moderniz- 
ing Kennecott's  great  Bingham  Can- 
yon open  pit  mine  near  Salt  Lake 
City.  Both  Endicott  and  Bingham 
Canyon  are  now  operating,  copper 
prices  have  zoomed,  and  Bingham, 
Horton  claims,  will  be  the  lowest- 
cost  copper  producer  in  North  Ameri- 
ca, low-cost  enough,  in  fact,  to  under- 
cut even  the  Chileans. 

With  Sohio  back  on  its  feet,  BP 
bought  out  the  minority  interest  last 
June  and  melded  it  with  its  own  U.S. 
operations  to  form  BP  America,  in  the 
process  giving  up  $360  million  it  had 
been  getting  in  Sohio  dividends  in  ex- 
change for  access  to  Sohio's  $2.8  bil- 
lion in  cash  flow.  The  result  is  that, 
despite  its  name,  BP  is  now  predomi- 
nantly an  American  company,  with 
half  its  assets  and  over  50%  of  its 
sales  and  earnings  in  the  U.S.. 

As  Horton  prepares  to  leave  for 
broader  responsibilities  with  the  par- 
ent company  in  London,   fames  H. 
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CFP.  BECAUSE 
FINANCIALOPPORTUNITIES 

ARE  UNLIMITED. 


AND  MONEY  ISN'T. 


Make  the  right  financial  decision,  and  you'll  be  living  high  on 
the  hog.  But  make  a  mistake,  and  you  could  go  belly  up. 

That's  why  you  need  the  expertise  of  someone  with  the 
Certified  Financial  Planner"'  designation.  From  tax  man- 
agement to  insurance.  Retirement  planning  to  estate  plan- 
ning. A  CFP1U  can  help  you  make  more  intelligent  choices 
about  your  money. 

What  makes  the  CFP  designation  so  valuable?  Most 
who  have  earned  it  are  graduates  of  the  College  for  Finan- 
cial Planning®.  And  all  have  passed  a  series  of  rigorous 


examinations  from  the  International  Board  of  Standards  and 
Practices  for  Certified  Financial  Planners,  Inc.  The  same 
board  that  enforces  a  strict  Code  of  Ethics  and  continuing 
education  requirements  for  every  CFP  designate.  Even- 
year  that  person  is  in  practice. 

So  it's  not  easy  to  earn  the  CFP  designation.  And  it's 
even  tougher  to  keep  it.  Which,  when  you  think  of  it,  is  just 
like  your  money. 

Call  a  CFP  Because  your  opportunities  are  unlimited. 
And  your  money  isn't. 


This  message  sponsored  by 

College  for  Financial  Planning 

9725  East  Hampden  Avenue,  Denver,  CO  80231 

©  1988,  College  for  Financial  Planning.  Certified  Financial  Planner  and  CFP  are  certification  marks  of  the  International  Board  of  Standards  and  Practices 
for  Certified  Financial  Planners,  Inc.  (IBCFP). 

Send  me  yourfree  brochure.  Choosing  tiie  Right  Financial  Planner  Retvu    to  College  for  Financial  Planning,  9725  E.  Hampden  Ave.,  Denver,  CO  80231. 
Name ipanj 


Address. 


.  City. 


.  State. 


.  Zip_ 


.  Telephone . 


CFB  4A-88 


BP  America  President  James  II  Ross 

Instead  of  $360  million  in  dividends,  $2.8  billion  in  cashflow. 


Brucr  Zake/Picturr  Group 


Ross,  formerly  head  of  BP's  interna- 
tional refining  and  marketing  opera- 
tion, moves  in  to  succeed  him.  Ross 
has  spent  the  last  several  years  turn- 
ing BP's  European  refining  and  mar- 
keting system  into  one  of  the  most 
efficient  in  the  industry.  Under  Ross, 
BP  led  the  way  in  cutting  back  capaci- 
ty in  Europe,  refining  capacity  by  half, 
service  stations  by  35%  to  40%. 
"That  doesn't  mean  getting  out  of  a 
market  or  losing  market  share,"  Ross 
says.  "It  means  you've  got  your  gal- 
lonage  concentrated  in  a  much  more 
profitable  way."  BP  still  has  a  ways  to 
go  in  Europe,  where  it  ranks  third  or 
fourth  in  most  markets  (after  Shell 
and  Exxon),  as  against  first  or  second 
in  those  U.S.  markets  where  the  com- 
pany operates. 

With  its  huge  Alaskan  reserves,  BP 
is  in  the  happy  position  of  being  self- 
sufficient  in  crude  in  the  U.S.  Not  so 
elsewhere  in  the  world,  where  50%  of 
the  crude  that  moves  through  the  sys- 
tem comes  from  others.  But  this  is  not 
a  bad  position  to  be  in  at  a  time  when 
s  plentiful.   "We  market  about 
.  Ii  product  as  we  actually 
Ross  We  take  ad- 

ple's  surplus  re- 
the  products  at 

•.ill  faces  chal- 
nly  on  the  East 


Coast — as  Sohio  in  Ohio;  Boron  in 
adjacent  states;  BP,  Gas  &  Go,  Scot, 
Wm.  Penn  and  Gibbs  in  the  North- 
east; and  Gulf  in  the  Southeast.  Since 
its  oil  is  in  Alaska  and  its  markets 
nearly  a  continent  away,  BP  must 
move  500,000  barrels  a  day  of  Alaskan 
crude  through  the  trans-Panama  pipe- 
line to  the  East  Coast.  Quite  apart 
from  the  political  hazards  of  the  Pana- 
ma pipeline,  BP  would  prefer  market- 
ing the  bulk  of  its  Alaskan  crude  on 
the  West  Coast  and  so  make  a  big  cut 
in  its  transportation  costs.  "If  we 
could  find  a  West  Coast  refining-mar- 
keting  acquisition  that  we  thought 
we  could  pay  for,"  Horton  says,  "it 
would  be  something  we  would  go  af- 
ter very  seriously."  The  only  really 
large  independent  available  is  Unocal, 
beaded  by  71 -year-old  Fred  Hartley. 
Suggest  that  BP  has  ambitions  of  tak- 
ing over  Unocal  and  Horton  guffaws. 
"I'm  not  going  to  say  one  of  my  best 
tnends  is  called  Fred." 

Financially,  BP  is  in  sterling  shape. 
The  Britoil  deal  raised  its  debt  ratio  to 
an  uncomfortably  high  40%,  but  BP 
plans  to  dispose  of  as  much  as  $1.8 
billion  in  assets,  so  it  may  not  remain 
at  40%  for  long,  even  without  a  firm- 
ing in  the  price  of  oil.  Says  Horton: 
"We'd  be  a  lot  more  comfortable  if 
that  ratio  were  five  or  six  points  low- 
er, but  I  don't  think  we're  going  to  feel 


inhibited  if  a  good  opportunity  comes 
our  way." 

Last  October,  in  the  midst  of  the 
stock  market  crash,  the  British  gov- 
ernment finally  sold  off  its  remaining 
32%  stake  in  the  company.  As  it  did, 
the  Kuwait  Investment  Office  began 
to  accumulate  its  stock,  and  the  pros- 
pect of  a  takeover  gave  BP's  stock  a 
speculative  lift.  The  Kuwaitis  have 
assured  BP  that  they  intend  to  remain 
passive  investors  and  not  acquire  over 
22.5%  of  the  company  (versus  22.1% 
currently).  Maybe  so,  but  the  produc- 
ing countries  have  been  moving  into 
marketing  and  refining,  and  this 
makes  the  Kuwaiti  move  suspect. 
Says  Joseph  Tovey,  head  of  Tovey  & 
Co.,  "It's  only  a  question  of  deciding 
which  parts  of  BP  the  Kuwaitis  want 
in  exchange  for  their  shares." 

Any  way  you  cut  the  deal,  then,  BP 
is  a  lively  outfit  these  days.  One  more 
thing:  It  is  something  of  a  currency 
play  for  U.S.  investors.  BP  pays  its 
dividends  in  pounds,  and  holders  of  its 
ADRs  get  those  dividends  in  dollars. 
The  result  is  that  though  BP's  divi- 
dend has  risen  only  25%  since  1984, 
in  the  same  period  the  dollar  value  of 
those  dividends — on  the  ADRs — has 
gone  up  over  75%.  There's  no  guaran- 
tee that  that's  going  to  last.  But  it  adds 
a  fillip  to  one  of  the  oil  industry's 
most  interesting  situations.  ■ 
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travelers 


business  trip  the  same  way 


'They  take  the  day  off" 


.&mt*+&^ 


INTRODUCING  KLM'S  EXECUTIVE  STAY-ON- 
THE-WAY  PROGRAM. 

Its  no  secret  that  business  trips  have  a  way  of  turning 
out  better  when  you're  well  rested. 

And  at  KLM,  this  common  knowledge  has  given  birth 
to  a  rather  uncommon  stopover  program. 

Simply  stated,  the  Executive  Stay-on-the-Way  Program 
provides  a  complimentary  overnight  stay  in  Amsterdam 
for  our  Royal" and  Business  Class  passengers  making  con- 
necting flights  to  destinations  beyond  Holland. 


You'll  be  driven  to  a  first-class  hotel  and  enjoy  superb 
meals,  sightseeing  and  other  touches— all  designed  to  leave 
you  rested,  refreshed  and  ready  to  work  at  your  best. 

After  all,  it's  not  simply  a  question  of  how  quickly  you 
can  get  down  to  business  in  Europe.  But  how  well  you're 
able  to  conduct  it  once  you  begin. 

To  learn  more,  call  your  travel  agent  or 
KLM.  The  airline  of  the  seasoned  traveler. 

The  Reliable  Airline  KLM 

Royal  Dutch  Airlines 


No  matter  where  you 


vou 


Over  65  years  ago,  we  sol  out  to 
build  a  new  kind  of  insurance  group. 

One  unencumbered  by  conven- 
tional insurance-  industry  wisdom.  /  We'realso  A.  geared  for  fast  response  to 

we're  leaders  in  a  broad  range  of        rapidly  shifting  conditions.  With  indigenous 
coverages,  from  properly  and  casualty  to        managers  around  the  world  who  think  and 
dent  and  health.  act  like  entrepreneurs. 


nsumnoe  needs  takeyou, 


The  result  is  an  JL  organization  well 
positioned  to  meet  your  insurance  needs  today, 
while  anticipating  new  risks  that  might  turn 
up  tomorrow. 


To  learn  more,  contact  AIG, 
Department  A,  70  Pine  Street, 
•    New  York,  New  York  102 70. 
Together,  we'll  function  like  clockwork. 

Insurance  Companies  That  Don't  E17S 
Think  Like  Insurance  Companies  rW*LW| 


For  many  German  businessmen,  risk  is  a 
four-letter  word.  For  Bertelsmann's  Mark 
Wossner,  it  is  a  formula  for  success. 

The  latest  U.S. 

media  giant  isn't 

even  American 


By  Richard  C.  Morais 


Asked  to  name  the  world's  larg- 
lest  media  company,  most 
LAmericans  would  probably 
guess  $4.4  billion  Capital  Cities/ABC 
or  perhaps  $4.2  billion  Time  Inc.  The 
right  answer  is  a  media  giant  situated 
in  the  small  (pop.  80,000)  city  of  Gu- 
tersloh  in  northern  West  Germany, 
where  $6.4  billion  (1987  revenues,  at 
1.67  deutsche  marks  to  the  dollar) 
Bertelsmann  A.G.  hangs  its  hat. 

Bertelsmann  is  the  world's  largest 
book  club  operator  and  mass  market 
book  publisher.  It's  also  one  of  the 
world's  largest  record  companies. 


The  152-year-old  company  is  90% 
owned  by  Reinhard  Mohn  and  his 
family.  Currently  near  the  top  of 
Forbes'  list  of  145  billionaires  (with  a 
fortune  estimated  at  $2.5  billion), 
Mohn  has  just  announced  that  the 
entire  fortune  is  going  to  charity  after 
his  death. 

How  did  a  privately  owned  German 
company  grow  so  large  in  media? 
Much  of  the  credit  goes  to  Bertels- 
mann's risk-taking  current  chief  exec- 
utive, Mark  Wossner.  Wossner  took 
the  helm  in  1983.  Late  in  1986  he 
took  a  pair  of  back-to-back  risks  when 
he  paid  $330  million  for  then  ailing 
RCA  Records  and  another  $475  mil- 


mer 

:■:<■.. 


lion  for  troubled  Doubleday. 

"I  agree  Doubleday  was  too  expen- 
sive for  what  we  got,"  says  Wossner, 
lounging  at  his  Gutersloh  conference 
table  in  a  camel-colored  sweater.  "But 
when  we  bought  it,  we  had  a  vision  of 
what  we  could  turn  it  into.  We  had  a 
strategic  plan  of  how  to  integrate  the 
business,  fudging  the  acquisition  after 
the  restructuring,  the  price  now 
seems  okay." 

Wossner  attacked  RCA  Records' 
and  Doubleday's  problems  with  a  for- 
mula Bertelsmann  has  used  many 
times  before  when  making  acquisi- 
tions: Give  local  management  elbow- 
room  for  creativity  but  hold  them  ac- 
countable to  the  ferocious  Gutersloh 
accountants. 

When  Wossner  bought  RCA  Rec- 
ords, Bertelsmann's  $630  million 
sales  music  group — which  also  in- 
cludes the  Ariola,  Arista  and  Red  Seal 
labels — was  losing  $30  million  a  year 
at  the  operating  level.  (Bertelsmann 
has  its  own  unique  method  of  calcu- 
lating operating  profit.)  Board  director 
Michael  Dornemann  was  put  in 
charge  of  music  and  told  to  convert 
the  $30  million  loss  into  a  $30  million 
profit  within  a  year.  Dornemann  gave 
RCA  Records'  creative  people  more 
leash  and  doubled  spending  on  classi- 
cal and  pop  artists.  But  he  also 
chopped  some  $15  million,  or  17%, 
out  of  U.S.  overhead  the  first  year.  As 
revenues  began  pouring  in  from  hot 
artists  like  Whitney  Houston  and 
,<;umaci  British  teen  heartthrob 
Rick  Astley,  more  of  it 
flowed  to  the  bottom  line. 
Music  division  operating 
income  should  come  to 
about  $55  million  this 
year. 

Already  big  and  experi- 
enced in  book  clubs,  Ber- 
telsmann is  now  pushing 
its  record  clubs.  "We're 
number  two  in  the  U.S. 
now,"  says  Dornemann. 
"I  think  we'll  be  catching 
CBS  [Records]  very  soon." 
Bertelsmann  has  owned 
Bantam  Books  since  1977. 
Soon  after  buying  Double- 
day,  which  included 
Dell/Delacorte,  Wossner 
carved  it  into  book  clubs, 
stores,  printing  and  pub- 
lishing divisions.  They,  in 
turn,  were  folded  into  ex- 
isting Bertelsmann  divi- 
sions. Bantam's  head,  Al- 
berto Vitale,  was  put  in 
charge  of  merging  the  U.S. 
publishing  outfits. 

Vitale  consolidated  the 
groups'  warehousing,  ac- 
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.v  <cis,  as  did  recent  reports  of  a  narrowing 
U.S.  trade  deficit 


Cellular,  Paging 
Markets  Move 
Into  Fast  Lane. 

Over  8  Million  Users 
Forecasted  by  1990. 

LOS  ANGLLES-By  the  end  of  1990  the 
number  of  people  using  cellular  telephones 
will  be  almost  douole  what  it  is  today.  Accord- 
ing to  forecasts  byjhlerschel  Schosteck  Asso- 
ciates, the  subscriber  base  will  increase  from 
650,000  users  in  1986  to  1.45  million  bv  1990. 


Cellular  &  Paging  Subscriber  Growth 

(millions) 


■i   Paging 
I       I  Cellular 


1986 


1988* 


1990* 


Source:  Frost  &  Sullivan,  CTJA.  Herschel  Schosteck  Assoc. 
"Projected 


The  trend  toward  greater  mobile  commu- 
nications is  also  evident  in  the  expected  rise 
of  electronic  pagers  in  use,  from  approxi- 
mately six  million  now  to  nea^g^Jgyllion 
by  the  end  of  the  decad 
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As  a  result 
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At  Pacific  Telesis,  we  recognized  the  growth  potential  for  cellular  and  paging  years  ago. 
Today,  we  operate  in  five  of  the  top  twenty  cellular  markets  including  the  largest  and  most 
attractive— Los  Angeles.  We're  also  the  nation's  third  largest  provider  of  paging  services.  And  in 
just  three  years,  our  paging  and  cellular  businesses  have  grown  to  an  estimated  market  value 
of  over  $2.5  billion.  You  get  what  we're  driving  at. 

For  more  information  write  to  John  M.  Demgen,  Executive  Director  of  Investor  Relations, 
130  Keamy  Street,  Suite  2907,  San  Francisco,  California  94108.    Telesis*  Progress,  intelligently  Planned* 

i  i/iMMM^^mm^^^maa^^^  pacific^ telesis 

Pacific  Bell    Pacific  Bell  Directory    Nevada  Bell    Pacific  Telesis  International    PacTel  Cellular    PacTel  Paging        GtOUD 

PacTel  InfoSystems    PacTel  Spectrum  Services    PacTel  Properties 


hen  selecting  investment 
managers,  ignorance  isn't 
bliss.  It's  suicide. 

The  penalty  for  adverse 
selection  of  a  portfolio  manager 
is,  at  best,  underperforming  the 
market  and,  at  worst,  losing 
most  of  your  money. 

Since  1975,  Stolper  &  Company 
has  evaluated  hundreds  of 
investment  managers  on  behalf 
of  America's  affluent.  Our  goal: 
to  find  advisors  who  are  not  just 
competent,  but  gifted. 

Our  approach  is  summarized 
in  Michael  Stolper's  guide,  How 
to  Select  an  Investment  Manager. 
It  is  available,  upon  request, 
along  with  the  documented 
performance  of  our  clients. 

We  welcome  your  inquiry. 
525  "B"  St.,  Suite  630,  San  Diego,  CA    92101    619-231-9102 


STOLPER  &  COMPANY 


THE 

INVESTMENT 

MANAGER 

MANAGER 


THE  STRONG  APPROACH 


MONTHLY  INCOME 

and  STABILITY 

Monthly  income  Stability.  And  competitive 
short-term  yields  If  you're  looking  for  an 
income  investment  with  all  of  these  benefits, 
consider  the  Strong  Short  lerm  Bond  Fund. 

The  I  unc!  otters  a  portfolio  of  primarily 
investment-grade  bonds  with  an  avenge  maturity 
of  less  than  three  wars  This  gives  you  greater 
price  stability  than  higher-yielding,  longer-term 
investments  Yield  and  share  price  will  vary  Call 
or  write  today  to  make  your  income  Strong! 

1  800  368-3863  call  any  time,  any  day! 


8.2% 

M><U\  >irld" 

9.8% 

Annualized  total 
return  since  H/30/8" 


For  more  complete  information,  including  charges  and  expenses  (no  sales  charge  or 
.  all  the  toll-free  number  or  v.  rite  for  a  free  prospectus  Please-  read  it 

1 1  invest  or  senil  money 

I K Ax         Pension  or  Profit  Sharing  Plans  ( including  Kc <  >gh  i 

STRONG  SHORT-TERM  BOND  FUND 

»*  P.O.  Box  2920.  Milwaukee,  Wl  53201 


tnnualtzingtrM  net  Investment  income  per  share  tor  the  so  da\  sending 
J,  i he  Fund's  net  asset  \. due  on  that  dale  W  hen  redeemed  shares  may  be 
UTChasc price  *  The  annualized  total  return  through  12/31/87  assumes 
ill  di .  idends  Past  performance  does  not  guarantee  future  SU<  i  ess 
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counting  and  computer  systems.  Al- 
though he  merged  the  sales  organiza- 
tions, editorial  and  publishing  depart- 
ments were  kept  separate  to  maintain 
the  identity  of  each  imprint.  Dell  Pub- 
lishing's  trade  magazines,  other  than 
its  crossword  puzzle  publications, 
where  it  was  number  one,  were 
closed.  All  in  all,  Doubleday's  titles 
have  been  cut  by  a  third,  and  the 
group's  total  staff  is  down  30%,  to 
around  1,200  employees.  Vitale,  says 
William  Goldstein,  trade  news  editor 
at  Publishers  Weekly,  "has  a  good  eye  for 
moving  personnel." 

"There's  a  lot  of  pressure  now," 
says  Vitale.  "What  we  have  to  do  is 
build  up  the  list.  In  this  business,  if 
you  have  the  right  books,  you're  suc- 
cessful. If  you  don't,  you're  not." 

By  the  1990  fiscal  year  Bertelsmann 

As  revenues  began 
pouring  in  front  hot 
artists  like  Whitney 
Houston  and  British  teen 
heartthrob  Rick  Astley. 
more  of  it  flowed  to 
the  bottom  line.  Music 
division  operating  income 
should  come  to  about  $55 
million  this  year. 

should  have  an  operating  profit  of 
around  $600  million  and  net  income 
of  around  $270  million,  according  to 
Wossner.  "By  then  we  expect  to  have 
the  same  quality  business  as  we  had 
before  the  acquisitions,  and  to  be 
comparable  in  profitibility  to  Daim- 
ler-Benz," he  says.  Of  that  $600  mil- 
lion operating  profit,  RCA  Records 
and  Doubleday  should  together  con- 
tribute at  least  $120  million,  and  per- 
haps as  much  as  $180  million — less 
than  one-fifth  what  Wossner  paid  for 
them.  This  will  help  finance  Woss- 
ner's  intended  plunge  into  the  Far 
East,  where  Bertelsmann  has  virtually 
no  presence. 

Wossner,  49,  also  says  he  is  prepar- 
ing an  attack  on  the  U.S.  magazine 
business.  It  will  be  Bertelsmann's  sec- 
ond attempt.  In  the  early  1980s  Ber- 
telsmann failed  spectacularly  when  it 
lost  an  estimated  $45  million  on  a 
U.S.  version  of  Ceo,  Europe's  National 
Geograf)hk -style  magazine.  But  for 
Wossner,  failure  is  something  that  is 
to  be  learned  from,  not  to  be  discour- 
aged by. 

"It  was  an  expensive  lesson," 
Wossner  concedes.  "We  never  had 
such  tough  competition,  and  we  were 
just  not  prepared.  We  learned  a  lot  of 
respect  for  the  American  media  mar- 
ket." Which  he  is  about  to  start 
applying.  ■ 
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New  Issue 


$1 75,000,000 


ITEL  Corporation 


12%%  Senior  Subordinated  Notes  due  1998 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  describing 
these  securities  and  the  business  of  the  Company  may  be  obtained  from  the 
undersigned  in  States  in  which  such  underwriter  may  legally  offer  these 
securities.  This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of 
an  offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus 
Supplement  and  the  related  Prospectus. 


Prudential-Bache  Capital  Funding 


February  10, 1988 


Neeco's  niche  in  personal  computers  has 
enabled  it  to  show  spectacular  growth  and 
profits.  Has  it  outgrown  that  niche? 


Neeco's  end  run 


By  Laura  Jereski 


H'  OW  LONG  CAN  WE  KEEP  this 
kind  of  growth  up?"  repeats 
i  Robert  Crowell,  36-year-old 
chairman  and  chief  executive  of 
Neeco,  Inc.  "Another  couple  of  years, 
easy."  Crowell  isn't  talking  about 
10%  or  15%  or  even  25%  annual 
growth.  He's  talking  about  100%. 
Doubling  every  12  months. 

What  does  Neeco  sell  that  Crowell 
can  talk  like  this?  It  sells  small  com- 
puters, IBM  and  a  full  range  of  other 
leading  brands.  Since  1986,  the  year 
Neeco  went  public,  its  sales  have  im- 
proved from  $22  million  to  about 
$108  million  for  the  recently  ended 
fiscal  year.  This  is  still  peanuts  com- 


pared with  ComputerLand  (revenues, 
$1.7  billion),  or  Businessland  ($718 
million),  but  Neeco  is  growing  faster 
than  either. 

Take  any  measure,  and  Neeco  bests 
most  other  computer  retailers:  Its  re- 
turn on  equity,  at  an  estimated  16%, 
is  among  the  industry's  highest,  as  are 
inventory  turnover  of  seven  times  and 
sales  per  store  of  more  than  $20  mil- 
lion. This  time  next  year,  says 
Crowell,  sales  will  hit  $170  million. 

What's  so  special  about  Neeco?  It's 
in  a  good  business,  for  one  thing.  This 
year  ought  to  be  good  for  all  the  com- 
puter merchants.  Personal  computer 
sales  to  businesses  should  be  up  at 
least  15%,  to  $15.1  billion,  by  one 
estimate. 
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But  doubling  every  year?  What's 
Neeco's  niche  that  it  hopes  to  do  that? 
Crowell  sticks  to  the  same  strategy  he 
and  Chief  Financial  Officer  William 
Smith  devised  when  they  founded  the 
Canton,  Mass. -based  company  in 
1982:  Minimize  real  estate,  maximize 
use  of  the  telephone.  Earlier  they  had 
sharpened  their  distribution  skills 
with  Microamerica,  a  distributor  of 
personal  computers  they  had  founded 
in  1979  and  sold  to  AGS  Computers 
in  1983,  pocketing  $4  million.  Then 
they  started  on  a  new  tack. 

Instead  of  investing  heavily  in  retail 
outlets,  as  others  had  been  doing,  they 
made  relatively  small  capital  invest- 
ments: for  a  central  distribution  facil- 
ity in  Canton  and  five  large  outlets  in 
the  Northeast.  For  the  most  part, 
Neeco  would  sell  directly  to  users.  "If 
a  company  is  spending  $3  million," 
Crowell  points  out,  "the  purchaser  is 
not  going  to  come  to  your  store  to 
play  with  the  computers." 

Neeco's  success  has  made  some 
people  unhappy.  Some  of  the  unhap- 
piness  is  sheer  envy:  Neeco  has  been 
forcing  down  margins  with  its  low- 
cost  selling.  Worse  still  for  its  com- 
petitors, the  company  has  been  cher- 
ry-picking other  retailers'  prize  ac- 
counts by  aggressively  telephoning 
businesses  situated  far  from  its 
Northeast  base.  "The  industry  says 
they're  too  pushy,"  says  James  Weil, 
an  analyst  with  Gartner  Securities. 
One  competitor  charges  that  Neeco 
was  selling  as  far  away  as  Kalamazoo, 
Atlanta  and  Chicago. 

IBM  and  other  leading  makers  are 
also  genuinely  worried  that  Neeco, 
selling  by  phone,  is  too  far  from  its 
customers  to  service  the  product.  "It's 
sell  and  run,"  says  one  Neeco  critic. 
IBM  in  particular  has  been  making 
unhappy  noises.  In  fact,  the  computer 
manufacturer  recently  warned  dis- 
tributors that  they  must  properly  ful- 
fill the  customer  service  policy. 

Crowell  denies  Neeco  ever  violated 
its  IBM  contract,  but  in  mid-March 
Neeco  announced  it  was  setting  up  a 
distribution  center  for  the  West  Coast 
in  Los  Angeles  and  a  store  in  Chicago. 
IBM  matters  to  Neeco:  Nearly  two- 
thirds  of  its  sales  are  IBM  machines. 
Besides,  there  will  soon  be  as  much  as 
$1.5  billion  more  IBM  business  up  for 
grabs,  when  the  computer  giant  fin- 
ishes phasing  out  its  own  direct  sales 
force  to  rely  entirely  on  dealers. 

But  as  it  opens  more  stores  and  dis- 
tribution centers,  Neeco  could  start 
looking  more  like  other  computer  re- 
tailers. Will  it  then  be  as  able  as  it  has 
been  to  cut  prices  while  enjoying  su- 
perhigh returns?  Crowell  says  yes. 
Competitors  aren't  so  sure.  ■ 
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11  the  right  ingredients. 


ienri  Nestle  himself  established  the  spirit. 

Shortly  after  he  first  developed  an  infant  formula  from  the  fresh  milk  of  Swiss 
iairy  cows,  his  new  product  saved  the  life  of  a  two-week-old  baby  who  had  rejected  his 
Tiother's  milk. 

Henri  Nestle's  infant  company  became  our  parent.  And  his  concern  for  human 
beings,  and  for  human  well-being,  became  our  concern. 

Today,  Nestle  Enterprises,  Inc.,  an  American  subsidiary  of  Nestle  S.  A.,  is  a  union  of 
nine  food-related  companies,  with  over  800  products  and  services,  and  over  3.5  billion 
dollars  in  sales. 

It  is  also  a  union  of  enterprise  and  ethics. 

Our  company  credo,  handed  down  from  Henri  Nestle,  is  to  make  only  the  very  best. 

That's  why  most  of  our  brands  are  either  first  or  second  in  their  markets.  Or  are 
gaining  rapidly. 

That's  also  why  we  are  dedicated  to  giving  our  best  to  our  communities,  as  well  as 
to  our  customers. 

In  Baltimore,  for  example,  our  spectacular  Stouffer  Harborplace  Hotel  is  in  the 
heart  of  an  inspiring  urban  renaissance.  And  our  Stouffer  people  in  the  Baltimore 
community  are  contributing  to  the  creation  of  the  sailing  ship  Pride  of  Baltimore  II,  stirring 
symbol  of  a  city  under  full  sail. 

Our  Nestle  companies  are  a  unique  combination  of  products,  of  places,  of  people 
and  of  pride. 

Starting  with  the  best  ingredients  and  using  the  latest  technology,  our  30,000 
Nestle  people  put  their  best  into  everything  we  make. 

And  it  makes  a  difference. 


James  M.  Biggar 

Chairman  and  Chief  Executive  Officer 

Nestle  Enterprises,  Inc. 


Helmut  Maucher,  right,  Managing 
Director  of  Nestle  S.A.,  with  James 
M.  Biggar  at  dedication  of  a  new 
Nestle  facility  in  the  United  States. 


Nestle  Foods  Corporation 


family 
of  foods  sharing  one 
common  quality. 
Uncommon  quality. 

Most  people,  when  they  think 
"Nestle;  think  "chocolate:' 

We  think  it  has  some- 
thing to  do  with  the  invention 
of  television,  Farfal  the  Dog  and 
Nestle  Quik. 

Remember  how  we 
used  to  sing  "Nestle  makes  the 
very  best;'  and  then  Farfal  would 
say  "Choooooclate"? 

Today,  we  could  sing 
"Nestle  makes  the  very  best;' 
and  Farfal  could  say  "Coffee" 
and  "Tea"  and  "Spices"  and 
'Juices"  and  "Soups"  and  "Rice" 
and,  of  course,  "Choooooclate:' 

And  he'd  still  be  right. 

Because  our  aim  at 
Nestle  Foods  is  to  make  the  best 
and  to  be  the  best. 


This  year,  out  ice  people 

pioneered  a  new  market  segment  by 
introducing  Colombian 
»ily  half  the 
pillar  instant,  but 
100 


learning  about  chocolate.  And  about  learning 
itself.  Nestle  teamed  up  with  local  Easter 
Seal  Societies  to  teach  teens  about  learning 

disabilities,  to  raise  money  and  to 
;v  have  fun. 
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0«r  best-known  brands  include  Nestle  confections,  Nescafe,  Tasters  Choice, 
Sunrise,  Nestea,  Libby's,  Crosse  &  BlackweR,  Maggi,  Nestle  Quik,  Juicy  Juice 
and  Toll  House  Morsels. 


I, 


V^  /^>  ^  Our  Nestle  morsels  are  the  baking  category  leader. 

<  New  Toll  House  Treasures,  one  of  seven  new  products 
introduced  to  baking  this  year,  will  make  Toll  House 
cookie  fanatics  quiver. 
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Hills  Bros.  Coffee,  Inc. 

w 

V  we're  bringing  old  favorites  to  new  markets 
with  a  simple  strategy.  Using  our  bean. 

You  probably  know  how  picky  the  Hills  Bros,  coffee  buyer  is.  He  rejects  a  lot  of  beans,  and 
they  get  sold  to  somebody  else. 

Our  bean  buyer  is  so  picky  because  our  customers  are  so  picky.  And  so  loyal  to 
Hills  Bros,  quality. 

In  Chicago,  for  instance,  Hills  has  earned  approximately  40  percent  of  the  ground 
roast  market  and  is  the  number  one  brand. 

Although  it  has  been  distributed  in  only  a  little  over  half  the  U.S.,  Hills  enjoys  bet- 
ter than  12  percent  national  market  share.  Both  distribution  and  market  share  are  growing. 

Since  1984,  Nestle  has  added  the  Chase  &  Sanborn  and  MJB  brands  to  strengthen 
our  ground  roast  coffee  clout. 

Last  year,  Chase  &  Sanborn,  formerly  sold  primarily  in  the  Southeast,  doubled  its 
business  in  the  Northeast. 

MJB,  strong  in  the  West,  has  moved  into  Minneapolis  and  the  Midwest. 

The  competition  is  tough. 

But  they  may  think  the  same  thing  about  us. 


Many  coffee  drinkers  are  concerned 
about  caffeine.  Using  a  major  tech- 
nological advancement  developed  by 
Nestle,  all  three  of  our  coffee  brands 
were  converted  to  natural  decaffeina- 
tion.  That's  using  our  bean  too. 
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•  nia  whole  bean  manufacturer, 

•  Hills  Bros,  in  1987.  Through 

.  ing  whole  bean  market  in 

ipermarkets  and  specialty  stores. 
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Our  expansion  into 
new  markets  hasn't 
made  us  forget  our  old 
home.  When  restora- 
tion is  finished,  Hills 
Plaza  will  be  a  focal 
point  of  a  rehabilitated 
San  Francisco  wharf 
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msumer  research  magazine  has  praise d 
...     m  ,>, I  wholesome,  safe  ingredients. 
\  ul  food  contains  any  modified  starch. 
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Beech-Nut  Nutrition 
Corporation 


Babies  need  different  Beech-Nut  Stages  at  different  stages  of 
development.  First,  single-ingredient  beginner  foods;  then,  com- 
binations of  fruits,  vegetables  and  meat;  and  then,  texture  foods 
for  their  new  teeth. 


You  can  see  this  baby  likes  our  squash.  Calls  made 
by  mothers  to  our  hotline  asked  us  to  make  it  sweeter, 
so  we  now  use  sweeter-tasting  butternut  squash. 


rur  newest 
idea  in  baby  food  is 
growing  almost  as 
mst  as  our  customers. 

Many  of  our  customers  can't 
talk.  But  they  tell  us  they  want 
the  best. 

And  after  four  years  of 
concentrated  research,  they 
helped  us  come  up  with  the 
best  idea  in  baby  food  since 
Henri  Nestle. 

Beech-Nut  Stages  is  a 
new  concept,  based  on  provid- 
ing three  stages  of  food  to  meet 
a  developing  baby's  needs  over 
the  first  year  of  life. 

We  have  expanded 
Stages  into  55  percent  of  the 
supermarkets  in  the  U.S.,  and 
already  it  has  won  an  18  percent 
national  market  share,  up  40 
percent  in  less  than  three  years. 

Stages  is  gaining  in  the 
marketplace  because  it  has  won 
the  respect  of  mothers,  partic- 
ularly for  product  quality. 

They  tell  us  so  when 
they  call  us  on  our  award- 
winning  Beech-Nut  Hotline, 
which  receives  more  than 
100,000  calls  each  year  from 
mothers  with  questions  about 
their  babies.  Some  of  the  nicest 
people  you'll  ever  talk  to  take 
the  calls  and  give  reassurance. 


at  Beringer  and 
chnique  v  for 

ines. 


The  award-winning  Beringer 
inery  combines  the  best  of 
tune-honored  tradition  and  tech- 
nology. Both  Beringer  and 
Chateau  Souveraw  employ  state- 
oj-the-arl  winemaking  equipment, 
including  a  Bucher  press  which 
gently  presses  the  grapes  without 
breaking  the  bitter  seed. 


ringer. 


Wine  World,  Inc. 


ne  of  the  finest  sparkling  wines  ever  made 
mtside  of  France.'' 

'hat's  the  kind  of  comment  some  of  our  world-class  wines  are  provoking  from  the  experts. 

The  sparkling  wine  referred  to  is  Maison  Deutz,  produced  in  the  central  coast  area 
)f  San  Luis  Obispo,  in  a  joint  venture  with  the  prestigious  Deutz  winery  of  France.  Early 
{uality  ratings  have  been  very  positive,  and  sales  show  promise. 

Our  established  labels,  like  Beringer,  are  already  fulfilling  their  promise.  Beringer 
iZhardonnays,  Cabernet  Sauvignons,  Fume  Blancs,  et  al.,  accounted  for  43  medals  in  1986. 

Our  1982  Knight's  Valley  Cabernet  Sauvignon  captured  the  coveted  Chairman's 
Vward  at  the  Riverside  Farmer's  Fair,  in  addition  to  being  America's  most  decorated 
labernet  in  1986. 

The  outstanding  quality  of  our  wines  has  been  reflected  in  outstanding  business 
growth.  Beringer  has  become  the  number  one  seller  of  premium  wine  using  the  North 
Hoast  grapes  of  Sonoma  and  Napa  valleys.  Sales  increased  by  more  than  40  percent  in  1987. 
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Stoujfer  Foods  Corporation 


urnew 
roducts  are  so 
uccessful  because 
f  some  old-fashioned 
tandards. 

3  us,  there  is  no  argument 
'hether  quality  or  convenience  is 
lore  important  to  our  customers 
)day.  It's  quality. 

That's  why  our  five,  new 
Ditellinis  are  one  of  Stouffer's 
roudest  accomplishments  to 
ate.  They  are  little  pockets  of 
iasta,  stuffed  with  tender  veal 
>r  tart  cheese  and  topped  with 
choice  of  tasty  sauces.  You 
von't  find  tortellini  that  tastes 
my  better,  even  in  the  finest 
estaurants. 

At  Stouffer's,  we  try  to 
)ut  that  kind  of  quality  into 
rvery  one  of  our  frozen  foods. 
\nd  our  customers  appreciate  it. 
That's  why,  despite  more  than 
500  competitive  products,  both 
Stouffer  entrees  and  Lean  Cuisine 
enjoy  a  two-to-one  lead  over  the 
next  competitor.  And  why 
Stouffer's  has  five  of  the  top  twenty 
pizza  products,  including  first 
and  second  place. 

People  who  like  Stouffer's 
quality  can  be  assured  that  every 
new  product  we  offer  will  be  up 
to  our  same  old  standards. 
"Stouffer's.  As  good  as  can  be" 


To  maintain  our  product  quality  in  both  microwave 
and  conventional  ovens,  we  designed  a  special 
Dualon  tray.  It  makes  more  than  25  Stouffer  entrees, 
Lean  Cuisine  items  and  side  dishes  easier  to 
prepare,  but  just  as  tasty  to  eat. 


Our  new  brand  of  top- 
quality  frozen  dinners, 
Dinner  Supreme,  is  now 
available  throughout  the 
country.  Each  meal  features 
an  entree  complemented  by 
two  side  dishes. 


Hettie  Mims  Hall  has  been  ensuring 
the  quality  of  Stouffer  frozen  foods  for 
32 years,  starting  with  our  original 
Macaroni  and  Cheese.  She's  one  of  the 
keepers  of  our  old-fashioned  Stouffer 
standards.  And  she  knows  a  terrific 
tortellini  when  she  tastes  one. 


Ln  the  days  of  the  sailing  ships;  . 
Baltimore's  bustling  inner  harbor  was  the  pride 
of  the  East 

Today,  we're  helping  to  build 
altimore,  with  the  spectacular  new 
Ha|bo^place  Hotel  at  the  heart 
._^ffiner"Ha|^or. 

'.We're  also  helping  to  build  the  sailing 
'ride  of  Baltimore  n  which  symbolizes  the 
,  s  remarkable  renaissance. 
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Stouffer  Restaurant  Company 


.n  a  fine 
restaurant,  the  cuisine 
is  perfectly  seasoned 
And  so  is  the  staff. 

A  seasoned  chef  gives  a  Stouffer 
specialty  like  Bouillabaisse  that 
special  spice. 

A  seasoned  waiter  or 
maitre  d'  adds  flavor  to  the 
whole  experience. 

The  Stouffer  Restaurant 
Company  has  been  growing 
with  the  restaurant  business  for 
63  years,  and  we've  learned 
something. 

It's  a  people  business. 

Stouffer's  has  grown  to 
68  restaurants  in  upscale 
markets  in  17  states.  Our  J.B. 
Winberie,  Rusty  Scupper  and 
Parker's  Lighthouse  concepts 
in  particular  are  growing  fast. 

To  staff  our  restaurants, 
graduates  of  restaurant  and 
culinary  colleges  are  recruited. 
Then  they  are  brought  to  the 
Stouffer  Training  Center  in 
Solon,  Ohio. 

This  year,  we  will 
graduate  another  87  new 
management  people,  schooled 
in  the  Stouffer  standards. 

After  63  years,  we're 
growing  and  innovating. 
nt  to  give  our  customers 

■  lining  possible. 


This  is  the  team  from  Top  of  the  Town,  heated  38  stories  above  downtown 
Cleveland,  Ohio.  They  are  dedicated  to  providing  top-level  service  to  match 
the  spectacular  view. 


barker's  Lighthouse  restaurants  feature  beautiful  harbor  side 
xations,  open  architecture  and  great  seafood.  Pictured  is  the 
^arker's  in  Palm' Beach  Gardens,  Florida. 


At  J.  B.  Winberie,you 
can  enjoy  informal  dining 
featuring  pasta,  seafood  and 
other  contemporary  favorites 
You'll  find  J.  B.  Winberies  in 
24  cities,  and  the  list 
is  growing  fast. 


Nestle  Puerto  Rico,  Inc. 


.here's  one 
role  we  enjoy  more 
than  market  leader- 
ship. Community 
leadership. 

The  people  we  live  with  and  do 
business  with  in  Puerto  Rico 
have  an  amazing  loyalty  to 
Nestle  products. 

We're  proud  to  show  a 
little  loyalty  back. 

Our  customers  in 
Puerto  Rico  drink  more  Nestle 
Quik  per  capita  than  any  other 
customers  in  the  world. 

They  have  made 
Nescafe  the  leading  soluble 
coffee  in  Puerto  Rico.  And  have 
given  us  a  12  percent  sales 
increase  among  our  core  prod- 
ucts last  year. 

Fundraising  to  help 
non-profit  organizations  is 
important  to  the  Puerto  Rican 
community.  And  to  our  com- 
pany. We're  proud  that  organiza- 
tions use  Nestl£  candy  sales  to 
raise  money.  And  we're  proud 
that  Puerto  Ricans  seem  to  have 
especially  warm  hearts.  More 
than  5  million  bars  were  sold 
last  year  to  a  3.5  million 
population. 


L.J.  Minor,  Inc. 


.roducts  of  our  newest  Nestle  company  have 
been  on  the  tip  of  your  tongue.  But  the  name  hasn't 

You've  heard  of  some  of  its  customers.  They're  most  of  our  nation's  major  prepared  food 
producers. 

But  you  probably  haven't  heard  of  L  J.  Minor.  Few  outside  the  multi-billion-dollar 
foodservice  markets  have. 

Yet  L.  J.  Minor  has  a  world-wide  reputation  for  superior  flavor.  And  Minor 
alone  among  manufacturers  of  food  bases  bears  the  "Seal  of  Approval"  of  the 
prestigious  American  Culinary  Federation. 

The  company  is  also  known  for  superior  service.  Today  more  than  40 
professional  chefs  help  foodservice  customers  with  menu  development  and 
customized  manufacturing. 

LJ.  Minor  is  already  the  leading  branded  soup-base  company  in  the 
foodservice  industry  with  about  40  percent  of  the  national  branded  market. 

Minor's  meat-rich,  natural  flavor  bases  and  strong  brand  fran- 
chise give  it  competitive  advantages  and  promise  future  growth. 

Mike  Minor,  whose  father  founded  L.J.  Minor  in  1951,  spent  ten 
.  years  apprenticed  to  world-class  chefs,  learning  the  art  and  the  science. 
He's  a  winner  of  the  World  Culinary  Olympics  Gold  Medal  and  is 
considered  one  of  Americas  outstanding  chefs.  % 
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Nestle  Enterprises,  Inc. 
5757  Harper  Road 
Solon,  Ohio  44139 
(216)  349-5757 

©  1988  Nestl6  Enterprises,  Inc. 
Printed  in  the  U.S.A.         3/88 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


More  than  $1  billion  in  property  goes  un- 
claimed annually,  and  the  odds  are  one  in 
ten  some  of  it  belongs  to  you. 

Is  money  trying 
to  find  you? 


By  Michael  Fritz 


• 


I ast  September  an  investigator 
-from  Florida's  abandoned  prop- 
■  erty  office  phoned  88-year-old 
John  Carter  in  Atlantic  Beach,  Fla. 
The  office  suspected  he  had  some 
money  coming  to  him  from  the  sale  of 
shares  of  Hudson  Pulp  &  Paper  Corp. 
(now  part  of  Georgia-Pacific  Corp.). 
Carter  cheerfully  submitted  a  copy  of 
his  driver's  license  and  Social  Securi- 
ty card,  along  with  some  old  bills  to 
verify  his  address,  and  in  December 
he  received  a  check  for  $10,119. 

If  you  think  things  like  that  usually 
happen  only  in  Monopoly  games, 
you're  right.  Lost  funds  seldom  fall 
into  their  rightful  owner's  lap  the  way 
they  did  for  Carter.  Yet  today,  one  in 
ten  people  is  owed  some  form  of  un- 
claimed property,  including  dormant 
bank  accounts,  utility  deposits,  insur- 
ance policies,  stocks,  bonds  and  even 
payroll  and  pension  checks. 

In  1987  alone,  banks,  thrifts,  utili- 
ties and  the  like  remitted  to  states 
more  than  $800  million  in  orphaned 
assets;  this  year  it  will  top  $1  billion. 
Between  them,  the  state  and  federal 
governments  sit  on  about  $8  billion. 

How  do  people  wind  up  losing  so 
much  money?  Usually  the  sender 
doesn't  know  where  to  mail  it.  (In 
Carter's  case,  however,  the  Postal  Ser- 
vice repeatedly  returned  the  broker's 
check  as  undeliverable — even  though 
the  address  was  entirely  correct.  Isn't 
that  comforting?) 

More  often,  however,  property  goes 
unclaimed  when  people  move  and  for- 


get to  leave  a  forwarding  address,  or 
that  address  gets  misplaced,  is  wrong 
or  becomes  out-of-date. 

Though  laws  defining  when  proper- 
ty is  considered  abandoned  vary  from 
state  to  state  and  by  type  of  asset, 
most  statutes  now  require  that  prop- 


erty be  turned  over  to  the  state  trea- 
surer or  comptroller  after  laying  un- 
claimed for  five  to  seven  years. 

Most  states  initially  attempt  to  lo- 
cate the  absentee  owners  by  publish- 
ing their  names  in  local  newspapers. 
At  least  a  dozen  states  cross-check 
names  against  state  tax  and  motor 
vehicle  records,  but  they  manage  to 
locate  only  30%  to  50%  of  the  proper- 
ty owners.  States  now  count  on  the 
unclaimed  money.  Though  the  law 
says  abandoned  property  is  claimable 
in  perpetuity,  most  states  maintain 
small  reserve  funds  for  projected 
claims  and  spend  the  remainder. 

For  years  they  have  been  lobbying 
to  cut  the  holding  period  for  dormant 
bank  accounts  (the  largest  source  of 
abandoned  property)  from  seven  to 
five  years.  Others  want  to  hold  on  to 
the  money  longer.  American  Express, 
for  example,  which  enjoys  a  $3.8  bil- 
lion float  of  uncashed  traveler's 
checks,  led  a  successful  campaign  in 
Florida  to  prevent  the  state  from  halv- 
ing the  15-year  dormancy  period  be- 
fore uncashed  traveler's  checks  must 
be  remitted  to  the  state. 

The  uncollected  billions  sitting  in 
state  treasurers'  coffers  have  spawned 
a  very  lucrative  industry  for  search 
firms  that  purchase  state  master  lists 
of  unclaimed  property  owners  and 
then  seek  out  the  rightful  owners. 
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The  Fine  Art  Of  Flying 

by  Jesus  Soto 


\n  Front  i  ret  erul)  <  ommissioned  a  series  of  artists  to  capture  u\  new  spirit: 
The  Fine  Artofl  lying.  This  i  omposition  titled,  Linear  Movement,  was 
.  on  eived  b)  me  I  tnezuelan  artist  and  world  traveller  Jesus  Soto.  His  work, 
exploring  matter.  \/>ai  e  and  then  relationship  with  time,  is  on  permanent 
exhibition  in  many  museums  around  the  world 


End  your  search  for  excellence. 


THE  FINE  ART 
^TOF  FLYING 


C3, 


Loose  change 


Where  is  the  unclaimed  money — and  how  do  you 
find  out  if  any  of  it  is  yours? 

Social  Security.  At  least  $624  million  in  Social  Secu- 
rity payments  remain  uncashed  since  the  agency  began 
cutting  checks  in  194G.  Your  local  Social  Security 
office  can  cross-check  your  name  and  Social  Security 
number  to  determine  if  anything  is  due  you. 

Federal  debt  instruments.  Includes  $1.9  billion  in 
matured  bonds,  notes  and  T  bills,  but  mostly  U.S. 
Savings  Bonds  (Series  E)  issued  before  1948.  (Uncie  Sam 
reports  such  bonds  as  uncashed  only  if  they  are  over  40 
years  old,  when  they  stop  accumulating  interest.)  Con- 
tact Savings  Bond  Operation  Office,  Correspondence  & 
Claims  Branch,  200  Third  St.,  Parkersburg,  W.Va. 
26106-1328.  Include  the  original  owner's  name  and 
address  when  issued,  issue  date,  denomination  and 
bond  serial  number. 

Veterans  Administration  and  Office  of  Personnel 
Management.  These  two  agencies,  which  issue  $13 
billion  and  $27  billion,  respectively,  in  annual  pension 
benefits  to  war  vets  and  retired  federal  employees, 
simply  do  not  track  the  amount  of  undelivered  or 
uncashed  checks.  If  you  think  you  might  have  some- 
thing coming  from  the  Office  of  Personnel  Manage- 
ment, write  to  its  Retirement  &  Insurance  Group, 


Washington,  D.C.  20415.  Veterans  should  visit  or  call 
the  nearest  regional  VA  office.  Supply  name,  years 
employed  or  in  service,  birth  date,  Social  Security 
number. 

Internal  Revenue  Service.  This  agency  also  has  no 
mechanism  for  tracking  the  cumulative  amount  of 
undelivered  and  uncashed  tax  refund  checks  it  issues. 
However,  a  recent  Freedom  of  Information  request 
filed  by  the  National  Taxpayers  Union  managed  to 
turn  up  $25.7  million  in  unclaimed  tax  refund  checks 
worth  an  average  $425  each,  issued  over  the  last  three 
years.  If  you  think  you're  missing  a  refund  check,  ask 
your  district  IRS  office  for  a  Taxpayer's  Statement 
Regarding  Refund  (Form  391 1). 

Federal  Housing  Administration.  Includes  $50  mil- 
lion in  unclaimed  mortgage  insurance  premiums  that 
are  normally  returned  when  an  FHA  mortgage  is  paid 
off.  Average  payment  due  is  $550,  and  is  easy  to  forget 
about.  Contact  Department  of  Housing  &  Urban  De- 
velopment, Office  of  Finance  &.  Accounting,  Distribu- 
tive Shares  Branch,  Washington,  D.C.  20410-3411,  or 
call  the  agency's  special  hotline,  202-755-5616.  Supply 
the  dates  the  mortgage  was  issued  and  paid  off,  the 
property's  address,  name  of  lender  and  the  mortgage's 
FHA  case  number.— M.F. 


The  firms'  traditional  cut:  30%  to 
50%  of  the  value  of  the  orphaned 
properties,  depending  on  the  state. 
Such  high  fees  have  naturally  prompt- 
ed howls  of  complaint;  at  least  27 
states  are  now  limiting  finder  fees  to 
5%  to  30%,  depending  on  the  type  of 
asset.  Note:  If  a  search  firm  contacts 
you,  before  you  sign  any  agreement 


call  your  state's  unclaimed  property 
office  to  check  if  you're  due  any  aban- 
doned property.  You  can  thereby 
avoid  paying  finder  fees. 

If  you  suspect  that  you  may  have 
some  abandoned  property  coming, 
contact  your  state  treasurer's  or 
comptroller's  office  and  ask  for  the 
state's  unclaimed  property  adminis- 


trator. At  least  six  states — California, 
Florida,  Virginia,  Massachusetts, 
New  York  and  Texas — maintain  toll- 
free  hotlines  to  answer  inquiries. 

Most  states  insist  that  all  search 
requests  be  submitted  in  writing.  And 
remember,  the  proof-of-ownership 
burden  increases  as  the  value  of  the 
unclaimed  property  rises. 


The  message  is  massage 


Ted  Welch,  a  Nashville  real  estate 
investor      and      cochairman      of 
George  Hush's  election  finance  com- 
mittee, manages  time  tor  a  good  mas- 
sage at  least  once  a  month,  either  at 
home  or  in  the  office.  "It  helps  me 
keep  my  hody  and  head  feeling  right," 
he    says.    And    when    his    therapist 
makes  house  calls,  Welch's  wife  takes 
advantage,  too.  As  dean  of  Vanderbilt 
University's  School  of  Nursing  and  a 
member  of  the  President's  Commis- 
sion on  AIDS,  she,  too,  finds  that  mas- 
sage eases  stuss 
The    American    Massage    Therapy 
■'ion  estimates  that  about  10% 
of  Americans  have  tried  a  professional 
agt    it  least  once.  But  the  folks 
who  make   it   a   habit   tend  to  have 
oker  |obs  or  undergo  a  lot 
mfon  at  the  workplace — not 
ieavy    luting  hut  from  sitting 
.  omputer  or  typewrit- 


er or  curled  into  a  telephone  all  day. 
"Many  of  my  clients  start  coming  to 
me  because  they've  got  some  type  of 
chronic  discomfort,  often  in  the  upper 
back  or  shoulders,  and  nothing  their 
doctor  or  chiropractor  tries  seems  to 
help,"  says  Elliot  Greene,  a  therapist 
in  Silver  Spring,  Md. 

Jim  Williams,  a  senior  vice  presi- 
dent and  creative  director  of  Ketchum 
Advertising  in  San  Francisco,  is  so 
convinced  that  massage  therapy 
works  that  he  gets  three  treatments  a 
week — two  90-minute  sessions  at 
home  and  one,  a  minimassage,  at  his 
office.  He  says:  "Before  I  started  get- 
ting massages,  I'd  respond  to  dead- 
lines and  job  stress  by  becoming  very 
impatient  and  angry." 

A  professional  massage  cannot  ac- 
tually cure  physical  ailments — or  per- 
manently eliminate  stress — but  it  can 
produce  some  important  benefits.  "By 


stretching  the  muscles  and  manipu- 
lating the  soft  tissues  around  them,  a 
massage  therapist  can  ease  spasms 
and  tension  and  provide  pain  relief  in 
the  neck,  say,  or  shoulder  area,"  says 
Dr.  James  Sliwa,  an  osteopath  and 
staff  physician  at  the  Rehabilitation 
Institute  of  Chicago. 

At  the  Herald  Square  Fitness  Cen- 
ter, a  Manhattan  club,  most  business 
people  start  scheduling  massages  be- 
cause of  specific  aches  or  pains.  "But 
they  quickly  get  almost  addicted  to 
the  overall  sensation  of  well-being, 
the  psychological  benefit  as  well  as 
the  physical  one,"  says  Brenda 
Broughton,  who  leads  a  department  of 
six  therapists. 

For  business  people  too  busy  to 
schedule  treatments  at  a  health  club 
or  therapist's  office,  there  are  a  grow- 
ing number  of  therapists  who  make 
house  and  office  calls.  New  York's 
International  Health  Systems,  for  ex- 
ample, sends  therapists  to  its  clients' 
workplaces,    equipped    with    special 
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chairs  that  enable  people 
to  receive  15 -minute, 
pressure-point  massages 
while  fully  clothed  and 
sitting  upright. 

David  Palmer,  the  San 
Francisco  therapist  who 
created  the  on-site  meth- 
od, started  a  company,  Pa- 
cific Health  Systems,  that 
now  brings  mimmassages 
to  companies  like  Apple 
Computer  and  Pacific  Bell 
Telephone.  After  just  five 
years,  minimassages  have 
become  so  popular  that 
you  can  find  therapists  of- 
fering them  in  most  cities 
and  suburbs  with  a  large 
corporate  presence. 

At  Apple  Computer,  in 
Cupertino,  Calif.,  about 
120  employees  each  week 
pay  for  either  mini  or  full- 
length  massages  at  work. 
In  Morris  Plains,  N.J., 
Warner-Lambert,  one  of 
the  leaders  in  the  corpo- 
rate fitness  movement,  offers  mini- 
massages  provided  by  International 
Health  Systems  therapists.  They  are 
available  twice  a  week  in  a  corporate 
conference  room.  Cost  is  $15  to  the 
employee.  "It's  perfect  for  me,"  says 
Mike  Guarino,  an  assistant  counsel. 


Donna  FerratoA'isions 


"People  who  do  the  kind  of  work  I 
do — lots  of  reading  and  close  work — 
get  especially  bad  tension  around  the 
neck  and  shoulder  muscles.  The  15- 
minute  massage  leaves  me  with  a  re- 
freshed, relaxed  feeling." 
You  can  even  grab  a  massage  as  you 


wait  for  planes  these  days.  Air  Vita, 
for  example,  a  fitness  club  and  busi- 
ness center  with  branches  in  the  Dal- 
las-Fort Worth  and  Phoenix  airports, 
offers  travelers  45-minute  and  75- 
minute  massages. — Jill  Andresky 


The  low  down  on  rundowns 


Basically  there  are  five  types  of  massage  therapies 
(not  counting  the  medical  massages  used  on  people 
recovering  from  injuries). 

Swedish  massage.  Probably  the  most  popular  tech- 
nique, this  is  largely  a  relaxation  method  that  com- 
bines long,  warm-up  strokes,  with  kneading,  friction, 
vibration  and  mild  banging.  Clients  generally  disrobe 
and  are  massaged  with  oils,  to  avoid  skin  irritation. 

Shiatsu.  Japanese  for  "finger  pressure,"  Shiatsu  is  an 
invigorating  massage  in  which  therapists  use  fingers, 
fists  and  elbows  to  apply  pressure  to  soft  tissues.  Cli- 
ents can  remain  clothed. 

Reflexology.  Like  Shiatsu,  it  is  based  on  the  theory 
that  various  points  of  the  feet,  hands  and  ears  corre- 
spond to  other  organs  and  parts  of  the  body.  Depending 
on  whether  a  person  surfers  from  headaches,  neck 
spasms  or  even  sinus  congestion,  therapists  apply  con- 
centrated pressure  to  specific  points  usually  on  the 
base  of  the  foot. 

Sports  massage.  Trainers  and  masseurs  use  deep  pres- 
sure on  the  tissues  around  muscles,  to  help  rev  up  the 
circulation  of  oxygen.  Before  a  workout,  this  warms  up 
muscles.  Afterward,  it  helps  muscles  discharge  lactic 
acid  that  builds  up  during  exercise,  and  helps  athletes 
recover  energy. 

Rolfing.  Painful,  even  risky  in  untrained  hands,  Rolf- 
ing  involves  deep  digging  into  the  soft  tissues,  often 


with  elbows  or  the  full  weight  of  the  masseur's  body. 
Best  suited  for  people  who  are  highly  muscular  or  suffer 
from  intense  stress-related  symptoms. 

Before  signing  up  for  a  massage,  check  with  your 
doctor.  If  you  suffer  from  diabetes,  inflamed  joints, 
cancer,  or  have  recently  undergone  surgery,  massage 
could  be  harmful.  On  the  other  hand,  your  doctor 
might  recommend  it  to  help  cure  certain  ailments.  In 
that  case,  you  could  get  reimbursed  by  your  insurance 
carrier. 

Expect  to  pay  between  $35  and  $50  for  an  hour's 
massage;  $25  to  $40  for  a  30-minute  session.  Rates  may 
be  higher  for  house  calls.  On-site  corporate  massages 
range  from  $40  to  $65  an  hour. 

How  do  you  find  a  qualified  massage  therapist?  Un- 
fortunately, only  14  states  license  them  (including 
New  York,  Florida  and  Texas).  Elsewhere,  look  for 
membership  in  the  American  Massage  Therapy  Associ- 
ation. It  requires  that  members  spend  at  least  six 
months  at  an  approved  school,  including  500  hours  of 
classroom  time.  Depending  upon  the  state,  many 
AMTA  members  are  also  licensed.  AMTA  is  based  at 
1130  West  North  Shore  Ave.,  Chicago,  111.  60626;  312- 
761 -AMTA. 

For  help  in  finding  therapists  who  make  office  calls, 
contact  the  On-Site  Massage  Association,  1596  Post 
St.,  San  Francisco,  Calif.  94109;  800-678-OSMA.— J.A. 
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THE  ULTIMATE  IN  LUXURY  LIVING  IS  CALLED  TRUMP. 


FROM  NEW  YORK'S  CENTRAL  PARK  SOUTH     . .  .TO  PALM  BEACH'S  LAKE  WORTH. 


tefe 


IMMEDIATE  OCCUPANCY 

Trump  Pare  Condominium  •  Trump  Pare  Sales  Office 
1 06  Central  Park  South.  NY  10019-212  247  7000  -Telex  9102406306 


TRUMP  PLAZA  OF  THE  PALM  BEACHES 


IMMEDIATE  OCCUPANCY 

525S  Flagler  Dr.  W  Palm  Beach.  Fla.  33401  •407-655-2555 

New  Yor*212  247  7000 -Telex 9 1 02406308 


*The  complete  offering  terms  are  in  an  offering  plan  available  from  the  sponsor  Not  an  offering  to  N  J  residents  or  where  prohibited  by 
law  Maid  and  Valet  Service  and  on  premise  garage  are  available  at  an  additional  cost 


A  TRADITION  OF  SERVICE 


R, 


lif;lu  hi  ih<-  Itcari  <>f  Houston's  Financial  and 
I  Ik mii  i  District  with  the  kind  <>l  personal  service, 
warmth  and  rharm  thai  only  a  93-room  hotel  ran  pro- 
vide Complimentary  limousine  downtown,  lull  health 
<  lull  facilities.  Most  ol  all.  a  stall  dedicated  to  youi 
personal  service  s<>  you  ran  keep  mum  mind  on 
business. 


i  LANCASTER 


O         U        S        T        O         N 


i  mue  Wourttw    nw  77002  •   713*228-9500  •  BOO/2310336  •  Tr/m  79i 
M.  H.I..  r    Small  I  uxun   Hntrl* 


Stephen  Sweny 


Born  before  1922? 
They  want  your  blood 

Somewhere  in  his  dresser,  Delbert 
C.  Staley,  chairman  and  chief  ex- 
ecutive of  Nynex  Corp.,  has  a  blood 
donor's  pin  with  the  number  five  on  it. 
It  signifies  that  he  has  donated  5  gal- 
lons of  blood  in  his  lifetime.  Now  63, 
Staley  still  donates  blood  several 
times  a  year.  Will  he  ever  have  to  stop? 

Barring  unforeseen  medical  prob- 
lems, blood  collection  agencies  like 
the  Red  Cross  and  hospital  blood  cen- 
ters will  take  Staley's  blood — and 
anyone  else's — for  the  rest  of  his  life. 
Before  1985  Red  Cross  policy  prevent- 
ed anyone  over  66  from  giving  blood 
without  a  note  from  his  doctor.  The 
note  is  no  longer  necessary,  however. 
Indeed,  older  blood  donors  are  often 
preferred — so  long  as  donors  aren't 
taking  medication  that  could  be 
passed  to  a  blood  recipient  and  have 
no  infectious  diseases  or  medical 
complications  (such  as  high  blood 
pressure)  that  could  make  donation 
dangerous. 

The  need  to  encourage  older  blood 
donors  is  twofold.  As  the  population 
of  the  U.S.  gets  older,  more  blood  will 
have  to  come  from  that  sector  of  the 
population. 

And  new  blood  tests  are  disqualify- 
ing many  potential  donors.  According 
to  Dr.  Gerald  Sandler  of  the  American 
Red  Cross,  positive  or  ambiguous  re- 
sults of  tests  for  syphilis,  certain  types 
of  hepatitis  and  for  antibodies  to  the 
AIDS  virus  force  blood  centers  to  dis- 
card 5%  to  7%  of  the  blood  donated 
each  year.  That  makes  older  people 
"extremely  important  donors,"  says 
Dr.  Sandler.  "Diseases  [such  as  AIDS 
and  hepatitis]  that  have  been  spread 
by  blood  donors  are  less  likely  to  have 
gone  undetected  in  the  higher  age 
groups." — Francesca  Lunzer 
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Today  one  watch  reigns  supreme. 


Royal  Oak  ultra-thin  movement  for  ladies  and  men:  in  18  K  gold  {diamonds  if  the  lady  prefers). 
I8K  gold  and  steel  or  all  steel.  Royal  Oak  Perpetual  Calendar,  mechanically  programmed  to  the  year  2100. 


The  Royal  Oak. 


As  no  other  watch,  it  symbolizes  the  ex- 
clusivity of  Audemars  Piguet;  an  exclusivity 
dating  back  to  1875. 

Historic  in  concept,  the  inspiration  for  the 
Royal  Oak  stems  from  King  Charles  II  who 
took  refuge  in  the  hollow  trunk  of  a  magni- 
ficent oak. 

Historic  in  acceptance,  the  Royal  Oak  is 
internationally  recognized  in  selective  com- 
pany by  only  those  familiar  with  its  distincti- 
ve bezel,  locked  in  by  eight  hexagonal  bolts. 

Typically  Swiss,  the  case  and  bracelet  are 
brushed  and  buffed  to  a  majestic  satin  finish; 


the  movement  is  painstakingly  adjusted,  ob- 
served and  readjusted,  then  patiently  regu- 
lated in  five  different  positions. 

No  private  kingdom  should  be  without 
The  Royal  Oak;  created  by  the  master  watch- 
makers at  Audemars  Piguet  for  both  noble 
men  and  noble  ladies. 


Memars  Piguet 


The  most  exclusive  watch. 


Found  only  at  the  most  exclusive  jewelers.  For  catalog,  send  $5  to  Audemars  Piguet.  350  Fifth  Avenue.  NYC  101 18 


Careers 


It's  a  lot  of  fun  being  young  and  well  paid 
in  a  bull  market  on  Wall  Street.  Its  a  lot 
less  fun  trying  to  find  a  new  job. 

The  unemployed 

banker 

in  the  mink 


melange  of  folks  in  everything  from 
Hermes  scarves  and  monogrammed 
shirts  to  polyester  coats  and  nylon 
shoes  standing  in  line  at  the  second- 
floor  unemployment  center  in  the 
New  York  City  borough  of  Queens. 

Guthrie  is  one  of  the  6,000  or  so 
New  York-area  financial  people 
sacked  since  the  Oct.  19  market 
crash.  She  declines  to  say  how  much 
she  earned  as  one  of  Hutton's  most 
senior  women  in  corporate  finance. 
But  a  person  who  knows  reports  that 
Guthrie's  annual  compensation  was 
$275,000,  bonus  included. 

Guthrie  does  admit  to  owning  a 
spacious,  one-bedroom,  Park  Avenue 


By  Dyan  Machan 


INITIALLY,  SHE  WAS  NOT  going  tO 
file  for  her  $180-a-week  unem- 
ployment benefits.  Debora  Guth- 
rie was,  after  all,  only  32  and  had  just 
lost  her  job  as  a  first  vice  president  in 
corporate  finance  at  E.F.  Hutton  & 
Co.  With  two  homes  and  a  cushy  sev- 
erance package,  Guthrie  knew  she 
was  far  better  off  than  most  of  those 
who  frequent  the  unemployment  of- 
fices. But  then  Guthrie  thought, 
"Why  not?  It  was  all  a  part  of  the 
(unemployment)  adventure,  and  the 
$180  a  week  wouldn't  hurt."  So  she 
put  on  her  mink  coat  and  joined  the 


Frank  Fourniri  < 


apartment,  picked  up  in  1984  for 
around  $335,000  (plus  renovations), 
and  a  1780  country  house  in  Bridge- 
hampton,  on  New  York's  Long  Island, 
bought  in  1986  for  $282,000  with  the 
help  of  a  recent  inheritance.  Like 
many  of  her  bull-market  peers,  she 
frequently  weekended  in  Paris. 

Guthrie  comes  from  solid  Tennes- 
see stock.  (Her  late  grandmother,  a 
strong  influence  on  Guthrie,  headed 
the  library  Guthrie's  great-grandfa- 
ther started  outside  Nashville.)  More- 
over, Guthrie's  credentials  are  excel- 
lent— certified  public  accountant, 
chartered  financial  analyst,  and  an 
M.B.A.  from  Vanderbilt. 

After  earning  her  M.B.A.,  and  learn- 
ing some  ropes  at  a  regional  brokerage 
firm,  Guthrie  arrived  in  New  York 
four  years  ago  and  joined  L.F.  Roth- 
schild &  Co.,  Inc.  There  she  assisted 
in  bringing  in  some  $300  million  in 
new  business  financings,  mostly  in 
the  health  care  sector,  but  decided  to 
look  elsewhere  in  late  1986,  when 
defections  began  roiling  the  firm. 

On  and  off  for  four  months  during 
1987,  Guthrie  looked  for  work.  In  Au- 
gust she  finally  took  a  job  with  E.F. 
Hutton.  Eighteen  weeks  later  Peter 
Cohen,  head  of  American  Express' 
Shearson  Lehman  Brothers  unit,  an- 
nounced that  Shearson  was  buying 
Hutton,  and  set  about  axing  Guthrie 
and  some  5,000  other  Hutton  (and 
Shearson)  employees. 

Cohen  had  a  nice  touch.  Employees 
in  Guthrie's  department  were  told 
that  those  who  would  be  offered  jobs 
in  the  new  organization  would  get  a 


Debora  Allen  Guthrie 


Aug. -Dec.  1987:  First  vice  presi- 
dent, E.F.  Hutton  &  Co.  Co-head 
health  care  group,  new  business 
development. 

1984-87:  L.F.  Rothschild  &  Co., 
Inc.  Principal,  corporate  finance. 

1979-84:  f.C.  Bradford  &  Co., 
Nashville.  Health  care  specialist. 

Vanderbilt  University 

(M.B.A.,  1979). 

University    of    the    South    (B.A., 

economics  and  English,  1977). 

Single.  Favorite  book,  War  and 
Peace  Interests:  Junior  League 
charities.  Goal:  getting  back  into 
work  force.  "Today,  no  one  can 
negotiate  compensation." 
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telephone  call  on  a  specific  date.  No 
call  meant  no  job.  On  Dec.  15  Guthrie 
got  25  phone  calls  from  anxious 
friends — but  none  from  Shearson. 
Disappointed  but  not  bitter,  the  next 
day  she  packed  16  boxes  with  her 
files,  attended  a  group  severance 
meeting  and  left. 

Guthrie  could  have  fled  to  her  par- 
ents or  gone  mto  hibernation  at  her 
Bridgehampton  home.  Instead  she 
stayed  in  New  York  and  made  looking 
for  a  new  job  her  main  occupation. 
More  bankers  would  lose  their  jobs, 
she  figured,  and  "I  wanted  to  be  in 
front  of  the  herd."  She  bought  a  2- 
month-old  English  sheepdog  to  keep 
her  company  and  signed  up  for  art  and 
piano  lessons.  "You  can't  sell  yourself 
when  you're  depressed,"  she  explains. 

The  odds  on  landing  a  job  in  invest- 
ment banking  were  slim  to  nil.  Execu- 
tive recruiting  firm  SpencerStuart  re- 
ports that  around  this  time  last  year  it 
was  conducting  between  15  and  20 
searches  for  investment  bankers  in 
New  York  and  London.  Now  it's 
working  on  2  or  3.  So  Guthrie  turned 
her  sights  to  venture  capital  and  inter- 
national banking. 

Guthrie  began  by  drawing  up  a  list 
of  people  she  knew,  or  knew  of,  who 
in  some  way  might  help  her  to  get 
work.  She  phoned  20  acquaintances 
for  appointments.  Soon  the  list  grew 
to  60,  then  100.  Her  calendar  filled  up. 
From  every  contact — a  former  col- 
league, say,  or  a  friend  of  a  friend — she 
would  get  a  new  name,  or  at  least  a 
suggestion. 

Headhunters  weren't  much  help. 
Some  had  jobs  she  was  not  interested 
in,  others  had  nothing  at  all.  One  re- 
cruiter dangled  a  job  but  told  Guthrie 
she  was  too  "Los  Angeles-looking." 
When  Guthrie  asked  what  that 
meant,  the  recruiter  said  that  she  had 
worn  too  much  turquoise  jewelry. 
Guthrie  doesn't  own  any  turquoise 
jewelry,  but  she  decided  not  to  argue 
the  point. 

The  first  breakthrough  came  in  late 
December,  soon  after  Guthrie  got  the 
sack.  Calling  private  New  York  in- 
vestment firms,  she  struck  on  one 
that  needed  someone  with  her  health 
care  expertise.  A  meeting  was  ar- 
ranged. A  few  days  later  she  heard 
that  another  investment  banking  firm 
had  lost  its  health  care  analyst.  Guth- 
rie had  never  worked  as  an  analyst  but 
knew  she  was  qualified  and  called  for 
an  interview.  And  so  it  went. 

Six  weeks  later,  after  Guthrie  had 
let  out  several  such  lines,  came  the 
waiting.  Antsy,  she  cashed  in  her  fre- 
quent-flier coupons  and  booked  a 
flight  to  Antigua.  "People  can  sense 
when  it's  more  constructive  to  get 
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A  FOURSOME: 
JOCNlCKLAUS, 

Cliff  Dkysdale, 
Pete  Dye  And 
Landfall 

This  unbeatable  team  is  working  wonders  along  the  Intracoastal 


Waterway.  Pete  Dye  has  finished  his  latest  legend,  ij^  Jack  Nicklaus  has 


just  started  his  next  masterpiece  and  Cliff  Drysdale  is  constructing  his  new 

I  tennis/swim  center.  Landfall  is  also  creating  a 
superb  gatehouse  community.  \\  \  |g  Sites,  custom  homes 


and  villas  border  the  rolling  woods,  lakes,  fairways  and 


Waterway.  I    I  Historic  Wilmington,  along  with  the 


nearby  beaches  and  boating  encourage  recreational  variety. 

1990  Eastwood  Rd.,  Wilmington,  NC  28403 
800-227-8208,  800-634-/ 7857(in  NC),  91 9-256-61 11 


Wilmington 
North  Carolina 


Obtain  the  Property  Report  required  by  federal  law  and  read  it  betore  signing  anything.  No  federal  agency  has  judged  I 
merits  or  value  it  any,  ot  this  property.  A  statement  and  ottering  statement  have  been  tiled  with  the  Secretary  ol  State  i 
the  state  ot  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  tor  sale  or  lease  by  the 
Secretary  ol  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering.  A  copy  ol  the 
ottering  statement  is  available,  upon  request,  from  Landfall  Associates    This  advertisement  is  not  an  ottering  to  New 
Jersey  residents  or  residents  of  any  state  where  prohibited  by  law. 


A  Grand 
Southern  Tradition 


Presiding  with  grace  and  charm 
over  historic  St.  Charles  Avenue 
and  the  Garden  District.  .  .  Only 

minutes  by  complimentary 

limousine  to  the  French  Quarter 

and  the  Financial  District.  .  . 

home  of  the  world  famous 

Caribbean  Room. 


NEW  ORLEANS 

2031  St.  Charles,  New  Orleans,  LA  70140     (504)524-0581     800-952-8092 

Member       IfynWDri 


Plan  your 
tomorrow  with  a 

mutual  fund 
that  wasn't  born 


yesterday 


$  in  000's 


SteinRoe  Special  Fund  has  achieved 
outstanding  long-term  results  by  investing 
in  securities  believed  to  be  undervalued 
in  relation  to  their  growth  potential. 

Average  annual  total  returns  for  the 
period  ended  12/31/87:  1-year.  4.27%, 
5-year,  15  33%  10-year.  19.51%. 

No  sales  charges  or  redemption  fees. 

Mil  Stein  Roe 


A  $10,000  investment  on  1/1/78 
would  have  been  worth 
$59,431  at  the  end  of  1987 
(assuming  reinvestment 
ol  all  distributions), 
lor  a  494.3% 
increase 


78 


80 


'82 


'84 


'86       '88 


SPECIAL   FUND 


CALL  24  HOURS  1-800-338-2550.  5o588,o5spec 

Securities  Corporation,  Distributor  c  Stem  Roe  &  Farnham  Incorporated  1988 

'  da  represent  past  performance  and  it  may  vary  for  different  periods.  Actual 
ncipal  value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when 
worth  more  or  less  than  their  cost  There  is  no  guarantee  that  the  Fund  will 
nt  objective  Read  the  prospectus  carefully  before  you  invest. 


away,"  Guthrie  says. 

Eight  days  later,  nicely  tanned,  rest- 
ed and  eager  for  an  interview  with  the 
private  investment  firm,  Guthrie  re- 
turned. The  meeting  went  well,  and  a 
date  was  set  for  her  to  meet  with  the 
firm's  top  partner.  That  meeting  was 
pushed  back,  but  she  expected  as 
much:  In  job  hunting  one  is  almost 
always  waiting  for  people  with  other 
projects  more  pressing  than  adding  a 
new  employee. 

Between  interviews,  art  lessons  and 
trips  to  the  Caribbean,  Guthrie  was 
discovering  how  unpleasant  life  can 
be  outside  the  skyscrapers.  On  her 
first  trip  to  the  unemployment  office 
in  Queens,  she  was  asked  to  sit  at  a 
table  and  fill  out  forms  while  a  gov- 
ernment clerk  marched  around  bark- 
ing instructions  at  the  group.  "It  felt 
like  fifth  grade  all  over  again,"  says 
Guthrie.  When  she  left  unanswered  a 
question  on  whether  she  was  an  offi- 
cer, the  clerk  shouted,  "Why  haven't 
you  filled  in  the  blank?" 

On  the  way  back  to  Manhattan, 

Between  interviews,  art 
lessons  and  trips  to  the 
Caribbean,  meanwhile, 
Guthrie  was  discovering 
how  unpleasant  life  can  be 
outside  the  skyscrapers. 

Guthrie  got  onto  the  wrong  subway 
train  and  wound  up  lost,  in  her  mink 
coat,  in  Harlem.  Like  a  character  from 
Tom  Wolfe's  Bonfire  of  the  Vanities, 
Guthrie  had  never  ridden  the  trains  by 
herself  before. 

Now  in  her  twelfth  week  out  of 
work,  Guthrie  is  aggressively  seeking 
leads.  In  the  week  beginning  Mar.  14, 
for  example,  Guthrie  had  four  inter- 
views with  major  investment  banks 
and  sent  out  60  letters  to  venture  cap- 
italists. "It  takes  time,  you  can't  lose 
confidence,"  she  tells  others  as  well 
as  herself. 

Does  this  story  have  a  happy  end- 
ing? Yes  and  no.  Yes,  because  Guth- 
rie's severance  package  included  the 
remainder  of  her  first  year's  Hutton 
salary  plus  two  months'  severance. 
That  is  a  parachute  worth  over 
$200,000  (pretax)  in  all.  Cry  not  for 
Debora  Guthrie. 

Unhappily,  Guthrie  did  not,  as  we 
went  to  press,  yet  have  a  job.  It's  no 
fun,  she  says,  looking  ahead  to  when 
her  cash  will  dry  up,  when  she  might 
have  to  lease  the  Bridgehampton 
house  and  pay  down  debt. 

"I  can  always  rent  to  the  Japanese," 
Guthrie  jokes.  In  that  is  another  bit  of 
advice  about  looking  for  work:  Never 
lose  your  sense  of  humor.  ■ 
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Exclusive  Sunglasses 

Designed  by  Ferdinand  A.  Porsche 
High-quality,  CR-39  lenses  protect 
against  UV-B  radiation.  Black,  chrome, 
gold-plated    or    solid    gold 

PORSCHE  DESIGN 


fORSoyf 


Available  at  Eye  Care  Professionals. 


On  the  Docket 


The  current  term  for  the  U.S.  Supreme 
Court  was  relatively  uneventful  for  U.S. 
businesses.  Next  term  promises  more. 

First  Monday 
next  October 


By  Deirdre  Fanning 


¥'  es,  there  was  the  Foster  Win- 
ans  case,  which  cracked  down 
on  insider  trading,  and  the  Basic 
Inc.  decision,  which  broadened  the 
obligation  of  public  companies  to  dis- 
close merger  talks.  Those  decisions 
aside,  the  1987-88  term  of  the  U.S. 
Supreme  Court  has  been  relatively 
uneventful  as  far  as  Forbes  500  com- 
panies are  concerned.  The  Court's  fall 
calendar  is  not  completed,  but  a  re- 
view of  some  cases  slated  to  be  heard 
indicates  that  the  term  beginning  the 
first  Monday  in  October  will  be  more 
significant. 

City  of  Richmond  v. 
J. A.  Croson  Co. 

In   19M   the  city  ot   Richmond,   Va. 
decided  to  attack  the  problem  of  racial 
discrimination  in  the  construction  in- 
dustry by  enacting  .1  minority  subcon- 
tracting plan   for  city  construction 
contracts.  Under  the  plan,  contractors 
on  city  jobs  are  required  to  subcon- 
tract out  at  least  30%  ot  the  contract's 
dollar  value  to  minority  businesses.  A 
federal  district  court  upheld  the  plan, 
but  the  U.S.  Court  ot  Appeals  tor  the 
Fourth  Circuit  recently  declared  the 
plan    unconstitutional.    "Depending 
on  how  tar  the  Supreme  Court  goes, 
its  decision  could  have  wide  ramifies 
ays  Richmond  City  Attorney 
I  arneal.  "(The  case]  really  ad- 
-  the  whole  question  of  affirma- 
i  plans." 

World  Airlines,  Inc.  v. 
Jenendcnt  Federation 
hi   \ttendants 

•  111    TWA    Chairman    Carl 
battling  the  airline  unions, 


this  time  over  the  issue  of  whether 
those  flight  attendants  who  crossed 
picket  lines  to  work  during  a  1986 
strike  against  the  company  must  give 
up  their  jobs,  once  the  strike  is  over, 
to  strikers  with  more  seniority.  The 
U.S.  Court  of  Appeals  for  the  Eighth 
Circuit  says  they  must,  claiming  that 
the  loyal  crossovers  did  not  qualify  as 
permanent  replacements  for  the  strik- 
ing workers.  To  favor  them  would 
constitute  discrimination  among 
union  members. 

"This  is  of  general  interest  not  only 
to  airlines,"  says  Murray  Gartner, 
Icahn's  lawyer.  "If  the  Eighth  Circuit 
is  right,  any  striker  with  more  senior- 
ity than  a  nonstnking  worker  is  enti- 
tled to  kick  them  out  of  a  job  once  the 
strike  is  over." 

Pittston  Coal  Group  et  al. 
v.  James  Sebben  et  al. 

Remember  the  infamous  black  lung 
disease?  Twenty  years  ago  it  was  the 
scourge  of  coal  miners  everywhere, 
and  Congress  eventually  established  a 
program  to  process  claims  from  min- 
ers who  were  afflicted  by  the  disease, 
which  can  result  in  total  disability 
or  death. 

But  midway  through  handling  the 
claims,  the  responsibility  for  adminis- 
tration was  switched  from  the  Social 
Security  department  to  the  Secretary 
of  Labor,  who  wrote  new — allegedly 
narrower — criteria  for  receiving  bene- 
fits. And  in  1987  the  Eighth  Circuit 
ordered  the  secretary  to  reopen  and 


rehear  about  94,000  black  lung 
claims,  on  the  grounds  that  they 
hadn't  been  given  a  fair  shake  the  first 
time  around.  According  to  the  coal 
companies,  the  Eighth  Circuit's  deci- 
sion could  burden  industry  with  as 
much  as  $13.6  billion  in  unanticipat- 
ed liabilities. 

An  important  question  before  the 
Supreme  Court  is  whether  the  appeals 
court  has  the  power  to  compel  so 
sweeping  a  review.  Coal  miners  and 
the  Department  of  Labor  aren't  the 
only  parties  watching  this  case:  The 
coal  and  insurance  industries  are  also 
directly  affected.  Concerned,  too,  is 
the  U.S.  Treasury,  which  will  have  to 
lend  the  money  to  the  Department  of 
Labor  to  pay  off  these  new  claims 
until  the  industry  and  its  insurers  re- 
pay the  cash. 

United  States  of  America  v. 
Ron  Pair  Enterprises,  Inc. 

Can  a  creditor  receive  interest  on  an 
oversecured  claim  once  a  debtor  has 
filed  for  bankruptcy?  A  provision  in 
the  Bankruptcy  Code  appears  to  say 
yes,  but  some  lower  courts  have  dis- 
agreed, denying  creditors  their  extra 
money.  The  case  before  the  Supreme 
Court  involves  a  proof  of  claim  filed 
by  the  government  in  the  1984  bank- 
ruptcy of  Ron  Pair  Enterprises.  That 
claim  was  for  some  $53,000  in  unpaid 
income  and  Social  Security  taxes,  and 
was  secured  by  tax  liens  on  company 
property.  The  Sixth  Circuit  has  disal- 
lowed the  government  from  collect- 
ing the  as  yet  uncomputed  postpeti- 
tion  interest  on  the  claim,  citing  prior 
law.  The  Supreme  Court  must  resolve 
the  dilemma. 

Harbison-Walker  Refractories, 

a  Division  of  Dresser  Industries,  Inc. 

v.  Eugene  F.  Brieck 

What  does  a  discrimination  plaintiff 
have  to  show  in  order  to  get  his  day  in 
court?  That's  the  question  before  the 
court  in  this  case  involving  alleged 
age  discrimination  at  a  Pittsburgh 
refractory. 

A  laid-off  installation  specialist, 
Eugene  Brieck,  sued  Harbison-Walker 
Refractories  in  1984,  charging  that  he 
was  let  go,  and  later  overlooked  in  a 
recall,  because  he  was  too  old.  He  was 
then  55.  The  district  court  dismissed 
the  case  via  summary  judgment, 
claiming  that  Brieck  failed  to  link, 
with  relevant  evidence,  the  compan- 
y's hiring  practices  with  his  discrimi- 
nation charges.  But  the  Third  Circuit 
reversed  the  decision,  and  now  the 
Supreme  Court  will  decide  what 
amount  and  type  of  evidence  a  plain- 
tiff needs  in  order  to  get  his  case  be- 
fore a  jury.  ■ 
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Whenyour  horizons  expand, 
so  snouldyour  carry-on. 


Whether  your  travel  plans  call  for 
London  in  the  morning  or  Los  Angeles  at 
midnight,  it's  time  you  examined  the  Lark 
expandable  carry-on. 

With  little  effort,  you  can  easily  enlarge 
our  unique  carry-on  by  50  percent  And 
that  makes  it  the  ideal  travel  companion  for 
those  overnight  business  trips  or  week-long 
conferences. 

Plus,  unlike  some,  the  Lark  carry-on 
continues  to  look  great  long  after  it's  been 


removed  from  the  showroom  floor. 

Thafs  because  each  one  is  treated  with 
Dupont  Teflon®  so  it  repels  water  and  stains. 
Each  is  carefully  hand-crafted,  sporting 
all-leather  handles,  and  solid-brass  zippers. 
Best  of  all,  each  carry-on  is  fully  lined. 

When  your  horizons  ex- 
pand,you  need  the  carry- 
on  that  expands  along 
with  them.  The  Lark  ^ 

expandable  Carry-On.      Luggage  for  your  expanding  needs. 


® 
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Taxing  Matters 


Edited  by  Laura  Saunders 


When  Congress  tackles  the  issue  of  increas- 
ing taxes  to  shrink  the  deficit,  it  will  have  to 
face  a  painful  fact:  The  only  real  way  to 
raise  large  sums  of  money  is  by  hitting  the 
politically  powerful  middle  class. 

Don't  tax  me  . . . 


Brace  yourself  for  a  barrage  of 
electioneering  blather  about 
the  budget  deficit,  frequently 
accompanied  by  vague  threats  to 
make  the  rich  and  the  big  corpora- 
tions "pay  their  fair  share." 

Forget  it:  If  taxes  are  to  be  raised 
significantly,  it  is  the  middle  class 


that  -will  have  to  pay. 

Why?  First  there's  the  magnitude  of 
the  deficit.  The  rosiest  official  esti- 
mate puts  it  at  $147  billion  this  year, 
but  $161  billion  is  probably  more  real- 
istic. Congress  has  been  and  will  con- 
tinue to  be  unable  to 
bridge  this  gap  by  cut- 


ting federal  spending.  Partly  that's  be- 
cause more  than  75%  of  the  trillion- 
dollar  budget  goes  to  defense,  Social 
Security  and  Medicare,  and  interest 
payments. 

Ultimately,  there's  really  only  one 
place  such  huge  sums  as  $150  billion 
can  come  from:  the  middle  class.  To 
see  why,  look  at  the  chart.  It  shows 
how  income  was  distributed  over  the 
population  in  1985,  the  latest  year  for 
which  data  are  available. 

The  left  side  of  the  chart  shows  that 
the  greatest  number  of  tax  returns  are 
bunched  at  the  bottom  of  the  income 
scale.  More  than  half  of  the  102  mil- 
lion individual  taxpayers  have  adjust- 
ed gross  incomes  of  under  $20,000. 
Only  1  %  have  adjusted  gross  incomes 
over  $100,000. 

Now  look  at  the  right  side.  The 
50%  of  taxpayers  who  earn  under 
$20,000  account  for  only  about  20% 
of  the  nation's  total  $2.3  trillion  in 
reported  income.  The  top  1%  account 
for  11%.  So  the  top  and  bottom  slices 
together  get  a  bit  less  than  a  third  of 
the  pie.  On  this  ratio  scale,  the  dens- 
est concentration  of  reported  income 
is  among  the  10%  of  the  taxpayers 
who  make  $40,000  to  $75,000  a  year. 

When  devising  taxes,  Congress  nat- 
urally goes  where  the  money  is.  It's 
clear  that  it  can't  fix  the  deficit  by 
taxing  the  poor.  Taxing  the  rich  won't 


Nice  idea,  but  impossible,  as  this  chart  of  1985 
tax  returns  shows.  The  left  side  shows  how 
many  taxpayers  file  at  each  level  of  adjusted 
gross  income  above  $1,000.  Half  the  taxpayers 
report  less  than  $20,000,  and  not  even  1%  report 
more  than  $100,000.  The  right  side  shows  how 
much  total  income  is  reported  in  each  category. 
Conclusion:  The  real  money  is  in  the  middle. 
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Of  all  the  conservative  banking  principles  we 
follow  at  Republic  National  Bank,  one  has  been 
elevated  to  the  status  of  a  golden  rule.  That  is  the 
safeguarding  of  our  depositors'  funds. 

It's  been  a  central  tenet  in  the  Safra  banking 
family  tradition,  which,  reaches  back  well  over  a 
hundred  years. 

And  it  helps  explain  why  a  firm  as  respected 
as  Salomon  Brothers  Inc.  has  praised  Republic  as 
"...widely  regarded  for  its  clearly  defined  business 
plan  and  excellent  management,  superior  asset 
quality,  liquid  and  well-capitalized  balance  sheet 
and  liability-driven  operating  strategy." 


Consequently,  as  Bear  Stearns  has  pointed 
out,  "The  success  of  Republic  in  attracting 
deposits  has  been  extraordinary." 

Because  Republic  clients  know  they  come 
first.  And  that  trusting  in  a  sound  bank  pays  off 
at  rainbow's  end. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  ■  CAYMAN  ISLANDS  ■  LOS  ANGELES  ■  MEXICO  CITY  ■  MIAMI  •  MONTREAL  ■  NASSAU 

NEV?  YORK  •  BUENOS  AIRES  CARACAS  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  RIO  DEJANEIRO  •  SANTIAGO  •  SAO  PAULO  ■  BEIRUT 

GENEVA -GIBRALTAR -GUERNSEY-  LONDON  •  LUGANO-  LUXEMBOURG  •  MILAN  -MONTE  CARLO-  PARIS-  HONG  KONG  ■  SINGAPORE  -TOKYO 


A  RATHER  TAXING  EXAM. 

I  •  What  state  just  lowered  its  personal  income  taxes  by 
$4.5  billion? 

A)  New  York 

B)  New  Jersey 

C)  California 

D)  Massachusetts 

2 .  This  was  the  greatest  state  tax  cut  in: 

A)  1987 

B)  The  state's  history 

C)  Any  states  history 

D)  All  of  the  above 

3.  This  tax  cut  means: 

A)  Salaries  will  go  further 

B)  Disposable  income  will  increase 

C)  It  will  be  easier  to  attract  a  more  skilled  labor  force 

D)  All  of  the  above 


hot's  right.  New  York  State  cut  its  personal  income  taxes  more  than  any  other  state  ever.  By 
sonal  income  taxes  will  have  been  cut  by  $4.5  billion,  to  their  lowest  rate  since  the  1950's. 
he  maximum  tax  rate  will  be  half  of  what  it  was  in  1980.  What's  more,  we've  even  lowered  our 

!  that  means  your  business  is  better  off  than  ever  before.  RE  WW   IwKH  3IAI  E* 
DEPARTMENT  OF  ECONOMIC  DEVELOPMENT,  ONE  COMMERCE  PLAZA,  ALBANY,  NY  12245 


end  the  deficit,  either.  Confiscating 
all  income  above  $100,000  would 
raise  only  $135  billion  a  year,  and  that 
assumes,  rather  improbably,  that  peo- 
ple would  continue  to  strive  if  the 
fruits  of  their  striving  were  taken 
from  them. 

Total  expropriation  of  high  in- 
comes certainly  isn't  in  the  cards,  but 
another  option  that  has  some  political 
support  is  to  add  a  higher-income 
bracket,  say  for  those  with  incomes 
above  $200,000.  Such  a  proposal 
would  play  well  on  the  demagogic 
circuit,  but  it  wouldn't  raise  more 
than  a  few  billion  dollars.  Besides, 
lawmakers  are  nervous  about  backing 
away  from  the  tradeoffs  involved  in 
the  1986  tax  act,  which  included  re- 
strictions on  tax  shelters  and  higher 

A  5%  sales  or  value-added 
tax  with  exemptions 
for  food,  housing  and 
medical  care  would  raise 
$70  billion  a  year. 

capital  gains  taxes.  As  Senator  Bill 
Bradley  (D-N.J.)  recently  told  Life,  "I 
think  it  would  be  a  mistake  to  raise 
that  top  rate  [28%].  I  think  people 
should  experience  it." 

Likely  compromise:  a  few  points  of 
increase  in  the  top  rate,  coupled  with 
a  similar  increase  in  the  lower  brack- 
et. It  would  be  the  latter  that  would 
raise  the  real  money. 

Then  there's  the  looming  question 
of  consumption  taxes.  Jacking  up  tax- 
es on  oil,  alcohol  and  nicotine  would 
raise,  at  most,  $30  billion  a  year,  ac- 
cording to  the  Congressional  Budget 
Office.  A  5%  sales  or  value-added  tax 
with  exemptions  for  food,  housing 
and  medical  care  would  raise  $70  bil- 
lion a  year. 

Argument  against:  Such  a  tax 
would  open  a  Pandora's  box  of  taxing 
power,  given  the  congressional  pro- 
pensity to  spend.  Merely  talking 
about  value-added  taxation  helped 
cost  the  late  Representative  Albert 
Ullman  (D-Ore.)  his  once  safe  seat. 
After  all,  the  middle  class  consumes 
absolutely  more  than  the  poor — and  a 
higher  proportion  of  its  income  than 
the  rich — and  so  a  consumption  tax 
would  cause  middle-class  taxpayers 
great  pain. 

Consumption  tax  or  income  tax, 
any  real  revenue  raisers  will  have  to 
fall  on  the  big,  fat,  solid  middle  class. 
"That,"  says  tax  lawyer  Thomas 
Field,  publisher  of  the  weekly  Tax 
Notes,  "is  the  downside  of  a  very  good 
thing,  which  is  that  the  U.S.  is  truly  a 
middle-class  country,  with  income 
very  widelydistributed." — L.S. 


FORBES,  APRIL  25,  1988 


OVERSEAS:  9.60% 


T.  Rowe  Price  International  Bond  Fund,  ranked  by  Upper  Analytical 
Services  as  the  #1  world  income  fund  for  1987,**  offers  high-income,  high- 
quality  bonds  and  the  benefits  of  worldwide  diversification.  Yield  and  price 
will  vary.  For  the  12  months  ending  l 
2/12/88,  the  high  price  was  $11.60 
the  low  was  $9.77.  $1,000  mini- 
mum investment  ($500  for  IRAs). 
No  front-end  load,  no  back-end 
load,  no  12b-l  annual  fees. 
No  sales  charges  at  all! 


Call  now  1-800-638-5660 

24  hours,  7  days 

for  a  free  Information  kit 


T.  Rowe  Price,  100  E  Pratt  St ..  Baltimore.  MD  21202 
Send  a  prospectus  with  more  complete  information 
including  management  fees  and  other  charges  and 
expenses  I  will  read  it  carefully  before  1  invest  or 
send  money 

Name 


"I 


Address 


IBF000695 


City/State/Zip 


Invest  With  Confidence 

TRcweRice 


CM 


'Average  annualized  yield  for  the  30  days  ending  2/12/88  based  on  an  average  price  per  share  of  $10.84. 
Average  maturity  was  3.6  years.  **Accordingto  Upper  Analytical  Services,  Inc., which  monitors  25  world 
income  funds.  Return  may  be  subject  to  currency  fluctuations. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


It  may  not  be  pulling 
a  rabbit  out  of  a  hat, 


but  it's  magic. 


When  a  city  child  first  gets  a  taste  of  life  in  the  country,  something  magical 

happens.  But  it's  the  kind  of  magic  that  can  only  happen  with  your  help. 

It  costs  only  $198  for  each  child  to  experience  a  magical  two  weeks.  So  give 

to  The  Fresh  Air  Fund  at  1040  Avenue  of  the  Americas,  New  York,  NY  10018. 

The  Fresh  Pir  Fund 

You're  making  more  than  a  donation. 
You're  making  a  memory. 

A  copy  of  the  last  financial  reports  filed  with  the  Department  of  State  may  be  obtained  by  writing  to  New  York  State  Department  of  State, 
Office  of  Chanties  Registration.  Albany.  New  York  12231   or  The  Fresh  Air  Fund.  1040  Avenue  of  the  Americas  New  York.  N  Y  10018 
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With  the  nations  landfills  getting  full, 
someone  had  to  figure  how  to  get  rid  of  all 
that  garbage.  Wheelabrator  Technologies 
did,  and  became  a  $1  billion  business. 


Burn  this 


By  Claire  Poole 


With  his  back  to  a  50-foot-high 
mound  of  garbage  that  includes  a  mat- 
tress and  two  red  velour  couches, 
Daniel  Madigan  casually  kicks  a  half- 
eaten  apple  that  has  fallen  from  the 
pile.  "See,  no  smell,"  boasts  the  burly, 


red-faced  New  England  regional  man- 
ager at  Wheelabrator  Technologies 
Inc.  Madigan  is  talking  about  the 
company's  new  waste-to-energy  plant 
in  Millbury,  Mass.  In  a  few  hours  all 
this  fresh  garbage  will  be  incinerated 
at  2,500  degrees  Fahrenheit  to  gener- 
ate steam.  The  steam  will  push  a  tur- 


bine, which  will  generate  45  mega- 
watts of  electricity — enough  to  light 
48,000  homes.  The  plant  itself  will 
use  4.5  MW  and  the  rest  will  be  fed 
into  New  England  Power's  grid. 

Garbage  is  a  growth  industry  these 
days,  and  the  leading  outfit  in  the 
business  is  Danvers,  Mass. -based 
Wheelabrator.  Last  year  Wheelabrator 
earned  $25  million,  or  83  cents  a 
share,  on  $1  billion  in  revenues.  The 
firm  combines  several  companies, 
some  of  which  date  back  to  1913.  Be- 
sides refuse-to-energy  plants,  they  are 
involved  in  pollution  control  and  han- 
dling industrial  wastes  like  coal  and 
pulp  by-products.  Wheelabrator  went 
public  in  September  at  19  and  recent- 
ly traded  at  about  22. 

"The  driving  force  behind  this  com- 
pany is  the  garbage  crisis  and  the  need 
to  dispose  of  municipal  waste,"  says 
Rodney  Gilbert,  Wheelabrator's  Ala- 
bama-bred president. 

It  wasn't  so  long  ago  that  waste-to- 
energy  plants  had  a  bad  reputation.  A 
worker  was  killed  at  an  East  Bridge- 
water,  Mass.  plant.  Combustion 
Equipment  Associates,  which  ran  the 
plant,  later  went  bankrupt.  Neighbors 
of  incinerators  worry  about  emissions 
of  dioxin,  a  harmful  residue  of  low- 
temperature  plastic  combustion.  But 


'  letieral  Electrk  s  tire-burning piatu  in  Modesto,  Ccrfif 
isn't  so  long  ago  that  waste-to-energy  plants  had  a  bad  reputation. 
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the  garbage  crisis  has  suddenly  gotten 
much  more  severe.  Northern  New 
Jersey,  for  example,  has  all  but  ex- 
hausted its  available  landfill  space. 
Now  such  corporations  as  Ogden, 
Ashland  Oil  and  Westinghouse  are 
making  a  push  into  the  waste-to-ener- 
gy business. 

At  the  moment  there  are  65  re- 
source recovery  plants  operating  in 
the  U.S.,  treating  a  scant  5%  of  the 
total  nonhazardous  waste  generated. 
In  the  next  five  years  the  percentage 
could  be  25%.  One  hundred  more 
plants  are  in  construction  or  develop- 
ment, and  the  industry  could  be  pro- 
cessing 35  million  tons  by  the  early 
1990s,  according  to  Terence  York,  an- 
alyst at  Drexel  Burnham  Lambert. 

Oxford  Energy  Co.,  based  in  New 
York  City,  has  licensed  and  extended 
a  German  technology  to  incinerate 
tires  whole  by  burning  them  at  very 
high  temperatures.  The  idea  was  so 
appealing  that  General  Electric  be- 
came a  partner  in  its  tire-burning 
plant  in  Modesto,  Calif.,  situated  on 
the  site  of  the  country's  largest  tire 
dump.  The  plant  opened  in  March  and 
supplies  13  megawatts  of  electricity 
to  Pacific  Gas  &  Electric.  Now  Oxford 
wants  to  build  a  25-megawatt  plant  in 
Connecticut. 
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Tire  conveyor  belt  at  Modesto 
Next  stop,  Connecticut, 

In  one  of  the  more  novel  garbage-to- 
energy  schemes,  Philadelphia-based 
O'Brien  Energy  Systems  extracts 
methane  (natural  gas)  from  landfills 
by  sticking  pipes  into  the  landfills. 

Wheelabrator's  selling  proposition 
is  what  it  calls  mass  burn  technology. 
The  method  enables  all  kinds  of  ref- 


use to  be  burned  evenly  and  quickly 
by  feeding  it  onto  a  grate  and  sending 
it  through  a  very  high  temperature 
combustion  zone.  By  closely  monitor- 
ing the  flow  of  garbage  and  air  into  the 
furnace,  Wheelabrator  plants  burn 
more  efficiently  than  conventional 
incinerators. 

The  company  built  its  first  garbage- 
to-energy  plant  at  a  landfill  in  Saugus, 
Mass.  in  1975.  Today  the  company 
has  other  municipal  waste-to-energy 
plants  in  Maryland,  Florida,  New 
York,  New  Hampshire  and  Connecti- 
cut. Together  they  process  14,500 
tons  of  garbage  a  day  and  can  generate 
over  395  megawatts  of  electricity. 
Wheelabrator  plans  to  double  its  ca- 
pacity by  1991. 

Wheelabrator's  technology  is  based 
on  Swiss  incineration  techniques. 
Overhead  cranes  transfer  garbage 
from  a  pit  to  a  hopper,  which  funnels 
it  evenly  to  a  moving  grate.  The  gar- 
bage slides  down  the  pitched  grates 
through  an  8-story-tall  furnace,  which 
combusts  the  waste  and  produces  su- 
perheated steam.  The  energy  helps 
pay  for  the  plant,  but  the  real  value  is 
in  garbage  elimination.  The  garbage  at 
the  45-megawatt  plant  in  Millbury, 
for  example,  saves  $  1 1  million  a  year 
in  fuel  oil.  But  the  plant  collects  $26 


- 
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What  Do 
They  Have  In 
Common? 


A  lot.  President  Reagan  and  Jessica 
Riley  like  jelly  beans.  They  ride 
horses.  And  they  both  got  help  for  their 
hearing  loss. 

Most  of  the  24  million  other 
Americans  with  hearing  and  speech 
problems  also  can  be  helped  through 
rehabilitation,  often  with  hearing 
aids. .  medically. .  or  surgically. 

If  you  suspect  a  problem,  act  today! 
Write  the  Council  for  Better  Hearing 
and  Speech  Month  for  a  free  brochure. 

(  ountil  lor  Bclfcr  Hearing  and  Speech  Month 

1420  21a  Sana,  N  V 
Washington.  DC  20036 
(202)  331-9694 


1988  Multinational  Executive  Travel  Companion, 

the  only  business-travel  guide  ol  its  kind,  covers  over 
1 47  maior  cities  worldwide  (27  in  USA  alone)  and  pro- 
vides you  with  the  hard-to-find  mlormation  you  need 
on  the  •  besl  time  (or  business  trips  and  appoint- 
ments •  latest  requirements  for  passports,  visas,  in- 
oculations/vaccinations and  health  certificates 

•  climate,  whal  to  wear  and  when  •  general  health 
advice  •  local  business  holidays  •  current  trade 
fairs/expositions  •  business  hours  •  social  eti- 
quette/business protocol,  what  to  do  and  not  to 
do  •  current  economic  conditions  •  airport  entry 
and  exit  information  •  airlines  service  •  car  rentals 
availability  •  the  best  hotels,  restaurants,  and  enter- 
al •  selective  shopping  •  credit  cards  accep- 

•  business  travel  costs  in  major  cities  • 

)  tips  •  useful  words  and  phrases  in  dif- 

•  tipping  advice  •  and  much  more 

*  -      ind  jydes  you  in  75  maior  trading  coun- 

0  pages  •  It  makes  your  business 

ctive  and  enjoyable  •  Unique  In- 

vjarded  and  used  by  thousands 

j'ives  in  160  countries  •  On  your 

p  don't  leave  your  office  without  it 

•■iition  •  Free  4-page  descriptive 

■  r  "us  (vp  lue  ol  $1 5)  with  purchase 

.   ,  s  limted  •  Priced  at  $60  in 

\]  includes  airmail  delivery,  from 

•  i    tve  Inc  .  Dept   FB  882, 

ge  Mass  02238.  USA 


Wheelabrator  Technologies'  Millbury,  Mass.  garbage-to-eiiergy  plant 
One  thing  this  country  isn't  running  short  of. 


Science  & 
Technology 


million  a  year  from  municipalities  for 
taking  garbage  off  their  hands. 

Wheelabrator's  edge  comes  in  its 
ability  to  control  dangerous  emis- 
sions, principally  sulfur  dioxide. 
Here,  the  company  designs  its  own 
equipment,  which  it  also  sells  to  an 
assortment  of  industrial  customers 
and  utilities,  such  as  Florida's  Orlan- 
do Utilities.  Wheelabrator's  engi- 
neered products  accounted  for  8%  of 
operating  revenues  in  1987. 

Scrubbers  neutralize  acid  gases  like 
sulfur  dioxide  by  showering  the 
smoke  with  lime.  Another  device,  an 
electrostatic  precipitator,  electrically 
charges  smoke  particles,  causing  the 
particles  to  attach  to  a  set  of  opposite- 
ly charged  plates  before  they  get  to  the 
smokestack.  Some  plants  use  fabric 
filters  instead  of  electrostatic  precipi- 
tators. What's  left  over  after  the  burn- 
ing, mostly  furnace  ash,  goes  into  a 
landfill  A  gallon  of  trash  becomes 
about  a  pint  of  landfill. 

One  caution:  Though  Wheelabrator 
isn't  licensed  to  bum  hazardous 
wastes,  it  could  do  so  inadvertently. 
Computers  track  refuse  on  the  way 
into  each  plant  as  well  as  emissions 
and  ash  going  out.  All  garbage  passes 
through  detectors  that  measure  radio- 
activity. Crane  operators  will  on  occa- 
sion pull  suspect  drums  out  of  the  pit 
for  inspection.  But  there  isn't  current- 
ly a  method  of  screening  garbage  for 
all  hazardous  materials,  so,  at  least  for 
now,  Wheelabrator  takes  the  word  of 
garbage  suppliers. 


Monitoring  Mi/lbnty's  furnace 
Turning  a  gallon  into  a  pint? 

Today  municipalities  pay  Wheela- 
brator a  negotiated  long-term  rate  per 
ton  to  take  their  garbage.  To  finance 
construction  costs,  which  can  run  to 
$150  million  at  a  plant  of  Millbury's 
size,  lenders  demand  long-term  con- 
tracts with  municipalities.  Now, 
though,  Wheelabrator  figures  it  can 
make  more  money  by  charging  spot 
rates  of  perhaps  $75  a  ton  instead  of 
the  $50  rate  on  most  of  its  long-term 
contracts,  and  it  convinced  lenders  to 
finance  the  Millbury  plant  without 
municipal  commitments. 

Next,  Wheelabrator  President  Gil- 
bert wants  to  be  vertically  integrated. 
Thus,  beginning  in  July,  Wheelabrator 
will  begin  picking  up  garbage  at  curb- 
side  in  Newton,  Mass.,  an  affluent 
bedroom  community  outside  Boston, 
and  carting  it  to  its  Millbury  plant  for 
incineration.  Why  charge  wholesale 
rates  when  you  can  charge  retail? 

Be  sure  of  this:  Garbage  is  one  thing 
this  country  isn't  running  short  of, 
but  finding  ways  to  deal  with  it  pre- 
sents one  of  the  more  intriguing  busi- 
ness opportunities  of  our  times.  ■ 
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ere's  a  razor  sharp  light  in  Roanoke,  Virginia . . . 


The  light  of  a  laser, 

that's  used  by  a  surgeon, 

to  save  people's  lives. 

It's  helping  make  miracles 

a  daily  occurrence, 

at  one  of  Virginia's  most  important  health  centers. 

Those  people  in  Roanoke 

whose  lives  may  depend  on  that  powerful  laser, 

almost  never  think  about  where  its  power  comes  from.. 

Oh  they  know  their  power  company. 

But  they  may  not  know  their  company 

is  part  of  American  Electric  Power, 

an  important  family  of  power  companies 

serving  seven  million  people, 

in  3,000  communities, 

in  seven  states. 

They  don't  realize  that  as  part  of  AEP, 

their  power  company  shares  the  strongest  electrical 

transmission  system  in  the  world. 

And  that  the  AEP  family  of  companies  has 
a  rich  and  respected  heritage 
of  pioneering  in  the  research  and 
technology  that  will  keep  its  coal-based 
electrical  system  efficient  —  and  affordable  — 
well  into  the  next  century. 

They  probably  don't  know  that  AEP 
has  a  demonstrated  history  of  thoughtful, 
concerned,  and  progressive  management 
whose  primary  considerations  are  to  meet 
the  needs  of  its  customers  and  fulfill 
the  expectations  of  its  shareowners. 

Nor  do  they  recognize  AEP's  earnest  commitment 
to  competitively  market  its  resources 
and  aggressively  promote  economic  growth 
throughout  the  region  it  serves. 

What  they  do  know, 

and  what  they  care  about  most, 

is  that  surgery  is  now  faster  and  safer. 

And  today  there  is  hope 

where  there  once  was  despair. 

People  live  longer, 
and  miracles  happen, 

Because  there's  a  laser  in  Roanoke,  Virginia. 


as 


AMERICAN 

ELECTRIC 

POWER 


The  AEP  Companies 

Appalachian  Power  Company  •  Columbus  Southern  Power  Company  •  Indiana  Michigan  Power  Company 
1  Kentucky  Power  Company  •  Kingsport  Power  Company  •  Michigan  Power  Company  •  Ohio  Power  Company  •  Wheeling  Power  Company 


"My  job  is  to 
design  a  home 
in  space." 


"Space  research  is  one  of  the 
most  exciting  adventures  in 
human  history.  But  my  job  is  to 
design  life  support  systems  that 
are  completely  unexciting.  We 
want  them  to  be  thoroughly 
dependable,  durable  and  fail-safe 
—  to  limit  the  excitement  to  the 
processes  of  research  and  discov- 
ery Our  habitation  module  is  like 


a  small  world  with  closed-loop 
systems  to  recycle  air  and  water. 
WeVe  built  redundancy  into  all 
critical  subsystems,  triple-redun- 
dancy in  some  cases.  WeVe  also 
made  the  living  spaces  pleasant, 
with  private  quarters  for  each 
crew  member,  windows  that  look 
to  earth  and  beyond,  and  a  famil 
iar  up/down  reference  to  provide 


:  entation  in  weightlessness.  To 
)  t  our  theories,  Boeing  built  a 
?  1-scale  Space  Station  module. 
I  e  prototype  may  never  leave 
i  \  ground,  but  it-will  help  make 
ttain  those  that  do  are  safe, 
*  iable  miniature  worlds." 

-  Brand  Griffin 

Space  Station  Architect 
Boeing  Aerospace 


At  Boeing,  we're  sharing  knowl- 
edge and  integrating  technology 
to  create  high-quality  products 
and  services.  In  aviation,  aero- 
space, computer  services  and 
electronics.  You  can  trust  the 
people  at  Boeing  to  do  it  right. 


Random  Access 


Commentary  by  Esther  Dyson 


SUCCEEDING  TECHNOLOGIES 


I've  always  figured  that  when  the 
computer  industry  loses  its  appeal, 
I'll  end  up  following  biotechnology. 
The  two  fields  are  converging.  DNA 
(the  substance  of  genes)  is  really  just 
one  more  form  of  software,  a  medi- 
um for  the  distribution  of  informa- 
tion, with  the  added  advantage  of 
being  able  to  reproduce.  Scientists 
speculate  that  with  genetic  engi- 
neering, or  the  manipulation  of 
DNA,  we  could  build  molecular 
machines  that  could  tunnel  through 
our  blood  vessels,  removing  fat  de- 
posits; eat  plastic  and  turn  it  into 
fertilizer;  and  kill  the  AIDS  virus, 
among  other  things. 

All  of  that  is  still  pretty  far  off, 
but  the  link  between  software  and 
genetic  engineering  is  real.  Take,  for 
example,  the  story  of  DocuComp,  a 
software  package.  DocuComp  com- 
pares two  versions  of  a  document  so 
that  you  can  see  what  changes  have 
been  made.  What's  the  need?  Most 
DocuComp  users  are  lawyers  who 
want  to  see  what  changes  another 
party  has  made  to  their  standard 
contract.  Trying  to  detect  the  other 
guy's  changes  is  part  of  the  legal 
game.  (In  100  pages  of  boilerplate, 
it's  tough  to  pick  out  the  one  seem- 
ingly innocent  sentence  that  can 
cost  the  client  a  bundle.) 

DocuComp  was  designed  by 
Laurence  Korn  and  Cary  Queen, 
two  molecular  biologists  who  have 
achieved  success  with  MicroGenie, 
one  <>t  the  most  popular  gene-analy- 
sis  programs.  Launched  in  1983 
through  Beckman  Instruments,  Mi- 
croGenie  sells  lor  $2,000.  For  that 
money  you  get  ■  database  of  the 
100  known  gene  sequences,  to- 
taling several  million  nucleotides 
(the  individual  chemical  units  of 
s  ind  DNA).  Its  2,000  users, 
mostly  research  biologists  in  drug 
uid  Biotech  companies  and  univer- 
sity laboratones  use  it  to  compare 
the  gene  sequences  they  have  creat- 
ith  the  known  sequences.  Then 
in  hope  to  tind  out  which  part 
gene  is  responsible  tor  what 
i  hi    One   discovery   resulting 
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from  such  work  was  the  relation- 
ship between  cancer-causing  genes 
and  hormone  receptors. 

How  did  a  pair  like  this  come  to 
create  software  for  lawyers?  When 
Queen  and  Korn  renewed  their  con- 
tract with  Beckman  Instruments  in 
1985,  their  lawyer  spent  hours  por- 
ing over  documents,  comparing 
them  and  making  changes. 

Funny,  mused  Korn,  how  close 
the  process  was  to  comparing  gene 
sequences.  Thus  was  born  Ad- 
vanced Software  Inc.  of  Sunnyvale, 
Calif.,  and  its  product  DocuComp. 
It  turned  out,  of  course,  that  there 
were  substantial  differences  be- 
tween comparing  genes  and  com- 
paring documents.  (Like  two  pieces 
of  text,  the  algorithms  were  either 
the  same  with  differences  or  differ- 
ent with  some  features  in  common.) 

Genes  are  basically  long  se- 
quences of  four  different  chemical 
units  (adenine,  cytosine,  guanine 
and  thymine).  The  challenge  in 
comparing  genes  is  sheer  volume; 
each  gene  consists  of  thousands  of 
nucleotides  in  zillions  of  possible 
combinations.  Each  gene  can  be 
matched  against  thousands  of  possi- 
ble known  genes,  or  two  similar 
genes  can  be  compared  in  search  of 
possible  mutations — the  closest  an- 
alog to  document  comparison. 

In  document-matching,  by  con- 
trast, there  are  a  lot  more  possibili- 
ties for  each  item  (a  few  hundred 
thousand  different  words  and 
aames]  and  much  more  structure — 
sentences,  paragraphs,  headings — 
which  changes  the  complexion  of 
the  problem.  Also,  the  product  for 
lawyers  has  to  handle  a  variety  of 
word  processor  formats. 

Cary  Queen  spent  almost  two 
years  working  on  DocuComp  part 
time.  Then  last  summer  Queen  and 
Korn  hired  a  professional  program- 


mer to  finish  the  product  and  a  pro- 
fessional manager  to  run  ASI — 
Larry  Lightman,  who  had  sold  Mi- 
croGenie for  Beckman.  DocuComp 
is  now  alive  and  shipping,  at  $150  a 
copy.  Kom  and  Queen  have  used  it 
in  renewing  their  Beckman  contract 
once  again,  through  1990. 

What  next  for  Korn  and  Queen? 
They  have  decided  to  apply  their 
expertise  to  another  kind  of  se- 
quence— disease-fighting  proteins. 
In  1986  they  incorporated  Protein 
Design  Labs  with  $4  million  from 
Robertson,  Colman  &  Stephens  and 
the  Mayfield  Fund.  Their  goal  is 
fundamentally  new:  to  design  dis- 
ease-specific drugs  by  computer. 

Up  to  now,  most  drugs — whether 
derivatives  of  naturally  occurring 
substances  like  morphine  and  digi- 
talis or  totally  synthetic  com- 
pounds like  amphetamines  and  bar- 
biturates— have  been  discovered  by 
blind  trial  and  error.  Korn  and 
Queen  have  a  more  ambitious  agen- 
da: to  figure  out  the  desired  chemi- 
cal behavior  of  a  drug,  and  then, 
working  backward,  design  a  mole- 
cule that  would  have  that  behavior. 
The  company  will  focus  on  pro- 
teins, complex  chains  of  chemical 
units  whose  behavior  is  a  function 
of  their  three-dimensional  struc- 
ture, beyond  the  two-dimensional 
analysis  of  MicroGenie.  Predicting 
that  structure  from  the  component 
units  is  an  exceedingly  difficult 
task,  one  now  challenging  not  only 
this  little  venture  but  also  such  gi- 
ants as  Du  Pont,  Eli  Lilly  and 
Merck. 

Protein  Design  Labs  will  probably 
take  at  least  a  year  to  produce  a 
protein  drug  and  five  years  to  re- 
ceive FDA  approval.  Korn  and 
Queen  are  looking  for  a  chief  execu- 
tive, preferably  someone  from  the 
pharmaceutical  industry  with  expe- 
rience running  a  company  .  .  .  and 
negotiating  with  the  FDA. 

The  payoffs  from  their  recent 
work  on  DocuComp  are  likely  to  be 
small  but  immediate:  The  software 
firm  is  likely  to  show  a  small  profit 
soon.  With  the  drug  company,  by 
contrast,  the  payoffs — if  any — are 
uncertain  but  potentially  huge.  ■ 
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Guess  when  Jim's  company  got 

a  f  ax  by  Toshiba. 


Sometime  in  the  middle  of  August. 

Granted,  things  might  not  turn  around  that  fast 
in  your  company. 

But  good  things  often  do  happen  when  a  com- 
pany gets  a  Toshiba  facsimile  system. 

Phone  and  courier  bills,  travel  expenses,  and  over- 
time go  down.  Productivity,  morale,  and  sales  go  up. 

Why?  Because  our  complete  line  of  facsimile 
systems  saves  time  and  money  by  using  the  phone 
lines  to  send  words  and  pictures.  Anywhere.  In  as 
little  as  15  seconds* 

Shouldn't  your  company  get  one?  Before  your 
competitors  do?  Our  free  booklet  tells  you  how. 
Send  for  it.  Or  call  1-800-635-1220. 


Free  Booklet.  "Guide  to  Facsimile:  14  Proven  Ways  You  Can  Save  Time  and 
Money  with  Facsimile."  Or  Free  Demonstration:  Call  1-800-635-1220,  or 
mail  coupon  to  Toshiba  America.  Inc.,  Facsimile  Products  Group,  9740  Irvine 
Blvd.,  Irvine.  CA  92718 


Name 


.  Phone  (_ 


J- 


Company  Name  _ 
Address 


City. 


.State. 


.  Zip_ 


FBAP25 


Toshiba  facsimile.  Now  you  see  it. 


In  Touch  with  Tomorrow 

TOSHIBA 


■IVr  CUTT  Test  Chart 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


How  do  you  devalue  one  of  Americas  best- 
known  brand  names?  just  do  what  Singer 
did  in  sewing  machines. 

A  stitch  not 
in  time 


By  Jack  Willoughby 


Cleveland  lawyer  Helen  Kucha, 
44,  owns  a  $1,000  sewing  ma- 
chine. "I  can  sew  it  faster  than  I  can 
shop  for  it,"  says  Kucha,  one  of  a 
small  army  of  dedicated  home  sewers 
eager  and  willing  to  purchase  a  top- 


quality  machine. 

Sad  to  say,  America's  famed  Singer 
brand  is  playing  hardly  any  role  in  the 
upper-end  segment  of  the  estimated 
$3.5  billion  U.S.  home  sewing  indus- 
try. Foreign  manufacturers  like  Swiss- 
owned  Bemina,  German-owned  Pfaff 
and  Swedish-owned  Viking  offer  cus- 


ifi:  e  William  Andrews 
can  still  make  money  in  sewing  machines.' 


tomers  well-designed  products  and 
support  them  with  networks  of  deal- 
ers that  offer  hands-on  training  and 
encouragement.  This  is  where  the 
money  is  in  sewing  machines — pre- 
mium-priced models.  Martin  Stewart, 
Bernina's  marketing  manager,  claims 
his  company  accounts  for  9%  of  the 
U.S.  industry's  dollar  volume  while 
selling  just  4%  of  its  units. 

Yet  say  "sewing  machine,"  and 
chances  are  the  name  that  comes  to 
most  people's  minds  will  be  Singer, 
the  company  that  dominated  the 
world  market  for  at  least  a  century. 
But  to  serious  amateurs  or  those  who 
sew  professionally,  the  Singer  name 
no  longer  stands  for  top  quality.  This 
loss  of  standing  traces  directly  to  one 
of  marketing's  alltime  blunders — 
Singer's  decision  to  abandon  its  mis- 
sion of  "teaching  the  world  to  sew." 
This  time-tested  strategy  meant  that 
Singer  sold  not  only  machines  but 
service  as  well. 

Why  was  the  strategy  abandoned? 
Past  executives  of  Stamford,  Conn.- 
based  Singer  Co.  saw  that  the  sewing 
industry  was  shrinking  in  the  U.S.  But 
instead  of  reinforcing  its  image  for 
customer  support  and  education,  the 
company  decided  to  milk  the  sewing 
machine  business  to  support  an  ac- 
quisition strategy  that  included  buy- 
ing furniture  makers  and  manufactur- 
ers of  flight  simulators.  It  was  a  clas- 
sic misapplication  of  a  concept 
created  by  Boston  Consulting  Group, 
the  management  consultants.  The 
concept:  A  company  can  milk  cash- 
rich  businesses  to  move  into  other, 
more  profitable  businesses. 

In  the  end,  Singer — now  the  play- 
thing of  acquisitor  Paul  Bilzerian— 
virtually  got  out  of  the  business,  sell- 
ing to  the  public  73%  of  the  sewing 
machine  division  under  the  name 
SSMC  Inc.  So  Singer  no  longer  makes 
Singer  sewing  machines;  SSMC  does. 

Before  spinning  off  the  sewing  ma- 
chines, Singer  unloaded  all  1,600  of  its 
company-owned  stores,  thus  aban- 
doning a  dealer  network  that  had  tak- 
en 40  years  to  build  and  was  Singer's 
direct  link  with  its  customers.  The 
stores  became  independent  dealer- 
ships or  were  closed.  Henceforth, 
Singer  machines  were  sold  by  dealers 
who  also  carried  rival  products.  No 
longer  in  intimate  daily  touch  with  its 
customers,  Singer  missed  the  early 
signals  that  today's  consumers  were 
willing  to  buy  better  machines. 

SSMC  has  its  lowest  market  share 
in  the  high-end  line.  The  company's 
overall  marketing  concept,  though, 
says  Chief  Executive  William  An- 
drews, is  more  broad-based.  In  the  last 
two  years  it  has  introduced  around  40 
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MasterCard  presents 

The  BusinessCardChallenge 

Compare  these  two  company  T&E  card  systems  and  see  which  one  lets  you  manage  your  business  better. 


Management  Control:  Both  the  MasterCard  BusinessCarcT  and  American  Express  "Corporate  Card  provide  MIS  Reports 
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MasterCard. 
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Acceptance:  MasterCard  is  accepted  at  over  5  million  merchants  worldwide— 3  times  more  than  American  Express. 


SOOtMMMEXB  Ev 


WO  l?Vi  '■ 


MasterCard 


Cash  Access:  MasterCard  gives  you  cash  access  at  over  150,000  locations— 5  times  more  than  American  Express. 
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MasterCard 
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Individual  Spending  Limits:  MasterCard  lets  you  set  them.  American  Express  does  not. 
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MasterCard. 


Clearly,  the  MasterCard  BusinessCard'"  gives  you 
more  flexibility  and  control. 

It  lets  you  set  flexible  spending  limits  for  superior 
cost  control.  And  with  in-depth  MIS  reports,  you  can 
monitor  exactly  where  your  money  is  going. 

Unlike  American  Express,  the  program  is  designed 
and  implemented  by  your  bank  to  fit  your  specific  needs. 
It  offers  greater  flexibility  in  the  form  of  an  optional 
deferred  payment  plan  so  you  can  better  manage  your 
cash  flow. 


Your  employees  will  enjoy  our  superior  acceptability, 
while  you'll  appreciate  the  wide  range  MasterCard  mer- 
chants offer  in  price,  style  and  location.  And  with  easy 
cash  access  at  over  150,000  locations,  the  BusinessCard 
virtually  eliminates  the  need  and  expense  of  petty  cash 
advances. 

MasterCard  can  even  put  your  company  name  on  top 
of  the  card;  American  Express  puts  theirs. 

Now  that  you  know  the  facts,  the  BusinessCard 
challenge  is  really  no  contest  at  all. 


noose  The  BusinessCard  That  Makes  A  Difference" 


&  1988  MosterCard  International  Inc. 


finger  sewing  Machines 
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Sewing  tor  the 
Whole   Family 
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A  classic  Singer  ad  from  the  1900s 

A  time-tested  strategy  was  abandoned 

new  models,  most  priced  from  SI 00  to 
$500.  SSMC's  independent  dealers 
found  the  constant  introduction  of 
new  machines  confusing,  and  the 
quality  poor. 

Andrews  says  that  SSMC  didn't 
want  to  give  up  the  lower  end  of  the 
market  and  thus  chose  a  wide  range  of 
models.  "We  didn't  want  to  give  up 
market  share,  which  is  why  we  still 
account  for  36%  of  all  sewing  ma- 
chines sold  here  by  units,"  he  says.  "If 
you  want  to  increase  market  share 
and  margins  in  a  mature  business,  you 
have  to  sell  through  as  many  channels 
as  you  can." 


At  any  rate,  SSMC  report- 
ed only  $1.5  million  in 
North  American  operating 
profits  on  sewing  machine 
sales  estimated  at  $150  mil- 
lion. Much  more  profitable 
was  the  furniture  operation, 
which  reported  operating 
profits  of  $5.7  million  on 
North  American  sales  of 
$150  million.  Worldwide, 
SSMC's  sales  amounted  to 
$651  million;  it  earned  an 
adjusted  $12.4  million. 
Meanwhile,  SSMC's  inven- 
tory— most  of  it  sewing  ma- 
chines— has  jumped  to  $156 
million,  up  25%  over  last 
year,  while  sales  jumped 
only  16%. 

What's  ahead?  Andrews  says  his 
plan  is  to  build  a  broad  consumer 
products  company,  based  on  the  grand 
old  name  he's  inherited.  Already,  he 
adds,  he  has  slapped  the  Singer  name 
on  everything  from  television  sets  to 
gas  ranges  in  some  overseas  markets. 
Sounds  fine,  but  seeing  the  way  the 
company  has  dissipated  its  reputation 
for  quality  sewing  machines,  how  can 
the  company  expect  people  to  buy  its 
TV  sets  and  stoves  enthusiastically? 
A  consumer  franchise  is  a  valuable 
asset,  but  only  so  long  as  the  owner 
keeps  it  well  polished.  ■ 


Those  wonderful  folks 
who  bring  you  Glad 
bags  have  come  up  with 
this  nifty  scheme  for 
marketing  their  product. 


Trash 

bag 

promotion 


Memo: 

From  ferry  Flint,  senior  editor 

To  Jeff  Trachtenberg,  marketing  editor 

Jeff: 

Yesterday  I  ran  out  of  trash  bags, 
the  ones  that  go  in  the  can  in  the 
kitchen.  So  I  stopped  at  the  store  on 
the  way  to  work  and  bought  a  box  of 
Glad  bags.  There  was  something  on 
the  box  about  free  TWA  air  miles,  but 
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that  isn't  why  I  bought  Glad  bags.  I 
know  Glad  bags  are  pretty  good, 
and,  just  as  important,  they  were 
the  only  ones  the  store  had. 

But  when  I  opened  the  package, 
this  coupon  fell  out.  For  free  miles 
on  TWA. 

Great,  free  miles,  but  how  many 
miles?  Guess.  100?  No.  50?  A  little 
lower.  20?  Not  quite.  10?  Keep  go- 
ing, because  the  answer  is  5. 1  get  5 
free  miles  on  TWA  with  this  cou- 
pon. That's  about  the  length  of  the 
runway.  If  I  used  enough  Glad  bags 
I  guess  it  would  add  up — but  the 
offer  expires  June  30,  1988. 

The  coupon  said  you  get  5  TWA 
miles  or  a  25-cent  Glad  cash  re- 
bate. But  next  to  that  it  said  you 
get  a  choice  of  5  free  TWA  air  miles 
or  a  25-cent  Glad  cash  rebate  with 
three  proofs-of-purchase. 

Does  this  mean  I  have  to  buy 
three  packs  of  Glad  bags,  and  then 
mail  them  in  with  a  25-cent  stamp 
to  get  my  25  cents  back?  (Indeed  it 
does,  although  the  return  for  three 
proofs-of-purchase  would  be  75 
cents.) 

Then  there  was  the  official  in-  _ 
stant  bonus  miles  certificate,  one  of 
those  scratch-off  things  that  said  I  had 
a  chance  to  win  unlimited  air  miles, 
so  I  scratched  away  and  this  is  what  it 
said:  "0  miles  please  try  again." 


OFFICIAL  INSTANT  BONUS  MILES  CERTIFICATE 


WIN  Unlimited  FREE 
Air  Travel... for  ONE  YEAR! 


*X  RUB-OFF  and  get  addmonal  Free  nu  A.t  M.ies 
fz^  Save  em  or  Trade  em  i<y  a  GLAD*  Cas*  Reflate 
£?  Ths  CartMca*  awards  mi  an  instant  Bonus  *rn>cfi 
{*?  could  oe  wortn  nurtdreds  even  mousanos  o)  add'- 
)<^>  tinnai  mites    0'  vou  might  come  up  empty- 
iezs  tended     but  mai  s  ail  pan  ol  the  tun 
W=>  Tms  imam  %mm  Hiies  Certificate  awards  ,o-j 
W^:  me  number  of  Free  TWA  Ar  Mires  or  a  GLAD*  casft 
*zz   retate  lcasfl  reMle  requires  3  proofs  ol  purcnasei 
shown  under  me  rub-oft  spot  AD  rules  and  regula- 
tions apply  Collect  addnwai  hstaei  Beau  raW 
CwWIutn  inside  soeoaiiy  ma/ked  GLAO*  pack- 
ages No  purchase  necessary  See  paragraprt  1  o* 
Flute  1 
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and  see  what  you  have  earned 
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^= FREE  AIR  MILES  CERTIFICATE^* 


5twa  MILES 

^^   OR 

25 


.0GLAD 

CASH  REBATE 


This  FREE  Air  Miles  Certifi- 
cate automatically  awards 
you  a  choice  ot  5  free  TWA 
Air  Miles  or  a  25e  GLAD' 
cash  rebate  (with  three 
proots-of-purchase)  All 
rules  and  regulations  apply 
Collect  additional  Free  Air 
Miles  Certilicates  inside 
every  specially  marked 
GLAD"  package 
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Glad  bags'  newest  promotion 
Bow  many  miles  to  Guam? 


I  was  sure  that  there  was  something 
in  the  rules  that  would  make  it  all 
clear  to  me,  so  I  turned  to  the  back  to 
read  them,  but  you  can  see  that  the 
print  is  pretty  small,  and  I  had  mis- 


placed my  Oxford  English  Dictio- 
nary magnifying  glass,  so  I  never 
did  get  to  read  the  rules. 

If  I  cared  about  the  contest  I 
would  be  pretty  mad,  so  what  I 
want  to  know,  Jeff,  since  you  are 
marketing  editor,  is,  What  kind  of 
marketing  is  this? 

Sincerely, 
Jerry 

Dear  Jerry: 

David  Smith,  vice  president  of 
marketing  for  First  Brands  Corp., 
which  owns  Glad,  said  he  was  sor- 
ry that  you  found  the  contest  so 
confusing.  He  agrees  that  5  free 
miles  aren't  much,  and  he  says  that 
it  would  be  silly  for  anyone  to 
spend  25  cents  on  a  stamp  to  re- 
trieve 75  cents. 

However,  he  notes  that  the  pub- 
lic has  been  offered  a  total  of  150 
free  air  miles  via  three  freestanding 
newspaper  inserts  published  in 
January  and  February. 

Plus,  Smith  says,  the  scratch-off 

prizes     can    generate     additional 

mileage — or  quarters.   "We  value 

-     all  of  our  customers,"  says  Smith. 

"We  certainly  didn't  want  to  turn  off 

any  of  them." 

Sincerely, 
Jeff 


If  you  ever  needed  another  indication  of  Navistar's  industry 
eadership  in  technology  and  design,  take  a  good  look  at  the 
nternationaF9700. 

Not  only  is  it  the  most  aerodynamically  fuel  efficient  big 
truck  ever,  it  sets  new  standards  in  maneuverability  and  comfort. 

Proving  again  that  when  you're  out  to  serve  the  changing 

s  of  transportation,  your  ideas  can't  just  be  in  your  head. 

Thevve  2ot  t^  ^^  nn  fJ^Q  ^^^^ 
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To  receive  a  copv  of  our  most  current  financial  report  write:  Navistar  Corporate  Communications 
19th  Floor.  401  N.Michigan  Ave..  Chicago.  ILWttll 
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Edited  by  Jerry  Flint 


Perestroika  in  action 


Who  would  want  to  sell  Soviet- 
manufactured  goods  to  the  West? 
They  are  usually  made  badly  at  plants 
that  suffer  from  low  productivity  and 
the  dead  hand  of  the  Soviet  bureaucra- 
cy. The  answer  is  Robert  P.  Isher- 
wood, chairman  of  Columbia,  S.C.- 
based  Ambac  International,  Inc.  Isher- 
wood  is  betting  his  company's  future 
on  the  proposition  that  he  can  in- 
crease his  firm's  market  share  by  sell- 
ing low-cost  Soviet  diesel  fuel  injec- 
tion pumps  to  the  West. 

"The  Russians  have  pledged  very 
sincerely  that  they  will  meet  our 
quality  standards,"  says  Isherwood, 
47.  He  figures  that  Ambac,  the 
world's  seventh-largest  independent 
producer  of  diesel  fuel  pumps,  can 
double  its  1987  sales  volume,  to  $200 
million,  within  three  years  by  linking 
up  with  the  Soviets  to  produce  more 


than  350,000  pumps  a  year.  If  the  So- 
viet venture  fails,  he  says,  Ambac 's 
share  of  the  world  market  for  fuel 
pumps,  which  is  now  less  than  10%, 
could  be  threatened. 

Under  the  terms  of  an  agreement 
that  both  sides  expect  to  sign  this 
month,  Ambac  would  transfer  its  fuel 
pump  technology  to  a  diesel  engine 
plant  in  Yelabuga,  Siberia.  In  addi- 
tion, Ambac  would  make  a  direct  cash 
investment  in  the  plant  (the  Soviets 
have  asked  for  $200  million,  but  Ish- 
erwood is  negotiating  for  a  figure  clos- 
er to  one-tenth  that  sum).  In  return, 
Ambac  would  sell  automated  ma- 
chinery to  the  plant  as  well  as  U.S.- 
made  fuel  pumps  to  the  Soviets,  and 
would  act  as  the  sole  Western  distrib- 
utor of  its  Soviet-made  pumps. 

An  alumnus  of  United  Technol- 
ogies, LTV,  Honeywell  and  Sybron, 


Isherwood  in  1985  founded  The  Di- 
rectorate, Inc.,  a  Dallas-based  consul- 
tancy that  advises  firms  on  industrial 
restructuring.  One  of  the  first  big  cus- 
tomers was  United  Technologies, 
which  in  1986  wanted  to  dump  its 
diesel  engine  division.  When  negotia- 
tions with  another  firm  fell  through 
early  last  year,  Isherwood  and  two 
partners  stepped  in  to  acquire  the  di- 
vision, renaming  it  Ambac  Interna- 
tional, in  a  leveraged  buyout. 

Isherwood  faces  some  formidable 
problems  with  his  Soviet  project, 
such  as  how  foreign  exchange  earn- 
ings will  be  repatriated  and  how  pro- 
duction costs  can  be  kept  low.  His 
biggest  worry,  though,  is  whether  the 
Commerce  Department  will  approve 
the  technology  transfer  for  the  Siberi- 
an plant.  His  fuel  pumps  would  work 
nicely  on  diesel  trucks  that  could  car- 
ry Soviet  army  troops  into  Prague  or 
Kabul— Robert  T.  Grieves 


A  Finn  without  a  sauna 

The  next  time  I  move,  it  will  be  to 
someplace  warmer,"  says  Erkki 
Railo,  who  came  to  Chicago  from  Hel- 
sinki, which  itself  will  never  be  con- 
fused with  Palm  Springs.  "Chicago 


Hollv  Kupc'r 


chairman  qfAmbat 
tl  him  chips  on  (he  Red. 
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The  Ritz-Carlton.  A  tradition  of  comfort  and  elegance  born  in  Boston  more  than  half  a  century  ago.  Today,  that 
tradition  lives  on  in  several  of  America's  finest  cities.  And  in  resorts  perfect  for  high  level  business  gatherings.  At 
each  hotel  you'll  find  the  atmosphere  of  a  gracious  Old  World  home.  Enjoy  gourmet 
dining.  Meet  in  richly-appointed  boardrooms  and  conference  rooms.  Ana  the  service: 
personal,  uncompromising.  In  short,  The  Ritz-Carlton  is  an  incomparable  setting  for 
gathering  your  thoughts  and  preparing  for  another  day.  For  reservations,  call  800-241-3333. 


Atlanta      Buckhead  (Uptown  Atlanta)      Boston      Laguna  Niguel.  So  California      Naples.  Florida 
Rancho  Mirage  (Palm  Springs)      Phoenix  (November  1988)      Dearborn  (December  1988)      Philadelphia  (Summer  1990) 


The  Ritz-Carlton 
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VC'm  Franklin  McMahon 


Leaf  hu  President  Erkki  Railo 
Better  to  revitalize  than  launch. 

winters,"  he  says,  "can  be  brutal." 

Railo,  50,  is  president  and  chief  ex- 
ecutive of  Leaf  Inc.,  U.S.  arm  of  Finn- 
ish miniconglomerate  Huhtamaki  Oy 
(Oy  is  Inc.  in  Finnish).  He  created  Leaf 
in  1983,  when  he  engineered  the  si- 
multaneous buyout  of  three  major 
U.S.  candy  companies,  including  the 
domestic  confection  divisions  of  Be- 
atrice and  General  Mills.  "Candy  was 
just  another  business  to  these  com- 
panies," he  says.  "Our  goal  is  tc  be- 
come a  major  player  in  the  U.S.  candy 
industry." 

Leaf's  brand  names  include  Clark 
bars,  Milk  Duds,  Good  &  Plenty  and 
(oily  Rancher.  Railo,  who  is  also  Huh- 
tamaki's   vice    chairman,    spent    his 
tirst  three  years  consolidating  man- 
agement and  distribution,  dumping 
unprofitable    products,    sprucing   up 
packaging,  upgrading  ingredients  and 
increasing    advertising.    "It's    much 
easier  to   revitalize  old  well-known 
brands  than   to  launch   totally  new 
ones,"  he  says.   He  doubled   the  ad 
budget  in    1987  and  will  double   it 
this    year.     Sales    responded. 
■  L8%  in  1987,  to  S37S  mil- 
ite  a  5%  to  6%  consumption 
t.  rate  for  the  industry. 

is  also  been  hunting  for  ac- 

f  li  lost  a  bidding  match  for 

i     R)R  Nabisco's  candy  unit 

ioi  Mints,  Sugar  Daddy, 

■■  Chew  and  Pom  Poms]  but 


bought  a  49%  stake  in  Heath  bars  and 
the  marketing  rights  for  Chuckles. 

Life  in  the  U.S.  has  its  advantages. 
"There  are  more  things  to  do  in  Chi- 
cago than  in  Helsinki,"  he  says.  But 
he's  taking  up  golf  to  make  up  for  the 
skiing  he  misses,  and  he  says  there  is 
no  sauna  in  his  condo.  "Back  home  in 
Finland,  I  have  two." — David  Snyder 


High  risks 

Might  AIDS  destroy  the  insurance 
business  as  we  know  it?  The  an- 
swer is  yes,  says  Barbara  Lautzen- 
heiser,  an  insurance  consultant  at 
Hartford,  Conn. -based  Lautzenheiser 
&.  Associates. 

Simply  put,  Lautzenheiser  figures 
pressures  will  grow — especially  with 
the  number  of  AIDS-infected  Ameri- 
cans now  believed  to  total  1  million — 
for  outlawing  AIDS  tests  as  a  prereq- 
uisite to  health  and  life  insurance.  A 
ban  on  testing  will  push  up  health 
care  costs  enormously,  which  in  turn 
will  push  up  rates,  penalizing  low- 
AIDS-risk  Americans. 

"People  won't  pay  more  than  their 
fair  share  in  a  voluntary  system,  so  if 
the  market  begins  to  carry  only  high- 
risk/high-cost  people,  those  who  can't 
get  insurance  at  reasonable  rates  will 
complain.  Legislators  will  say  the  vol- 
untary system  can't  meet  needs,  and 
that  they  must  step  in.  There  will  be  a 
movement  toward  socialized  insur- 
ance, and  the  system  will  end  up 
much  like  Social  Security — more  an- 
swerable to  politics  than  financial  re- 
sponsibility," says  Lautzenheiser. 


How  likely?  If  the  test  can't  be  used 
to  screen  applicants,  maybe  in  15  to 
25  years,  she  says.  "Public  sentiment 
is  tilting  toward  [insurance  as  an]  en- 
titlement." So  far  California  and  the 
District  of  Columbia  ban  the  AIDS 
test  for  all  insurance  policies,  and  it's 
this  sort  of  regulation  that  she  fears 
will  spread.  Court  cases  that  could 
lead  to  a  test  ban  are  pending  in  New 
York  and  Massachusetts. 

Some  20  years  ago  Lautzenheiser 
told  insurers  they  were  going  to  have 
trouble  because  women  were  going  to 
claim  discrimination  because  of  dif- 
ferent premium  rates.  "The  industry 
told  me  I  was  crazy,  I  was  a  Cassan- 
dra." In  fact,  unisex  rates  became  a 
major  issue  and  are  the  rule  in  compa- 
ny-paid insurance  today. 

"This  won't  stop  with  unisex  and 
AIDS,"  says  Lautzenheiser.  "People 
with  other  diseases  can  say  it  isn't 
their  fault  and  will  want  guaranteed 
amounts  of  life  insurance  and  medical 
insurance.  That  doesn't  work  in  a  vol- 
untary service." 

What's  the  answer?  She  says  the 
conventional  answer  will  work  for 
those  without  insurance  already — 
risk  pools,  state-run  programs  for  the 
uninsurable.  Health  insurance  premi- 
ums may  run  double  standard  costs, 
but  that's  better  than  federalization. 

Lautzenheiser  has  run  her  own 
company  for  slightly  over  two  years. 
Before  that  she  was  president  of  some 
insurance  units  of  Montgomery  Ward, 
and  a  senior  vice  president  of  Phoenix 
Mutual  Life.  She  is  puzzled  by  people 
who  think  insurance  is  boring.  "It's 
absolutely   intriguing,"   she   replies. 


Insurance  consultant  Barbara  Lautzenheiser 

Bow  can  anyone  think  insurance  is  boring? 
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HIGH 
SOCIETY. 


I  the  four  Rolls  Royce*  engines  ease  you  to  Mach  2  and  the  Earth  slips  away,  you  realise  flying  need  never 
I  routine.  But  whatever  British  Airways  flight  you're  on,  rest  assured  you'll  enjoy  the  height  of  courtesy. 


British  Airways 

The  world's  favourite  airline."  ^r 
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"The  AIDS  issue,  the  unisex  issue, 
the  long-term  care  issue.  That's  not 
boring."— J.F. 


Reports  of  Wall  Street's 
death . . . 

Here's  a  mystery.  Black  Monday  is 
supposed  to  have  cost  New  York 
City  anywhere  from  15,000  to  70,000 
jobs  when  Wall  Street  pushed  the  lay- 
off button.  Yesterday's  rich  yuppies 
are  supposed  to  be  trading  in  their 
BMWs  and  East  Side  apartments.  But, 
in  fact,  the  city's  unemployment  fig- 
ures were  at  a  17-year  low  of  5.7%  in 
February.  What's  going  on? 

First,  early  estimates  of  the  toll  on 
Wall  Street  were  highly  inaccurate, 
says  Samuel  M.  Ehrenhalt,  the  Bureau 
of  Labor  Statistics'  regional  commis- 
sioner. "From  an  alltime  employment 
peak  of  160,000  on  The  Street  just 
before  the  crash,  only  some  5,000  to 
7,000  financial  district  workers  actu- 
ally lost  their  jobs."  Many  big  money 
traders  and  brokers  jumped  to  other 
firms  or  are  still  hanging  on  the  pay- 
roll waiting  for  the  ax,  says  Ehrenhalt. 
What  about  the  clerks  and  secretar- 
ies? "If  they  were  relatively  skilled 
workers,"  says  Ehrenhalt,  "they 
should  have  found  other  employment 
fairly  quickly." 

Ehrenhalt    is    more    troubled    by 


Olivier  Manel/Rapho 


Dhanvir  Khatau,  Indian  middleman 

"A  booming  land  of  opportunity  if  you  know  how  to  go  about  it.' 


mist  Satnuei  u  !  brenbult 
'"he  sackings  were  not  so  bad. 


changes  elsewhere.  The  growth  of  fi- 
nancial centers — such  as  Tokyo,  Lon- 
don and  even  Los  Angeles — plus  the 
shift  of  back-office  operations  from 
expensive  Wall  Street  property  to 
New  York's  Long  Island  and  New  Jer- 
sey, might  cost  more  jobs  on  Wall 
Street  than  the  39,000  or  so  lost  in  the 
bad  times  during  1969-75,  he  says. 

The  avuncular  Ehrenhalt,  62,  emi- 
grated from  Dusseldorf,  Germany  in 
1936,  earned  an  M.A  in  economics  at 
Columbia  University  in  1949  and  has 
spent  time  as  a  U.S.  government  eco- 
nomic consultant  to  Egypt,  Sierra  Le- 
one, Ghana  and  Kenya. 

There's  one  other  problem  with  the 
job  market,  despite  Ehrenhalt's  not- 
quite-downbeat  report.  His  son,  Ste- 
ven, is  about  to  earn  his  Columbia 
M.B.A.  and  wants  a  Wall  Street  job.  So 
far,  no  luck.  Says  father:  "I  don't  wor- 
ry about  his  finding  a  job.  I  just  won- 
der if  he'll  find  one  in  Manhattan's 
financial  district." — Robert  T.  Grieves 


Man  in  the  middle 

The  word  middleman  often  carries 
a  bad  odor  in  the  U.S.,  but  in  India, 
where  Rajiv  Gandhi  is  seeking  more 
foreign  investment,  being  a  middle- 
man is  an  honorable  profession.  It  is 
also  an  essential  one. 

Take  Dhanvir  Khatau,  one  of  In- 
dia's up-and-coming  middlemen,  who 
lives  in  Switzerland.  Khatau,  35,  fa- 
cilitates the  way  into  India  for  foreign 
investors  and  also  helps  them  around 
India's  formidable  bureaucracy  and 
not-always-trustworthy  local  entre- 
preneurs. He  recently  helped  a  foreign 
lamp  manufacturer  get  an  import  li- 
cense in  just  three  weeks;  without  his 


help,  it  might  have  taken  three 
months. 

Khatau  has  never  been  busier.  Right 
now  he's  helping  a  European  sporting 
goods  manufacturer  to  set  up  a  $10 
million  joint  venture  in  India,  a  Swed- 
ish firm  to  import  paper  pulp  into  the 
subcontinent  (a  $100,000  deal  that 
could  lead  to  bigger  business  later), 
and  an  Indian  firm  to  sell  70,000  T 
shirts  to  Switzerland  for  about 
$210,000.  Not  serious  money  if  you're 
a  Manhattan  fund  manager  but  big 
bucks  if  you  live  in  a  developing  coun- 
try like  India. 

"Most  people  don't  know  how  to 
tackle  India — they  get  easily  intimi- 
dated by  local  business  customs  or 
they  are  put  off  by  the  place,"  Khatau 
says.  "I  always  say  to  potential  inves- 
tors: Just  think  of  India  as  another 
market,  massive  but  just  a  shade  more 
difficult  to  crack  for  foreigners." 

Khatau  understands  an  important 
secret  of  Indian  business:  that  the  en- 
tire economy  is  run  by  only  a  handful  of 
people.  He  understands  it  because  his 
family  is  among  that  rich  and  powerful 
group.  The  Khataus,  whose  interests 
include  textiles  and  manufacturing, 
make  their  headquarters  in  Bombay, 
where  they  have  a  palatial  estate. 

Khatau,  whose  mother  is  Swiss, 
struck  out  on  his  own  when  he  was 
20,  earning  a  business  degree  in  Lon- 
don, then  working  as  a  broker  for  E.F. 
Hutton  in  Geneva  and  later  at  ship- 
ping firms  in  Hamburg  and  Lausanne. 
A  couple  of  years  ago  Khatau  set  up 
shop  in  Lausanne  as  a  consultant,  the 
Western  word  for  middleman.  "Ra- 
jiv's India  is  a  booming  land — a  land 
of  opportunity,  if  you  know  how  to  go 
about  it  right,"  he  says. — Pranay  Gupte 
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Namely,  the  Subaru  Wagon, 
the  #  1  import  wagon  in  America* 

Vbu  see,  every  Subaru  Wagon 
comes  with  road  gripping  front 
wheel  drive.  Or  the  option  of  either 


an  "On  Demand'""  or  full  time  four 
wheel  drive  system  for  a  greater 
measure  of  safety  and  traction. 

What's  more,  Subaru  has  a 
proven  record  of  reliability,  dura- 


bility and  customer  satisfaction.** 

Which  means  the  Subaru 
Wagon  isn't  just  safe  on    /j^^ 
the  road,  it's  safe  down  <=£ ty 


the  road. 


V 


20lh  A>*IVB1SAFY 


We  built  our  reputation  by  building  a  better  car. 

•  Based  on  December  1986  R  L  Polk  and  Company  Daia  "J  0  Powerand  Associates  Cuaomer  Satislacnon  index  1981-1986 


le  Forbes  500s 


The  economic  expansion,  now  in  its  sixth 
year,  rolls  onward.  The  combined  profit  for 
the  500  most  profitable  publicly  traded 
companies  climbed  10.6%  last  year.  Sales 
of  the  Forbes  Sales  500  were  up  7.4%,  to 
$2.8  trillion. 

Big  companies,  however,  aren't  putting  more  peo- 
ple to  work.  Since  it  touched  bottom  in  1982,  the 
economy  has  added  almost  1 5  million  jobs.  Over  that 
same  six-year  period  the  796  companies  that  qualify 
for  one  or  more  of  our  four  lists  have  been  cutting 
back  (see  table,  opposite  page).  As  the  behemoths  of 
capitalism  battle  cheaper  foreign  labor  and  become 
more  capital  intensive,  they  shrink  their  payrolls. 

Where,  then,  are  the  jobs  coming  from?   From 

much  smaller  firms,  many  that  you  may  never  see 

on  the  Forbes  500s.  Standard  Rewashed  Wipers  Co., 

founded  in  Chicago  in  1917,  hasn't  made  it  into  the 

>me  yet.  After  years  of  striving  it  recently  sold 

off  its  industrial  rag  washing  department  and  decid- 

lis  mainly  on  disposable  rags  under  a  new 

£ ,  the  Standard  Cos.  President  George  Bonomo 


has  grand  ambitions.  "We  are  growing  dramatical- 
ly," he  boasts.  But  with  the  company's  sales  at  $7 
million,  he  still  has  a  long  way  to  go  to  make  it  onto 
the  Sales  500  (minimum  this  year,  $1.35  billion). 

Yet  some  of  these  little  firms  are  destined  for 
greatness.  Among  the  companies  in  this  year's  direc- 
tory are  several  that  have  graduated  from  the  Forbes 
200  Best  Small  Companies  survey:  Computer  Asso- 
ciates International  (software),  Pall  Corp.  (filters), 
Safety-Kleen  (industrial  solvent  cleaning  services), 
Service  Corp.  International  (undertaking)  and  Sigma- 
Aldrich  (lab  chemicals). 

But  most  of  the  economy's  success  stories  must  go 
unchronicled  in  directories  like  this  one.  Dun  & 
Bradstreet  tracks  more  than  9  million  firms,  and 
even  those  account  for  something  less  than  100%  of 
private  U.S.  employment.  Economic  growth,  in 
short,  is  only  partly  a  story  of  top-500  companies.  It's 
even  more  the  story  of  small  companies  trying  to 
become  top-500  companies.  It's  their  drive,  their 
striving,  that  gives  American  capitalism  its  extraor- 
dinary dynamics. 
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totals 

Employment  at  the  796  companies  in  this  directory 
is  on  a  gradual  downward  slope,  but  other  trends  are 
upward.  Last  year's  dip  in  market  value  reflects  the 
crash,  share  repurchases  and  cash  mergers. 

1987 
Category                        Total 

Change 
from  1986 

5-year 
growth  rate 

Sales  500                            $2.8  trillion 

+  7.4% 

+  2.7% 

Profits  500                           156  billion 

+  10.6 

+  5.2 

Assets  500                         6.01  trillion 

+  6.4 

+  9.7 

Market  Value  500             1.79  trillion 

-0.6 

+  11.2 

Total  employment 

of  500s  companies           20.5  million 

-0.9 

-1.3 
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lie  Forbes  Sales  500 


In  1987  sales  of  America's  biggest 
corporations  rose  a  healthy  $190 
billion,  to  $2.8  trillion.  The  500th 
company  sold  $1.35  billion. 


Last  year  was  a  good  one 
for  big  business.  The 
combined  revenue  of  the 
Forbes  Sales  500  in- 
creased 7.4%,  to  $2.8  tril- 
lion. The  revenue  gains  were  spread 
throughout  the  top  500  companies. 
The  smallest  company  to  make  the 
list  this  year,  Wilson  Foods,  had 
sales  of  $1.35  billion,  versus  $1.26 
billion  for  last  year's  500th  firm.  That's  a  7%  increase,  in 
line  with  the  average  for  the  entire  group. 

Although  some  ranks  have  changed,  the  same  15  corpo- 
rations lead  the  Sales  500.  With  1987  sales  of  $101.8 
billion,  down  1%  from  1986,  General  Motors  remains  in 
first  place,  although  third-place  Ford  once  again  earned 
more  (seep  1-4-4)  Higher  petroleum  prices  helped  oil  com- 
panies among  the  top  15 — Exxon,  Texaco,  Mobil  and 
Chevron  bounced  back  from  a  1986  sales  decline. 

Valhi,  the  Dallas-based  conglomerate,  shows  the  sharp- 
est increase  in  sales,  a  gain  of  185.3%,  to  $1.38  billion.  But 
this  growth  came  largely  from  mergers.  Valhi  was  formed 


Rank 

1987   1986 

Company 

Sales 

(Smill 

Change 
over 
1986 

% 

1 

General  Motors 

101,782 

-1.0 

2         2 

Exxon 

76,416 

9.3 

3         3 

Ford  Motor 

73,145 

14.2 

4          4 

IBM 

54,217 

5.8 

5          5 

Mobil 

51,223 

14.2 

Winners 

The  leaders  in  sales  growth 

Rank 

1987             1<>86 

Company 

Sales 

(Smill 

Change 
over 
1986 

% 

187               ■ 

Valid 

1,383 

185.3 

488 

AMAX 

3,383 

158.8 

■ 

Tele-Communications 

1,416 

127.5 

■ 

Masco  Industries 

1,470 

106.4 

• 

Maxicare  Health 

1,839 

101  1 

in  March  1987  by  investor  Harold 
Simmons  from  LLC,  which  includ- 
ed a  struggling  chain  of  Arby's  res- 
taurants and  Simmons'  closely  held 
Amalgamated  Sugar.  As  of  last  Sep- 
tember Valhi's  results  also  included 
its  51%  holdings  in  NL  Industries. 
The  acquisition  of  Eastern  Air 
Lines  helped  Texas  Air  post  a 
92.3%  gain  in  revenues.  A  43.3% 
sales  gain  at  competitor  NWA  was  aided  by  its  1986 
acquisition  of  Republic  Airlines. 

Revenues  were  off  47.8%  at  GenCorp.  After  selling  its 
New  York  TV  station,  General  Tire  and  its  bottling  opera- 
tions, it  is  now  focusing  on  aerospace.  CBS,  which  sold  its 
magazine  unit,  shows  a  40.6%  decline  in  sales. 

Gone  from  the  Sales  500  this  year  are  Sterling  Drug, 
acquired  by  Eastman  Kodak,  and  Golden  West  Financial, 
which  saw  its  sales  decline  by  6.3%.  Sneaker  maker  Ree- 
bok, with  sales  up  51.1%,  joins  the  top  500  for  the  first 
time,  as  does  Fleet/Norstar,  the  combination  of  Norstar 
Bancorp  and  Fleet  Financial  Group. 


Losers 

The  laggards  in  sales  growth 

Rank 

1987            1986 

Company 

Sales 
($mil) 

Change 
over 
1986 

% 

437             240 

GenCorp 

1,619 

-47.8 

275             148 

CBS 

2,762 

^06 

478             299 

Penn  Central 

1,421 

^J0.5 

446            310 

Panhandle  Eastern 

1,563 

-30.5 

215             144 

Wickes  Cos 

3,477 

-27.1 
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Change 
over 


Rank 

'87  1986 

Company 

Sales 
($mil) 

1986 

% 

6 

6 

Sears,  Roebuck 

48,440 

9.4 

7 

7 

General  Electric 

39,315 

11.7 

8 

9 

Texaco 

34,372 

8.7 

9 

8 

American  Tel  &  Tel 

33,598 

-1.4 

10 

10 

EI  du  Pont 

30,224 

12.3 

11 

13 

Citicorp 

27,519 

17.1 

12 

14 

Chrysler 

26,277 

16.3 

13 

11 

Chevron 

26,015 

6.8 

14 

12 

Kmart 

25,864 

8.6 

15 

15 

Philip  Morris  Cos 

22,279 

7.7 

16 

16 

Aetna  Life  &  Cas 

22,114 

8.0 

17 

17 

Amoco 

20,174 

10.4 

18 

20 

ITT 

19,525 

15.2 

19 

22 

Procter  &  Gamble 

17,892 

7.9 

20 

21 

American  Express 

17,768 

5.7 

21 

18 

Kroger 

17,660 

3.1 

22 

24 

Travelers 

17,459 

8.8 

23 

26 

United  Technologies 

17,170 

9.6 

24 

27  Occidental  Petroleum 

17,096 

11.4 

25 

19 

Cigna 

16,909 

-0.9 

26 

31 

Atlantic  Richfield 

16,282 

12.4 

27 

38 

Wal-Mart  Stores 

16,065 

33.6 

28 

25 

RJR  Nabisco 

15,766 

-1.3 

29 

28 

GTE 

15,421 

2.0 

30 

23 

Boeing 

15,355 

-6.0 

31 

29 

JC  Penney 

15,332 

4.0 

32 

34 

Xerox 

15,125 

17.1 

33 

30 

Tenneco 

14,790 

1.8 

34 

32 

American  Stores 

14,272 

1.8 

35 

33 

USX 

13,898 

-0.7 

36 

43 

Dow  Chemical 

13,377 

20.4 

37 

40 

Eastman  Kodak 

13,305 

15.2 

38 

35 

McDonnell  Douglas 

13,146 

3.8 

39 

41 

BellSouth 

12,269 

7.2 

40 

42 

Nynex 

12,084 

6.5 

41 

36 

Rockwell  Intl 

11,936 

-3.7 

42 

55 

PepsiCo 

11,485 

23.6 

43 

48 

Lockheed 

11,321 

10.2 

44 

62 

American  Intl  Group 

11,278 

27.1 

45 

46  Federated  Dept  Stores 

11,11-8 

5.8 

46 

39 

Allied-Signal 

11,116 

-5.8 

47 

52 

Chase  Manhattan 

10,745 

13.6 

48 

50 

Phillips  Petroleum 

10,721 

9.6 

49 

44 

Westinghouse 

10,679 

-0.5 

50 

56 

Dayton  Hudson 

10,677 

15.3 

51 

51 

Merrill  Lynch 

10,659 

12.5 

52 

68 

Digital  Equipment 

10,391 

23.5 

53 

47 

May  Dept  Stores 

10,314 

-0.6 

54 

49 

Bell  Atlantic 

10,298 

3.8 

55 

45 

Fedl  Natl  Mortgage 

10,079 

-4.4 

56 

59 

Goodyear 

9,905 

8.8 

57 

64 

Kraft 

9,876 

13.0 

58 

37 

BankAmerica 

9,753 

-19.2 

59 

81 

Unisys 

9,713 

30.7 

60 

69 

Sara  Lee 

9,671 

16.0 

Rank 

1987  1986 


Company 


Change 
over 
Sales      1986 

(Smil)        % 


61 

54 

Ameritech 

9,536 

1.9 

62 

74 

Great  A&P  Tea 

9,532 

21.7 

63 

66 

Minn  Mining  &  Mfg 

9,429 

9.6 

64 

63 

Super  Valu  Stores 

9,406 

7.3 

65 

61 

General  Dynamics 

9,344 

5.1 

66 

101 

ConAgra 

9,272 

45.9 

67 

60 

Pacific  Telesis 

9,131 

1.7 

68 

71 

Loews 

8,957 

8.5 

69 

86 

Weyerhaeuser 

8,824 

22.0 

70 

67 

Winn-Dixie  Stores 

8,824 

2.8 

71 

53 

Sun  Company 

8,691 

-7.3 

72 

78 

Fleming  Cos 

8,608 

12.5 

73 

87 

Georgia-Pacific 

8,603 

19.1 

74 

85 

Hewlett-Packard 

8,542 

17.9 

75 

158 

Texas  Air 

8,475 

92.3 

76 

80 

Unocal 

8,446 

12.9 

77 

70 

US  West 

8,445 

1.6 

78 

58 

Allegis 

8,293 

-9.8 

79 

77 

Anheuser-Busch  Cos 

8,258 

7.6 

80 

82 

Caterpillar 

8,180 

11.7 

81 

102 

CSX 

8,043 

26.8 

82 

88 

Johnson  &  Johnson 

8,012 

14.4 

83 

73 

Southwestern  Bell 

8,003 

1.3 

84 

147 

Alcoa 

7,767 

20.8 

85 

120 

International  Paper 

7,763 

41.1 

86 

76 

Mfrs  Hanover 

7,757 

-0.5 

87 

83 

Raytheon 

7,659 

4.8 

88 

65 

Coca-Cola 

7,658  - 

-11.7 

89 

91 

Monsanto 

7,639 

11.0 

90 

111 

Security  Pacific 

7,618 

27.5 

91 

84 

LTV 

-,582 

4.3 

92 

96 

Coastal  Corp 

7,429 

11.4 

93 

98 

Ashland  Oil 

7,308 

12.2 

94 

89 

Textron 

7,248 

4.3 

95 

108 

AMR 

7,198 

19.6 

96 

75 

Pacific  G&E 

7,186 

-8.1 

97 

106 

Transamerica 

7,175 

18.1 

98 

105 

American  General 

7,157 

16.2 

99 

99 

FW  Woolworth 

7,134 

9.7 

100 

95 

McKesson 

7,112 

6.6 

101 

92 

Southern  Company 

7,010 

2.4 

102 

110 

Lincoln  National 

6,960 

16.0 

103 

100 

Lucky  Stores 

6,925 

7.5 

104 

103 

Union  Carbide 

6,914 

9.0 

105 

94 

JP  Morgan 

6,834 

2.4 

106 

107 

TRW 

6,821 

13.0 

107 

112 

Motorola 

6,707 

13.9 

108 

125 

Honeywell 

6,679 

24.2 

109 

121 

Chemical  New  York 

6,628 

20.8 

110 

90 

Burlington  Northern 

6,621 

-4.6 

111 

129 

Marriott 

6,522 

23.8 

112 

134 

Borden 

6,514 

30.2 

113 

153 

Delta  Air  Lines 

6,351 

40.6 

114 

133 

Emerson  Electric 

6,318 

22.5 

115 

118 

Baxter  Travenol 

6,223 

12.3 

Rank 
1987  1986 


Company 


Change 
over 
Sales      1986 
($mil)       % 


116     113 


124 


Pillsbury      6,198      8.5 


117     126 


Zayre      6,186    15.6 


118     117 


Archer-Daniels      6,181     11.2 


119     116 


Northrop      6,053      7.9 


120     104 


American  Brands      6,029    -3.1 


121       93 


Salomon      6,003-11.6 


122       97 


Union  Pacific      5,943    -9.6 


123     130 


Melville      5,930    12.7 


79 


Enron      5,916-22.1 


125     114 


Ralston  Purina      5,913      3.8 


126     124 


Albertson's      5,869      9.1 


127     109  Continental  Corp      5,801    -3.4 


128      139         Bankers  Trust  NY      5,693     15.6 


129     122       Commonwealth  Ed      5,674      3.6 


130     135        Colgate-Palmolive      5,647    13.3 


131      140 


NCR      5,641     15.5 


132     136       Texas  Instruments      5,595     12.5 


133     141 


General  Mills      5,549    14.6 


134     128  Southern  Calif  Edison      5,493      3.4 


135     123 


FPL  Group      5,469      0.7 


136     115         Santa  Fe  Southern      5,448    -3.2 


137     143 


Bristol-Myers      5,401     11.7 


138     127        Pacific  Enterprises      5,339      0.3 


139     146 


PPG  Industries      5,183    10.6 


140     145 


Martin  Marietta      5,165      8.7 


141     200 


NWA      5,142    43.3 


142     132     Consolidated  Edison      5,094    -2.0 


143     151 


HJ  Heinz      5,088     11.9 


144     131     First  Interstate  Bncp      5,080    -3.0 


145     167 


Merck     .5,061    22.6 


146     138American  Home  Prods      5,028      2.1 


147     156 


Pfizer      4,920      9.9 


148      150        CPC  International      4,903      7.8 


149      176    James  River  Corp  Va      4,894    22.9 


150     162 


Kimberly-Clark      4,885     13.5 


151      178 


Quaker  Oats      4,872    23.3 


152     166 


McDonald's      4,853     17.1 


153     160 


USF81G      4,826    11.3 


154     142        American  Electric      4,788    -1.1 


155     174 


Gulf  &  Western      4,775    19.2 


156     163 


Litton  Industries      4,736    10.4 


157     172 


Amerada  Hess      4,707     17.2 


158     224 


Deere      4,701    42.8 


159     137 


Hospital  Corp      4,676    -5.2 


160     155 


Campbell  Soup      4,642      3.5 


161      161 


Bethlehem  Steel      4,621      6.6 


162     159 


Champion  Intl      4,615      5.2 


163     187 


Ryder  System      4,609    22.3 


164     177 


Wells  Fargo      4,572     15.3 


165     191 


WR  Grace      4,515    21.2 


166     168      Capital  Cities/ABC      4,440      7.7 


167     185 


Walgreen      4,436    16.6 


168     184      Abbott  Laboratories      4,388     15.2 


169      180  Stop  &  Shop  Cos      4,343    12.2 


170     270       Triangle  Industries      4,336    62.5 
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Rank 
1987  1936 

Company 

Change 
over 
Sales      1986 

(Smil)        % 

Rank 

1987  1986 

Company 

Change 
over 
Sales      1986 

(Smil)        % 

Rank 

1987  1986 

Company 

Chai 

ovt 
Sales      198 

(Smil)       % 

171      189 

SmithKline  Beckman 

4,329 

15.6 

226 

217 

Control  Data 

3,367      0.6 

281 

275 

Hercules 

2,693      3 

172      149 

Teledyne 

4,288 

-5.8 

227 

229 

St  Paul  Cos 

3,366      5.8 

282 

348 

PNC  Financial 

2,678    36. 

173      197 

Reynolds  Metals 

4,284 

17.7 

g228 

235 

Reliance  Group 

3,363      6.9 

283 

263 

General  Public  Utils 

2,673    -4. 

174     201 

Bank  of  Boston 

4,269 

20.6 

229 

237 

Dun  &  Bradstreet 

3,359      7.9 

284 

248 

HF  Ahmanson 

2,648  -12. 

175      175 

First  Chicago 

4,245 

6.1 

230 

233 

Bergen  Brunswig 

3,358      6.6 

285 

262 

Ingersoll-Rand 

2,648    -5. 

176      154 

Pub  Svc  Enterprise 

4,211 

-6.4 

231 

306 

Capital  Holding 

3,351     46.2 

286 

■ 

Carter  Hawley  Hale 

2,641  -11. 

177     226 

Mead 

4,209 

30.8 

232 

351 

Coca-Cola  Enterpr 

3,329    70.6 

287 

375 

Bank  of  New  England 

2,629    43. 

178      188 

Time  Inc 

4,193 

11.5 

233 

209 

Grumman 

3,325    -3.4 

288 

283 

First  Union 

2,626      3. 

179      173 

Whirlpool 

4,179 

4.2 

234 

207 

Mellon  Bank 

3,321    -3.9 

289 

272 

Niagara  Mohawk  Pwr 

2,623    -1. 

180      182 

American  Cyanamid 

4,166 

9.2 

235 

■ 

Vons  Cos 

3,276     10.9 

290 

282 

Kerr-McGee 

2,608      2. 

181      194 

Dana 

4,142 

12.1 

236 

223 

United  Brands 

3,268    -1.2 

291 

298 

Genuine  Parts 

2,606      8. 

182     210 

Scott  Paper 

4,122 

19.9 

237 

245 

Dominion  Resources 

3,251       5.8 

292 

296 

Safeco 

2,592      8. 

183      170 

Norfolk  Southern 

4,113 

0.9 

238 

■ 

Consolidated  Rail 

3,247      3.3 

293 

292 

MCA 

2,590      6. 

184      179 

Texas  Utilities 

4,083 

3.8 

239 

195 

Transco  Energy 

3,242-12.2 

294 

331 

Gt  Northern  Nekoosa 

2,589    27. 

185      157 

Fluor 

4,061 

-8.9 

240 

332 

Stone  Container 

3,233    59.1 

295 

313 

Ethyl 

2,579    15. 

186     234 

Trans  World  Airlines 

4,056 

29.0 

241 

208 

Dresser  Industries 

3,204    -7.3 

296 

434 

VF 

2,574    66. 

187      164 

1C  Industries 

4,027 

-A.b 

242 

280 

Interco 

3,200    25.7 

297 

405 

Quantum  Chemical 

2,567    52, 

188     202 

Firestone 

3,997 

13.0 

243 

242 

Philadelphia  Electric 

3,181       2.9 

298 

315 

Circle  K 

2,564    15. 

189     212 

Sysco 

3,991 

16.9 

244 

258 

Gillette 

3,167     12.4 

299 

290 

SunTrust  Banks 

2,561      4.i 

190      186 

Gt  Western  Financial 

3,969 

5.2 

245 

289 

Morgan  Stanley 

3,148    27.8 

300 

■ 

Fleet  Nors tar  Finl 

2,536     15. 

191      218 

National  Intergroup 

3,960 

18.4 

:4., 

249 

FMC 

3,139      4.5 

301 

307 

Upjohn 

2,530     lO, 

192      181 

Wetterau 

3,942 

2.5 

247 

183 

Eaton 

3,138-17.7 

302 

339 

Provident  Life  &  Ace 

2,515    24. 

193      199MCI  Communications 

3,939 

9.7 

248 

291 

Toys  "R"  Us 

3,137    28.3 

303 

243 

Greyhound 

2,501  -19.1 

194      193 

Fireman's  Fund 

3,927 

6.2 

249 

397 

Brunswick 

3,086    79.7 

304 

316 

Home  Group 

2,495     13.1 

195      190 

Boise  Cascade 

3,821 

2.2 

250 

252 

Times  Mirror 

3,080      5.5 

305 

V5H 

TW  Services 

2,492    29.! 

196     219 

Kellogg 

3,793 

13.5 

251 

261 

Gannett 

3,079      9.9 

306 

300 

CalFed 

2,484       Si 

197     254 

Primerica 

3,762 

30.3 

252 

271 

Humana 

3,064     10  1 

307 

337 

American  Petrofina 

2,484    23.( 

198     227 

Chubb 

3,714 

15.8 

253 

269 

Wang  Laboratories 

3,048     14.2 

308 

312 

RR  Donnelley 

2,483     11.: 

199     213 

Duke  Power 

3,706 

9.0 

254 

279 

Combustion  Eng 

3,042     19.2 

309 

251 

First  Bank  System 

2,481  -15.; 

200      165 

Alco  Standard 

3,673 

-11.6 

255 

334 

Apple  Computer 

3,041     49.8 

310 

308 

Engelhard 

2,479      8.; 

201 

Kemper 

3,663 

100 

256 

372 

USAir  Group 

3,001     63.5 

311 

379 

Aon 

2,469    36/, 

202     222 

Tandy 

3,655 

100 

257 

228 

National  Medical 

2,987    -6.7 

312 

305 

NCNB 

2,461       7.: 

203     215 

Navistar  lntl 

3,647 

8.1 

258 

246 

United  Telecom 

2,982    -2.5 

313 

324 

Em  hart 

2,455     17.: 

204      192 

Eli  Lilly 

3,644 

-2.1 

259 

220 

Finl  Corp  of  America 

2,955-11.3 

314 

309 

Lowe's  Cos 

2,442      6.S 

205     203 

Houston  Industrie-. 

3,628 

2.6 

260 

295 

Food  Lion 

2,954    22.7 

315 

294 

PaineWebber 

2,437       l.c 

206     247 

Pan  Am 

3,593 

183 

1  261 

268 

Walt  Disney 

2,951       8.4 

316 

277  Central  &  South  West 

2,436    -4.( 

207     211 

Cooper  Industries 

3,586 

4.4 

262 

273 

Armco 

2,927     10.9 

317 

319 

Hershey  Foods 

2,434     12.2 

208      171 

Texas  Eastern 

3,573 

-12.3 

263 

244 

Contel 

2,905    -5.5 

318 

356 

Geo  A  Hormel 

2,428    26.5 

209     236 

Limited 

3,528 

12.3 

264 

266 

USG 

2,898      6.4 

319 

382 

Paccar 

2,424    35.C 

210     253 

Federal  Express 

3,522 

21  4 

2oS 

196 

Owens-Corning 

2,891  -20  7 

320 

362 

First  RepublicBank 

2,420    27.8 

211 

Henley  Group 

3,516 

10.8 

266 

256 

Detroit  Edison 

2,857    -0.4 

321 

■ 

First  Fidelity  Bncp 

2,414      8.C 

212     259 

Price  Co 

3,487 

24.2 

267 

281 

Johnson  Controls 

2,807     10.7 

322 

433 

ICH 

2,412    56.1 

213     239 

U  irniT-l  jinturt 

3,485 

12  3 

268 

238 

CMS  Energy 

2,801     -9.9 

323 

354  Armstrong  World  lnds 

2,365    23.2 

214      198 

First  Executive 

3,482 

-*.l 

269 

216  Columbia  Gas  System 

2,798  -17.0 

324 

363 

Zenith  Electronics 

2,363    24.9 

215      144 

Witkes  Cos 

3,477 

-27.1 

:-(> 

287 

Turner 

2,790     117 

325 

■ 

Shawmut  National 

2,341     19.2 

20- 

Middle  South  Utils 

3,455 

-09 

271 

276 

Continental  Illinois 

2,788       8.7 

326 

318 

Berkshire  Hathaway 

2,338      7.4 

217     231 

Inland  Steel  Inds 

3,453 

8.8 

272 

267 

Enserch 

2,770       1.7 

327 

274 

Consol  Natural  Gas 

2,322-11.5 

.130 

General  Re 

3,448 

8.6 

273 

304 

Cummins  Engine 

2,767    20.1 

328 

353 

AMP 

2,318     199 

imIuiM  lull 

3,441 

25.5 

274 

255 

Avon  Products 

2,763    -4.2 

329 

328 

Union  Camp 

2,308     12.8 

Suley  C  ontiiu'iital 

3,409 

10.1 

275 

148 

CBS 

2,762  -40.6 

330 

390 

Universal 

2,298    32.1 

First  Boston 

3,405 

4.5 

:-o 

340 

Waste  Management 

2,758    36.7 

331 

293 

Norwest 

2,298    -5.1 

.  r  .   i ►Illlli 

I  404 

19.5 

277 

288 

American  Medical 

2,735      9.7 

332 

322 

Consol  Freightways 

2,297      8.1 

American  Standard 

3,400 

13.4 

278 

285 

Service  Merchandise 

2,719      7.6 

333 

360 

Barnett  Banks 

2,286     19.5 

AMAX 

3,383 

158.8 

279 

297 

Schering-Plough 

2,699     12.5 

334 

402 

Rite  Aid 

2,273    33.5 

Halliburton 

3,373 

-4.4 

:mi 

284 

Giant  Food 

2,697     12.7 

335 

345 

Pitney  Bowes 

2,251     13.3 
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Customizing  commercial  loans. 

At  Irving  Trust,  ifs  everyday  business. 

"Rigid  thinking  and  'off-the-shelf  loans  may  be  customary  at  other  banks,  but 
it's  not  the  way  we  do  business  at  Irving  Trust,"  says  Richard  Henshaw,  Senior 
Vice  President. 

"Our  goal  is  to  be  flexible,  innovative  and  perceptive  in  responding  to  each 
client's  special  needs.  And  because  we  spend  intensive  time  up  front  with  a 
client,  defining  actual  needs,  we  can  structure  the  most  appropriate  terms,  con- 
ditions and  pricing  for  a  given  situation." 

Irving  Trust's  commercial  bankers  provide  financing  for  a  wide  range  of  general 
business,  with  heavy  emphasis  on  financing  for  the  apparel  and  textile  markets 
and  the  broadcasting  and  cable  TV  segments  of  communications.  This  includes 
financing  trade  acquisitions,  buyouts  and  tax  shelter-related  transactions. 

Irving  Trust,  One  Wall  Street,  New  York,  NY  10015.  212/408-4600. 


Member  FDIC 
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Irving  Trust 


The  Forbes  Sales  500 
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Rank 
1987  1986 

Company 

Change 
over 
Sales      1986 

($mil)        % 

Rank 

1987  1986 

Company 

Change 
over 
Sales      1986 

l$mil)        % 

Rank 

1987  1986 

Company 

Change 
over 
Sales      1986 

($mil)       % 

336 

369 

Dillard  Dept  Stores 

2,206 

19.2 

391 

399 

Mack  Trucks 

1,858      8.5 

446 

455 

Ohio  Casualty 

1,575     11.3 

337 

326 

Rohm  &  Haas 

2,203 

6.6 

392 

325 

Morrison-Knudsen 

1,857-10.9 

447 

310 

Panhandle  Eastern 

1,563  -30.5 

338 

350 

Premark  Intl 

2,197 

12.2 

393 

407 

Citizens  &  Southern 

1,854    11.5 

448 

■ 

Costco  Wholesale 

1,548    83.7 

339 

349 

Amfac 

2,195 

11.9 

394 

404 

Fred  Meyer 

1,848      9.5 

449 

■ 

PHH  Group 

1,545    64.4 

340 

330 

Air  Prods  &  Chems 

2,187 

7.2 

395 

■ 

Maxicare  Health 

1,839  101.1 

450 

■ 

Midi  an  tic 

1,543    56.3 

341 

278 

BF  Goodrich 

2,168- 

-15.1 

396 

302 

Bear  Steams  Cos 

1,837      7.3 

451 

442 

Super  Food  Services 

1,533      4.9 

342 

342 

US  Shoe 

2,168 

8.2 

397 

463 

Alco  Health  Services 

1,831    30.2 

452 

499 

Holly  Farms 

1,524    20.7 

343 

357 

Morton  Thiokol 

2,166 

12.9 

398 

449 

American  President 

1,825    26.7 

453 

490 

Harcourt  Brace 

1,518    16.8 

344 

352 

Irving  Bank 

2,166 

11.9 

399 

373 

Baltimore  G&.E 

1,809    -1.4 

454 

■ 

Kaufman  &  Broad 

1,518    33.4 

345 

327 

PacifiCorp 

2,163 

4.6 

400 

441  Intl  Minerals  &  Chem 

1,802    23.2 

455 

467 

Koppers 

1,516      8.5 

346 

335 

Tribune 

2,160 

6.4 

401 

411 

Tyson  Foods 

1,796      9.7 

456 

■ 

Freeport-McMoRan 

1,514    76.8 

347 

384 

Squibb 

2,157 

20.8 

402 

392 

First  Wachovia 

1,796      3.8 

457 

■ 

Hills  Dept  Stores 

1,514    12.7 

348 

336 

Mercantile  Stores 

2,156 

6.3 

403 

431 

Sherwin-Williams 

1,793     15.4 

458 

■ 

Amdahl 

1,505    55.8 

349 

380 

Marsh  81  McLennan 

2,147 

19.0 

404 

395 

Meritor  Financial 

1,787      3.7 

459 

476 

Dean  Foods 

1,496      9.9 

350 

388 

Bank  of  New  York 

2,141 

22.3 

405 

385 

Pennzoil 

1,786      0.2 

460 

465 

Square  D 

1,484      5.8 

351 

387 

GlenFed 

2,123 

19.7 

406 

367 

Williams  Cos 

1,780    -4.2 

461 

475 

Centel 

1,476      7.7 

352 

■ 

Ames  Dept  Stores 

2,112 

11.8 

407 

389 

Ohio  Edison 

1,780      2.2 

462 

4S7 

Murphy  Oil 

1,474    12.2 

353 

323 

UNUM  Corp 

2,094 

-1.1 

408 

321 

MCorp 

1,774-16.7 

463 

■ 

Masco  Industries 

1,470  106.4 

354 

338 

Beverly  Enterprises 

2,094 

3.7 

409 

412 

Longs  Drug  Stores 

1,772      8.4 

464 

451 

So  N  England  Telcom 

1,470      2.6 

355 

317 

Pennsylvania  P&L 

2,089 

^»6 

410 

386 

No  States  Power 

1,770    -0.6 

465 

484 

National  City 

1,468     10.7 

356 

344 

Harris  Corp 

2,084 

4.8 

411 

435 

Payless  Cashways 

1,768     15.9 

466 

491 

Automatic  Data 

1,467     13.0 

357 

368 

Corning  Glass  Works 

2,084 

12.3 

412 

416 

Polaroid 

1,764      8.3 

467 

■ 

Avery  International 

1,466    29.6 

358 

329 

Carolina  Power  &  Lt 

2,082 

2.0 

413 

473 

Stanley  Works 

1,763    28.6 

468 

■ 

Cabot 

1,464    16.7 

359 

333 

Northeast  Utilities 

2,081 

2.4 

414 

346 

West  Point-Pepperell 

1,762  -11.1 

469 

■ 

Home  Depot 

1,454    43.7 

360 

361 

knighi-Ridder 

2,073 

8.5 

415 

470 

Browning-Ferris  Inds 

1,761     27.0 

470 

417 

Nipsco  Industries 

1,452-10.7 

361 

347 

Long  Island  Lighting 

4.8 

416 

398 

Yellow  Freight  Sys 

1,760      2.7 

471 

468 

CoreStates  Financial 

1,449      4.2 

362 

406 

Nad  Semiconductor 

2,068 

23.2 

417 

432 

Fort  Howard 

1,758     13.5 

472 

453 

New  England  Electric 

1,448       1.1 

363 

320 

Best  Products 

2,067 

-3.5 

418 

425 

McGraw-Hill 

1,751     11.1 

473 

■ 

Amoskeag 

1,436    28.4 

364 

355 

Manville 

2,063 

7.4 

419 

391 

Castle  &  Cook 

1,749       0.6 

474 

378 

Nicor 

1,436  -20.6 

365 

■ 

Southmark 

2,059 

40.7 

420 

341 

Subaru  of  America 

1,746-13.5 

475 

439 

Gulf  States  Utilities 

1,433    -3.1 

366 

444 

Masco 

2,023 

39  3 

421 

■ 

Diamond  Shamrock 

1,741       6.3 

476 

■ 

Willamette  Inds 

1,432     19.3 

367 

438 

Sovran  Financial 

2,019 

35.1 

422 

418 

Crown  Cork  &  Seal 

1,718      6.1 

477 

479 

Witco 

1,428      5.4 

368 

381 

Bl.uk  £v  Decker 

2,018 

12.2 

423 

■ 

Illinois  Tool  Works 

1,698    76.7 

478 

■ 

Goldome 

1,425    -1.7 

369 

374 

1'jrker-lUnnifin 

2,014 

100 

424 

428 

New  York  Times 

1,690      8.0 

479 

299 

Penn  Central 

1,421  -40.5 

370 

■ 

Baker  Hughes 

2,007 

-3.8 

425 

445 

Trinova 

1,682     16.2 

480 

■ 

Gt  Am  First  Savings 

1,419     12.8 

371 

446 

Monarch  Capital 

1,992 

37.9 

426 

462 

Brown  Group 

1,678     19.3 

481 

403 

Sonat 

1,418-16.2 

372 

314 

KaiserTech 

1,987 

-10.6 

427 

422 

Bally  Manufacturing 

1,676      5.2 

482 

■  Tele-Communications 

1,416  127.5 

373 

401 

Allegheny  Power 

1,981 

16.3 

428 

440 

Avnet 

1,671     13.2 

483 

■ 

Chicago  Pacific 

1,412    47.9 

374 

420 

NBD  Bancorp 

1,968 

21.9 

429 

472 

Student  Loan 

1,668    21.2 

484 

■ 

Hanover  Insurance 

1,411     21.4 

375 

371 

VSeslvaco 

1,964 

7.0 

430 

461 

Republic  New  York 

1,665     18.3 

485 

■ 

Fieldcrest  Cannon 

1,400    29.2 

r,. 

370 

Banc  One 

1,960 

6  1 

431 

410 

Holiday 

1,663      0.9 

486 

■ 

Reebok  International 

1,389    51.1 

377 

365 

1  Imidj  PlOgWtl 

1,958 

4.4 

432 

437 

Springs  Industries 

1,661     10.4 

487 

480 

Tektronix 

1,389      2.7 

378 

377 

1  nion  Electric 

1,946 

7.7 

433 

408 

Public  Service  Colo 

1,657      0.0 

488 

■ 

Valhi 

1,383  185.3 

379 

nteritir  Energy 

1,946 

1.5 

434 

419 

Colt  Industries 

1,642       1.6 

489 

■ 

•leetwood  Enterprises 

1,381     11.5 

380 

Temple-Inland 

1,938 

199 

435 

427 

Mapco 

1,637      4.2 

490 

■ 

Outboard  Marine 

1,380    38.0 

381 

• 

.,.'  • 

1,930 

130 

436 

469 

Becton  Dickinson 

1,636     17.7 

491 

489 

Perkin-Elmer 

1,378      5.7 

382 

496 

Pinnacle  West 

1,928 

51  3 

437 

409 

|P  Stevens 

1,635    -1.3 

492 

478 

Centex 

1,375       1.3 

383 

436 

Louisiana-Pacific 

1,922 

27.6 

438 

240 

GenCorp 

1,619  —47.8 

493 

450 

Sundstrand 

1,365    -^.8 

384 

Nordstrom 

1,920 

17.8 

439 

471 

Intl  Multifoods 

1,617     16.6 

494 

458 

Wisconsin  Energy 

1,365    -3.3 

(inch 

1  919 

220 

440 

■ 

Phelps  Dodge 

1,612    90.5 

495 

464 

Cincinnati  G&E 

1,357    -3  3 

386 

Maytag 

1,909 

10.7 

441 

423 

General  Signal 

1,603       1.2 

496 

■ 

General  Cinema 

1,356    35.7 

387 

Iwaj  v   wees 

1,909 

111 

442 

■ 

MNC  Financial 

1,598     16.3 

497 

■ 

Asarco 

1,355    28.3 

388 

! 

1,907 

50.8 

443 

429 

1  orchnurk 

1,590      2.3 

498 

49" 

Tesoro  Petroleum 

1,353      6.5 

389 

1,904 

16.5 

444 

448 

Diner 

1,586     10.1 

499 

486 

Adolph  Coors 

1,351       2.7 

390 

■     1  imilv 

!  876 

J3  9 

445 

4S4 

Geico 

1,580     10.5 

500 

460 

Wilson  Foods 

1,345    -4.4 

■  Not  on  i00 

140 
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If  Networking  Is  About 

Working  Together,  why  Do  Yxi  Feel 

LikeYxfre  Doing  It  Alone? 


You're  the  one  responsible  for 
letworking  the  office. 

If  you've  never  done  it  before, 
fou  may  feel  you're  on  the  spot, 
f  you  have,  you  know  you  are. 

Which  is  why  a  lot  of  people 
n  your  position  waste  no  time  in 
jetting  the  Businessland®  Gold 
3lan. 

The  Gold  Plan  gives  you 
in  entire  networking  support 
wganization.  An  account 


manager,  systems  engineers, 
field  service  technicians, 
trainers,  and  technical  support 
professionals.  Valuable  people  to 
have  around. 

The  plan  includes  a  thorough 
pre-installation  consultation,  a 
detailed  network  plan,  hardware 
and  software  installation,  training 
for  your  network  administrator, 
as  well  as  on-going  programs  to 
serve  and  support  you. 


There's  a  toll-free  solution 
line  so  you're  never  out  of  touch. 
And  remote  diagnostics  services 
that  let  us  access,  and  in  many 
cases,  repair  your  network  over 
the  phone. 

If  you're  feeling  lonely,  give  us 
a  call  at  1-800-328-8383  for  the 
Businessland  Center  nearest  you. 

BUSIKSSuuo 

A  Different  Kind  of  Computer  Company 


Businessland  and  the  Businessland  logo  are  registered  trademarks  of  Businessland  Inc. 


tine  ways  an  insurance  company  ke 
an  accident  from  becoming  a  disaster. 


■^;S 


k 


.  'i?''S^H 


k«> 


ZQW 


T 


A  true  story. 

On  June  26, 1986,  a  company 
that  provides  gold  and  silver  paint  to 
chinaware  manufacturers  had  a  dev- 
astating fire.  Extensive  damage  was 
done  to  its  building,  equipment  and 
materials.  Sure,  the  company  was 
insured.  But  its  insurance  company 
did  more  than  honor  the  policy. 

IThey  helped  the  business 
•  re-open  quickly.  Once  on  the 
scene,  the  claims  adjuster  assessed 
the  damage  and  helped  the  owners 
figure  out  how  to  resume  business 
as  soon  as  possible. 

2    They  paid  to  erect  a  tempo- 
•  rary  building.  Using  provisions 
in  the  policy  to  pay  for  a  pre-fab 
structure,  the  company  was  able  to 
return  to  business  almost  as  usual 
within  two  weeks. 

3    They  mailed  a  check  right 
•  away.  In  fact,  the  paint  com- 
pany received  its  first  check  for 
$100,000  less  than  five  weeks  after 
the  fire. 

4    They  helped  dig  for  gold.  The 
•  insurance  company  found  that 
a  lot  of  gold  used  in  the  paint  was 
scattered  under  the  debris.  They 
promptly  authorized  a  reclamation 
firm  to  recover  and  clean  over  150 
ounces  of  gold  at  a  cost  far  below 
the  price  of  the  precious  metal. 

5    They  found  a  way  to  dispose 
•  of  toxic  wastes.  The  paint 
company  might  have  had  a  hard 
time  finding  a  reliable  company  for 
such  specialized  work,  but  the  insur- 
ance company  found  a  qualified  com- 
pany to  dispose  of  toxic  material. 


6    They  gave  it  a  personal  touch. 
•  Under  the  company's  policy, 
the  employees  were  surprised  to 
learn  that  they  would  be  reimbursed 
for  their  personal  belongings  lost  in 
the  fire. 

77   They  paid  to  inventory  the 
•  damage.  Most  people  don't 
realize  that  taking  inventory  of 
an  accident's  damages  is  another 
expense.  But  this  too  was  covered 
under  the  policy. 

8    They  took  out  the  garbage. 
•  Under  the  company's  policy, 
debris  removal  was  covered  down 
to  the  last  cinder. 

9  They  paid  the  claims  on  time. 
•  A  check  arrived  in  September 
and  a  final  check  arrived  in  Decem- 
ber, only  five  months  after  the  fire. 

In  the  end,  the  insurance 
company  did  one  more  thing.  They 
wrote  another  policy.  According 
to  the  company's  owner,  that 
second  policy  was  his  best  "vote  of 
confidence"  in  his  insurance 
company. 

Your  insurance  company  does 
more  than  just  sell  you  a  policy. 

For  information  about  how  we 
keep  accidents  from  turning 
into  disasters,  write  for  our  free 
booklet.  Or  call  1-800-222-1144,  and 
ask  for  extension  F-2. 


i 1 

For  a  free  copy  of  Insurance  is  more  than  a  policy, 
send  to:  Insurance  Information  Institute, 
Dept.  RR,  U0  William  Street,  NY,  NY  10038. 


Name 


Address 


City 


State 


Zip 


No  salesperson  will  call. 


F-2 


Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 


The  Forbes  Profits  500 


Last  year  was  a  record  one  for 
the  Profits  500  list.  The  combined 
earnings  of  these  corporations 
exceeded  $155  billion. 


THE  AGGREGATE  net 
income  of  the  500 
largest  firms  in 
America  rose 

10.6%,  to  almost 
$156  billion.  Gains  that 
healthy  usually  appear  in  the 
early  years  of  an  economic 
recovery,  not  in  an  economic 
expansion  that  is  more  than 
five  years  old.  Have  earnings 
reached  a  cyclical  peak?  Wall 
Street's  security  analysts, 
though  shaken  by  the  market 
crash  last  October,  evidently 
don't  think  so.  The  experts 
expect  further,  modest  earnings  growth  in  1988  (see  the 
Forbes  500s  on  Wall  Street,  page  256). 

Profits  of  nearly  $5.3  billion  were  good  enough  to  move 
IBM  into  first  place  in  1987.  IBM's  earnings  rose  9.8%  over 
last  year's  depressed  level  but  are  still  19%  below  their 
1984  peak.  AT&T  shot  up  from  1 15  last  year  to  6  on  the 
current  list.  The  company  drastically  cut  its  losses  from 


Rank 
1987       1986 

Company 

Net 
profits 
(Smil) 

Change 
over 
1986 

% 

Cash 
flow 
(Smil) 

Cash 
flow 
rank 
1987 

1 

2 

IBM 

5,258.0 

9.8 

9,648 

2 

2 

1 

Exxon 

4,840.0 

-9.7 

9,079 

3 

3 

3 

Ford  Motor 

4,6252 

40.8 

7,793 

4 

4 

4 

General  Motors 

3,550.9 

20.6 

9,663 

1 

5 

5 

General  Electric 

2,119.0 

-15.0 

3,663 

9 

6 

115 

American  Tel  &  Tel 

2,044.0 

551.0 

5,768 

5 

7 

8 

Philip  Morris  Cos 

1,842.0 

24.6 

2,546 

20 

8 

7 

EI  du  Pont 

1,786.0 

16.1 

4,011 

7 

9 

6 

BellSouth 

1,664.8 

4.8 

4,163 

6 

10 

11 

Sears,  Roebuck 

1,498.9 

10.9 

2,046 

24 

Winners 

The  leaders  in  profit  rebounds 

Rank 

198: 

I'»8b 

fompanv 

Net 
profits 
(Smil) 

Change 
over 
1986 

% 

183 

■ 

Texas  Eastern 

96.1 

7,482.6 

m 

■ 

■  .olden  Nugget 

137.5 

3,923.1 

■ 

'tods  &  Cherns 

1795 

3,050.0 

■ 

Aliens 

335.1 

2,788.9 

497 

Kaisas  Gas  81  Elec 

97.4 

2,374.3 

in  198 

computer  operations  and  re- 
alized improved  revenues  on 
its  long-distance  operations. 
Strong  domestic  demand, 
new  products,  a  weak  dollar 
and  cost-cutting  measures 
also  helped  IBM's  major 
competitors.  Honeywell, 
Wang  Labs,  Texas  Instru- 
ments and  Unisys  went  from 
deficits  in  1986  to  millions 
in  profits.  Compaq  Comput- 
er and  Computer  Associates 
International  joined  the 
Forbes  Profits  500  list  for  the 
first  time.  B.F.  Goodrich  re- 
turned after  a  two-year  absence.  The  company  sold  off  its 
tire  business  and  is  now  focusing  on  chemicals. 

Notably  absent  from  the  profits  list  are  such  money 
center  banks  as  Manufacturers  Hanover,  Citicorp,  Bank- 
America,  Chase  Manhattan,  Chemical  New  York  and 
Mellon  Bank.  Fifteen  major  banks  alone  racked  up  1987 
losses  exceeding  $9.9  billion. 


Losers 

The  laggards  in  profit  growth 

Rank 
1987            1986 

Net 
profits 
Company                                          (Smil) 

Change 
over 
1986 

% 

431                26 

IP  Morgan                                           83.3 

90  5 

300                64 

Salomon                                             142.0 

-72.5 

176               38 

Union  Carbide                                  232.0 

-66.8 

246               62 

Norfolk  Southern                             172.4 

-66.8 

397              148 

American  Natl  Ins                               92.1 

-62.9 
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Rank 
1987       1986 

Company 

Net 
profits 

(Smill 

Change 
over 
1986 

% 

Cash 
flow 

($mil) 

Cash 
flow 
rank 
1987 

Rank 
1987        1986 

Company 

Net 
profits 

ISmil) 

Change 
over 
1986 

% 

Cash 
flow 

($mil) 

Cash 
flow 
rank 
1987 

11 

34 

Amoco 

1,360.0 

82.1 

3,655 

10 

66 

52 

Philadelphia  Electric 

542.4 

96.1 

880 

71 

12 

10 

Chrysler 

1,289.7 

-8.1 

2,165 

22 

67 

12 

American  Express 

533.3 

-57.3 

533 

131 

13 

19 

RJR  Nabisco 

1,289.0 

21.1 

1,941 

25 

68 

102 

American  Brands 

522.7 

43.1 

664 

105 

14 

28 

Digital  Equipment 

1,284.3 

49.1 

1,750 

27 

69 

97 

Pub  Svc  Enterprise 

520.5 

37.5 

1,019 

54 

15 

13 

Nynex 

1,276.5 

5.0 

3,307 

14 

70 

■ 

LTV 

502.6 

D-P 

753 

93 

16 

9 

Mobil 

1,258.0 

-10.6 

3,804 

8 

71 

65 

American  Electric 

502.5 

-0.9 

958 

60 

17 

35 

Dow  Chemical 

1,245.0 

68.0 

2,059 

23 

72 

71 

Duke  Power 

500.2 

6.9 

1,115 

43 

18 

15 

Bell  Atlantic 

1,240.4 

6.3 

3,357 

13 

73 

117 

General  Re 

489.6 

60.4 

490 

140 

19 

47 

Atlantic  Richfield 

1,224.0 

99.0 

2,961 

16 

74 

82 

Emerson  Electric 

482.8 

16.4 

704 

101 

20 

16 

Ameritech 

1,188.1 

4.4 

2,981 

15 

75 

33 

Procter  &  Gamble 

481.0 

-36.5 

1,139 

40 

21 

99 

Eastman  Kodak 

1,178.0 

215.0 

2,173 

21 

76 

43 

Boeing 

480.0 

-27.8 

966 

56 

22 

14 

GTE 

1,118.8 

-5.5 

3,592 

11 

77 

279 

GenCorp 

475.0 

265.4 

533 

132 

23 

21 

Commonwealth  Ed 

1,085.8 

3.4 

1,829 

26 

78 

125 

Georgia-Pacific 

458.0 

54.7 

845 

76 

24 

57 

ITT 

1,084.9 

101.1 

1,569 

28 

79 

120 

Walt  Disney 

455.3 

50.6 

809 

84 

25 

22 

Southwestern  Bell 

1,047.1 

2.4 

2,697 

17 

80 

92 

CBS 

452.8 

16.3 

516 

133 

26 

37 

Chevron 

1,007.0 

40.8 

3,521 

12 

81 

133 

Weyerhaeuser 

446.6 

61.4 

817 

82 

27 

24 

US  West 

1,005.5 

8.8 

2,647 

19 

82 

89 

Raytheon 

445.1 

13.2 

682 

104 

28 

18 

Pacific  Telesis 

950.0 

-12.0 

2,658 

18 

83 

91 

Kraft 

444.2 

13.9 

592 

116 

29 

29 

American  Intl  Group 

932.0 

17.1 

932 

63 

84 

95 

May  Dept  Stores 

444.0 

16.5 

714 

98 

30 

30 

Minn  Mining  &  Mfg 

918.0 

17.8 

1,482 

30 

85 

■ 

General  Dynamics 

437.3 

D-P 

758 

92 

31 

23 

Coca-Cola 

916.1 

-2.0 

1,070 

48 

86 

78 

Monsanto 

436.0 

0.7 

1,115 

44 

32 

40 

Merck 

906.4 

34.1 

1,116 

42 

87 

80 

Houston  industries 

435.0 

2.4 

731 

94 

33 

110 

Johnson  &  Johnson 

883.0 

168.0 

1,239 

37 

88 

81 

CSX 

432.0 

3.3 

976 

55 

34 

27 

Aetna  Life  &  Cas 

871.1 

0.7 

959 

58 

89 

96 

Dominion  Resources 

430.5 

13.3 

865 

73 

35 

31 

American  Home  Prods 

845.1 

8.5 

958 

59 

90 

75 

Middle  South  Utils 

429.5 

-4.8 

814 

83 

36 

170 

Hercules 

820.7 

262.0 

955 

61 

91 

142 

Transamerica 

427.2 

59.7 

559 

126 

37 

289 

Goodyear 

770.9 

521.2 

1,121 

41 

92 

86 

Lockheed 

421.0 

3.2 

774 

89 

38 

41 

Westinghouse 

738.9 

10.2 

1,057 

49 

93 

109 

NCR 

419.3 

24.6 

714 

99 

39 

32 

Southern  Calif  Edison 

720.6 

-6.3 

1,409 

32 

94 

83 

Ohio  Edison 

412.9 

0.5 

612 

113 

40 

39 

Cigna 

719.1 

4.0 

719 

97 

95 

118 

International  Paper 

407.0 

33.4 

805 

85 

41 

50 

Bristol-Myers 

709.6 

20.4 

826 

81 

96 

101 

FPL  Group 

402.9 

10.3 

901 

67 

42 

60 

Hewlett-Packard 

707.0 

35.2 

1,053 

50 

97 

112 

Kellogg 

395.9 

24.1 

509 

136 

43 

55 

Loews 

696.2 

27.6 

766 

91 

98 

107 

Dun  &  Bradstreet 

393.0 

15.6 

574 

119 

44 

49 

K  mart 

692.2 

15.6 

1,093 

46 

99 

70 

Merrill  Lynch 

390.6 

-16.8 

641 

109 

45 

44 

Pfizer 

690.2 

4.6 

852 

74 

100 

90 

Centerior  Energy 

390.4 

-0.4 

584 

117 

46 

46 

Texas  Utilities 

680.0 

8.5 

941 

62 

101 

196 

Champion  Intl 

382.0 

90.2 

634 

112 

47 

45 

Rockwell  Intl 

678.6 

6.9 

1,278 

34 

102 

111 

H|  Heinz 

378.5 

15.9 

488 

141 

48 

53 

Eli  Lilly 

643.7 

15.3 

828 

80 

103 

173 

Teledyne 

377.2 

70.1 

475 

146 

49 

56 

Abbott  Laboratories 

632.6 

17.0 

876 

72 

104 

114 

PPG  Industries 

377.1 

19.2 

660 

107 

50 

76 

Wal-Mart  Stores 

627.6 

39.4 

791 

88 

105 

214 

Fedl  Natl  Mortgage 

376.0 

105.5 

376 

192 

51 

63 

Anheuser-Busch  Cos 

614.7 

18.7 

930 

63 

106 

■ 

Santa  Fe  Southern 

373.5 

D-P 

914 

65 

52 

59 

JC  Penney 

608.0 

14.7 

849 

75 

107 

104 

Central  Si  South  West 

372.0 

4.7 

636 

111 

53 

17 

Pacific  G&E 

597.2 

-44.8 

1,472 

31 

108 

■ 

Burlington  Northern 

369.3 

D-P 

903 

66 

54 

48 

Allied-Signal 

597.0 

-1.3 

962 

57 

109 

166 

Fireman's  Fund 

362.3 

58.6 

385 

187 

55 

74 

PepsiCo 

594.8 

29.9 

1,158 

39 

110 

58 

Ralston  Purina 

359.9 

-32.6 

603 

114 

56 

428 

United  Technologies 

591.7 

713.6 

1,103 

45 

111 

73 

Squibb 

358.4 

-22.8 

404 

176 

57 

■ 

Union  Pacific 

583.0 

D-P 

1,036 

52 

112 

175 

CPC  International 

354.8 

61.9 

569 

120 

58 

■ 

Unisys 

578.0 

D-P 

1,196 

38 

113 

145 

Gulf  &  Western 

349.9 

32.6 

923 

64 

58 

72 

Xerox 

578.0 

24.4 

1,384 

33 

114 

94 

Sun  Company 

348.0 

-9.6 

1,034 

53 

60 

61 

SmithKline  Beckman 

570.1 

9.4 

770 

90 

115 

103 

Carolina  Power  &  Lt 

3434 

-A.0 

711 

100 

61 

42 

American  General 

563.0 

-15.9 

563 

122 

116 

413 

Newmont  Mining 

339.7 

350.4 

410 

169 

62 

69 

Detroit  Edison 

555.0 

16.3 

792 

87 

117 

■ 

Allegis 

335.12,788.9 

884 

70 

63 

25 

Southern  Company 

554.4 

-37.2 

1,277 

35 

118 

105 

Union  Electric 

333.9 

-2.9 

559 

127 

64 

54 

Consolidated  Edison 

550.1 

0.7 

842 

77 

119 

158 

Archer-Daniels 

331.3 

40.4 

498 

138 

65 

68 

McDonald's 

549.1 

14.5 

8H7 

68 

120 

67 

Baxter  Travenol 

331.0 

-34.1 

645 

108 

Not 

on  500  list  in1986.     D-P:  Deficit  to  profit. 
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Rank 
J  987        1986 

Company 

Net 
profits 
($mil) 

Change 
over 
1986 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1987 

Rank 

1987        1986 

Company 

Net 
profits 
($mii) 

Change 
over 
1986 

% 

Cash 
flow 

,SmiP 

Casl 
flow 
rani 
198' 

121 

141 

Chubb 

330.1 

23.2 

349 

213 

176 

38 

Union  Carbide 

232.0 

-66.8 

695 

102 

122 

100 

Waste  Management 

327.1 

-11.8 

559 

125 

177 

164 

Safeco 

231.4 

1.2 

231 

293 

123 

140 

Kimberly-Clark 

325.2 

20.7 

511 

135 

178 

194 

Morgan  Stanley 

230.9 

14.8 

251 

269 

124 

134 

Gannett 

319.4 

15.6 

480 

143 

179 

193 

Martin  Marietta 

230.7 

14.0 

404 

175 

125 

409 

Caterpillar 

319.0 

319.7 

722 

96 

180 

■ 

Gillette 

229.9  1,355.1 

355 

208 

126 

238 

St  Paul  Cos 

318.8 

99.8 

342 

220 

181 

■ 

Amerada  Hess 

229.9 

D-P 

661 

106 

127 

143 

Schering-Plough 

316.4 

19.0 

406 

174 

182 

122 

Northeast  Utilities 

229.1 

25.9 

424 

168 

128 

132 

McDonnell  Douglas 

313.0 

12.8 

833 

78 

183 

106 

Dayton  Hudson 

228.4 

-33.3 

461 

151 

129 

121 

Federated  Dept  Stores 

313.0 

3.7 

594 

116 

184 

144 

Alcoa 

224.0 

-15.2 

831 

79 

130 

202 

Motorola 

308.0 

58.8 

802 

86 

185 

206 

Marriott 

223.0 

16.3 

390 

184 

131 

146 

Upjohn 

305.0 

20.7 

401 

178 

186 

195 

Kemper 

221.7 

10.2 

222 

303 

132 

66 

Travelers 

302.9 

^10.0 

431 

164 

187 

149 

Household  International 

221.5 

-10.6 

276 

253 

133 

124 

Pennsylvania  P&L 

302.5 

0.8 

560 

124 

188 

■ 

Owens-Corning 

220.5  1,309.6 

342 

221 

134 

154 

Marsh  &  McLennan  Cos 

302.1 

24.2 

372 

196 

189 

190 

Masco 

218.8 

7.6 

282 

246 

135 

137 

Baltimore  G&E 

300  1 

9.3 

479 

144 

190 

■ 

Mead 

218.2 

402.8 

386 

186 

136 

209 

Warner  Comm 

298.3 

606 

441 

158 

191 

240 

RR  Donnelley 

218.2 

37.9 

358 

204 

137 

116 

Warner-Lambert 

295.8 

-4.4 

375 

194 

192 

257 

Sovran  Financial 

217.4 

47.0 

283 

245 

138 

155 

Sara  Lee 

294.9 

22.3 

474 

148 

193 

123 

Gt  Western  Financial 

210.1 

-30.2 

251 

271 

139 

179 

Tandy 

289.8 

33.9 

356 

207 

194 

183 

Pillsbury 

209.4 

0.1 

442 

157 

140 

128 

Illinois  Power 

2896 

-1.1 

466 

149 

195 

159 

Quaker  Oats 

209.2 

-10.9 

333 

225 

141 

151 

Textron 

288.9 

17.5 

492 

140 

196 

198 

Banc  One 

208.9 

4.5 

252 

268 

142 

156 

Melville 

285.4 

19.7 

361 

202 

197 

■ 

Asarco 

208.4  2,179.6 

268 

260 

143 

126 

First  Union 

283.1 

^t.3 

378 

191 

198 

186 

Potomac  Electric 

208.2 

1.1 

324 

228 

144 

152 

SunTrust  Banks 

282.8 

15.4 

380 

190 

199 

280 

Union  Camp 

207.5 

59.7 

385 

188 

145 

244 

Apple  Computer 

280  4 

80.3 

353 

211 

200 

189 

Allegheny  Power 

207.0 

1.6 

366 

200 

146 

215 

Capital  Cities/ ABC 

279  1 

53  4 

437 

159 

201 

■ 

USX 

206.0 

D-P 

1,538 

29' 

147 

192 

American  Cyanamid 

275.6 

36  1 

476 

145 

202 

184 

No  States  Power 

204.9 

-1.0 

449 

154 

148 

113 

Long  Island  Lighting 

269.9 

-14.8 

355 

209 

203 

157 

PNC  Financial 

204.8 

-13.7 

205 

321 

149 

160 

Pinnacle  West 

268.4 

14.6 

462 

150 

204 

171 

USG 

204.3 

-9.4 

300 

2  38 

150 

172 

Borden 

267  1 

196 

426 

. 

205 

251 

Toys  "R"  Us 

203.9 

34.0 

248 

277 

151 

■ 

Consolidated  Rail 

267. 

-15  5 

514 

134 

206 

212 

Dow  (ones 

203.0 

10.7 

293 

240 

152 

85 

Times  Mirror 

2665 

-34 .7 

432 

162 

207 

272 

Eaton 

201.2 

46.2 

315 

230 

153 

147 

Pacifi(  orp 

266.3 

6.1 

534 

130 

208 

187 

Torchmark 

200.9 

-2.4 

216 

311 

154 

136 

USF&G 

265.3 

-3.5 

282 

248 

209 

330 

Reynolds  Metals 

200.7 

97.0 

371 

197 

155 

- 

Campbell  Soup 

26^  2 

16.4 

410 

170 

210 

378 

Gt  Northern  Nekoosa 

2006 

135.2 

343 

218 

156 

188 

General  Public  Utils 

259  1 

262 

550 

128 

211 

119 

HF  Ahmanson 

200.2 

-34.1 

273 

254 

157 

■ 

Texas  Instruments 

2569 

543.9 

637 

110 

212 

232 

Pitney  Bowes 

199.4 

18.8 

342 

219 

158 

■ 

limn  \  well 

253.7 

t>-P 

574 

118 

213 

174 

Primerica 

198.6 

-9.7 

254 

267 

159 

■ 

IC    Industries 

251.7 

D-P 

366 

199 

214 

131 

AMR 

198.4 

-28.9 

684 

103 

160 

412 

(Ji.. .ilium  Chemical 

.'   ;  ■■ 

232  8 

407 

172 

215 

259 

lames  River  Corp  Va 

195.8 

33.1 

404 

177 

161 

382 

Pacific  Enterprises 

251  2 

2004 

484 

142 

216 

236 

Barnett  Banks 

195.6 

20.8 

257 

264 

162 

180 

FW  Woolworth 

251.0 

17.3 

398 

179 

217 

271 

Rohm  &  Haas 

195.5 

41.7 

315 

231 

V,3 

98 

Time  Inc 

250.0 

-33  6 

455 

153 

218 

344 

I  S Air  Group 

194.6 

97.9 

325 

227 

164 

178 

General  Mills 

249.8 

14.8 

394 

181 

219 

220 

Ethyl 

193.3 

8.8 

289 

242 

K.S 

234 

AMP 

249.7 

390 

183 

220 

■ 

Humana 

192.7 

399.7 

375 

195 

166 

■ 

Freeport-McMoRan 

2488 

868  1 

460 

152 

221 

250 

FMC 

191.2 

25.4 

392 

is  2 

167 

181 

lanm-rs  Crimp 

2467 

15.6 

279 

251 

222 

235 

Coming  Glass  Works 

189.1 

16.6 

335 

224 

168 

177 

I  KM 

243.4 

11.8 

550 

129 

223 

216 

Florida  Progress 

187.8 

3.6 

363 

201 

169 

Gulf  States  Utilities 

241.1 

-1.6 

429 

165 

224 

237 

Ryder  System 

187.1 

16.3 

729 

95 

170 

■ 

Himoni 

.;    ; 

63.3 

280 

249 

225 

219 

CMS  Energy 

186.9 

5.1 

425 

167 

'■ 

Lincoln  National 

-167 

271 

226 

336 

Washington  Post 

186.7 

86.4 

242 

281 

1  miiii'd 

235.2 

3.3 

340 

223 

227 

223 

Consol  Natural  Gas 

186.0 

6.5 

395 

180 

Berkshire  Hathaway 

234.6 

-16.9 

261 

263 

228 

■ 

Meet  ■  Norstar  Finl 

185.1 

-23.4 

303 

235 

233.8 

25.4 

493 

139 

229 

77 

Continental  Corp 

184.7 

-58.9 

228 

299 

Delta  \ti  1  incs 

232.6 

19.7 

230 

264 

Browning-Ferris  Inds 

184.4 

26.5 

375 

193 
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ETCH  FOR  M 
ERMAN  TOURING  SEDANS 
ISN'T  FROM  STUTTGART 
0  MUNICH. 


The  truth  is,  most  German  cars  are  a  lot  better  at  handling  the  Autobahn  than  they  are  at  handling  the 
human  body. 

One  luxurious  exception  is  the  Scorpio  touring  sedan. 

Built  in  Kbln,  West  Germany,  Scorpio  performs  with  an  over-the-road  discipline  befitting  its  European 
heritage.  Vet  it  balances  that  performance  with  a  cabin  environment  which  indulges  its  occupants  in  space  and 
comfort  and  tasteful  design.  The  result  is  what  ROAD  &  TRACK  calls  the  Best  Sedan  under  $27,500  in  the  world/ 

Perhaps  the  most  striking  evidence  of  Scorpio's  respect  for  passengers  is  in  the  rear  compartment 

Here,  legs  may  stretch  out  in  over  38  inches  of  legroom  (nearly  eight  inches  more  than  Mercedes  190). 
Backs  and  shoulders  can  ease  themselves  onto  Connolly  leather  upholstery.  And,  with  a  mere  flick  of  the  wrist, 
rear  seatbacks  may  be  power-tec  lined,  allowing  your  companions  to  relax  in  what  AUTOMOBILE  MAGAZINE 
suggests  may  be  "the  most  comfortable  seats  in  the  industry." 

Naturally,  the  Scorpio  driver's  happiness  is  equally  well  attended  to,  in  a  driver's  seat  that  is  a 
paragon  of  both  ergonomics  and  thoughtfulness.  But  what  he  or  she  should  find  most  comforting  of  all  is  the 
sense  of  power  to  be  derived  from  Scorpio's  2.9-liter  V-6  engine.  Its  multi-port  electronic  fuel  injection  and 
twin-throttle  design  deliver  a  wide  torque  band— for  smooth,  fluid  performance  in  both  city  and  highway  situations. 

Meanwhile,  Scorpio's  fully  independent  suspension  and  anti-lock  braking  system  (ABS)  help  manage  the 
road  through  the  hard  corners  and  the  hardest  of  stops. 

But  even  with  all  this,  some  owners  have  admitted  there  is  one  activity  they  occasionally  prefer 
to  sitting  behind  the  wheel  of  a  Scorpio:  sitting  behind  the  driver  of  a  Scorpio.  selected  from  cars  sold  in  the  us 
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Negotiating  the  twists  and  turns  of  the  Black  Forest  comes  naturally  to  most  German  sports  coupes. 

Negotiating  the  twists  and  turns  of  the  driver,  alas,  does  not. 

Happily,  the  turbocharged  XR4Ti  coupe  was  engineered  to  be  the  master  of  both  terrains. 

On  the  road,  XR4Ti  sprints  from  zero  to  60  in  just  7.8  seconds.  Credit  goes  to  a  fuel-injected,  overhead- 
cam  4-cylinder  engine  that  uses  a  Garrett  turbocharger  to  deliver  more  power  than  many  engines  with  twice  the 
displacement  and  double  the  cylinders. 

Add  to  this  XR4Ti's  fully  independent  suspension  and  low-profile  Pirelli  P6s,  and  the  result  is  a  vehicle 
with  the  taut  feel  and  spirited  reflexes  you  expect  from  a  true  European  performer. 

What  you  may  not  expect  is  XR4Ti's  devotion  to  driver  comfort  and  ease  of  movement.  With  anatomically 
designed  front  seats  that  help  keep  you  firmly  in  place.  Lumbar  supports  that  adjust  to  your  dimensions.  And 
a  clean,  no-nonsense  presentation  of  analog  gauges,  controls,  and  power  conveniences.  All  carefully  positioned 
to  maximize  your  command  over  XR4Ti's  175  horsepower. 

The  XR4Ti  coupe  from  Germany.  Performance  that  sends  a  chill  up  your  spine.  Without  putting  an  ache 
in  your  back. 


IMPORTED  FROM  GERMANY  FOR  SELECT  UNCOLft-MERCURY  DEALERS. 
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Receive  your  own  Tour  Guide  for 
one  of  these  fine  German  auto- 
mobiles . . .  .You'll  enjoy  a  revealing 
full-color  driving  review  that  puts 
you  behind  the  wheel  on  the  roads 
of  Germany! 

Select  the  Tour  Guide  that  interests  you  most  and  you'll 
experience  what  it's  like  to  drive  Germany's  famed  Autobahn 
in  a  Scorpio  touring  sedan,  or  you'll  take  on  the  challenge 
of  twisting  mountain  roads  in  an  XR4Ti  sports  coupe... 
without  ever  leaving  your  favorite  chair.  Either  informative, 
full-color  Tour  Guide  is  yours  free  for  the  asking.  Simply 
complete  this  postcard  and  drop  it  in  the  mail.  Or  call 
toll-free  1-800-822-9282. 

FOLD  HERE 

Please  send  me  a  free,  full-color 
Tour  Guide: 


Scorpio  □         XR4Ti  □ 


(choose  one) 


Name 

(PLEASE  PRINT) 

Address 

City 
( 

) 

State 

ZIP 

Area  Code  Phone  Number 

Please  tell  us: 

...when  you  plan  to  purchase  your  next  new  automobile. 

1-3  mo.  □  4-6  mo.  □         7-12  mo.  □  1-2  yrs.  □ 

5 

No  plans  within  two  years  D 
...what  you  are  currently  driving. 


Year 


Make 


Model 


MOISTEN  AND  SEAL 


!il 


Read  about  the  surprisingly  comfortable  accommo- 
dations offered  by  these  remarkable  German  automo- 
biles when  you  select  either  the  Scorpio  Tour  Guide 
or  the  XR4Ti  Tour  Guide.  Both  full-color  brochures 
include  an  interesting  driving  review  of  Scorpio  or 
XR4Ti  performing  on  the  roads  for  which  they  were 
originally  designed.  And  you'll  receive  other  important 
information  about  the  car  of  your  choice. 


BUCKLE  UP-TOGETHER  WE  CAN  SAVE  LIVES. 
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SCORPIO 


■  four-door  touring  sedan 

■  seats  five 

■  2.9-liter  V-6  engine 

■  four-wheel  disc  brakes 

-  Anti-lock  Brake  System  (ABS) 


XR4Ti 


■  two-door  sports  coupe 

■  seats  five 

■  2.3-liter  turbocharged  four-cylinder  engine 

Lincoln-Mercury  reserves  the  right  to  change  product  specifications  at  any 
time  without  incurring  obligation. 

Your  Tour  Guide  includes: 

■  a  driving  review  of  the  selected  vehicle 

■  large  interior  and  exterior  photographs  of  the 
featured  car 

■  information  detailing  standard  features  and 
options 

■  engineering  and  ergonomic  analysis  by  former 
World  Champion  racing  driver  Jackie  Stewart 

Complete  the  attached  postcard  and  mail  it  today, 
or  call  our  toll-free  number:  1-800-822-9282.  If 
the  card  is  missing,  request  the  Scorpio  or  XR4Ti 
Tour  Guide  by  calling  the  toll-free  number  or 
writing  to: 

Scorpio/XR4Ti  Tour  Guide 
RO.  Box  7041 
Lincoln  Park,  Ml  48146 
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231 

228 

Occidental  Petroleum 

184.0 

6.9 

1.092 

47 

286 

299 

Deluxe  Check 

148.5 

22.6 

194 

339 

232 

■ 

Kroger 

183.3 

256.0 

406 

173 

287 

298 

Genuine  Parts 

148.3 

22.0 

170 

370 

233 

454 

Affiliated  Pubs 

183.3 

177.3 

204 

322 

288 

275 

Hershey  Foods 

148.2 

11.6 

219 

308 

234 

332 

Boise  Cascade 

183.0 

80.2 

369 

198 

289 

292 

Jefferson-Pilot 

147.7 

20.0 

152 

393 

235 

199 

Whirlpool 

181.1 

-9.3 

312 

232 

290 

304 

ConAgra 

147.4 

25.6 

228 

300 

236 

267 

Student  Loan 

181.0 

25.2 

181 

353 

291 

288 

Cray  Research 

147.1 

17.8 

219 

307 

237 

222 

Unocal 

181.0 

2.8 

1,269 

36 

292 

■ 

Homestake  Mining 

146.4 

548.5 

203 

325 

238 

281 

VF 

179.7 

38.9 

269 

259 

293 

210 

Ashland  Oil 

146.2 

-21.2 

408 

171 

239 

■ 

Air  Prods  &  Chems 

179.6  3,050.0 

431 

163 

294 

161 

Lucky  Stores 

145.8 

-37.5 

239 

284 

240 

182 

San  Diego  G&E 

179.1 

-16.0 

358 

206 

295 

302 

Public  Service  Ind 

145.3 

22.2 

233 

291 

241 

242 

First  Executive 

177.8 

13.3 

178 

359 

296 

262 

Utah  Power  &  Light 

144.8 

-1.0 

251 

272 

242 

■ 

Navistar  Intl 

176.9 

D-P 

220 

304 

297 

376 

Dana 

144.4 

68.2 

249 

273 

243 

203 

First  Wachovia 

176.6 

-8.9 

224 

302 

298 

291 

Public  Service  Colo 

143.7 

16.0 

266 

261 

244 

■ 

Intel 

175.5 

D-P 

347 

215 

299 

■ 

Beneficial  Corp 

142.2 

D-P 

160 

381 

245 

258 

Cooper  Industries 

173.8 

17.7 

309 

234 

300 

64 

Salomon 

142.0 

-72.5 

182 

350 

246 

62 

Norfolk  Southern 

172.4 

-66.8 

474 

147 

301 

■ 

Amdahl 

142.0 

261.0 

248 

276 

247 

265 

Home  Group 

172.2 

18.7 

172 

366 

302 

■ 

Ecolab 

141.7 

214.1 

195 

338 

248 

139 

Capital  Holding 

172.1 

-37.1 

193 

342 

303 

252 

ICH 

141.6 

-6.8 

179 

357 

249 

■ 

Federal  Express 

170.9 

D-P 

432 

161 

304 

127 

Tribune 

141.5 

-51.7 

249 

274 

250 

■ 

Argonaut  Group 

170.8 

649.1 

171 

368 

305 

389 

Temple-Inland 

141.4 

75.0 

236 

287 

251 

241 

Wisconsin  Energy 

169.5 

7.5 

295 

239 

306 

230 

Bank  of  New  England 

140.5 

-18.2 

199 

328 

252 

312 

Brunswick 

168.8 

53.0 

310 

233 

307 

314 

GlenFed 

140.2 

27.8 

190 

345 

253 

229 

New  England  Electric 

168.8 

-1.9 

353 

210 

308 

345 

Hilton  Hotels 

139.9 

42.9 

196 

335 

254 

233 

CalFed 

166.9 

1.5 

220 

306 

309 

270 

So  N  England  Telcom 

139.7 

0.4 

346 

216 

255 

200 

NCNB 

166.9 

-16.1 

244 

280 

310 

343 

Interco 

139.4 

41.5 

197 

331 

256 

277 

Reebok  International 

165.2 

25.0 

171 

367 

311 

■ 

Golden  Nugget 

137.5 

3,923.1 

156 

385 

257 

249 

McGraw-Hill 

164.8 

7.0 

230 

295 

312 

421 

Wickes  Cos 

137.5 

86.1 

282 

247 

258 

388 

Manville 

164.1 

102.0 

257 

265 

313 

246 

MCA 

137.3 

-11.6 

886 

69 

259 

176 

Geico 

163.0 

-25.1 

174 

364 

314 

■ 

Compaq  Computer 

136.3 

217.7 

159 

383 

260 

256 

CoreStates  Financial 

162.3 

9.6 

197 

330 

315 

287 

Becton  Dickinson 

135.2 

8.3 

232 

292 

261 

263 

NBD  Bancorp 

162.2 

11.3 

196 

337 

316 

423 

Rite  Aid 

133.8 

81.4 

178 

358 

262 

310 

Midlantic 

161.5 

43.2 

196 

333 

317 

324 

UST 

130.9 

25.9 

148 

397 

263 

■ 

Stone  Container 

161.3 

355.5 

300 

237 

318 

225 

Bear  Stearns  Cos 

129.9 

-25.4 

130 

427 

264 

■ 

Deere 

161.0 

D-P 

347 

214 

319 

311 

Mercantile  Stores 

129.6 

16.6 

177 

362 

265 

■ 

WR  Grace 

160.5 

D-P 

389 

185 

320 

296 

Scana 

128.9 

5.5 

239 

286 

266 

276 

New  York  Times 

160.3 

21.3 

242 

282 

321 

205 

American  Standard 

127.1 

-34.2 

244 

279 

267 

317 

Westvaco 

159.3 

48.5 

291 

241 

322 

303 

Tucson  Electric 

126.0 

7.3 

169 

371 

268 

239 

Avon  Products 

159.1 

0.3 

230 

296 

323 

325 

Reliance  Group 

125.9 

21.2 

145 

405 

269 

■ 

Shawmut  National 

158.9 

-18.7 

233 

290 

324 

337 

Albertson's 

125.4 

25.2 

198 

329 

270 

243 

Citizens  &  Southern 

157.9 

1.3 

210 

317 

325 

435 

Marion  Laboratories 

125.2 

76.3 

145 

403 

271 

261 

Fort  Howard 

157.7 

7.8 

283 

243 

326 

460 

Louisiana-Pacific 

125.0 

92.6 

273 

256 

272 

315 

Centel 

157.1 

44.1 

358 

205 

327 

357 

Zayre 

122.8 

32.9 

204 

323 

273 

150 

Aon 

156.2 

-36.8 

215 

314 

328 

417 

Willamette  Inds 

121.3 

62.5 

208 

320 

274 

269 

Knight-Ridder 

155.2 

10.8 

255 

266 

329 

335 

Clorox 

120.9 

20.2 

152 

391 

275 

268 

American  Stores 

154.3 

6.8 

350 

212 

330 

313 

Puget  Sound  P&L 

120.4 

9.2 

215 

312 

276 

■ 

Carnival  Cruise  Lines 

152.8 

56.4 

177 

360 

331 

358 

Alexander  &  Baldwin 

120.4 

30.3 

161 

379 

277 

306 

Maytag 

152.7 

30.7 

189 

346 

332 

204 

Columbia  S&L  Assn 

119.3 

-38.3 

131 

425 

278 

278 

Morton  Thiokol 

152.5 

15.9 

239 

285 

333 

356 

Vulcan  Materials 

116.2 

24.7 

194 

340 

279 

211 

Golden  West  Finl 

151.6 

-17.5 

176 

363 

334 

326 

Polaroid 

116.1 

12.2 

192 

343 

280 

253 

Duquesne  Light 

151.3 

-0.1 

265 

262 

335 

364 

Seagate  Technology 

115.3 

27.6 

146 

401 

281 

■ 

Litton  Industries 

151.0 

208.8 

321 

229 

336 

327 

Holiday 

114.8 

11.0 

277 

252 

282 

■ 

Phelps  Dodge 

150.6 

262.0 

231 

294 

337 

316 

Winn-Dixie  Stores 

114.6 

6.3 

279 

250 

283 

295 

Armstrong  World  Inds 

150.4 

22.9 

242 

283 

338 

373 

Liz  Claiborne 

114.4 

32.7 

120 

444 

284 

307 

Automatic  Data 

149.8 

29.8 

249 

275 

339 

283 

Oklahoma  G&E 

114.0 

-9.7 

210 

318 

285 

361 

MNC  Financial 

148.8 

21.2 

181 

355 

340 

227 

Cincinnati  G&E 

113.9 

-34.1 

200 

327 

■  Not 

on  500  list  in  1986.     D-P:  Deficit  to  profit. 
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Hitachi's  wide-ranging  audiovisual  technologies  include  Picture-in-Picture  for 
simultaneous  viewing  of  more  than  one  program  on  a  single  TV  screen,  DAT, 
a  high-density  projection  display,  and  frame  memory  used  in  IDTV. 


AV  should  be  more  than  faithful  sight 

and  sound  reproduction.  Ideally,  it  also  creates 

drama  and  ambience. 


Digital  technology  (the  conversion  of  con- 
ventional signals  into  computerized  zeros 
and  ones)  has  led  to  a  remarkable  prolifera- 
tion of  audiovisual  uses  —  in  TV,  for  example, 
for  more  diversified  and  sophisticated  pro- 
gramming and  information  services  acces- 
sible through  computer  connections  or 
videotex  terminals.  And  this  is  only  the 
beginning. 

Hitachi's  scientists  and  engineers  are 
using  digital  applications  such  as  frame 
memory  to  develop  Improved  Definition  TV. 
IDTV  will  greatly  improve  picture  quality  with- 
out changing  current  broadcasting  stan- 
dards by  doubling  the  density  of  scanning 
lines  and  increasing  vertical  resolution  1.5 
times.  This  same  Hitachi  technology  has 
resulted  in  the  Digital  Audio  Tape  recorder, 
which  is  capable  of  superior  recording  and 
reproduction. 


Hitachi's  original  screen  technology  has 
led  to  high-density  big  screen  projection  TV, 
using  screens  up  to  110  inches.  It  is  contrib- 
uting to  a  wholly  new  technology,  High 
Definition  TV.  HDTV  is  capable  of  photo- 
graphic quality  resolution  and  will  soon 
enable  satellite  services  to  transmit  wide 
screen  images  that  give  the  viewers  the  feel- 
ing of  actually  being  there. 

We  link  technology  to  human  needs,  and 
believe  that  our  special  knowledge  will  lead 
to  numerous  easy-to-use  systems  and  prod- 
ucts with  highly  advanced  functions. 
Our  goal  in  audiovisual  —  and  in  medicine, 
energy  and  transportation  as  well  —  is  to 
create  and  put  into  practice  products  and 
systems  that  will  improve  the  quality  of  life 
the  world  around. 


0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


.■iii. 

^^^^^^^^^^^^— ^^^^^^^^^^^ 

The  Forbes  Profits  500 

Rank 
1987        1986 

Company 

Net 
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341 

432 

Coastal  Corp 

113.1 

58.0 

433 

160 

396 

447 

Harris  Corp 

92.2 

34.4 

228 

298 

342 

■ 

Paccar 

112.5 

107.2 

140 

411 

397 

148 

American  Natl  Ins 

92.1 

-62.9 

98 

478 

343 

381 

Dover 

111.7 

33.2 

174 

365 

398 

■ 

IntI  Minerals  &  Chem 

92.0 

D-P 

227 

301 

344 

■ 

Inland  Steel  Inds 

111.7 

479.7 

235 

289 

399 

■ 

Jefferson  Smurfit 

92.0 

228.6 

125 

435 

345 

397 

Hanover  Insurance 

111.7 

41  ft 

112 

455 

400 

■ 

Georgia  Gulf 

91.7 

134.5 

104 

464 

346 

338 

Columbia  Gas  System 

111.3 

12.0 

331 

226 

401 

419 

Dillard  Dept  Stores 

91.2 

22.5 

155 

388 

347 

■ 

Firestone 

111.0 

158.1 

270 

258 

402 

380 

Society 

90.9 

8.1 

113 

454 

348 

346 

TECO  Energy 

110.7 

13.4 

212 

315 

403 

375 

WW  Grainger 

90.5 

5.1 

113 

453 

349 

341 

Square  D 

110.0 

11.2 

170 

369 

404 

■ 

Williams  Cos 

90.3 

D-P 

203 

324 

350 

339 

Walgreen 

109.1 

10.0 

165 

375 

405 

■ 

Raychem 

89.8 

82.1 

150 

394 

351 

218 

First  Boston 

108.9 

-39.7 

144 

407 

406 

463 

Progressive 

89.8 

38.8 

100 

472 

352 

392 

Super  Valu  Stores 

108.6 

36.4 

211 

316 

407 

284 

DPL 

89.5 

-28.9 

147 

400 

353 

■ 

Panhandle  Eastern 

108.2 

D-P 

223 

303 

408 

293 

Ipalco  Enterprises 

89.3 

-27.2 

155 

386 

354 

374 

Brown-Forman 

108.0 

25.5 

141 

410 

409 

355 

McKesson 

88.7 

^1.9 

147 

399 

355 

334 

Ingersoll-Rand 

107.9 

7.3 

181 

356 

410 

362 

Kansas  Power  &  Light 

88.7 

-3.0 

156 

384 

356 

377 

IntI  Flavors  &  Frags 

107.0 

24.9 

128 

429 

411 

455 

Snap-on  Tools 

>,S.ft 

35.3 

105 

462 

357 

■ 

Em  hart 

106.5 

D-P 

191 

344 

412 

■ 

Coca-Cola  Enterpr 

88.4 

218.0 

283 

244 

358 

393 

Illinois  Tool  Works 

106.2 

33.4 

164 

376 

413 

395 

Crown  Cork  &  Seal 

88.3 

11.2 

145 

404 

359 

■ 

Arm  co 

105.4 

D-P 

217 

310 

414 

496 

Alco  Standard 

88.0 

54.4 

131 

426 

SMI 

■ 

American  Medical 

105.1 

D-P 

301 

236 

415 

353 

Gt  Am  First  Savings 

87.9 

-6.3 

100 

474 

361 

■ 

Sonat 

105.0 

D-P 

247 

278 

416 

440 

Potlatch 

87.6 

25.3 

153 

390 

362 

■ 

Alltel 

1044 

87.1 

230 

297 

417 

467 

LIN  Broadcasting 

87.5 

37.0 

103 

465 

363 

347 

Southwestern  Pub  Svc 

104  1 

6.8 

159 

382 

418 

398 

Stanley  Works 

86.6 

10.1 

148 

396 

364 

319 

Kansas  City  P&L 

104.0 

-2.3 

201 

326 

419 

■ 

First  Fidelity  Bncp 

86.3 

-59.3 

149 

395 

365 

■ 

Bethlehem  Steel 

10.3  9 

D-P 

443 

156 

420 

441 

Southmark 

86.2 

23.6 

138 

414 

366 

■ 

Great  A&P  Tea 

1034 

499 

235 

288 

421 

475 

Food  Lion 

85.8 

38.8 

123 

442' 

367 

245 

Bank  of  New  York 

103.4 

-33.4 

152 

392 

422 

416 

Bausch  &  Lomb 

85.3 

14.3 

122 

443 

368 

407 

NWA 

10-3.0 

33  9 

443 

155 

423 

■ 

Jostens 

85.3 

106.8 

92 

489 

369 

405 

Old  Republic  IntI 

102.8 

32.7 

103 

466 

424 

■ 

MCI  Communications 

85.0 

D-P 

603 

115 

370 

433 

United  Jersey  Banks 

102  7 

;■.  , 

446 

425 

438 

Rubbermaid 

84.5 

20.7 

132 

421 

371 

.396 

Tandem  Computers 

1022 

29.0 

161 

380 

426 

■ 

Dresser  Industries 

84.4 

D-P 

193 

341 

372 

333 

American  Family 

102.1 

1.4 

102 

468 

427 

■ 

Kerr-McGee 

84.0 

D-P 

385 

189 

373 

328 

Home  Federal  S&.L 

100.3 

^3.0 

128 

428 

428 

286 

Nicor 

83.7 

-33.0 

184 

349 

374 

■ 

CrossLand  Savings 

100  1 

1.30.3 

139 

412 

429 

442 

Medtronic 

83.6 

19.8 

111 

456 

375 

390 

(,  \1 

100.1 

240 

118 

445 

430 

436 

llarcourt  Brace 

83.4 

18.4 

196 

336 

376 

406 

US  Bancorp 

996 

29  1 

125 

436 

431 

26 

|P  Morgan 

83.3 

-90.5 

187 

348 

377 

320 

Boston  Edison 

97.7 

-8.0 

215 

313 

432 

■ 

American  Petrofina 

83.3 

D-P 

220 

305 

378 

497 

Kansas  Gas  &  Elec 

97.4 

2,3743 

182 

351 

433 

434 

State  Street  Boston 

83.1 

16.4 

98 

480  1 

379 

■ 

Castle  &  Cook 

974 

121  8 

137 

415 

434 

371 

National  Medical 

81.8 

-5.4 

217 

309 

380 

274 

National  City 

969 

-28.2 

123 

441 

435 

290 

General  Cinema 

81.6 

-34.2 

145 

406  |   H 

381 

383 

(ohnson  Controls 

966 

16.1 

196 

332 

436 

470 

Price  Co 

81.4 

28.6 

93 

487 

382 

321 

Sherwin-Williams 

96.6 

-8.9 

126 

434 

437 

404 

Boatmen's  Bancshares 

81.4 

4.2 

102 

469 

383 

■ 

Texas  Eastern 

96.1 

7,482.6 

345 

217 

438 

403 

Lubrizol 

81.3 

4.0 

134 

418 

384 

391 

Dreyfus 

95.8 

18.9 

98 

479 

439 

■ 

Bowater 

81.1 

64.1 

167 

374 

385 

369 

Consolidated  Papers 

958 

94 

139 

413 

440 

468 

Nalco  Chemical 

80.3 

26.0 

124 

439 

386 

254 

Public  Service  NM 

95.4 

-.36  8 

181 

354 

441 

385 

KeyCorp 

80.0 

-2.7 

113 

452 

387 

331 

1  mini  Illuminating 

95.2 

-6.3 

148 

398 

442 

348 

Delmarva  Power  &  Lt 

79.8 

-17.0 

155 

387 

388 

308 

UNUM  Corp 

94.8 

-17.6 

103 

467 

443 

359 

USLife 

79.8 

-13.6 

89 

493 

389 

■ 

Wang  Laboratories 

944 

D-P 

361 

203 

444 

445 

Meridian  Bancorp 

79.5 

15.1 

99 

477 

390 

■ 

Norihtup 

94  2 

128  6 

341 

222 

445 

■ 

AMAX 

79.3 

D-P 

2  73 

255 

19] 

U 

Provident  Life  &  Ace 

93.9 

- 

126 

433 

446 

■ 

Computer  Associates 

79.2 

159.0 

131 

424 

Cincinnati  Financial 

93.2 

-0.3 

101 

470 

447 

■ 

BF  Goodrich 

79.2 

514.0 

167 

373 

491 

Muri  Mill 

929 

61.2 

105 

463 

448 

■ 

American  President 

79.1 

339.3 

154 

389 

Nordstiom 

92 .7 

27  1 

143 

408 

449 

430 

National  Service 

78.5 

8.6 

108 

460 

Parker-Hmnnifin 

922 

168 

372 

450 

466 

Arkla 

78.3 

22.0 

181 

352 

Do  profli 

FORBES, 

APRIL  25 

1981 

A  hundred  years  ago, 
eople  struggled  to  hit  paydirt* 


Courtesy.  Colorado  Historical  Society 


Today,  we  take  the  struggle  out* 

Finding  financial  resources  can  often  be  a  struggle  for  an  expanding  business.  Because  without 
the  right  source,  success  can  be  fleeting. 

We're  US  WEST  Financial  Services,  a  diversified,  $2  billion  subsidiary  of  the  telecom- 
munications giant.  We  help  corporations  throughout  the  world  achieve  their  goals  by  providing 
a  wide  range  of  asset-based  lending  programs.  We  also  tailor  these  financial  programs  to  fit  the 
particular  needs  of  each  client  through  five  strategically  located  divisions  across  the  United  States. 

Give  us  a  call  at  our  Denver  headquarters,  (303)  773-2363.  Our  offices  are  also  located  in 
New  York,  Kansas  City,  Los  Angeles  and  San  Francisco.  We're  ready  to  put  our  extensive  capital 
resources  and  special  expertise  to  work  for  you.  \jkj^pfESTFINANCIAL  SERVICES 


©1988,  U  S  WEST  Financial  Services,  Inc. 


Look  behind  the  scenes. 


Net  Income 

(millions) 


i 


Net  income  reached  record 
heights  last  year:  $93  million* 
on  sales  of  $736  million. 

And  earnings  per  share  rose 
to  $2.75*,  the  highest  ever. 

Lofty  numbers,  to  be  sure; 
although  only  the  latest  act  in 
a  long  history  of  impressive 
performances. 

For  the  27th  consecutive 
year  we  raised  our  dividend  to 
an  indicated  annual  rate  of  $1.52, 
a  12%  increase. 

Our  five-year  average  total 
return  now  amounts  to  23%, 
some  five  full  points  ahead  of 
our  telecommunications  peer 
group  average. 

And  five-year  EPS  compound 
growth  rate  figures  out  to  9%. 
(Ten-year  rate:  8%.) 

For  all  the  latest  numbers, 
and  a  look  at  our  long-term 
performance,  write  for  our 
annual  report. 

ALLTEL  Corporation,  100 
Executive  Parkway,  Dept.  D, 
Hudson,  OH  44236. 

-/Hum 

CORPORATION 

Excellence  in  Telecommunications 

•1987  excludes  gam  on  investment  of  $11  million. 
or  $2  cents  per  share 


The  Forbes  Profits  500 


Rank 
1987       1986 


Company 


Net 
profits 

ISmil) 


Change 
over 
1986 

% 


Cash 
flow 
ISmil) 


Cash 
flow 
rank 
1987 


Rank 
1987        1986 


451 

■ 

Fiist  of  America  Bank 

78.3 

47.9 

87 

494 

452 

■ 

CalMat 

78.1 

77.0 

113 

451 

453 

414 

Olin 

78.0 

3.7 

196 

334 

454 

363 

Portland  General 

78.0 

-14.1 

189 

347 

455 

444 

Tambrands 

76.6 

10.8 

89 

492 

456 

■ 

West  Point-Pepperell 

76.6 

136.7 

133 

419 

457 

425 

Louisville  G&E 

76.2 

3.9 

124 

438 

458 

456 

Weis  Markets 

76.0 

16.4 

93 

488 

459 

294 

Trinova 

75.1 

-38.7 

126 

432 

460 

366 

Colt  Industries 

75.0 

-15.9 

126 

431 

461 

415 

PaineWebber 

74.6 

-0.5 

96 

483 

462 

367 

Consol  Freightways 

74.6 

-16.3 

177 

361 

463 

■ 

MBIA 

74.3 

38.6 

78 

498 

464 

■ 

Federal  Paper  Board 

74.0 

120.6 

127 

430 

465 

■ 

Michigan  National 

73.9 

41.6 

99 

476 

466 

443 

Atlantic  Energy 

73.8 

34.2 

125 

437 

467 

465 

Kentucky  Utilities 

73.7 

14.7 

124 

4<0 

468 

500 

H&R  Block 

72.8 

30.2 

95 

483 

469 

329 

Ohio  Casualty 

72.6 

-29.4 

79 

497 

470 

■ 

Lotus  Development 

72.0 

49.2 

100 

473 

471 

■ 

Lafarge 

71.7 

176.4 

136 

416 

472 

■ 

Tecumseh  Products 

71.6 

41.2 

101 

471 

473 

■ 

Premark  Intl 

71.5 

D-P 

142 

409 

474 

473 

Comerica 

71.4 

15.4 

90 

491 

475 

493 

Macmillan 

70.7 

22.7 

114 

450 

Company 


Net 
profits 
(Smil) 


Change 
over 
1986 

% 


Cash 
flow 
ISmil) 


Cash 
flow 
rank 
1987 


476 

■ 

Dominion  Bankshares 

70.6 

48.9 

84 

496 

477 

422 

Central  111  Pub  Svc 

70.3 

-4.7 

132 

422 

478 

■ 

Wm  Wrigley  Tr 

70.1 

30.3 

91 

490 

479 

■ 

Tyson  Foods 

70.0 

27.4 

135 

417 

480 

384 

Minnesota  Power 

70  0 

-15.3 

109 

458 

481 

437 

Intergraph 

69.9 

-0.7 

97 

481 

482 

■ 

Engelhard 

69.8 

31.1 

114 

449 

483 

■ 

Aristech  Chemical 

69.7 

58.8 

99 

475 

484 

451 

Gap 

69  6 

22 

94 

484 

485 

■19s 

Loral 

69.6 

22.9 

132 

423 

486 

379 

Dime  Savings  Bank 

69.5 

-17.9 

77 

499 

487 

486 

BayBanks 

69.4 

17.9 

94 

486 

488 

418 

General  Signal 

69.4 

-7.0 

133 

420 

489 

472 

Washington  Water 

68.1 

9.1 

109 

459 

490 

■ 

Longview  Fibre 

67.5 

45.7 

97 

482 

491 

481 

Sysco 

67.2 

11.4 

109 

457 

492 

485 

Ball  Corp 

66.3 

12.6 

108 

461 

493 

■ 

Nipsco  Industries 

65.0 

D-P 

209 

319 

494 

■ 

Alexander  &  Alex 

64.9 

52.3 

115 

448 

495 

■ 

Prime  Computer 

64.8 

38.0 

146 

402 

496 

487 

Cincinnati  Bell 

64.4 

10.5 

162 

377 

497 

■ 

Black  &  Decker 

64.3 

121.4 

162 

3^8 

498 

■ 

Citizens  Utilities 

63.9 

10.3 

94 

485 

499 

■ 

Intl  Multifoods 

63.7 

217.3 

86 

495 

500 

■ 

Giant  Food 

63.4 

23.1 

115 

447 

■  Not  on  500  list  in  1986.     D-P:  Deficit  to  profit. 


I  toll-free  1-800-447-4700 


One  word  says  it  all     l—H. 


Fhe  Forbes  Assets  500 


Corporate  acquisitions  and 
divestitures  totaled  $163.7  billion 
in  1987,  off  modestly  from  the 
1986  peak  activity  level. 


High  share  prices  in  the 
first  three  quarters  of 
1987  helped  American 
corporations  stay  out  of 
the  clutches  of  un- 
friendly acquirers.  Chicago-based 
merger  consultant  W.T.  Grimm  & 
Co.  reports  that  corporate  acquisi- 
tions and  divestitures  amounted  to 
a  total  $163.7  billion  in  1987,  a 
5.4%  decrease  from  1986.  But  the  October  market  collapse 
and  the  continued  weakness  of  the  dollar  have  brought 
about  a  resurgence  of  dealmaking. 

When  the  books  closed,  the  Assets  500  list  had  collec- 
tively grown  6.4%,  to  more  than  $6  trillion.  The  largest 
balance  sheet  once  again  belongs  to  Citicorp.  Despite 
capital-damaging  foreign  loan  losses,  Citicorp's  assets 
grew  3.8%,  to  $204  billion. 

But  shrinkage  was  not  uncommon.  Thirty-eight  banks, 
insurers  and  brokerages  reported  lower  asset  figures,  in 
many  eases  after  taking  painful  writedowns  on  their  port- 
folios. At  the  same  time  the  financial  sector  witnessed  the 


Rank 
1987   1986 

Company 

Assets 
l$mil) 

Change 
over 
1986 

% 

1           1 

Citicorp 

203,607 

3.8 

2          4 

American  Express 

116,434 

17.0 

3          3 

Fedl  Natl  Mortgage 

103,459 

3.0 

4          5 

Chase  Manhattan 

99,133 

4.6 

5          2 

BankAmerica 

92,833 

-10.9 

Winners 

The  winners  in  asset  growth 

198' 

Rank 

l'>86 

Asm'C 
Compjnv                                           (Smil) 

Change 

over 

1986 

% 

236 

■ 

Tele-Communications                    6,199 

2089 

111 

261 

Primerica                                         13,217 

147.0 

285 

• 

USAir  Group                                    5,257 

144.8 

215 

■ 

11  Rothschild                                   6,936 

125  9 

■ 

\ijiom                                                    3  937 

92.9 

conglomeration  of  regional  banks. 
Shawmut  (ranked  135th  last  year) 
and  Hartford  National  (98th) 
merged  to  form  Shawmut  National, 
now  ranked  52nd.  Assets  shot  up 
147%  at  Primerica,  as  Chairman 
Gerald  Tsai  replaced  hard  assets 
with  paper  ones,  like  Smith  Barney. 
Among  noniinancial  companies 
showing  substantial  growth  in  as- 
sets are  Chrysler,  up  38%  following  the  acquisition  of 
American  Motors,  and  Tele-Communications,  up  209% 
through  its  purchase  of  Heritage  Communications. 

Companies  were  busy  selling,  too.  W.T.  Grimm  says 
divestitures  totaled  $58.3  billion  in  1987.  Quantum 
Chemical,  which  ranked  445th  under  the  name  National 
Distillers  &  Chemical  on  last  year's  list,  dropped  off  this 
year's  after  the  sale  of  its  wine  and  liquor  business.  USX, 
Williams  Cos.  and  Allied-Signal  have  also  restructured 
their  way  to  smaller  assets.  Jim  Walter,  Borg-Wamer  and 
Burlington  Industries  departed  the  Forbes  Assets  500  by 
going  private. 


Losers 

The  laggards  in  asset  growth 

Rank 
1987 

1986 

Assets 
Company                                           ($mil) 

Change 

over 

1986 

% 

442 

282 

DCNY  Corp                                      3,029 

-37.8 

28 

20 

First  Boston                                    36,148 

-25.7 

112 

90 

PaineWebber  Group                       12,956 

-17.5 

38 

27 

Bear  Stearns  Cos                            30,262 

-16.4 

469 

398 

National  Bcshs  Texas                      2,797 

-16.3 

FORBES,  APRIL  25,  1988 
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Rank 
1987  1986 

Company 

Change 
over 
Assets     1986 
($mil)        % 

Rank 
1987  1986 

Company 

Change 
over 
Assets     1986 
($mil)        % 

Rank 
1987  1986 

Company 

Change 
over 
Assets     1986 
($mil)        % 

6 

9 

General  Motors 

87,241 

20.5 

61 

79 

GlenFed 

23,206 

28.6 

116 

111 

Golden  West  Finl 

12,836 

3.2 

7 

14 

Chemical  New  York 

78,189 

29.1 

62 

64 

Bank  of  New  York 

23,065 

11.4 

117 

121 

Sun  Company 

12,580 

7.7 

8 

12 

Sears,  Roebuck 

76,321 

12.2 

63 

78 

Student  Loan 

22,864 

25.4 

118 

130 

Boeing 

12,566 

13.5 

9 

7 

JP  Morgan 

75,414 

-0.8 

64 

55 

Nynex 

22,786 

4.5 

119 

101 

Continental  Corp 

12,151 

-10.8 

10 

6 

Salomon 

74,747 

-\A 

65 

56 

Atlantic  Richfield 

22,670 

4.9 

120 

112 

Phillips  Petroleum 

12,111 

-2.3 

11 

10 

Exxon 

74,042 

6.6 

66 

84 

Republic  New  York 

22,388 

28.2 

121 

150 

Coast  S&.L  Assn 

11,952 

22.9 

12 

8 

Mfrs  Hanover 

73,348 

-1.4 

67 

72 

Loews 

22,209 

16.7 

122 

129 

United  .Technologies 

11,929 

7.5 

13 

13 

Security  Pacific 

72,838 

16.3 

68 

62 

Pacific  G&E 

21,734 

3.5 

123 

124 

First  Federal  Mich 

11,883 

5.4 

14 

11 

Aetna  Life  &  Cas 

72,754 

8.9 

69 

67 

Southwestern  Bell 

21,500 

5.9 

124 

99 

First  City  Bancorp 

11,781 

-15.3 

15 

15 

IBM 

63,688 

10.2 

70 

66 

Southern  Company 

21,499 

5.9 

125 

122 

Santa  Fe  Southern 

11,762 

1.4 

16 

26 

Ford  Motor 

61,090 

16.7 

71 

60 

Bell  Atlantic 

21,245 

0.7 

126 

119 

Textron 

11,701 

-0.1 

17 

16 

Bankers  Trust  NY 

56,521 

0.2 

72 

92 

Sovran  Financial 

21,233 

42.0 

127 

162 

KeyCorp 

11,596 

27.8 

18 

18 

Merrill  Lynch 

55,193 

4.1 

73 

65 

Pacific  Telesis 

21,056 

3.6 

128 

164 

American  Brands 

11,314 

24.9 

19 

19 

Cigna 

53,495 

7.0 

74 

58 

Norwest 

20,747 

-3.7 

129 

134 

Valley  National 

11,300 

5.5 

20 

17 

First  Interstate  Bncp 

50,927 

-8.1 

75 

73 

Citizens  &  Southern 

20,444 

9.0 

130 

145 

Centerior  Energy 

11,283 

13.2 

21 

21 

Travelers 

50,165 

8.3 

76 

69 

Commonwealth  Ed 

20,280 

4.6 

131 

137 

FPL  Group 

11,257 

5.8 

22 

24 

First  Chicago 

44,209 

12.9 

77 

53 

MCorp 

20,228 

-7.6 

132 

140 

Columbia  S&L  Assn 

11,235 

9.9 

23 

22 

Wells  Fargo 

44,183 

-0.9 

78 

94 

Chrysler 

19,939 

37.9 

133 

132 

Philadelphia  Electric 

11,210 

10.2 

24 

23 

Mobil 

41,140 

4.4 

79 

54 

USX 

19,557 

-10.4 

134 

143 

Detroit  Edison 

11,158 

11.6 

25 

28 

ITT 

39,983 

11.7 

80 

76 

First  Wachovia 

19,342 

3.5 

135 

138 

K  mart 

11,106 

5.0 

26 

30 

General  Electric 

38,920 

12.5 

81 

82 

Philip  Morris  Cos 

19,145 

8.5 

136 

136 

Burlington  Northern 

10,948 

2.8 

27 

25 

American  Tel  8i  Tel 

38,426 

-1.2 

82 

74 

US  West 

19,095 

1.9 

137 

176 

Dime  Savings  Bank 

10,944 

30.8 

28 

20 

First  Boston 

36,148 

-25.7 

83 

77 

Meritor  Financial 

19,016 

3.1 

138 

131 

Union  Pacific 

10,919 

0.5 

29 

31 

Chevron 

34,465 

-0.4 

84 

75 

Ameritech 

18,784 

0.2 

139 

151 

Imperial  Corp  of  Am 

10,875 

13.3 

30 

33 

Bank  of  Boston 

34,117 

0.2 

85 

85 

Banc  One 

18,730 

7.8 

140 

139 

Pub  Svc  Enterprise 

10,858 

2.6 

31 

29 

Texaco 

33,962 

-2.8 

86 

80 

Tenneco 

18,503 

2.7 

141 

160 

Empire  of  America 

10,856 

19.4 

32 

34 

Finl  Corp  of  America 

33,864 

-0.3 

87 

87 

Lincoln  National 

18,004 

10.8 

142 

126 

JC  Penney 

10,842 

-3.1 

33 

63 

First  RepublicBank 

33,211 

58.6 

88 

118 

Midlantic 

17,792 

49.8 

143 

133 

CityFed  Financial 

10,811 

0.8 

34 

35 

Continental  Illinois 

32,391 

-1.3 

89 

104 

Household  Intl 

16,986 

28.6 

144 

149 

Kemper 

10,744 

10.4 

35 

52 

PNC  Financial 

31,433 

41.6 

90 

86 

RJR  Nabisco 

16,861 

-0.9 

145 

154 

Signet  Banking 

10,724 

13.2 

36 

32 

Mellon  Bank 

30,525 

-11.5 

91 

83  Occidental  Petroleum 

16,739 

-4.1 

146 

185 

Capital  Holding 

10,386 

31.1 

37 

39 

HF  Ahmanson 

30,507 

10.6 

92 

152 

MNC  Financial 

16,658 

17.6 

147 

107 

AmeriTrust 

10,334 

-6.6 

38 

27 

Bear  Steams  Cos 

30,262 

-16.4 

93 

95 

First  Executive 

16,403 

14.0 

148 

125 

Allied-Signal 

10,226 

-9.3 

39 

36 

Morgan  Stanley 

29,663 

1.6 

94 

96 

Middle  South  Utils 

15,292 

6.7 

149 

167 

USF&G 

10,141 

13.5 

40 

51 

Bank  of  New  England 

29,475 

31.2 

95 

105 

Gt  Am  First  Savings 

15,242 

16.7 

150 

182 

United  (ersey  Banks 

10,139 

26.4 

41 

40 

NCNB 

28,915 

5.3 

96 

100 

Procter  &  Gamble 

15,187 

11.3 

151 

144 

Comerica 

10,116 

1.3 

42 

■ 

First  Fidelity  Bncp 

28,850 

8.6 

97 

109 

Gulf  &  Western 

15,185 

20.8 

152 

141 

Unocal 

10,062 

-0.7 

43 

41 

GTE 

28,745 

4.9 

98 

■ 

Goldome 

15,153 

3.5 

153 

156 

Unisys 

9,958 

5.8 

44 

38 

Gt  Western  Financial 

28,631 

3.6 

99 

103  Southern  Calif  Edison 

15,077 

8.1 

154 

174 

Westinghouse 

9,953 

17.3 

45 

61 

American  Intl  Group 

28,500 

35.6 

100 

93 

CoreStates  Financial 

15,036 

3.0 

155 

213 

Alcoa 

9,902 

3.7 

46 

43 

EI  du  Pont 

28,209 

5.5 

101 

114 

Gibraltar  Financial 

14,983 

22.3 

156 

146  Boatmen's  Bancshares 

9,885 

-0.4 

47 

50 

American  General 

28,008 

22.3 

102 

97 

National  City 

14,912 

5.7 

157 

148 

Norfolk  Southern 

9,832 

0.8 

48 

42 

First  Union 

27,629 

3.0 

103 

106 

Eastman  Kodak 

14,446 

12.0 

158 

155 

Crestar  Financial 

9,740 

3.5 

49 

44 

BellSouth 

27,417 

4.6 

104 

115 

Dow  Chemical 

14,356 

17.3 

159 

165 

Houston  Industries 

9,728 

7.8 

50 

45 

SunTrust  Banks 

27,188 

3.9 

105 

116 

Home  Federal  S  &  L 

14,109 

16.8 

160 

166 

Dominion  Resources 

9,657 

8.0 

51 

37 

First  Bank  System 

26,850 

-4.2 

106 

102 

American  Electric 

14,011 

3.1 

161 

158 

Fireman's  Fund 

9,602 

4.6 

52 

■ 

Shawmut  National 

26,477 

6.9 

107 

113 

Texas  Utilities 

13,986 

13.5 

162 

199 

Provident  Life  &  Ace 

9,455 

26.6 

53 

49 

Amoco 

24,827 

4.7 

108 

142 

CrossLand  Savings 

13,775 

36.4 

163 

170 

General  Re 

9,438 

8.8 

54 

57 

CalFed 

24,583 

14.1 

109 

153 

US  Bancorp 

13,353 

40.7 

164 

184 

Digital  Equipment 

9,424 

18.3 

55 

■ 

Fleet/Norstar  Finl 

24,531 

7.5 

110 

108 

CSX 

13,231 

4.5 

165 

159 

Consolidated  Edison 

9,384 

-3.1 

56 

48 

Irving  Bank 

23,534 

-2.9 

111 

261 

Primerica 

13,217 

147.0 

166 

171 

CMS  Energy 

9,355 

8.4 

57 

70 

Xerox 

23,462 

17.8 

112 

90 

PaineWebber  Group 

12,956 

-17.5 

167 

161 

Northern  Trust 

9,326 

2.6 

58 

68 

Barnett  Banks 

23,451 

15.9 

113 

127 

Weyerhaeuser 

12,914 

15.6 

168 

168 

Long  Island  Lighting 

9,324 

5.4 

59 

59 

NBD  Bancorp 

23,354 

10.3 

114 

117 

Pinnacle  West 

12,908 

7.2 

169 

180 

Manufacturers  Natl 

9,077 

11.9 

60 

88 

Transamerica 

23,319 

44.1 

115 

110 

Southeast  Banking 

12,842 

3.0 

170 

163 

Society 

9,077 

0.2 

Not  on  500  list  in,1986. 
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( 
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(Smil) 

Zhang 
over 
1986 

% 

171 

181 

PepsiCo 

9,023 

12.4 

226 

244 

Safeco 

6,615 

14.4 

281 

294 

Motorola 

5,321 

13.6 

172 

191 

Huntington  Bcshs 

8,836 

14.5 

227 

219 

United  Telecom 

6,558 

2.8 

282 

281 

Amerada  Hess 

5,305 

8.0 

173 

177 

ICH 

8,715 

4.7 

228 

241 

Johnson  &  Johnson 

6,546 

11.4 

283 

268 

Honeywell 

5,285 

2.8 

174 

189 

International  Paper 

8,710 

11.0 

229 

350 

Lomas  &  Nettleton 

6,524 

67.9 

284 

262 

Commerce  Bcshs 

5,269 

-0.5 

175 

188  First  of  America  Bank 

8,680 

10.3 

230 

243 

Anheuser-Busch  Cos 

6,515 

11.7 

285 

364 

Monarch  Capital 

5,261 

38.6 

176 

183 

Texas  Air 

8,635 

7.9 

231 

235 

First  American 

6,494 

9.1 

286 

■ 

USAir  Group 

5,257 

144.8 

177 

202 

Chubb 

8,609 

19.1 

232 

249 

Old  Kent  Financial 

6,455 

15.6 

287 

297 

Eli  Lilly 

5,255 

14.3 

178 

193 

Rockwell  Intl 

8,600 

12.7 

233 

246 

Home  Group 

6,440 

13.4 

288 

247 

Centerre  Bancorp 

5,242 

-7.5 

179 

186 

McDonnell  Douglas 

8,536 

7.9 

234 

236 

Lockheed 

6,301 

6.0 

289 

270 

Greyhound 

5,180 

1.1 

180 

■ 

Standard  Fedl  Bank 

8,515 

12.0 

235 

226 

General  Public  Utils 

6,279 

3.2 

290 

442 

First  Empire  State 

5,177 

17.0| 

181 

179 

Duke  Power 

8,512 

3.5 

236 

232  Federated  Dept  Stores 

6,224 

4.0 

291 

231 

Texas  American  Bcsh 

5,170 

-13.6  ! 

182 

194 

BayBanks 

8,506 

11.5 

237 

343  Tele-Communications 

6,199 

208.9 

292 

269 

First  Kentucky  Natl 

5,132 

0.1 

183 

192 

Michigan  National 

8,481 

10.5 

238 

212 

Hospital  Corp 

6,183 

-9.0 

293 

338 

Wal-Mart  Stores 

5,132 

26.7 

184 

178 

Monsanto 

8,455 

2.2 

239 

223 

May  Dept  Stores 

6,181 

-0.5 

294 

288 

Deere 

5,113 

7.7 

185 

198 

AMR 

8,442 

12.1 

240 

228 

Champion  Intl 

6,103 

1.3 

295 

277 

First  Security 

5,074 

-0.1 

186 

195 

St  Paul  Cos 

8,399 

10.1 

241 

264 

Dayton  Hudson 

6,076 

15.0 

296 

266 

Texas  Eastern 

5,073 

-3.4 

187 

172 

Goodyear 

8,396 

-2.5 

242 

230 

California  First  Bank 

6,062 

1.1 

297 

322 

Equitable  Bancorp 

5,061 

19.0 

188 

211 

Meridian  Bancorp 

8,389 

23.3 

243 

251 

Western  S&L 

6,052 

9.1 

298 

351 

Sara  Lee 

5,042 

29.8 

189 

175 

Coca-Cola 

8,356 

-0.2 

244 

275 

Integrated  Resources 

6,050 

18.6 

299 

302 

General  Dynamics 

5,032 

10.51 

190 

169 

Allegis 

8,226 

-56 

245 

245 

Talman  Home  Fedl 

6,049 

6.0 

300 

402 

American  Family 

5,031 

52.3 1 

191 

224 

CenTrust  Savings 

8,187 

32.8 

246 

387 

Commercial  Federal 

5,999 

74.2 

301 

279 

Pacific  Enterprises 

5,027 

Oil 

192 

200 

Minn  Mining  &  Mfg 

8,031 

93 

247 

220 

Union  Electric 

5,958 

-5.8 

302 

296 

PPG  Industries 

4,988 

7.5I 

193 

190 

Coastal  Corp 

7,989 

2.7 

248 

274 

South  Trust 

5,924 

16.1 

303 

305 

Litton  Industries 

4,965 

10.71 

194 

187 

Ohio  Edison 

7,907 

0.1 

249 

258 

Illinois  Power 

5,923 

9.0 

304 

299  American  Continental 

4,950 

5.2| 

195 

197 

Union  Carbide 

7,892 

4.2 

250 

252 

Carteret  Bancorp 

5,906 

6.6 

305 

284 

First  Florida  Banks 

4,927 

1.7| 

l"(. 

419 

Southmark 

7,781 

17.2 

251 

271 

Georgia-Pacific 

--,  8  7Q 

14.8 

306 

291 

South  Carolina  Natl 

4,918 

3.8i 

197 

173 

Enron 

7,712 

-9.2 

252 

215 

TCF  Financial 

5,858 

-10.1 

307 

301 

Emerson  Electric 

4,911 

7.7l 

198 

■ 

Anchor  Savings  Bank 

7,674 

5.1 

253 

278 

Bancorp  Hawaii 

5,826 

15.1 

308 

309 

Benj  Franklin  S&L 

4,900 

11.  sfl 

199 

203 

Carolina  Power  &  Lt 

7,648 

6.1 

254 

240 

First  Pennsylvania 

5,804 

-1.4 

309 

319  Howard  Savings  Bank 

4,881 

13.71 

20(1 

208 

Baxter  Travenol 

7,638 

8.1 

255 

286 

Ryder  System 

5,771 

20.6 

310 

292 

IC  Industries 

4,871 

.u| 

201 

205 

Central  &  SouthWest 

7,619 

67 

ist 

250 

First  Tennessee  Natl 

5,762 

3.7 

311 

339 

James  River  Corp  Va 

4,861 

20.31 

202 

238  Dominion  Bankshares 

7,602 

28.4 

257 

276 

American  Capital 

5,753 

12.8 

312 

320 

Hibernia 

4,847 

13.  Ill 

203 

210 

Florida  Natl  Banks 

7,556 

9.9 

258 

253 

PacifiCorp 

5,726 

3.7 

313 

317 

Teledvne 

4,816 

11.91 

204 

237 

AmSouth  Bancorp 

7,527 

267 

259 

259 

Washington  Mutual 

5,708 

5.8 

314 

314 

Perpetual  Savings 

4,783 

IO.4I 

205 

209 

UNUM  Corp 

7,37() 

60 

260 

254 

LTV 

5,706 

3.8 

315 

295 

Bethlehem  Steel 

4,775 

2.4( 

206 

242 

Northeast  Savings 

7,368 

261 

273 

Merck 

5,680 

11.3 

316 

330 

Bristol-Myers 

4,732 

13.l| 

207 

233 

Atlantic  Financial 

7,355 

23.0 

262 

256 

First  Maryland  Bncp 

5,644 

2.9 

317 

33 1  American  Home  Prods 

4,608 

10.41 

208 

218 

Hewlett-Packard 

7,281 

13.9 

263 

229 

Marshall  &  llsley 

5,556 

-7.4 

318 

363 

Archer-Daniels 

4,585 

20. 7 1 

209 

207 

First  Wisconsin 

7,257 

2.3 

264 

255 

Homestead  Financial 

5,513 

0.4 

319 

367 

N'owestern  Natl  Life 

4,561 

21. ll 

210 

206 

Pennsylvania  I'M 

7,195 

0.8 

265 

260 

Contel 

5,513 

2.4 

320 

312 

First  Natl  Cincinnati 

4,533 

3.8  § 

211 

Reliance  Group 

7,180 

18  1 

266 

285 

United  Banks  of  Colo 

5,503 

13.8 

321 

311 

Baltimore  G&E 

4,510 

3.2l 

212 

217 

I  tincd  Financial 

7,147 

10.5 

267 

257 

Florida  Federal  S&L 

5,495 

0.5 

322 

335 

Pacific  First  Finl 

4,509 

tool 

213 

239 

Aon 

7,084 

200 

268 

287 

Kraft 

5,487 

15.5 

323 

325 

NY  State  E&G 

4,487 

6.21 

214 

234 

McDonald's 

6,982 

17  0 

269 

293 

Henley  Group 

5,483 

16.7 

324 

346 

Scott  Paper 

4,481 

I3.7I 

215 

204 

State  Street  Boston 

6,955 

-3.3 

270 

272 

Indiana  National 

5,459 

69 

325 

336 

WR  Grace 

4,474 

9.2| 

216 

■ 

LI  Rothschild 

125  9 

271 

248  Columbia  Gas  System 

5,427 

-2.9 

326 

337 

Kroger 

4  460 

9.4  | 

217 

267 

Pfizer 

6,923 

34  1 

272 

324 

Trustcorp 

5,411 

28.0 

327 

326 

SmithKline  Beckman 

4,446 

5.3 1 

218 

201 

Beneficial  Corp 

6,920 

-4.8 

273 

280 

Delta  Air  Lines 

5,403 

9.1 

328 

352 

First  Virginia  Banks 

4,433 

14.2  I 

221 

Caterpillar 

6,866 

9.2 

274 

303 

Banco  Popular  PR 

5,390 

18.9 

329 

353 

Old  Stone 

4,425 

14. ll 

220 

■ 

(  onaoUdatcd  Rail 

6,796 

0.3 

275 

310 

Kaufman  &  Broad 

5,385 

23.1 

330 

318 

Time  lnc 

4,424 

2.9  § 

Niagara  Mohawk  Pwr 

6,794 

-10.7 

276 

306 

Berkshire  Hathaway 

5,380 

21  1 

331 

323 

No  States  Power 

4,401 

3.6 1 

Riggs  National 

6,788 

8.5 

276 

265MCI  Communications 

5,380 

2.3 

332 

308 

First  Alabama  Bcshs 

4,391 

-Oil 

Mercantile  Bancorp 

6,766 

2.7 

278 

263 

Capital  Cities/ABC 

5,378 

3.6 

333 

356 

Abbott  Laboratories 

4,386 

13.5  1 

•  i    '  rilidea 

6,677 

92 

279 

298 

Marriott 

5,371 

17.3 

334 

347 

TRW 

4,378 

12.0| 

mast  Utilities 

6,627 

2  3 

280 

300  FinCorp  Santa  Barbara 

5,347 

17.3 

335 

328 

AmeriFirst  Bank 

4,350 

3.8  1 
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We  have  a  better  way  to  deal 
with  inclement  weather. 
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Our  weather  insurance  can't  protect  your  business  from  a  flood  like  Noah's,  but  we  can 
I  protect  you  from  financial  losses  due  to  rain  or  bad  weather,  weather  insurance  is  only  one  of  the 
|  specialized  kinds  of  insurance  available  from  Chubb's  Inland  Marine  underwriters. 

We're  experts  in  creating  insurance  that's  as  unique  as  what  it  insures.  We're  equally  ex- 
|  ^ett  when  it  comes  to  insuring  commonplace  risks.  Our  highly  trained  underwriters  have  the 
3  imagination  and  scope  to  tailor  insurance  for  risks  that  don't  lend  themselves  to  packaging. 

This  kind  of  specialized  individual  risk  underwriting  is  part  of  Chubb's   i — — ^— - ^i 
I  century-old  ocean  and  inland  marine  insurance  heritage.  A  tradition  of  excellence  / 

l  that  will  last  a  lot  longer  than  forty  days  and  forty  nights.  For  more  information  I  . 

I  write:  Chubb  Inland  Marine  Dept.,  Warren,  NJ  07060.  L 

E  1  Imbh  Group  of  Insurance  Companies  is  proud  ro  participate  in  "American  Playhouse!'  Watch  tor  it  on  PBS. 
"Noah's  Ark"  detail;  KJward  I  licks,  .irtisr.  IK4<v  Philadelphia  Museum  of  Art:  bequest  of  Lisa  Norris  Elkins. 


S\    A   T      SHERATON       LITTLE      THINGS      MEAN      A      LOT.     AT      SHERATON      L 


O 


O 


Nothing  Can 
Kill  A  Business 
Trip  Like  A  Dea 

Battery 


x  You  don't  hear  many  traveling  salesman  jokes  these  days. 

Business  trips  are  serious  business. 
^  \bu  have  to  deal  with  tight  schedules  and  bad  weather,  traffic 

and  fatigue. 
o  And  just  when  you  get  a  little  ahead  of  the  game,  something 

like  a  dead  battery  comes  along  to  kill  your  plans. 

<  After  50  years  in  the  hospitality  business,  Sheraton  under- 
z                            stands  the  pressures  people  travel  under. 

<  So  when  a  guest  at  Sheraton  couldn't  start  his  car  early  one 
5  morning,  we  didn't  give  him  the  number  of  the  nearest  service 
„,                            station. 

o  Our  own  hotel  maintenance  engineer  diagnosed  the  prob- 

f  lem,  jumped  the  battery,  and  got  the  guest  off  and  running  in 

x  minutes. 

It  was  just  a  little  thing,  but  our  employees  are  trained 
to  remember  that  when  it  comes  to  our  guests,  little  things 

mean  a  lot. 

i— 

So  when  you  stay  at  a  Sheraton,  you  can  expect  more  than 

good  value.  \bu  can  expect  an  extra  measure  of  personal  service 

0  and  consideration.  -  - 

Call  Sheraton  at  800-325-3535.  Or  call  your  ( S) 

travel  agent.  And  get  your  next  trip  off  Wli**r»£i  U  \\  l 

tO  a  better  Start.  The  hospitality  people  of 


>S1 


ITT 


Sj    AT      SHERATON      LITTLE       THINGS      MEAN      A      LOT.     AT      SHERATON      LI 


NGS      MEAN      A      LOT.    AT      SHERATON      LITTLE       THINGS      MEAN 


A  LOTiS) 


CO 

I 

m 

> 

—I 

o 

Z 


Z 

o 


> 

z 


I 

m 

TO 
> 

—I 

o 

z 


z 
o 

to 


> 

z 
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fSTj  AT    SHERATON     LITTLE     THINGS     MEAN     A    LOT     •     AT     SHERATON     LITTLE  ££>i 

l             For  Reservations  At  These  : 

;    And  Other  Fine  Sheraton  Hotels  Call  * 

i        800-325-3535  \ 

:            Or  CallYourTravel  Agent  \ 

JT       Sheraton  Spring  Best  Value  Rates*  per  room,  per  night.  MASSACHUSETTS                                     wkdys/wknds  "• 

Rates  subject  to  advance  reservations  With  the  Family  Plan,  up  ^shTraton  Boston  Hotel  &Towers  (Main) 5,25.00/99.00  Z. 

<  to  two  children  17  or  under  stay  free  in  adults  room  when  no  (Towers)             s18500/15000 
additional  bedding  is  required  — i 

Z            ,»,T„r,,»,iTrnmTrc  MISSOURI  I 

<  IN  THE  UNITED  STATES  St  Louls  ± 

uj        ALASKA                                                                 Wkdys/Wknds  Sheraton  St.  Louis  Hotel    $59.00(EveiyDay)  Z 

•rr        Anchorage  r\ 

Sheraton  .Anchorage  Hotel                                    .  s74.50(EwryDay)  NEWJEKSEY 

^        ARI70IS1A  East  Rutherford  °° 

*ruz.uiN/\  Sheraton  Meadowlands  Hotel   $  105.00/85.00  ? 

u        Tucson  s. 

Z            Sheraton  Tucson  El  Conquistador  NEW  YORK  m 

Golf  and  Tennis  Resort                                     s  125.00/ 100.00  Newark  > 

I        CALIFORNIA  St  Regis  Sheraton  Hotel** s  185.00/ 140.00  Z 

i-        longfV  The  Sheraton  Centre  Hotel&  Towers  (Main) s  125.00/ 109.00 

Sheraton  Long  Beach  (Towers). ..  .5200.00/175.00  > 

-  ai  Shoreline  Square                               (Opening  August  1988)  Sheraton  City  Squire                               « 120.00  104.00  r~ 

h-        I  os  Angeles  Sheraton  Park  Avenue** ' s  165.00/ 135.00  O 

•""            Sheraton  Grande  Hotel                                        s120.00/9500  north  tardi  ina  ~* 

Sheraton  Plaza  U,  Rein,*                                       S79.00/59.00  Greenltoro 

Sheraton  ai  Redondo  Beach                                 SSP'79  °°  Sheraton  Greensboro  Hotel  S75.00/59.00  > 

Z             Sheraton  L  tmersal  Hotel                                          ^85  00it«i%  iiav-i  > 

0  San  Diego/Harbor  Island  PENNSYLVANIA  -1 
,_          Sheraton  Grand  on  Harbor  Island®                    s92  OOiiAvryftiy)  Philadelphia  is> 

<  Sheraton  Harbor  Islam  I*                                       s92.00(E«r.  Sheraton  Society  Hill                                             s124.00/99.00  x 
<*        COLORADO  TENNESSEE 

IX'"u'r  Nashville  ^ 

1  c,SheSSr«S^Ai,POn®                                     S59<M,  Sheraton  Mus.c  City  Hotel*                                    S81. 00/69.00  > 
^       Steamboat  Springs  y  -h 

Sheraton  Steamboat  TEXAS  O 

*~              Resort  &  Conference  Centst                           s5900iia.-    >.  Dallas  ■? 

<  CONNECTICUT  Sheraton  Dallas  Hotel  &  Towers  (Main  1                     s89.00  55.00 
Hartford  (Towers)               s10900/79.00  ^ 

y.           Sheraton  Hartford  Hotel  Sheraton  Park  Central  Hotel  &  Towers  (Main)          s89.00/55.O0 

O       Stamford  (Towers)    .  s  125  00/89.00 

_,           Sheraton  Stamford  Hotel  &Tbwers  (Main)              ^85.00/55.00  VIRGINIA  <- 

flowers)            i"""1  Richmond  m 

<  DISTRICT  OF  COLUMBIA  h<  ,.   t.  t son  Sheraton  Hotel s85.00/70.00  _ 

z           rhe  Sheraton  Grand  on  Capitol  Mill                     *MO.00/95.00  ,,,.clJT.,rTn.l  t 

rf           Sheraton  Washington  Hotel                                  ki.iki  74.00  WASHINGTON 

uj        rLunlun  Seattle  Sheraton  Hotels  Towers  (Mum                    s99. 00,  77.50  ^ 

5        ^'ll.''l>'ui  (Towers)               s139.00/99.00  O 

Sheraton  BalHarboui  INrAN.n.  „, 

^       lacksonville  in  Canada 

O          Sheraton  at  St  |ohns  Place                                 s78.00/58.00  NOVA  SCOTIA  ^ 

Z       Orlando  Halilax  m 

_           Sheraton  World  Reson  Halilax  Sheraton                                     |CS*£i  S90.00<6«yDay)  > 

X       Palm  Coast  ■? 

_          Sheraton  Palm  Coast  Reson                               *>5  00  80  00  ONTARIO 

II  I  INOIS  Toronto  > 

The  Sheraton  Centre  Hotel  &1bwers  (Main)  126.00/104.00 

-  Ml00  fRMers).      s166.oo/,44.00  Q 

-  WUHANA  SSf 

_        Neworteans  Le  Centre  Sheraton  Hotel  &  Towers  (Main)         ■'      M05.00/99.00 

aton  New  Orleans  Hotel                             S92.00,.^  flowers)       .  .si  30.00/ 124.00  > 
Z        MARYLAND 

O       Balomon  JOIN  sheraton  club  international 

n  Inner  Harbor  Hotd                                      *95.00  rh6WSrtliSnmie««ding$Miecd$lition and awartl  program       /Z-^S, 

<  Rx  further  .lewis  call  800-247-CLUB.  I  ^>  J  -1 
ac  88  The  Shenuon  Corporation                                               ^*^  m 

ii(<- lur  ihml  adull  ifB^®  jq 

-  llmnigh  t^rl     Iv       I      C  \  11.    t*     '• 

The  hospitality  people  of  q 

r.iion  T|  I  ||  ■  I  -7 

SHFRATON     IITTLI      1HINGS     MEAN     A     LOT     •     AT     SHERATON     LITTLE  i^^S) 


The  Forbes  Assets  500 

Rank 
987  1986 

Company 

Change 
over 
Assets     1986 
(Smil)        % 

Rank 
1987  1986 

Company 

Change 
over 
Assets     1986 
(Smil)        % 

Rank 
1987  1986 

Company 

Change 
over 
Assets     1986 
(Smil)        % 

336 

290 

Premier  Bancorp 

4,349 

-8.3 

391 

438 

Society  for  Savings 

3,558 

20.7 

446 

404 

Zions  Bancorporation 

3,021 

-H4 

337 

377 

Ethyl 

4,326 

20.4 

392 

417  United  Missouri  Bcsh 

3,550 

10.8 

447 

446 

Centel 

3,014 

4.4 

338 

368 

Reynolds  Metals 

4,314 

16.3 

393 

406 

Puget  Sound  Bancorp 

3,543 

7.8 

448 

■ 

Fortune  Financial 

2,990 

23.8 

339 

283 

Commercial  Credit 

4,306 

-11.5 

394 

■ 

Gt  Northern  Nekoosa 

3,539 

70.4 

449 

■ 

American  S&L  Fla 

2,988 

14.4 

340 

327 

Allegheny  Power 

4,304 

2.5 

395 

478 

MCA 

3,535 

33.0 

450 

475 

Firestone 

2,936 

9.9 

341 

321 

Transco  Energy 

4,29" 

0.9 

396 

389 

Moore  Financial 

3,519 

3.2 

451 

443 

Public  Service  Colo 

2,934 

0.5 

342 

332  Central  Fidelity  Banks 

4,287 

3.6 

397 

396 

Gannett 

3,510 

4.3 

452 

■ 

ConAgra 

2,928 

41.0 

343 

399 

Texas  Instruments 

4,256 

27.6 

398 

403  Farm  &  Home  Savings 

3,495 

5.9 

453 

464 

Mead 

2,917 

7.2 

344 

360 

Coca-Cola  Enterpr 

4,250 

11.5 

399 

444 

Hercules 

3,492 

19.8 

454 

■ 

San  Francisco  Fedl 

2,912 

24.1 

345 

334 

Torchmark 

4,241 

2.9 

400 

421 

City  National 

3,485 

10.9 

455 

■ 

Harcourt  Brace 

2,909 

20.5 

346 

344 

Pillsbury 

4,235 

6.4 

401 

418 

Farmers  Group 

3,462 

8.3 

456 

479 

Dauphin  Deposit 

2,905 

9.4 

347 

315 

NWA 

4,219 

-2.4 

402 

348 

Williams  Cos 

3,441 

-12.0 

457 

■  Independence  Bancorp 

2,903 

18.3 

348 

349 

Merchants  National 

4,200 

7.6 

403 

384 

Boise  Cascade 

3,375 

-4.5 

458 

462 

Union  Camp 

2,897 

5.3 

349 

340 

Duquesne  Light 

4,191 

3.8 

404 

422 

Union  National 

3,375 

7.5 

459 

459 

Wilmington  Trust 

2,891 

4.1 

350 

342 

NCR 

4,187 

4.3 

405 

458 

Waste  Management 

3,351 

19.9 

460 

471 

First  Columbia  Finl 

2,872 

11.0 

351 

379 

Borden 

4,157 

16.1 

406 

420 

Potomac  Electric 

3,345 

5.6 

461 

469 

Apple  Bank 

2.S67 

6.2 

352 

354 

American  Natl  Ins 

4,145 

7.0 

40^ 

411 

Deposit  Guaranty 

3.340 

3.0 

462 

■ 

Masco 

2,850 

28.0 

353 

397 

Bank  South 

4,136 

23.2 

408 

429 

Mercantile  Bkshs 

3,329 

9.0 

463 

466 

Geico 

2,846 

4.8 

354 

378 

Florida  Progress 

4,132 

15.1 

409 

477 

Valley  Federal  S&L 

3,325 

24.9 

464 

■ 

Temple-Inland 

2,838 

5.5 

355 

371 

American  Cyanamid 

4,129 

12.6 

410 

401 

National  Medical 

3,321 

0.3 

465 

■ 

St  Paul  Bancorp 

2,822 

17.8 

356 

■ 

Seamen's 

4,124 

24.4 

411 

425 

Dun  &  Bradstreet 

3,317 

6.4 

466 

461 

Public  Service  NM 

2,815 

2.1 

357 

381 

Raytheon 

4,062 

14.2 

412 

439 

Campbell  Soup 

3,309 

12.5 

46" 

465 

Wang  Laboratories 

2,808 

3.4 

358 

366 

Ashland  Oil 

4,058 

7.7 

413 

394 

Pennzoil 

3,305 

-1.9 

468 

494 

Dana 

2,802 

11.0 

359 

358 

American  Savings 

4,053 

5.7 

414 

412 

Enserch 

3,300 

2.1 

469 

482 

Old  Republic  Intl 

2,798 

6.4 

360 

386 

Fifth  Third  Bancorp 

4,051 

16.0 

415 

452 

FW  Woolworth 

3,299 

15.8 

470 

398 

National  Bcshs  Texas 

2,797 

-16.3 

361 

329 

Wickes  Cos 

4,039 

-3.5 

416 

436 

Humana 

3,296 

11.1 

471 

■ 

Martin  Marietta 

2,794 

13.1 

362 

486 

PHH  Group 

3,993 

54.2 

417 

423Rochester  Community 

3,272 

4,3 

4"2 

■ 

Federal  Express 

2,788 

23.2 

363 

361 

New  England  Electric 

3,989 

4.7 

418 

400 

Halliburton 

3,271 

-1.8 

473 

491 

Armco 

2,787 

10.2 

364 

407 

Branch  Corp 

3,984 

21.4 

419 

424 

Utah  Power  &  Light 

3,269 

4.6 

474 

■ 

Squibb 

2,782 

15.5 

365 

307 

AMAX 

3,969 

-9.8 

420 

372 

CPC  International 

3,261 

-10.7 

475 

447 

Quaker  Oats 

2,779 

-3.8 

366 

359 

Consol  Natural  Gas 

3,947 

3.2 

421 

413 

Pennbancorp 

3,228 

-0.1 

476 

481 

Air  Prods  &  Chems 

2,778 

5.2 

367 

376 

First  Hawaiian 

3,943 

9.2 

422 

453 

Colgate-Palmolive 

3,228 

13.4 

477 

■ 

Greater  NY  Savings 

2,776 

20.7 

368 

■ 

Viacom 

3,937 

92.9 

423 

390 

Cullen/Frost  Bankers 

3,182 

-6.7 

478 

448 

Whitney  Holding 

2,775 

-3.9 

369 

392 

CBS 

3,910 

16.0 

424 

435 

Schering-Plough 

3,180 

5.9 

479 

500 

BanPonce 

2,772 

11.4 

370 

415 

Warner  Comm 

3,897 

20.9 

425 

■ 

Southwest  Gas 

3,179 

23.0 

480 

493 

So  N  England  Telcom 

2,769 

9.6 

371 

362 

Jefferson-Pilot 

3,890 

2.2 

426 

■ 

Downey  S&L  Assn 

3,177 

28.8 

481 

497 

First  Capital 

2,767 

10.3 

372 

369 

Kimberly-Clark 

3,886 

5.7 

427 

■ 

Freeport-McMoRan 

3,155 

17.6 

482 

487 

Tribune 

2,758 

6.5 

373 

370 

USLife 

3,880 

5.8 

428 

463 

Natl  Community  Bk 

3,153 

14.7 

483 

496 

Manville 

2,753 

9.5 

374 

382 

Horizon  Bancorp 

3,875 

9.1 

429 

■ 

Equimark 

3,140 

266 

484 

490 

Gillette 

2,731 

7.5 

375 

365 

Central  Bancshares 

3,874 

2.6 

430 

472 

Great  Lakes  Bancorp 

3,139 

16.6 

485 

■ 

Alms  Bank 

2,730 

7.7 

376 

395 

Walt  Disney 

3,832 

13.8 

431 

427 

Dresser  Industries 

3,139 

1.8 

486 

■ 

Combustion  Eng 

2,704 

25.1 

377 

341 

Ralston  Purina 

3,832 

-4.9 

432 

470 

Northrop 

3,124 

15.7 

487 

■ 

Boston  Edison 

2,703 

13.0 

378 

408 

Citadel  Holding 

3,819 

16.7 

433 

441 

Times  Mirror 

3,122 

6.6 

488 

489 

Scana 

2,702 

4.9 

379 

345 

Nipsco  Industries 

3,817 

-3.2 

434 

430 

First  Citizens 

3,116 

2.8 

489 

468 

Kansas  City  P&L 

2,691 

-0.4 

380 

391 

Cooper  Industries 

3.800 

11.8 

435 

405 

Sonat 

3,115 

-5.3 

490 

■ 

Ohio  Casualty 

2,682 

8.4 

381 

432 

Triangle  Industries 

3,772 

24.6 

436 

428 

Cincinnati  G&E 

3,082 

0.5 

491 

■ 

Kellogg 

2,681 

28.6 

382 

357 

American  Medical 

3,765 

-2.5 

437 

426 

Kerr-McGee 

3,071 

-0.6 

492 

■ 

Union  Planters 

2,6-2 

21.6 

383 

393 

Trans  World  Airlines 

3,753 

11.4 

438 

456 

Northeast  Bancorp 

3,056 

8.2 

493 

455 

Colorado  Natl  Bkshs 

2,671 

-5.6 

384 

373 

First  Commerce 

3,744 

2.6 

439 

■ 

Comdisco 

3,054 

78.6 

494 

■ 

Corning  Glass  Works 

2,659 

12.6 

385 

410 

HJ  Heinz 

3,733 

14.2 

440 

434 

Panhandle  Eastern 

3,045 

0.7 

495 

■ 

Summit  Bancorp 

2,653 

11.2 

386 

374 

American  Stores 

3,705 

1.6 

441 

476 

Upjohn 

3.043 

14.2 

496 

■ 

Valley  Bancorp 

2,653 

19.2 

387 

380 

Western  Capital  Inv 

3,607 

1.2 

442 

460 

Wisconsin  Energy 

3,036 

9.3 

497 

492 

Inland  Steel  Inds 

2,651 

4.9 

388 

414 

San  Diego  G&E 

3,601 

11.6 

443 

282 

DCNY  Corp 

3,029 

-37.8 

498 

467 

Public  Service  NH 

2,639 

-2.5 

389 

431 

Far  West  Financial 

3,578 

22.3 

444 

433 

Eaton 

3,026 

0.0 

4Q9 

485 

Control  Data 

2,639 

1.7 

390 

409 

Sumitomo  Bank  Cal 

3,576 

9.3 

445 

■ 

Baltimore  Bancorp 

3,021 

24.6 

500 

■ 

First  Bncp  of  Ohio 

2,638 

6.5 

■  Not  on  500  list  inJ986 
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lie  Forbes  Market  Value  500 


5 

<J 

MARKET 

VALUE  | 

\ 

1 

Despite  the  October  crash,  the 
combined  market  value  of  the 
500  largest  U.S.  corporations 
fell  just  0.6%  last  year. 


After  all  the  fuss  in  Oc- 
tober, the  market  value 
of  America's  largest 
companies  at  year-end 
1987  was  $1.8  trillion, 
just  0.6%  below  its  aggregate  value 
12  months  before. 

Still,  the  October  debacle  had 
considerable  impact  in  other  ways. 
Some  companies  with  excess  cash 
rushed  into  the  market  to  buy  in  their  own  shares  at 
bargain  prices.  Exxon,  tor  example,  spent  $2.6  billion  for 
its  buyback  program.  By  the  end  ot  the  year,  hundreds  of 
companies  from  Atlantic  Richfield  to  Zayre  had  begun 
ambitious  repurchase  plans. 

Citicorp  demonstrated  remarkable  timing — good  for 
Citicorp,  bad  tor  investors — in  issuing  20  million  shares 
one  month  betore  the  crash.  (That  was  followed  by  a  2-for- 
1  split  in  November,  making  the  total  offering  40  million.) 
I  his  was  the  then-largest  secondary  offering  in  U.S.  histo- 
ry. The  largest  initial  public  offering  took  place  last  year 
when  the  federal  government  sold  Conrail  to  the  public 


Rank 
1987    1986 

Company 

Change 
Market     over 
value       1986 
($mil)         % 

1 

IBM 

68,960    -5.2 

2          2 

Exxon 

52,574      4.5 

3         3 

General  Electric 

39,843       1.6 

4          4 

Ameri 

can  Tel  &  Tel 

28,989      8.2 

5         5 

G 

eneral  Motors 

24,625'  -2.8 

after  Norfolk  Southern  withdrew' 
its  bid.  Conrail 's  $1.9  billion  capi-; 
talization  places  it  252nd. 

IBM  leads  all  U.S  corporations  in! 
market  capitalization  for  the  sixth! 
consecutive  year,  even  though  its! 
market  value  fell  5.2%,  to  $69  bil-| 
lion.  Among  the  top  500  companies,! 
Salomon  shows  the  biggest  drop-off,  I 
a  decline  of  55.8%.  Former  Wall! 
Street  favorites  Charming  Shoppes  and  Petrie  Stores  failed!' 
to  make  this  year's  minimum  $824  million  market  value.* 
Also  gone  is  First  Boston,  ranked  355th  last  year,  as  are  j 
troubled  Subaru,  Texas  Air,  Gap  and  Lilco.  All  in  all,  64  of  I 
last  year's  companies  are  not  found  in  this  year's  500. 

In  Wall  Street's  endless  search  for  the  next  Xerox  ori 
Polaroid,  tiny  Oracle  Systems,  a  Belmont,  Calif. -based  I 
software  company,  placed  487th  among  the  top  500  U.S.  I 
companies  by  year-end  1987  market  value.  With  a  capital- 1 
ization  of  $858  million  and  sales  of  $187  million,  this  firm  I 
had  a  1987  price-to-sales  ratio  of  4.6.  A  heady  PSR,  indeed,  I 
even  for  a  computer  company. 


Winners 

The 

largest  increase  in  market  value 

Rank 

1986 

Company 

Market 
value 
[Smil] 

Change 
over 
1986 

% 

185 

■ 

Computer  Associates 

2,520 

2695 

254 

■ 

i  omp.  i  (  omputer 

1,892 

263.4 

410 

■ 

Bethlehem  Steel 

1,078 

231.1 

180 

■ 

Ki'vnolds  Motals 

2,566 

191.5 

■ 

Oracle  Syttemi 

858 

187.0 

s 

in  1986      'Includes  Class  E  and  H 

stock 

Losers 

The  largest  decrease 

in 

market  value 

Rank 
1987            1986 

Companv 

Market 
value 

(Smil) 

Change 
over 
1986 

% 

177                7i 

Salomon 

2,581 

-55.8 

497              285 

Tyson  Foods 

826 

-52.6 

395              228 

BankAmerica 

1,124 

-50.4 

147                64 

Limited 

3,266 

-45.5 

370            231 

Primerica 

1,233 

-45.2 
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Rank 
'87  1986 

Change 
Market     over 
value      1986 
Company         ($mil)       % 

Rank 

1987  1986 

Change 
Market     over 
value      1986 
Company        ($mil)       % 

Rank 
1987  1986 

Change 
Market     over 
value      1986 
Company         ($mil)       % 

6 

6 

EI  du  Pont 

20,868      3.5 

61 

66 

Monsanto 

6,150      3.5 

116 

130 

Kimberly-Clark 

4,009      9.2 

7 

9 

Merck 

20,816    23.2 

62 

47 

ITT 

6,045  -19.9 

117 

132 

Toys  "R"  Us 

4,002     11.8 

8 

8 

Philip  Morris  Cos 

20,202     18.2 

63 

62 

SmithKline  Beckman 

6,032    -0.3 

118 

108 

Dominion  Resources 

3,972    -4.5 

9 

15 

Ford  Motor 

18,558    26.6 

64 

81 

JC  Penney 

6,012     11.2 

119 

133 

Sara  Lee 

3,867      8.1 

10 

10 

Amoco 

17,777      6.5 

65 

69 

K  mart 

5,952       1.7 

120 

111 

FPL  Group 

3,722    -9.5 

11 

7 

BellSouth 

17,335    -5.6 

66 

50 

Citicorp 

5,890  -19.3 

121 

155 

CBS 

3,711     24.2 

12 

17 

Digital  Equipment 

17,247    26.8 

67 

76 

Tenneco 

5,845      4.0 

122 

131 

American  Cyanamid 

3,705      3.5 

13 

33 

Dow  Chemical 

17,044    52.3 

68 

54 

Commonwealth  Ed 

5,802  -15.5 

123 

171 

Marion  Laboratories 

3,673    30.0 

14 

11 

Mobil 

16,094    -1.9 

69 

57 

Union  Pacific 

5,675  -13.2 

124 

101 

PPG  Industries 

3,673  -15.6 

15 

13 

Eastman  Kodak 

15,880      2.5 

70 

68 

Xerox 

5,668    -3.3 

125 

152 

Archer-Daniels 

3,660    21.4 

16 

34 

Hewlett-Packard 

14,770    37.4 

71 

45 

Boeing 

5,634  -29.0 

126 

98 

Marsh  &  McLennan 

3,656-18.6 

17 

20 

Wal-Mart  Stores 

14,686     11.9 

72 

73 

Upjohn 

5,612    -3.6 

127 

135 

Borden 

3,646      5.6 

18 

19 

Minn  Mining  &  Mfg 

14,645      9.9 

73 

103 

Capital  Cities/ ABC 

5,587    29.2 

128 

104 

Philadelphia  Electric 

3,642  -14.9 

19 

22 

Procter  &  Gamble 

14,451     12.3 

74 

107 

Baxter  Travenol 

5,468    31.3 

129 

114 

Georgia-Pacific 

3,613    -9.0 

20 

16 

Coca-Cola 

14,196    -2.3 

75 

74 

General  Re 

5,467    -4.2 

130 

128 

Campbell  Soup 

3,608    -2.5 

21 

12 

Chevron 

13,556-12.7 

76 

70 

Sun  Company 

5,442    -7.0 

131 

232Tele-Communi  cations 

3,572    59.8 

22 

21 

Nynex 

12,946    -0.4 

77 

109 

NCR 

5,313    28.1 

132 

100 

Travelers 

3,564  -19.9 

23 

31 

Johnson  &  Johnson 

12,886     13.6 

78 

93 

Schering-Plough 

5,260     13.9 

133 

126 

Marriott 

3,564    -5.9 

24 

18 

Bell  Atlantic 

12,876    -4.1 

79 

88 

Weyerhaeuser 

5,259      6.7 

134 

134 

Teledyne 

3,547      0.5 

25 

14 

Sears,  Roebuck 

12,680-15.3 

80 

58 

Rockwell  Intl 

5,231  -18.3 

135 

115 

Houston  Industries 

3,530-11.0 

26 

35 

Atlantic  Richfield 

12,260     15.1 

81 

199 

Apple  Computer 

5,215  105.2 

136 

197 

IC  Industries 

3,525    36.5 

27 

27 

Bristol-Myers 

11,973       1.3 

82 

96  Occidental  Petroleum 

5,208     15.0 

137 

194 

Automatic  Data 

3,493    34.3 

28 

24 

Ameritech 

11,619    -7.8 

83 

60 

Aetna  Life  &  Cas 

5,141  -19.0 

138 

173 

Warner  Comm 

3,485    24.2 

29 

23 

GTE 

11,516-10.3 

84 

85 

HJ  Heinz 

5,127    -3.1 

139 

102 

Cigna 

3,435  -20.6 

30 

29 

Pacific  Telesis 

11,372    -0.8 

85 

90 

Loews 

5,091       8.1 

140 

113 

Goodyear 

3,419-15.9 

31 

25 

RJR  Nabisco 

11,131    -9.7 

86 

84 

American  Electric 

5,080    -4.6 

141 

142 

Berkshire  Hathaway 

3,384      4.6 

32 

36 

Abbott  Laboratories 

10,940      4.8 

87 

120 

AMP 

5,027    28.7 

142 

145 

Quaker  Oats 

3,326      5.3 

33 

37 

Eli  Lilly 

10,871       5.3 

88 

129 

Unisys 

5,017    35.9 

143 

139 

Genentech 

3,307       1.1 

34 

30 American  Home  Prods 

10,565    -7.3 

89 

83 

Norfolk  Southern 

4,936    -7.4 

144 

147 

Unocal 

3,293      6.3 

35 

32 

Southwestern  Bell 

10,328    -8.0 

90 

79 

Pub  Svc  Enterprise 

4,903    -9.7 

145 

164 

Champion  Intl 

3,287     13.5 

36 

40 

American  Intl  Group 

9,806    -1.7 

91 

91 

American  Brands 

4,899      4.9 

146 

170 

Gillette 

3,273    15.7 

37 

52 

Anheuser-Busch  Cos 

9,779    39.2 

92 

82 

Chrysler 

4,885    -8.6 

147 

64 

Limited 

3,266  -45.5 

38 

26 

American  Express 

9,626-21.0 

93 

77 

Consolidated  Edison 

4,757-14.8 

148 

137 

CPC  International 

3,232    -1.2 

39 

38 

US  West 

9,488    -7.5 

94 

105 

Time  Inc 

4,753     12.6 

149 

186 

Phillips  Petroleum 

3,197     19.2 

40 

42 

Texaco 

9,046      4.1 

95 

119 

International  Paper 

4,709    19.9 

150 

229 

Tribune 

3,128    38.6 

41 

55 

PepsiCo 

8,691     28.4 

96 

118 

Burlington  Northern 

4,672    18.9 

151 

159 

Ohio  Edison 

3,067      5.0 

42 

65 

Waste  Management 

8,455    41.4 

97 

106 

Warner-Lambert 

4,630     10.0 

152 

183 

Consol  Natural  Gas 

3,028     12.2 

43 

43 

Dun  &  Bradstreet 

8,322      4.0 

98 

112 

Times  Mirror 

4,612     12.7 

153 

160 

Pillsbury 

3,007      3.0 

44 

46 

McDonald's 

8,310      7.9 

99 

99 

CSX 

4,527      0.9 

154 

166 

Pacific  Enterprises 

2,958      2.4 

45; 

61 

Emerson  Electric 

7,951    30.7 

100 

87 

Raytheon 

4,510    -9.5 

155 

122  Federated  Dept  Stores 

2,947-24.1 

46 

78 

USX 

7,875    41.3 

101 

210 

Intel 

4,461     80.4 

156 

123 

Tandy 

2,944  -23.0 

47 

75 

Walt  Disney 

7,839    39.0 

102 

63 

United  Technologies 

4,418  -26.4 

157 

175 

Pennzoil 

2,929      5.5 

48 

39 

Pfizer 

7,669  -23.8 

103 

86 

Ralston  Purina 

4,406  -15.9 

158 

172 

Pitney  Bowes 

2,921      3.5 

49 

92 

Santa  Fe  Southern 

7,175    54.3 

104 

124 

General  Mills 

4,392     15.5 

159 

373 

Microsoft 

2,888  130.3 

50 

44 

Westinghouse 

7,141  -10.1 

105 

151 

Texas  Instruments 

4,383    45.1 

160 

158 

Melville 

2,881    -1.6 

51 

48  Southern  Calif  Edison 

6,622    -9.9 

106 

80 

May  Dept  Stores 

4,377-19.3 

161 

127 

Dow  Jones 

2,877  -23.8 

52 

51 

Southern  Company 

6,610    -8.6 

107 

94 

Duke  Power 

4,341    -5.2 

162 

168 

Union  Carbide 

2,876      0.1 

53 

49 

JP  Morgan 

6,530-11.1 

108 

53 

Allied-Signal 

4,236  -39.5 

163 

125 

Masco 

2,867  -24.5 

54 

59 

Kellogg 

6,463       1.1 

109 

121 

Gulf  &  Western 

4,207      8.0 

164 

207 

TRW 

2,842     14.2 

55 

95 

Motorola 

6,432    40.8 

110 

259 

Food  Lion 

4,142  110.7 

165 

141  Central  &  South  West 

2,797  -13.9 

56 

72 

Gannett 

6,337      8.8 

111 

138 

Browning-Ferris  Inds 

4,133    26.4 

166 

250 

Cooper  Industries 

2,778    38.7 

57 

41 

Pacific  G&E 

6,310  -29.3 

112 

156 

Alcoa 

4,120    39.7 

167 

187 

Security  Pacific 

2,776      3.5 

58 

116 

Caterpillar 

6,288    58.6 

113 

97 

Texas  Utilities 

4,115    -8.5 

168 

188 

Farmers  Group 

2,752      3.0 

59 

67 

Squibb 

6,285      6.5 

114 

89 

American  General 

4,114-12.7 

169 

225 

Genuine  Parts 

2,713     18.8 

60 

56 

Kraft 

6,182    -7.4 

115 

193 

Allegis 

4,053    54.6 

170 

169 

Colgate-Palmolive 

2,693    -5.9 

- 
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arker :  The  Autr 

for  Vital  I 


Next  time  you  see  an  exciting  new  car,  you 
can  be  sure  there's  more  to  it  than  a  sleek  design. 

Virtually  every  domestic  and  foreign  car 
relies  on  Parker  for  fluid  systems  and  com- 
ponents that  provide  efficient  operation  and 
long,  dependable  operating  life. 

And  the  reason  is  simple.  Parker  is  a  highly 
competitive,  worldwide  producer,  with  the  abil- 
ity to  furnish  vital  technologies  to  the  world's 
automakers. 

Hidden  within  today's  auto- 
mobile is  an  array  of  Parker 
components  and  systems  that 
help  the  car  perform  smoothly, 
quietly,  comfortably,  and  more 
reliably. 

Included  is  the  remarkable 
Parker-developed  gerotor . . . 
a  positive  displacement  fuel 
and  lubrication  unit  of  simple 
two-element  construction: 
an  inner  and  an  outer  rotor. 


Then  there  are  Parker  filters,  hoses, 
fittings,  and  clamps.  Gaskets,  seals,  packiri 
and  O-  rings.  Air-conditioning  and  heating 
system  components.  Gas,  oil,  and  radiator 
caps.  And  a  broad  range    i^^—  of  flasher 

mirrors,  a 
wipers. 

From  a 

functional 

standpoint, 

Parker's  vital 

technologies  are 

applied  in 

automotive  safe 

air-conditioning 

heating,  cooling,  f 

air,  steering,  and 

lubrication  systems. 


Parker  components  and  systems ; 

also  an  integral  part  of  the  vital 

technology  for  automated  producti 

machinery  in  automotive  factories 

around  the  world. 


fiakers'  Source 
hnologies 


Sometimes  bigger  is 
letter. 

There's  a  new  purchasing  approach  among 
utomakers  today.  At  one  time,  automotive 
'arts  were  purchased  from  many  suppliers, 
low  astute  automotive  buying  teams  prefer 
/orking  with  just  a  few  major  qualified 
endors. 

That's  why  most  automotive  business  is 
eing  awarded  to  large,  proficient  suppliers 
ke  Parker.  It  takes  capabilities  such  as  ours  to 
atisfy  the  industry's  demand  for  broad,  top- 
uality  product  lines  at  competitive  prices,  and 
>n-time  delivery  in  large  volume. 

\  solid  foundation. 

Parker  is  well  positioned  to  serve  the 

utomotive  industry.  We  have  the  financial, 

ngineering,  manufacturing,  and  marketing 

Strengths.  We  have  the  quality  assurance  pro- 

j«  rams,  advanced  information  systems,  world- 

i 


-ide  distribution  network,  and  outstanding 
ackup  services. 

Parker  supplies  both  the  automotive 
riginal  equipment  manufacturer  and  the 
laintenance/repair  markest. 

Parker  is  also  a  major  supplier  of 
lotion-control  components  and  systems  for 
he  production  machines  and  robots  used  in 
utomotive  factories  around  the  world. 

Set  to  know  Parker. 

Automotive  products  are  only  part  of  the 
'arker  story. 

A  large  measure  of  Parker's  ability  to  serve 
tie  automotive  industry  stems  from  our  long 
xperience  in  providing  other  industries  with  a 


ftj 


broad  range  of  motion-control  components 
and  systems. .  .hydraulic,  pneumatic,  elec- 
tronic, and  electromechanical. 

We  provide  vital  technology  to  several 
other  worldwide  markets  including:  Industrial, 
Aerospace,  Marine,  Refrigeration/Air- 
Conditioning,  and  Biomedical. 

Our  325  product  lines  include  100,000 
items  for  more  than  1,200  SICs.  In  the  field  of 
motion  control,  no  single  company  offers  a 
product  line  as  broad  or  as  deep. 

Automakers  have  become  more  demanding 
about  quality  standards  for  vendor's  supplies. 
Parker  product  divisions  have  received 
numerous  quality  awards,  including  the 
Ford  Motor  Company 
Q1  Preferred  Quality 
Supplier  Award,  and 
General  Motors'  Spear  1 
Award. 


For  more  information  about  Parker  and  its 
vital  technologies,  request  our  annual  report. 
Obtain  your  copy  by  writing  Parker  Hannifin 
Corporation,  Dept.  FB-6,  17325  Euclid 
Avenue,  Cleveland,  Ohio  44112-1290. 


Parker 


Vital  technologies  for  today  and  tomorrow. 


The  Forbes  Market  Value  500 


Rank 
1987  1986 

Change 
Market     over 
value      1986 
Company         ($mil)       % 

Rank 
1987  1986 

Change 
Market     over 
value      1986 
Company         (Smil)        % 

Rank 
1987  1986 

Chan, 
Market     ovei 
value      198( 
Company         (Smil)        % 

171 

149 

Carolina  Power  &  Lt 

2,692 

-13.0 

226 

273 

St  Paul  Cos 

2,130 

14.4 

281 

297 

Hilton  Hotels 

1,738 

3.' 

172 

279 

MCI  Comm 

2,681 

50.5 

227 

291 

Mead 

2,127 

24.4 

282 

387 

Freeport-McMoRan 

1,726 

41J 

173 

201 

Student  Loan 

2,610 

3.5 

228 

216 

Rohm  &  Haas 

2,110 

-12.3 

283 

276 

Ashland  Oil 

1,722 

-5.' 

174 

198 

Halliburton 

2,606 

1.0 

229 

213 

Corning  Glass  Works 

2,106 

-13.8 

284 

384 

Homestake  Mining 

1,715 

39.t 

175 

206 

Union  Camp 

2,601 

3.9 

230 

■ 

Himont 

2,102 

NA 

285 

254 

Maytag 

1,711 

-14.] 

176 

316 

Tandem  Computers 

2,593 

70.8 

231 

143 

Federal  Express 

2,095 

-35.2 

286 

354 

Illinois  Tool  Works 

1,709 

28.f 

177 

71 

Salomon 

2,581 

-55.8 

232 

195 

Ryder  System 

2,082 

-19.6 

287 

328  Bank  of  New  England 

1,703 

17.- 

178 

224 

Scott  Paper 

2,577 

12.8 

233 

317 

Dover 

2,075 

37.5 

288 

331 

Albertson's 

1,693 

17j 

179 

208 

Hospital  Corp 

2,566 

3.2 

234 

146 

AMR 

2,073 

-34.2 

289 

299 

Barnett  Banks 

1,691 

2.1 

180 

■ 

Reynolds  Metals 

2,566 

191.5 

235 

154 

Deluxe  Check 

2,073 

-31.0 

290 

247 

Lincoln  National 

1,689 

-17.; 

181 

288  Gt  Northern  Nekoosa 

2,550 

48.3 

236 

223 

Potomac  Electric 

2,066 

-10.0 

291 

185 

Middle  South  Utils 

1,688 

-37.: 

182 

161 

New  York  Times 

2,542 

-12.7 

237 

162 

General  Dynamics 

2,044 

-29.7 

292 

204 

Whirlpool 

1,688  -^32.6 

183 

244 

PNC  Financial 

2,532 

22.8 

238 

257 

Amerada  Hess 

2,042 

3.5 

293 

340 

Intl  Flavors  &  Frags 

1,678 

19.' 

184 

217 

RR  Donnelley 

2,528 

5.9 

239 

248 

WR  Grace 

2,019 

-1.1 

294 

258 

Florida  Progress 

1,672 

-15.1 

185 

■ 

Computer  Associates 

2,520  269.5 

240 

205 

Textron 

2,016 

-19.7 

295 

397 

Parker-Hannifin 

1,666 

43.1 

186 

163 

MCA 

2,509 

-13.7 

241 

249 

Becton  Dickinson 

2,001 

-0.4 

296 

242 

VF 

1,665 

-20.: 

187 

202 

United  Telecom 

2,476 

-1.5 

242 

332 

Sovran  Financial 

1,996 

40.2 

297 

268 

San  Diego  G&E 

1,662 

-12.1 

188 

180 

Pennsylvania  P&L 

2,474 

-9.0 

243 

236 

Eaton 

1,994 

-7.5 

298 

405 

Weis  Markets 

1,634 

44.5 

189 

144 

Bankers  Trust  NY 

2,453 

-22.8 

244 

252 

Coca-Cola  Enterpr 

1,992 

-0.2 

299 

372 

WW  Grainger 

1,628 

29.5 

190 

251 

Washington  Post 

2,402 

20.0 

245 

265 

ConAgra 

1,977 

4.0 

300 

237 

HF  Ahmanson 

1,625 

-24.C 

191 

153 

Fedl  Natl  Mortgage 

2,401 

-20.1 

246 

378 

Affiliated  Pubs 

1,969 

58.9 

301 

262 

Illinois  Power 

1,620 

-ISC 

192 

227 

Pinnacle  West 

2,389 

5.1 

247 

215 

Detroit  Edison 

1,963 

-18.9 

302 

■ 

Carnival  Cruise  Lines 

1,617 

NA 

193 

271 

Newmont  Mining 

2,373 

26.7 

248 

203 

Kroger 

1,945 

-22.6 

303 

440 

Raychem 

1,607 

55.2 

194 

110 

Dayton  Hudson 

2,370-42  7 

249 

494 

AMAX 

1,935 

1153 

304 

295 

Nordstrom 

1,606 

-5.C 

195 

312 

Deere 

2,365 

52.3 

250 

174 

lames  River  Corp  Va 

1,928 

-30.9 

305 

306 

Price  Co 

1,606 

0  .  • 

l''(, 

196 

SunTrust  Banks 

2,364 

-8.5 

251 

230 

Allegheny  Power 

1,912 

-15.1 

306 

■ 

Baker  Hughes 

1,603 

NA 

197 

243 

Banc  One 

2,360 

13.4 

252 

■ 

Consolidated  Rail 

1,903 

NA 

307 

307 

Utah  Power  &  Light 

1,584 

-0.8 

198 

178 

Continental  Corp 

2,350 

-14.2 

253 

241 

Gt  Western  Financial 

1,900 

-9.4 

308 

400 

H&R  Block 

1,570 

36.C 

199 

190 

Baltimore  G&E 

2,328 

-12.6 

254 

■ 

Compaq  Computer 

1,892  263.4 

309 

238 

Niagara  Mohawk  Pwr 

1,547 

-27.3 

20(1 

177 

McGraw-Hill 

2,327 

-15.7 

255 

255 

Walgreen 

1,891 

-5.0 

310 

303 

Centel 

1,545 

-4.5 

201 

148 

Fort  Howard 

2,327 

-24.9 

256 

283 

Morton  Thiokol 

1,883 

7.4 

311 

401 

NBD  Bancorp 

1,543 

33.8 

202 

165 

McDonnell  Douglas 

2,304 

-20.3 

257 

272 

Humana 

1,880 

0.9 

312 

290 

American  Stores 

1,537 

-10.2! 

203 

176 

Hercules 

2,293 

-17.3 

258 

270 

Wang  Laboratories 

1,874 

-0.1 

313 

256 

USG 

1,504 

-24.C 

204 

184 

Honeywell 

2,291 

-15.1 

259 

278 

Sail-to 

1,863 

3.2 

314 

294 

Torchmark 

1,498 

-11.5 

205 

117 

Merrill  Lynch 

2,291 

-42.0 

260 

167 

Chase  Manhattan 

1,858 

-35.5 

315 

284 

Wisconsin  Energy 

1,498 

-14.5 

206 

157 

Union  Electric 

2,285 

-22.2 

261 

324 

Dresser  Industries 

1,858 

26.8 

316 

348 

Clorox 

1,497 

10.7 

207 

189 

Knighi-Ridder 

2,282 

-14.4 

262 

235 

No  States  Power 

1,853 

-14.1 

317 

■ 

Shawmut  National 

1,497 

-14.1 

208 

222 

Chubb 

2,269 

-1.5 

263 

402 

Amdahl 

1,845 

61.0 

318 

336  Armstrong  World  Inds 

1,491 

5.1 

209 

150 

Centerior  Energy 

2,269 

-26.2 

264 

286 

Boise  Cascade 

1,841 

5.7 

319 

245 

Perm  Central 

1,490 

-27.7 

210 

179 

Wi-IU  |jri;o 

2,269 

-16.7 

265 

410 

Ingersoll-Rand 

1,836 

64.2 

320 

388 

Rite  Aid 

1,488 

22.2 

211 

234 

Contel 

2,267 

4.2 

2(.(. 

264 

Litton  Industries 

1,835 

-3.9 

321 

379 

UST 

1,487 

2(1  1 

212 

322 

LIN  Broadcasting 

2,266 

53.5 

267 

282 

Enron 

1,833 

4.5 

322 

221 

Fireman's  Fund 

1,487  -^6.1 

213 

218 

rransamerica 

2,252 

-5.1 

268 

269 

Avon  Products 

1,833 

-2.8 

323 

287 

Aon 

1,479 

-14.8 

214 

214 

PacifiCorp 

2,239 

-8.0 

269 

280 

Rubbermaid 

1,827 

2.8 

324 

293 

Bank  of  Boston 

1,467 

-13.5 

215 

219 

1  ilnl 

2,235 

-56 

270 

260 

First  Wachovia 

1,816 

-7.0 

325 

246 

Polaroid 

1,463 

20  0 

2K. 

253 

Air  Prods  &  Chems 

2,228 

117 

2?1 

209 

Henley  Group 

1,816 

-26.7 

326 

479 

Stone  Container 

1,462 

57.7 

239 

Martin  Marietta 

2,222 

4.7 

272 

■    J 

VlcCaw  Cellular  Com 

1,807 

NA 

327 

289 

NCNB 

1,458  - 

-14.9 

218 

200 

FW  Woolworth 

2,222 

-12  1 

273 

220 

Delta  Air  Lines 

1,806 

-22.7 

328 

456 

USAir  Group 

1,457 

47.4 

182 

USF&G 

2,214 

-18.3 

274 

263  Columbia  Gas  System 

1,800 

-6.5 

329 

432 

Snap-on  Tools 

1,449 

37.1 

llershey  Foods 

2,210 

-0.5 

2'5 

281 

Westvaco 

1,796 

17 

330 

465 

Macmillan 

1,449 

49.5 

'hi-ast  Utilities 

2,201 

-165 

276 

267 

Winn-Dixie  Stores 

1,794 

-5.2 

331 

■ 

Phelps  Dodge 

1,446 

156.5 

Cray  Research 

2,176 

-11.1 

277 

302 

Gdco 

1,790 

8.7 

332 

350 

Square  D 

1,445 

7.6 

.iiiii  Chemical 

2,156 

65.1 

278 

335 

General  Public  Utils 

1,784 

25.4 

333 

274 

Liz  Claiborne 

1,438- 

-22.3 

I  ..i  kheed 

2,154-34.5 

279 

212 

First  Interstate  Bncp 

1,780 

-27.2 

334 

■ 

Great  A&P  Tea 

1,430 

59.9 

I  nion 

2,153 

-19.0 

280 

347 

Kerr-McGee 

1,749 

28.6 

335 

326 

Citizens  &  Southern 

1,407 

?.3 

illable 
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%  1988  Riken  America.  Inc. 


_ 
: 


Only  one  tire 
can  make  this  statement. 


a 


a 


Before  you  buy  another  set  of  tires, 
consider  this:  Riken's  new  Classic  STX-70 
Radialsareso  long-wearing, 
they  are  backed  by  the 
strongest  wa  rra  nty  f  rom  a  ny 
tire  manufacturer. 

Equipped  with  two  full- 
width  steel  tread  belts, 
protected  by  two  nylon  tread 
cap  plies,  Riken  Classic 
-  STX-70  Radials  feature  an 
all-season  tread  design  engineered  for 
superior  traction  and  handling.  Available 

'Pro-rata  adjustment  coverage  beyond  free  replacement  wear  levels. 


Classic 


for  all  types  of  passenger  cars,  import 
or  domestic. "H" speed  rated  and  320- 
300/A/A-UTQG  rated. 

In  short,  Riken  Classic  STX-70 
Radials  have  it  all:  state-of-the-art  design 
and  construction  to  deliver  maximum 
radial  tire  driving  performance. 

If  you're  ready  for 
the  strongest  warranty 
any  tire  manufacturer 
offers,  you're  ready  for 
Riken.  So  visit  a  Riken 
dealer  today. 


TM 

RIKEN 


ARE  YOU  READY  FOR  RIKEN 


For  more  information  or  the  dealer  nearest  you,  call  toll-free  1-800-635-7500. 


-  -  - 


Gulfstream  IV. 


As  your  company  plans 
for  ways  to  be  more 
competitive  and  more 
productive  in  the  1990s 
look  into  this  amazing 
business  airplane. 

i 


I 


The  Gulfstream  IV  could  be  one  of  the  most  prudent  invest- 
nents  you  make  in  the  means  to  accomplish  your  corporate 
)bjectives,  especially  if  your  opportunities  are  global  in  scope. 

No  other  business  aircraft  can  bring  as  many  of  the  world's 
enters  of  industry,  finance  and  government  closer  in  time  for 
/ou,  or  fly  as  many  of  your  people  farther  faster. 

No  other  business  aircraft  surpasses  the  degree  of  conveni- 
ence it  offers  to  enable  you  and  your  key  decision  makers  to 
)ptimize  time  and  energies  while  traveling. 

In  terms  of  its  own  productivity,  no  other  business  aircraft 
even  approaches  its  levels  of  performance  and  systems  tech- 
lology.  And  it  is  the  only  business  aircraft  with  a  new  generation 
)f  engines  also  chosen  to  power  airliners. 

Many  of  the  world's  major  corporations  and  governments 
lave  already  recognized  the  advantages  of  owning  and  operat- 
ng  this  extraordinary  airplane  for  the  balance  of  this  century 
ind  well  into  the  next. 

More  of  them  will  place  more  Gulfstream  IVs  in  service 
)efore  the  end  of  this  decade  than  any  other  new  long-range 
)usiness  aircraft. 

How  do  you  decide  if  your  organization  should  do  the  same? 

The  procedure  is  simple. 

Let  us  help  you  evaluate  your  needs  for  air  travel,  determine 
low  the  Gulfstream  IV  can  satisfy  those  needs,  and  develop  a 
lefinitive  proposal  for  you  to  consider.  We  can  even  arrange  to 
lemonstrate  the  capabilities  of  the  Gulfstream  IV  to  you  and 
/our  key  executives  on  an  actual  business  trip  you  have  to  take 
;omewhere  in  the  world. 

If,  in  light  of  your  own  forward  thinking,  you  find  this  line 
)f  thought  provocative,  call  Herbert  B.  Franck,  Vice  President, 
Gulfstream  Domestic  Marketing,  (912)  964-3274. 

(He  will  see  that  you  get  more  to  think  about,    ^m 
Gulfstream 
y4erospace 

julfstream  Aerospace  Corporation.  FO.  Box  2206.  Savannah.  Georgia  31402  U.S.A.  a chryslir  company 

julfsiream  Marketing  U.S.  Regional  Offices  are  Northeast  (2031 677-7666:  Midwest  (312)  571-6606: 
.lid-Atlantic/Southeast  (9121  964-3283:  Southwest  1713)  987-7300;  and  Western  (213)  420  5059. 


The  Forbes  Market  Value  500 


Rank 
1987  1986 

Change 
Market     over 
value      1986 
Company         (Smil)        % 

Rank 

1987  1986 

Change 
Market     over 
value      1986 
Company        (Smil)       % 

Rank 

1987  1986 

—  • 

Chang  j 
Market     over 
value      1986 
Company        (Smil)       % 

336 

301 

So  N  England  Telcom 

1,397-15.3 

391 

44^ 

Combustion  Eng 

1,137     11.1 

446       ■ 

Pioneer  Hi-Bred  Intl 

1,001      4.5 1 

337 

468 

Intergraph 

1,395    45.5 

392 

362 

Brown-Form  an 

1,131  -12.8 

447     445 

Crown  Cork  &  Seal 

999    -2.7! 

338 

466 

Wm  Wrigley  Jr 

1,392    43.9 

393 

391 

Cincinnati  G&E 

1,131    -5.5 

448     431 

CR  Bard 

994    -6.01 

339 

261 

Household  Intl 

1,387  -28.4 

394 

333 

American  Standard 

1,130-20.6 

449     356 

Portland  General 

980  -26.0 

340 

311 

Dana 

1,387-10.9 

395 

228 

BankAmerica 

1,124-50.4 

450       ■ 

Armco 

978  178.6  | 

341 

357 

Vulcan  Materials 

1,367      3.8 

396 

327 

Panhandle  Eastern 

1,116-23.3 

451       ■ 

Jefferson  Smurfit 

976    33.3 

342 

337 

Mercantile  Stores 

1,363    -3.4 

397 

421 

Stanley  Works 

1,109      2.2 

452     430 

DPL 

975    -7.9 

343 

■ 

Lotus  Development 

1,351     85.6 

398 

441 

Willamette  Inds 

1,105      6.8 

453       ■ 

United  Artists 

968    33.7 

344 

296 

National  Medical 

1,351  -19.7 

399 

414 

Commerce  Clearing 

1,105      0.6 

454     338 

Viacom 

967-31.1 

345 

342 

Temple-Inland 

1,335    -4.0 

400 

472 

Black  &  Decker 

1,104     16.8 

455     366  Southwestern  Pub  Svc 

967  -23.8 

346 

277 

Super  Valu  Stores 

1,335-26.1 

401 

344 

CMS  Energy 

1,100-20.0 

456     386 

Greyhound 

963-21.3 

347 

305 

Republic  New  York 

1,329-17.3 

402 

■ 

Sigma-Aldrich 

1,096     18.2 

457     464 

Pall 

962    -0.7 

348 

319 

General  Cinema 

1,325-12.0 

403 

■ 

Comcast 

1,096    66.3 

458     370 

Mapco 

961  -23.8 

349 

339 

CoreStates  Financial 

1,316    -6\ 

404 

353 

McKesson 

1,094-18.0 

459       ■ 

Norton 

960    25.5 

350 

321 

Brunswick 

1,316-12.3 

405 

411 

Norwest 

1,094    -2.0 

460       ■ 

Alltel 

956    114 

351 

424 

Nalco  Chemical 

1,297    20.6 

406 

368 

Alexander  &  Baldwin 

1,089-13.7 

461        ■ 

United  Jersey  Banks 

951    23.8 

352 

451 

Em  hart 

1,295    29.5 

407 

■ 

Trinova 

1,088    52.7 

462       ■   Great  Lakes  Chemical 

939    73.8 

353 

365 

General  Signal 

1,291       1.7 

408 

■ 

Ogden 

1,086    40.7 

463     429 

Commercial  Credit 

938-11.4 

354 

462 

Natl  Semiconductor 

1,290    32.8 

409 

487 

Fluor 

1,084     18.9 

464       ■ 

Alco  Standard 

938      9.6 

355 

343 

Roadway  Services 

1,287    -7.2 

410 

■ 

Bethlehem  Steel 

1,078  231.1 

465       ■ 

Kelly  Services 

936    19.3 

356 

376 

Lubrizol 

1,281       2.4 

411 

■ 

Citizens  Utilities 

1,077      4.1 

466     491 

Hillenbrand  Inds 

936      3.3 

357 

304 

Morgan  Stanley 

1,274-21.1 

412 

■ 

Safety-Kleen 

1,077    49.3 

467       ■ 

Avery  International 

934    13.6 

358 

313 

Capital  Holding 

1,274-17.8 

413 

497 

Bowater 

1,073     19.8 

468     474 

Molex 

931    -1.0 

359 

■ 

Midlantic 

1,261     54.9 

414 

■ 

Valhi 

1,071      NA 

469       ■ 

Sonoco  Products 

930    11.7 

360 

361 

TECO  Energy 

1,261     -3.1 

415 

407 

Navistar  Intl 

1,069    -5.0 

470     460 

Rouse 

930    -5.0 

iol 

334 

Tucson  Electric 

1,260-11 .5 

416 

310 

First  Chicago 

1,068-31.9 

471      422 

Johnson  Controls 

929 -14.1  | 

362 

■  Intl  Minerals  &  Chem 

1,254     73.6 

417 

■ 

Louisiana  Land 

1,066    25.6 

472     436 

Sonat 

929-11.7 

363 

314 

New  England  Electric 

1,253-17.7 

418 

389 

Sherwin-Williams 

1,066-12.5 

473       ■ 

Home  Depot 

924    82.2  J 

364 

360 

GAF 

1,247    -4.4 

419 

458 

Public  Service  Colo 

1,062      8.1 

474       ■ 

Olin 

924      5.3 1 

365 

457 

IMS  International 

1,244     26.4 

420 

325 

NWA 

1,059-27.3 

475       ■ 

EG&G 

922    19.0 

366 

439 

Anadarko  Petroleum 

1,242     19.6 

421 

266 

Mfrs  Hanover 

1,055  -44.4 

476     420 

Control  Data 

902-17.2 

367 

330 

First  Bank  System 

1,241  -14.3 

422 

403 

Perkin-Elmer 

1,054    -8.0 

477       ■ 

Engelhard 

898     17.5! 

368 

423 

Medtronic 

1,240     15.0 

423 

412 

Service  Corp  Intl 

1,047    -5.6 

478        ■ 

Williams  Cos 

887    11.0] 

369 

309 

Oklahoma  G&E 

1,238-21  2 

424 

■ 

Giant  Food 

1,047    39.5 

479        ■ 

Circus  Circus 

886    31.4 

370 

231 

Primerica 

1,233-45.2 

425 

416 

National  Service 

1,047    -4.6 

480        ■ 

Koppers 

885      3.8 

371 

409 

Consolidated  Papers 

1,226      9.3 

426 

500 

Millipore 

1,047     17.8 

481        ■ 

Cabot 

880      5.5 

372 

352 

Sysco 

1,224    -8.4 

427 

415 

Arkla 

1,043    -5.0 

482       ■ 

Masco  Industries 

878      4.9 

373 

■ 

Premier  Industrial 

1,218    41.7 

428 

399 

Consol  Freightways 

1,042-10.1 

483       ■ 

Progressive 

877       1.0 

374 

■ 

Asarco 

1,212  152.8 

429 

346 

lefferson-Pilot 

1,038  -23.8 

484      490 

Castle  &  Cook 

876    -3.4 

375 

383 

Tambrands 

1,207    -1.6 

430 

381 

Harris  Corp 

1,032-16.5 

485     351 

UNUM  Corp 

863  -35.8 

rt 

375 

National  City 

1,198    -4.3 

431 

395 

Bausch  &  Lomb 

1,029-12.6 

486       ■ 

Noxell 

859      2.0  j 

377 

382 

Reebok  International 

1,196    -3.2 

432 

■ 

MNC  Financial 

1,029    -7.9 

487       ■ 

Oracle  Systems 

858  187.01 

378 

275 

Northrop 

1,194  -34.7 

433 

364 

American  Medical 

1,026  -19.9 

488     396 

Bank  of  New  York 

852  -26.9 

379 

318 

Kemper 

1,194-20.9 

434 

406 

Louisiana-Pacific 

1,025    -9.2 

489       ■ 

Timken 

846    55.2 

380 

■ 

HjuIi  Mountain  Gold 

1,183    48.7 

435 

■ 

Media  General 

1,023    70.8 

490     485 

Avnet 

845    -7.8 

381 

486 

Community  Psych 

1.182    290 

436 

■ 

General  Instrument 

1,023    67.8 

491      374 

Bear  Stearns  Cos 

844  -32.7 

382 

437 

Inurco 

1,182     12.4 

437 

■ 

Paccar 

1,022    22.0 

492       ■ 

Nucor 

840    30.4 

383 

428 

Coastal  Corp 

1.174     10.2 

438 

385 

Dreyfus 

1,021  -16.7 

493       ■ 

United  Cable  TV 

837    35.1 

384 

ii  New  York 

1,173  -44.6 

439 

455 

BF  Goodrich 

1,018      3.0 

494       ■ 

FlightSafety  Intl 

834    65.7 

Mate  E&G 

1.163-31.4 

440 

446 

Lucky  Stores 

1,018    -0.5 

495       ■ 

US  Bancorp 

829    21.1 

it  .osvstems 

1,153    53.3 

441 

■ 

Inland  Steel  Inds 

1,011     79.6 

496       ■  Rollins  Environmental 

828      5.2 

V  jnj 

1,148-22  2 

442 

426 

Puget  Sound  P&L 

1,006    -6.3 

497     285 

Tyson  Foods 

826-52.6 

intern 

1,147-20  8 

443 

481 

Enserch 

1,006      8.8 

498        ■ 

Ball  Corp 

825       1.6 

1  WC 

1,144    -1.3 

444 

417 

Prime  Motor  Inns 

1,005    -8.2 

499     496 

Duquesne  Light 

824    -8.1 

unity 

1,144       9.4 

445 

J  25 

Firestone 

1,002    -6.7 

500       ■ 

Hubbell 

824      6.5 

vailable 
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iFor  what  you  pay  at  a  Hyatt,  Sheraton  or 
Marriott,  you  could  be  IivingThe  Suite  Life! 


Embassy  Suites®  hotels  give 
you  so  much  more  that 
Fortune  Magazine  has  named 
us  #1  in  service  over  all  the 
competition.  And  when  you 
try  us  yourself,  you'll  see  why 
For  the  price  of  a  single  room 
at  a  Sheraton,  Marriott  or 
Hyatt,  we  give  you: 

A  spacious  two-room  suite 

complete  with  luxurious 
living  room  with  work  area 
and  a  private  bedroom. 

Wet  bar  with  refrigerator. 

Two  telephones  and  two  TVs. 

Free  cooked-to-order 

breakfast  served  every 
morning  in  our  beautiful 
atrium. 

Free  cocktails'*"  for  two  hours 
every  evening. 

And  you  get  it  all  at  over  80 
locations  nationwide. 


EMBASSY 

QUITEQ 

^HOTELSM 

1-800-EMBASSY 

You  don't  have  to  be  a  fat  cat 
to  enjoy  The  Suite  Life.sm 


Ask  about  our  special 
weekend  rates. 

+ Subject  to  state  and  local  laws. 
GARFIELD:  ©  1978  United  Feature  Syndicate,  Inc. 


e  Forbes  500s-Jobs  and  Productivity 


Productivity  gains  continued  for  the  largest 
corporations.  Sales  per  employee  rose  7.5%, 
and  profits  per  employee  increased  4.2%. 
Meanwhile,  the  median  employee  count  was 
down  0.9%  and  assets  per  employee  fell  1.6%. 


This  industry-by-industry  report  ranks  all  796  Forbes 
500s  corporations  by  profits  per  employee  and  by  sales 
and  assets  per  employee  as  well. 
This  year  industry  group  medians  are  reported  instead  of 
averages.  In  the  automotive  industry,  for  example,  Ford  out- 
distances General  Motors  in  profits  per  employee.  Each  of 
Ford's  350,300  employees  accounts  for  more  than  $13,200  of 
profits,  whereas  each  of  GM's  813,000  employees  earns  the 
company  $4,400.  For  the  Forbes  500s  companies  in  this 
industry,  the  median  profit  per  employee  is  $7,500. 

Most  firms  are  grouped  according  to  the  first  industry  listed 
in  the  address  tables,  which  begin  on  page  302.  For  example, 
AMAX,  the  only  coal  company  to  earn  a  500s  ranking,  is  in  an 
expanded  domestic  oil,  gas  and  coal  energy  group. 


The  biggest  employers 

Of  the  five  largest  U.S.  corporate  employers,  Ford  and 
General  Motors  sharply  reduced  their  employee  levels. 

Rank 
1987           1986 

Company 

Employees 
(000) 

Change       >- 
over 
1986 

1                   1 

General  Motors 

813.0 

-7.2%       ' 

2                  2 

Sears,  Robuck 

493.2 

3.7 

3                  3 

IBM 

396.4 

-2.0 

4                  4 

Ford  Motor 

350.3 

-8.4 

5                  6 

General  Electric 

330.5 

1.5 

Rank 


-Per  employee  ($000)- 


Company       Profits        Sales  (rank)  Assets  (rank) 


Employees 

(000) 


Rank 


Company      Profits 


-Per  employee  ($000)- 


—   Employee; 
Sales  (rank)  Assets  (rank)       (000) 


AEROSPACE  &  DEFENSE 


GenCorp     <  <  5 


14.0 


78.0      (81 


14.2 


General  Electric      6.4 


119.0     (3)      117.8     (1)       330.5 


Rockwell  Intl       5.7 


100.6     (7)        72.5     (9)        118.7 


Loral       5.4 


96.4     (9)      114.4     (2) 


12.9 


Allied-Signal       4  / 


88.0  (14)        81.0     (6)        126.3 


Colt  Industries        4   < 


93.8   |10|        58.3   |16) 


17.5 


Lockheed      4.3 


115.4     (4)        64.2  (14) 


98.1 


8         General  Dynamics      4  2 


88.7  (13)        47.8  (18)        105.4 


Harris  Corp       3  6 


81.7  ( 18)        67.0  (12) 


25.5 


10 


Boeing      3.5 


112.8     (6)       92.3     (4) 


136.1 


11 


Martin  Marietta      3.3 


73.8  (19)       39.9  (19) 


70.0 


12 


Honeywell       1  1 


85.1    (17)       67.3  (10) 


78.5 


n 


IRW      3  1 


87.2  (15)        56.0  (17) 


78.2 


13     United  Technologies      3  1 


89.5   (12)        62.2  <  15)        191.8 


15       McDonnell  Douglas      2.9 


120.6     |2|        78.3     (7) 


1090 


16 


Litton  Industries      2.8 


86.3  (16)       90.5     (5) 


54.9 


17 


Sundstrand       2.3 


90.4   (11)        98.0     (3) 


15.1 


Northrop      2.0  127.4     |1| 


65.8  |13| 


47.5 


(.rumman      0.0 


99.1      (81        67.2  (111 


33.6 


1.5 


93.8 


67.3 


.:  ■ 


99.6     (8)      174.5     (1) 


30.1 


\U<.  1316     (4)      130.6     (3) 


63.0 


3 

Delta  Air  Lines 

4.4 

120.8 

(6) 

102.7 

|8| 

52.6 

4 

Federal  Express 

3.7 

76.1 

19) 

60.3 

(9) 

46.3 

5 

AMR 

3.3 

120.6 

17) 

141.4 

(2) 

59.7 

6 

NWA 

3.1 

153.2 

(2) 

125.7 

(41 

33.6 

7 

Trans  World  Airlines 

1.5 

135.6 

13) 

125.4 

(5) 

29.9 

8 

Texas  Air 

-6.8 

122.8 

(5) 

125.1 

(6) 

69.0 

9 

Pan  Am 

-12.3 

166.1 

(1) 

108.1 

17) 

21.6 

Industry  medians 

3.3 

122.8 

125.4 

AUTOMOTIVE-ALTO  PARTS 

1 

Snap-on  Tools 

13  1 

111.3 

(4) 

90.8 

(3) 

6.8 

2 

Genuine  Parts 

10.4 

182.3 

(1) 

71.8 

17) 

14.3 

3 

PPG  Industries 

in: 

140.8 

12) 

135.5 

ID 

36.8 

4 

Goodyear 

6.7 

86.4 

(8) 

73.2 

(6) 

114.7 

5 

Dana 

3.9 

111.2 

(5) 

75.2 

15) 

37.3 

6 

lohnson  Controls 

3.6 

104.3 

16) 

64.2 

18! 

26.9 

7 

Masco  Industries 

3.1 

101.4 

17) 

123.6 

(2) 

14.5 

8 

Firestone 

2.0 

73.7 

191 

54.1 

(9) 

54.3 

9 

Cummins  Engine 

0.6 

115.5 

13) 

84.3 

(4) 

24.0 

Industry  medians 

3.9 

111.2 

75.2 

AUTOMOT1VE-AUTOS  &  TRUCKS 

1 

Ford  Motor 

13.2 

208.8 

15) 

174.4 

(2| 

350.3 

2 

Paccar 

12.0 

259.2 

(2) 

139.0 

(4) 

9.4 

3 

Navistar  Intl 

11.8 

243.8 

(3) 

129.9 

151 

15.0 

4 

Chrysler 

10.5 

214.1 

(41 

162.4 

(3) 

122.7 
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J 


I 


ank 


Company      Profits 


-Per  employee  ($000)- 


—    Employees 
Sales  (rank)  Assets  (rank)       (000) 


Rank 


-Per  employee  ($000)- 


Company      Profits        Sales  (rank)  Assets  (rank) 


Employees 
(000) 


5  Fleetwood  Enterprises 

4.6 

138.1 

(7) 

50.2 

(8) 

10.0 

6 

General  Motors 

4.4 

125.2 

(8) 

107.3 

(6) 

813.0 

7 

Mack  Trucks 

0.4 

181.9 

(6] 

99.0 

(7) 

10.2 

8 

Subaru  of  America  - 

-51.2 

1655.1 

(11 

629.1 

ID 

1.1 

Industry  medians 

7.5 

211.4 

134.4 

BANKS-MULTINATIONAL 

1 

IP  Morgan  &  Co 

5.5 

451.8 

(2) 

4986.0 

(1) 

15.1 

2 

Bank  of  Boston 

1.0 

212.4 

(9) 

1697.3  (10) 

20.1 

3 

Bankers  Trust  NY 

0.1 

487.3 

(U 

4838.7 

(2) 

11.7 

4 

Citicorp  - 

-12.8 

308.3 

(4) 

2281.3 

18) 

89.3 

5 

BankAmerica  - 

-14.9 

152.4  ( 

HI 

1450.9  (11) 

64.0 

6 

Irving  Bank  - 

-18.8 

210.3  ( 

10] 

2284.8 

(7) 

10.3 

_      7 

Chase  Manhattan  - 

-19.9 

239.1 

(8) 

2206.2 

19) 

44.9 

8 

Chemical  New  York  - 

-32.8 

254.3 

17) 

3000.1 

(5) 

26.1 

9 

Mfrs  Hanover  -38.4 

261.0 

(6) 

2467.9 

(6) 

29.7 

10 

First  Chicago -41.8 

310.7 

(3) 

3235.2 

(4) 

13.7 

11 

Continental  Illinois  -63.8 

291.9 

(5) 

3391.4 

(3) 

9.6 

Industry  medians  - 

-18.8 

261.0 

2467.9 

_  .BANKS-THRIFT  INSTITUTIONS 

_      1 

Columbia  S&L  Assn  131.4 

1354.2 

(H 

12373.7 

(1) 

0.9 

_      2 

Golden  West  Finl 

56.5 

474.2(12) 

4778.7 

(14) 

2.7 

_      3 

Standard  Fedl  Bank 

41.0 

582.8 

(4) 

6143.4 

(6) 

1.4 

_      4 

Seamen's 

40.7 

801.0 

13) 

8984.9 

13) 

0.5 

.  .    5 

Citadel  Holding 

34.5 

441.7 

14) 

4966.8 

(12) 

0.8 

-      6CrossLand  Savings  FSB 

32.7 

343.6 

27) 

4498.6 

119) 

3.1 

7 

Downey  S&L  Assn 

31.0 

247.8 

50) 

2963.7 

142) 

1.1 

-       8 

Far  West  Financial 

29.1 

493.3 

101 

4770.4 

(15) 

0.8 

9  Farm  &  Home  Savings 

27.5 

419.1 

15) 

4888.3 

(13) 

0.7 

_     10 

Coast  S&L  Assn 

26.5 

485.1 

111 

5551.3 

(11) 

2.2 

_     11 

St  Paul  Bancorp 

26.1 

315.2 

34| 

3641.1 

126) 

0.8 

_     12 

Homestead  Financial 

25.8 

533.4 

(7) 

5760.6 

18) 

1.0 

_     13 

Home  Federal  S&L 

25.7 

321.9 

33) 

3612.2 

(28) 

3.9 

_     14 

Washington  Mutual 

25.5 

330.4 

31) 

3436.2 

(32) 

1.7 

-     15 

Society  for  Savings 

24.6 

302.5 

37) 

2928.1 

(45) 

1.2 

.  ." 

CalFed 

24.5 

365.2 

23) 

3614.0 

(27) 

6.8 

17 

Gt  Am  First  Savings 

24.3 

392.2 

19) 

4214.1 

(21) 

3.6 

18 

San  Francisco  Federal 

23.6 

310.9 

35 1 

3425.7 

(33| 

0.9 

19 

Greater  NY  Savings 

23.3 

384.9 

211 

4697.0 

(17) 

0.6 

20 

Great  Lakes  Bancorp 

22.4 

338.0 

28) 

3475.9 

(31) 

0.9 

21 

Imperial  Corp  of  Am 

22.0 

469.4 

13) 

4736.3 

(16) 

2.3 

22 

Apple  Bank 

21.5 

284.9 

43) 

3210.3 

(36) 

0.9 

23 

Pacific  First  Finl 

21.4 

354.7 

24) 

3423.4 

(34) 

1.3 

24 

American  Savings 

20.4 

348.8 

25) 

3870.8 

(22) 

1.0 

25 

HF  Ahmanson 

20.3 

269.2 

46) 

3101.0 

(38) 

9.8 

26 

Perpetual  Savings 

19.9 

308.8 

36| 

3296.1 

(35) 

1.5 

27 

Commercial  Federal 

18.5 

514.5 

!8) 

6146.8 

(5) 

1.0 

28 

Dime  Savings  Bank 

18.3 

243.0 

51) 

2878.5 

(47) 

3.8 

29 

Fortune  Financial 

17.7 

330.3 

321 

3775.8 

124) 

0.8 

30 

GlenFed 

17.5 

265.4 

47) 

2900.8 

(46) 

8.0 

30 

Gt  Western  Financial 

17.5 

331.0 

29) 

2387.7 

(54) 

12.0 

32 

First  Federal  Mich 

17.2 

553.5 

16] 

5581.3 

(10) 

2.1 

M 


33 

Howard  Savings  Bank 

15.9 

193.8 

58) 

2231.6 

55) 

2.2 

34 

Valley  Federal  S&L 

15.0 

286.2 

42) 

3022.3 

40] 

1.1 

35 

Carteret  Bancorp 

14.9 

296.7 

39| 

2948.7 

44) 

2.0 

36CenTrust  Savings  Bank 

14.1 

385.2 

20) 

3767.7 

25| 

2.2 

36 

Western  S&L 

14.1 

264.5 

48) 

2551.5 

51] 

2.4 

38  American  Continental 

12.6 

416.7 

17) 

2821.9 

48) 

1.8 

39  Rochester  Community 

11.4 

222.6 

54) 

2442.1 

53) 

1.3 

40 

Benj  Franklin  S&L 

9.5 

299.7 

38) 

3130.8 

37) 

1.6 

41 

Anchor  Savings  Bank 

7.1 

193.8 

58) 

2192.5 

56) 

3.5 

42 

Old  Stone 

6.0 

199.8 

56) 

1990.4 

58| 

2.2 

43 

Northeast  Savings  FA 

5.9 

344.2 

26) 

4217.7 

20] 

1.7 

44  Talman  Home  Federal 

5.8 

235.2 

53) 

2668.1 

501 

2.3 

45 

AmeriFirst  Bank 

5.0 

186.7 

60] 

1960.2 

59) 

2.2 

46 

American  S&L  Fla 

3.2 

286.9 

41) 

3502.6 

301 

0.9 

46 

Finl  Cp  Santa  Barbara 

3.2 

557.4 

(5) 

6160.2 

(4) 

0.9 

48 

Atlantic  Financial 

2.5 

377.2 

22) 

3854.9 

23) 

1.9 

49 

Empire  of  America 

1.9 

251.8 

49) 

2731.1 

49) 

4.0 

50 

CityFed  Financial 

1.8 

182.5 

611 

1791.3 

61) 

6.0 

51 

Altus  Bank  FSB 

0.1 

210.8 

55) 

2031.4 

57) 

1.3 

51 

American  Capital 

0.1 

236.2 

52) 

2519.8 

52) 

2.3 

51 

Goldome 

0.1 

278.6 

44) 

2963.7 

42) 

5.1 

51 

Western  Capital  Inv 

0.1 

199.1 

57) 

1924.8 

60) 

1.9 

55 

First  Columbia  Finl  - 

-17.8 

401.7 

18' 

4609.8 

18) 

0.6 

56 

Florida  Federal  S&L 

-18.9 

272.9 

45) 

3039.0 

39) 

1.8 

57 

TCF  Financial -34.7 

292.3 

40) 

3004.3 

41) 

2.0 

58 

Gibraltar  Financial  -49.0 

417.7 

16) 

5609.6 

(9) 

2.7 

59 

Meritor  Financial 

-73.4 

331.0 

29) 

3521.6 

29) 

5.4 

60 

Finl  Corp  of  Amer 

-80.0 

505.1 

19] 

5787.8 

(7) 

5.9 

61 

United  Financial  - 

181.2 

1033.0 

(2) 

10978.0 

(2) 

0.7 

Industry  medians 

17.5 

330.4 

3475.9 

BANKS-MID-ATLANTIC 

1 

Wilmington  Trust 

26.0 

170.7(10) 

1731.0 

113) 

1.7 

2 

Baltimore  Bancorp 

23.5 

260.8 

(11 

3170.2 

(2) 

1.0 

3 

Dauphin  Deposit 

22.0 

165.6(13) 

1833.7 

(101 

1.6 

4 

Summit  Bancorp 

21.5 

175.3 

18] 

1898.0 

(9] 

1.4 

5 

CoreStates  Financial 

21.1 

187.9 

(6) 

1950.2 

18] 

7.7 

6 

Independence  Bancorp 

20.2 

187.4 

(7) 

2187.4 

(4) 

1.3 

7 

MNC  Financial 

19.4 

208.5 

(4) 

2173.6 

(51 

7.7 

8 

Mercantile  Bkshs 

19.0 

129.6(26) 

1375.5 

126] 

2.4 

9 

Natl  Community  Bk 

P. 8 

128.2(27) 

1626.1 

(20) 

1.9 

10 

PNC  Financial 

17.6 

229.5 

(3) 

2693.9 

13] 

11.7 

11 

United  Jersey  Banks 

16.5 

143.8(22) 

1632.2 

(19) 

6.2 

12 

Central  Fidelity  Bks 

15.6 

133.0(25) 

1409.9 

{24) 

3.0 

12 

Dominion  Bankshares 

15.6 

164.1(14) 

1678.5 

116] 

4.5 

14 

Sovran  Financial 

15.5 

144.3(20) 

1517.3 

[22] 

140 

15 

Pennbancorp 

15.3 

143.4(23) 

1495.0 

(23) 

2.2 

16 

Horizon  Bancorp 

15.2 

126.5(28) 

1327.1 

(28) 

2.9 

16 

Union  National 

15.2 

147.9(18) 

1695.8 

(14) 

2.0 

18 

Midlantic 

15.1 

144.3(20) 

1663.1 

(17) 

10.7 

19 

First  Virginia  Banks 

14.0 

110.6(29) 

1098.6 

(29) 

4.0 

20 

Equitable  Bancorp 

13.5 

157.7(16) 

1685.8 

(15) 

3.0 
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Rant 

The  Forbes  500s-Jobs  and  Productivity 

Company 

Per 

Profits 

employee  ($000) 

Sales  (rank)  Assets  (rank) 

Employees 

(000)                Rank                 Company 

Pel 

Profits 

employee  ($000) ] 

Sales  (rank)  Assets  (rank) 

employee 
(000) 

21 

Meridian  Bancorp 

12.9 

143.0  (24) 

1358.0   (27) 

6.2 

9 

KeyCorp 

9.3 

127.2     (9) 

1352.0     (9) 

8.6 

22 

First  Maryland  Bncp 

11.3 

147.8   (19) 

1401.6  (25] 

4.0 

10 

Bank  of  New  England 

7.6 

142.1     (7) 

1593.2     (6) 

18.5 

'23 

Crestar  Financial 

9.6 

158.3  (15) 

1656.4  (18) 

5.9 

Industry  medians 

10.6 

151.4 

1679.2 

24 

First  Fidelity  Bncp 

5.9 

166.2  |12) 

1986.7     (6) 

14.5 

BANKS-SOUTH  CENTRAL 

25 

Equimark 

5.6 

169.1   (11) 

1951.5     (7) 

1.6 

1 

Hibernia 

20.4 

203.0   (1) 

2122.0     (2) 

23 

26 

Signet  Banking 

4.0 

175.1      (9) 

1813.7  (12) 

5.9 

2 

Whitney  Holding 

19.6 

166.1    (4) 

2115.4     (3) 

1.3 

1 

27 

Riggs  National 

0.5 

233.4     (2) 

3308.0     (1) 

2.1 

3 

First  Capital 

13.6 

125.3112) 

1439.9  (11) 

1.9 

28 

First  Pennsylvania 

-20.3 

148.8   (17) 

1609.4  (21) 

3.6 

4 

Deposit  Guaranty 

11.4 

141.3(10) 

1485.7     (9) 

2.2 

29 

Mellon  Bank 

-50.7 

199.5     (5) 

1833.3  (11) 

16.7 

5 

First  Commerce 

8.2 

144.0    (9) 

1602.8     (6) 

2.3 

Industry  medians 

15.3 

158.3 

1685.8 

6 

Cullen  Frost  Bankers 

1.0 

145.9    (7) 

1590.3     (8) 

2.0 

BANKS-NORTH  CENTRAL 

7 

Premier  Bancorp 

-5.7 

139.2(11) 

1359.5   (12) 

3.2 

1 

Fifth  Third  Bancorp 

25.1 

159.8    (6) 

1692.3   (10) 

2.4 

8 

MCorp 

-23.7 

162.7    (5) 

1854.8     (4) 

10.9 

2 

Old  Kent  Financial 

16.0 

135.7(20) 

1634.2  (13! 

4.0 

9 

Texas  American  Bcsh 

-26.2 

170.3    (3) 

1734.5     (5) 

3.0 

3 

Banc  One 

15.8 

147.8(15) 

1412.5   (21| 

13.3 

10 

National  Bcshs  Texas  -33.8 

145.9    (7| 

1475.3   (10) 

1.9 

4 

First  Bncp  Ohio 

15.6 

107.0|28) 

1215.3   (27) 

2.2 

11 

First  RepublicBank 

-53.7 

198.0    (2) 

2717.3     (1| 

12.2 

5 

First  National  Cine 

15.3 

150.9(14) 

1668.6  (11| 

2.7 

12 

First  City  Bancorp 

-55.0 

157.5    (6| 

1596.3     (7) 

7.4 

5 

Trustcorp 

15.3 

155.6(10) 

1627.2  (14| 

3.3 

Industry  medians 

-2.4 

151.7 

1599.5 

7 

Society 

15.0 

144.4(17) 

1494.9  (16) 

6.1 

BANKS-SOUTHEAST 

8  1 

taatmen's  Bancshares 

14.9 

153.6(11] 

1804.5     (5) 

5.5 

1 

SouthTrust 

17.0 

141.8    (5| 

1662.2     (4) 

3.6 

9 

NBD  Bancorp 

13.8 

167.4    (2) 

1987.0     (2) 

11.8 

2 

First  Alabama  Bcshs 

14.6 

107.7(21) 

1139.9  (21) 

3.9 

10 

United  Missouri  Bcsh 

13.5 

119.9(24| 

1482.1    (17) 

2.4 

3 

First  Union 

14.3 

132.8(12) 

1397.2  (11) 

19.8 

11 

First  of  America  Bank 

12.8 

125.7(22) 

1420.6  (20) 

6.1 

4 

SunTrust  Banks 

14.2 

128.8(14) 

1367.7  (14) 

19.9 

12 

Comerica 

12.0 

159.0    |7| 

1701.3     (9) 

5.9 

5 

NCNB 

13.7 

201.4    (1) 

2366.0     (1| 

12.2 

13 

Marshall  &  Ilsley 

11.9 

114.7(27| 

1142.0  (28) 

4.9 

6 

First  Wachovia 

13.5 

137.6    (8) 

1482.2     (9) 

13.1 

14 

Michigan  National 

11.0 

135.5(21) 

1265.8  (24) 

6.7 

7 

South  Carolina  Natl 

13.4 

123.8(17) 

1246.8  (20) 

3.9 

15 

National  City 

10.7 

162.3    (5| 

1648.7  (12| 

9.0 

8 

First  American 

13.3 

156.4    (2| 

1769.0     (2) 

3.7 

16 

Commerce  Bcshs 

10.3 

115.7(26) 

1349.7  (23) 

3.9 

9 

Central  Bancshares 

13.0 

140.0    (6| 

1507.3     (8) 

2.6 

17 

Valley  Bancorp 

9.5 

116.2(25) 

1237.3   (26) 

2.1 

10 

First  Florida  Banks 

12.9 

115.9(19) 

1311.5  (18) 

3.8 

18 

Indiana  National 

9.4 

165.7    (3) 

1902.0     (3) 

2.9 

11 

AmSouth  Bancorp 

12.8 

135.7(101 

1595.1      (5) 

4.7 

19 

Huntington  Bshs 

93 

152.3|12) 

1717.7     (8) 

5.1 

12 

Citizens  &  Southern 

11.9 

139.5    (7) 

1538.8     |7) 

13.3 

20 

Merchants  National 

64 

144.9(161 

1571.9  (15| 

2.7 

13 

Branch  Corp 

11.6 

124.5(16| 

1377.7  (12) 

2.9 

21 

First  Bank  System 

5.0 

250.4   |1| 

2709.6     (1| 

9.9 

14 

Barnett  Banks 

11.4 

133.8(11) 

1372.5  (13) 

17.1 

22 

Centerre  Bancorp 

42 

137.6(191 

1443.3  (19| 

3.6 

15 

Banco  Popular  PR 

9.6 

114.6(20) 

1351.8  (16) 

4.0 

23 

Manufacturers  Natl 

1.3 

157.2    (9) 

1782.7     (6| 

5.1 

16 

Bank  South 

9.4 

137.4    (9) 

1436.2  (10) 

2.9 

24 

AmeriTrust 

-1.7 

158.3    |8| 

1751.8     (7| 

5.9 

17 

First  Tennessee  Natl 

7.5 

128.0(15) 

1318.5  (17) 

4.4 

2r 

Norwest 

-2.0 

151.2(13) 

1364.9  (22| 

15.2 

18 

First  Citizens  Bcshs 

7.0 

81.1(23) 

866.3  (23| 

3.6 

26 

Mercantile  Bancorp 

-5.2 

143.6(18) 

1450  1    (18) 

4.7 

19 

Florida  Natl  Banks 

6.8 

142.6    (4) 

1570.5     (6) 

4.8 

27 

FirM  Wisconsin 

-8.5 

122.0(231 

1255.9  (25) 

5.8 

20 

First  Kentucky  Natl 

6.0 

105.9(22) 

1061.5  (22) 

4.8 

28 

Northern  Trust 

-128 

163.9    (4) 

1831.1      (4) 

5.1 

21 

BanPonce 

5.6 

119.5(18) 

1298.8  (19) 

2.1 

Industry  medians 

10.8 

149.4 

1599.6 

22 

Southeast  Banking 

5.1 

155.4    (3) 

1714.1     (3) 

7.5 

BANKS-NORTHEAST 

22 

Union  Planters 

5.1 

130.9(13) 

1363.3  (15) 

2.0 

1 

Northeast  Rancorp 

186 

172.9    (4) 

1882.0      |4| 

1.6 

Industry  medians 

11.9 

132.8 

1377.7 

2 

first  Empire  State 

15.3 

178.1    (3) 

19692     (3| 

2.6 

BANKS-WESTERN 

3 

State  Street  Boston 

13.5 

122.6110) 

1126.9  (10) 

6.2 

1 

City  National 

19.1 

144.4      (9) 

16298     (6) 

2.1 

4 

Bay Banks 

12.3 

137.0    |8) 

1512.2     (7) 

5.6 

2 

Bancorp  Hawaii 

16.3 

149.0     (6) 

1761.8     (4) 

3.3 

'  orstar  Finl 

10.7 

146.9    (6) 

1421.0     (8) 

17.3 

3 

First  Hawaiian 

16.1 

151.0     (5) 

1786.4     (3) 

2.2 

New  York 

10.6 

218.9    (2) 

2359.1      (2) 

9.8 

4 

Sumitomo  Bank  Calif 

12.3 

182.5     (2) 

21503     (1) 

1.7 

rjonal 

10.6 

156.0   |5| 

1765.1      |5) 

15.0 

5 

US  Bancorp 

12.0 

139.1   (11) 

1609.9     (7) 

8.3 

-  Vc\»  York 

10.1 

508.3    |1| 

6835.9     (1) 

3.3 

6 

California  First  Bk 

10.3 

148.4     (7) 

1550.1     (9) 

3.9 

7 

Puget  Sound  Bancorp 

8.0 

152.9     (4) 

1522.4  (10| 

2.3 
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When  it  comes  to  cash  manage- 
ment, the  name  of  the  game  is  optimiz- 
ing your  cash  flow.  And  First  Chicago 
is  the  recognized  leader  in  collection 
networks. 

Our  own  five-site  Nationwide  Lock- 
box Network  processes  more  whole- 
sale remittances  than  anyone,  with  an 
error  rate  three  times  better  than  the 
industry  standard. 

And  our  controlled  disbursement 
network  is  no  less  extraordinary.  It  takes 
full  advantage  of  check  clearing  times 


and  we've  established  a  network  of 
control  end  points,  including  Delaware. 

But  even  the  best  networks  arent 
enough  without  the  best  cash  manage- 
ment team. 

That's  where  our  Consulting  Services 
Croup  comes  in.  Were  recognized  as  the 
best  in  the  business,  we  offer  the  largest 
bank  consulting  team  in  the  U.S.  with 
wide-ranging  global  capabilities,  from 
seminars  to  international  treasury 
reviews  and  complete  system  design. 

What's  more,  our  sales  representa- 


tives receive  the  highest  marks  for 
their  in-depth  knowledge,  problem- 
solving  abilities  and  responsiveness. 

Across  the  board,  First  Chicago  is  a 
leader,  with  our  EDI  applications  and 
quality  performance  programs  serving 
as  prime  examples  of  innovations  in 
the  field. 

Consistency,  dependability  and 
leadership,  in  cash  management, 
when  you  want  all  three,  you  want 
the  MVP. 

Put  First  Chicago  on  your  side. 


IN  CHICAGO,  WE  KNOW  THAT  CONSISTENCY, 

DEPENDABILITY  AND  LEADERSHIP  ARE 

THE  MOST  VALUABLE  ASSETS. 


Performance  has  always  been  a  Chicago  tradition. 

FIRST  CHICAGO 


The  Forbes  500s-Jobs  and  Productivity 


Rank 


-Per  employee  ($000)- 


Company      Profits       Sales  (tank)  Assets  (tank) 


Employees  Pet  employee  ($000) Employe 

(000)  Rank  Company      Profits       Sales  (tank)  Assets  (tank)       (000) 


Moore  Financial      6.7 


127.1   (14)    1402.7  (13) 


10 


Wells  Fatgo      2.4 


11 


Security  Pacific      0.4  177.1     (3)    1693.7     (5) 


12     Colorado  Natl  Bkshs      0.2 


105.0  (16)      957.8  (16) 


12    United  Banks  of  Colo      0.2 


130.4  (13)    1310.3   (14) 


14 


16      first  Interstate  Bncp  -15.3 


Industry  medians      6.6  145.7 


1556.4 


BEVERAGES  &  TOBACCO-ALCOHOLIC  BEVERAGES 


Brown-Forman     16.1 


164.4     (2]      152.1     (2) 


2     Anheuset-Busch  Cos     14.8 


198.2     (1)      156.3     (1) 


Adolph  Coots      4.9 


137.0     (3)      147.7     (3) 


Industry  medians    14.8 


164.4 


152.1 


BEVERAGES  &  TOBACCO-SOFT  DRINKS 


1 


Coca-Cola    40.3 


337.1     (1)      367.8     (1) 


Genetal  Cinema      5.8 


3  Coca-Cola  Enterprises      3.9 


148.0     (2)      188.9     (2) 


PepsiCo      2.7 


52.3     (4)       41.1     (4| 


Industry  medians      4.8 


122.3 


164.8 


BEVERAGES  &  TOBACCO-TOBACCO 


USTInc    39  4 


173.4     (2)      165.2     (2) 


Philip  Morris  Cos     16.4 


Univetsal      4.4 


164.1      (3)        71.8     (3) 


Industry  medians     16.4 


173.4 


165.2 


BUILDING-CEMENT  &  GYPSUM 


1 


CalMat    245 


189.2     (2)      208.2     (1) 


Lafatge     119  201.9     (1)      174.3     |2) 


Industry  medians     18.2 


195.6 


191.3 


BUILDING-COMMERCIAL 


Centex 


302.3     |2)      226.3     |4) 


Fluot      3.4 


221.5     |3)      109.7     |5) 


American  Standatd      3.3 


Rouse      2.7 


99.5     (6)      446.4     (1) 


Morrison-Knudsen 


0 


123.2     |5)        59.6     |7| 


Turner    -6.9 


861.6     |1|      303.2     |2] 


Henley  Group     14  3 


1808 


281.9     (3| 


lir.lustrv  medians 


180.8 


226.3 


BUILDING-IUMBFR 


I 


Georgia-Pacific     11.3  212.4     (1)      144.9     |2| 


Weyerhaeuser     10.3 


204.0 


298.6     111 


Louisiana-Pacific       9.1 


139.8     (3|      143.4     (3) 


Industry  medians     10.3 


204.0 


144.9 


2.5 


First  Security      6.4  114.5  (15)    1205.4  (15)  4.2 


216.7     (1)    2094.0     (2)         21.1 


43.0 


2.8 


4.2 


Valley  National    -5.5  134.0  (12)    1413.4  (11)  8.0 


15    Zions  Bancorporation    -7.4  147.0     (8)    1562.8     (8)  1.9 


140.1   (10)    1404.8   (12)         36.3 


6.7 


41.7 


9.9 


22.7 


96.5     (3)      140.6     (3)         14.1 


22.5 


219.5 


3.3 


198.9     (1)      170.9     (1)       H20 


14.0 


3.2 


6.1 


4.6 


18.3 


87.0     |7)       61.3     |6|         39.1 


3.9 


15.1 


3.2 


19.5 


40.5 


43.3 


13.7 


iC,  MISCELLANEOUS  MATERIALS 

-i 

1 

159.4 

HI 

160  3 

ID 

58 

u  •    Tning 

11.7 

153.8 

(2) 

84.6 

(6) 

18.8 

USG 

9.2 

130.5 

14] 

94.4 

(51 

22.2 

i 

9.] 

84.0 

17] 

118.3 

(3) 

24.1 

8.6 

108.6 

15] 

144.9 

U) 

19.0 

6 

Armstrong  World  Inds 

6.2 

98.0 

(6| 

66.4 

(7) 

24.1 

7 

Koppers 

1.0 

141.0 

(3) 

100.0 

14) 

10.8 

Industry  medians 

9.1 

130.5 

100.0 

CHEMICALS-DIVERSIFIED 

1 

Aristech  Chemical 

40.7 

536.1 

ID 

321.6 

HI 

1.7 

2 

Hercules 

34.0 

111.6 

(12) 

144.7 

(91 

24.1 

3 

Dow  Chemical 

23.9 

256.3 

(2] 

275.0 

(2] 

52.2 

4 

Quantum  Chemical 

20.5 

208.7 

(4| 

209.8 

(31 

12.3 

5 

Rohm  &  Haas 

16.3 

183.6 

(5) 

162.8 

(7) 

12.0 

6EI  du  Pont  de  Nemours 

12.7 

214.8 

(3) 

200.5 

(4) 

140.7 

7 

Monsanto 

8.6 

150.6 

(7) 

166.7 

(6) 

50.7 

8 

American  Cyanamid 

8.0 

121.2 

(HI 

120.2 

(ID 

34.4 

9 

FMC 

7.7 

126.2 

(10) 

104.3 

(12| 

24.9 

10 

BF  Goodrich 

6.6 

181.5 

(6] 

162.3 

(8| 

11.9 

11 

Olin 

5.7 

141.4 

(9) 

123.4 

(10| 

13.7 

12 

Union  Carbide 

5.0 

148.0 

18) 

169.0 

15] 

46.7 

Industry  medians 

10.6 

166.1 

164.8 

CHEMICALS-SPECIALIZED 

1 

Georgia  Gulf 

91.4 

704.6 

ID 

307.4 

(4) 

1.0 

2 

Himont 

85.8 

456.6 

(2] 

629.0 

(2) 

2.8 

3 

Fteeport-McMoRan 

65.8 

400.3 

(3) 

834.0 

(D 

3.8 

4 

Intl  Flavors  &  Frags 

27.0 

188.3 

19) 

220.8 

(91 

4.0 

5 

Great  Lakes  Chemical 

24.1 

208.0 

(7) 

250.9 

(71 

2.3 

6 

GAF 

22.5 

188.4 

(81 

292.1 

(5) 

4.4 

7 

Ethyl 

18.9 

251.6 

14) 

422.0 

13] 

10.3 

8 

Lubrizol 

16.9 

212.5 

(61 

195.3 

(10) 

4.8 

9 

Nalco  Chemical 

16.1 

169.2 

[11] 

150.1 

(13) 

5.0 

10 

Sigma-Aldrich 

14.8 

107.7 

(15) 

94.3 

(16) 

2.8 

11 

Air  Prods  &  Chems 

14.5 

176.4 

(10) 

224.0 

(8) 

12.4 

12 

Morton  Thiokol 

8.1 

115.5 

(13) 

95.7 

(15) 

18.8 

13  Intl  Minerals  &  Chem 

6.9 

134.4 

(12| 

177.9 

(ID 

13.4 

14 

Cabot 

6.3 

250.3 

(5| 

276.0 

(6) 

5.9 

15 

WR  Gtace 

4.0 

112.9 

(14) 

111.8 

(141 

40.0 

16 

Valhi 

0.7 

87.3 

(16) 

152.1 

112) 

15.8 

Industry  medians 

16.5 

188.4 

222.4 

CLOTHING-APPAREL  &  TEXTILES 

1 

Reebok  International  127.1 

1068.6 

HI 

668.0 

HI 

1.3 

2 

Liz  Claiborne 

35.8 

329.2 

(2| 

150.7 

(2) 

3.2 

3 

VF 

3.6 

52.0 

(51 

38.9 

(51 

49.5 

4 

Intetco 

3.0 

68.8 

(41 

43.5 

14) 

46.5 

5 

Springs  Industries 

2.4 

71.3 

(3) 

46.5 

(3| 

23.3 

Industry  medians 

3.6 

71.3 

46.5 

COMMUNICATIONS-BROADCASTIM.  it  SERVICES 

1 

CBS 

65.6 

400.3 

HI 

566.7 

(2) 

6.9 

2 

LIN  Broadcasting 

64.8 

175.4 

|4| 

397.4 

(4| 

1.4 

3 

Capital  Cities/ ABC 

13.9 

221.9 

12) 

268.8 

(7) 

20.0 

4 

IMS  International 

12.0 

86.5 

(8) 

90.1 

(8) 

5.0 

5  Tele-Communications 

2.4 

93.7 

(71 

410.5 

13) 

15.1 

6 

United  Cable  TV 

-3.1 

103.0 

16] 

272.1 

(6| 

2.3 

7 

Comcast 

^J.4 

110.6 

15) 

374.5 

(5) 

2.8 

8 

Viacom  - 

-26.0 

212.8 

(3) 

8288 

ID 

4.8 

Industry  medians 

7.2 

143.0 

385.9 

184 
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fe're  Listening. 


We're  EQUICOR  and  we're  committed 
to  providing  convenient,  economical,  respon- 
sive employee  benefit  plans.  To  fulfill  that 
commitment,  we're  doing  something  that's 
practically  unheard  of  in  the  employee  ben- 
efits business:  we're  listening. 

We're  listening  when  Benefits  Managers 
ask  for  an  employee  benefit  plan  that  will 
satisfy  human  as  well  as  budgetary  concerns. 

We're  listening  when  physicians  in  our 
provider  network  (and  their  patients)  remind 
us  how  important  the  one-to-one  physician- 
patient  relationship  is  to  them. 

We're  listening  when  brokers  and  con- 
sultants express  their  need  to  be  able  to  offer 
their  clients  a  full  spectrum  of  employee 
benefit  options. 

And  we're  listening  when  everybody  tells 
us  how  hard  it  is  to  find  an  employee  bene- 
fits company  that  lives  up  to  its  promises. 

We're  listening,  and  we're  responding. 

We're  making  continuous  improvements 
in  our  programs  and  services,  so  that  we  can 
keep  our  promise  to  offer  you  the  fullest  and 
most  flexible  range  of  options  possible. 

Look  into  EQUICOR  as  your  best  choice 
for  employee  benefits  plans. 

And  remember,  you  can  talk  to 
EQUICOR  anytime  about  your  employee 
benefit  needs. 

We're  all  ears. 


LmJL 


'7i1 


EQUITABLE  HCA  CORPORATION 


The  Good  Listener. 


II  nl  K  (>K  is  a  joint  venture  between  The  Equitable  Life 
l  isurance  Society  unci  Hospital  Corporation  of  A  menca 


n.)l  li:oK  Health  Plan  In.,  ls  a  hu.-nM.-d  health  maintenance  organize 
lion  in  varum*  Mate*  Insured  (.overage*  are  underwritten  hy  The 
l.quiuhle  Lite  Assurance  Stxiciy  of  the!  nited  States  ©EQUCOR  I98X 
I'  'i  Illli  m  in. ii i.  >n.  1  .ill  iM^  I  ->J< >-— <>t  ix 


:  '  4-4  WSKMB^^^^ 

The  Forbes  500s-Jobs  and  Productivity 

Rank                  Company 

Per 

Profits 

employee  ($000) 

Sales  (rank)  Assets  I 

rank) 

Employees 

(000)                Rank                  Company 

Pei 

Profits 

employee  ($000) 

Sales  (rank)  Assets  (rank) 

Employe 
(000) 

COMMUNICATIONS-PUBLISHING 

CONSUMER-HOUSEHOLD  &  PERSONAL  PRODUCTS 

1                Affiliated  Pubs 

70.2 

187.7 

(3) 

203.8 

(3) 

2.6 

1 

Clorox 

25.2 

246.6 

(D 

202.7     (2) 

4.8 

2                         Time  Inc 

46.3 

776.5 

(1) 

819.3 

(1) 

5.4 

2 

Noxell 

21.8 

244.7 

(2) 

147.2     |5) 

2.0 

3           Washington  Post 

29.2 

205.5 

(2) 

186.6 

(5) 

6.4 

3 

Tambrands 

16.3 

114.7 

17) 

86.9  (10) 

4.7 

4                      Dow  |ones 

25.2 

163.4 

(5) 

241.6 

(2| 

8.0 

4 

Johnson  &  Johnson 

11.4 

103.2 

(8) 

84.3   (12) 

77.7    ( 

5           New  York  Times 

15.6 

164.8 

|4| 

167.0 

(6) 

10.3 

5 

Scott  Paper 

9.3 

163.9 

(4) 

178.2     (3) 

25.2 

I  ■ 

6                  McGraw-Hill 

10.6 

112.5 

(8) 

105.2 

(11) 

15.6 

6 

Kimberly-Clark 

8.8 

132.3 

16) 

105.2     (7) 

36.9 

7                Deluxe  Check 

10.3 

65.7 

116] 

60.1 

(16) 

14.4 

7 

Hillenbrand  Inds 

8.1 

102.1 

(9) 

93.0     |8) 

7.1 

8  RR  Donnelley  &  Sons 

10.2 

116.6 

(7) 

98.0 

(13) 

21.3 

8 

Gillette 

7.4 

101.8 

110) 

87.8     (9) 

31.1 

9                           Gannett 

9.8 

94.8 

(12) 

108.0 

HO] 

32.5 

9 

Service  Corp  Intl 

7.1 

60.6 

(13) 

119.8     (6) 

8.7 

10                 Times  Mirror 

9.5 

110.3 

(9) 

111.8 

(8) 

27.9 

10 

Procter  &  Gamble 

6.5 

242.3 

(3) 

205.6     (1) 

73.9 

11                          Tribune 

8.4 

128.6 

16) 

164.2 

(7) 

16.8 

11 

Avon  Products 

4.6 

79.3 

112) 

73.4  (13) 

34.9 

12      Commerce  Clearing 

8.2 

85.5 

(15) 

80.9 

(15) 

6.5 

12 

Colgate-Palmolive 

1.4 

150.0 

15) 

85.7  (11) 

37.7 

13                      Macmillan 

7.9 

106.2 

(101 

103.9 

(12) 

9.0 

13 

Greyhound 

1.1 

84.2 

UD 

174.4     (4) 

29.7 

14          Dun  &  Bradstreet 

6.7 

56.9 

(17) 

56.2 

(17) 

59.0 

Industry  medians 

8.1 

114.7 

105.2 

15                 Knight-Ridder 

6.5 

86.4 

114) 

82.7 

114) 

24.0 

ELECTRIC  UTILmES-NORTH  CENTRAL 

16               Harcourt  Brace 

5.8 

104.7 

111] 

200.6 

(4) 

14.5 

1 

Kansas  Gas  &  Elec 

76.4 

401.7 

(D 

2048.5     (1) 

1.3 

17                Media  General 

5.7 

94.7 

1131 

109.8 

191 

7.6 

2 

Illinois  Power 

62.9 

264.8 

(7) 

1286.2     (2) 

4.6 

Industry  medians 

9.8 

110.3 

109.8 

3 

Commonwealth  Ed 

60.6 

316.4 

(3) 

1131.1     (4) 

17.9 

CONGLOMERATES 

4 

Ohio  Edison 

56.3 

242.7 

(13] 

1078.4     (5) 

7.3 

1            American  Brands 

12.4 

143.5 

W 

269.3 

13) 

42.0 

5 

Detroit  Edison 

50.0 

257.5 

(101 

1005.8     (6) 

11.1 

2      Berkshire  Hathaway 

12.3 

123.0 

15) 

283.2 

(2) 

19.0 

6 

Union  Electric 

45.2 

263.7 

(8) 

807.3   |11) 

7.4 

3      Minn  Mining  &  Mfg 

11.2 

1148 

(7) 

97.8 

19) 

82.1 

7 

Centerior  Energy 

42.9 

213.8 

117) 

1240.0     |3) 

9.1 

4                                  ITT 

89 

160.7 

|2| 

329.1 

HI 

121.5 

8 

Ipalco  Enterprises 

39.2 

242.8 

(12) 

761.8   (12) 

2.3 

5                        Teledyne 

8.5 

96.1 

(11) 

108.0 

181 

44.6 

9 

Kansas  City  P&L 

37.3 

253.1 

UD 

966.4     (7| 

2.8 

6                   IC  Industrie 

7.7 

122.5 

(6) 

148.2 

161 

32.9 

10 

Public  Service  Ind 

35.4 

261.2 

19) 

538.6  (19| 

4.1 

7                              Dover 

65 

92.9 

(12) 

67.4 

(HI 

17.1 

11 

Minnesota  Power 

34.6 

210.4 

118] 

697.2   |14| 

2.0 

8                         Raytheon 

5.9 

101.1 

HO) 

53.6 

(14) 

75.8 

12 

Duquesne  Light 

34.0 

199.3 

120) 

940.6     (8| 

4.5 

9                 Alco  Standard 

5.0 

209.3 

ID 

74.7 

110) 

17.6 

13 

DPL 

33.1 

346.8 

(2) 

832.0  (10) 

2.7 

10                           Textron 

4.3 

109.0 

(9) 

176.0 

(5) 

66.5 

14 

Wisconsin  Energy 

27.6 

222.5 

114) 

494.9  (20) 

6.1 

11                             Emhart 

3.3 

76.1 

113) 

63.0  ( 12.) 

32.2 

15 

Central  III  Pub  Svc 

26.0 

218.5 

115) 

616.3  (16) 

2.7 

12                  Penn  Central 

1.8 

71  1 

(14) 

124.6 

(7) 

20.0 

16 

No  States  Power 

25.2 

217.4 

(16) 

540.4  (18) 

8.1 

13                              Amfac 

03 

112.6 

(81 

55.3 

(13) 

19.5 

17 

Cincinnati  G&E 

25.0 

298.3 

(4) 

677.4  (15) 

4.6 

14                          Tenneco 

-2.1 

144.3 

13) 

180.5 

|4| 

102.5 

18 

American  Electric 

21.7 

206.8 

119) 

605.2   (17| 

23.2 

Industry  medians 

6.2 

113.7 

116.3 

19 

CMS  Energy 

17.8 

267.2 

(5) 

892.5     (9| 

10.5 

CONSUMER-APT!  IANCES 

20 

Nipsco  Industries 

12.0 

267.1 

(6) 

702.4  ( 13) 

5.4 

1                             Maytag 

12  1 

151  0 

ID 

67.6 

14] 

12.6 

Industry  medians 

35.0 

255.3 

819.6 

2                      Whirlpool 

5.9 

136.2 

(2) 

78.8 

(2) 

30.7 

ELECTRIC  UTILITIES-NORTHEAST 

3             Black  &  Decker 

3.1 

97.5 

(3) 

80.3 

HI 

20.7 

1 

United  Illuminating 

59.9 

313.0 

(3) 

1189.6     (2) 

1.6 

4              C  liicago  Pacific 

1.7 

67.3 

(4| 

71.2 

13] 

21.0 

2 

Philadelphia  Elec 

48.6 

284.8 

(7| 

1003.5     (5) 

11.2 

5         Zenith  Electronics 

-0.5 

65.6 

15) 

38.1 

151 

36.0 

3 

Long  Island  Lighting 

42.8 

329.0 

(2) 

1480.2     (1) 

6.3 

lndi  Mrv  medians 

3.1 

97.5 

71.2 

4 

Pub  Svc  Enterprise 

38.4 

310.4 

14] 

800.2     (7) 

13.6 

CONSl  VUR-HOVU   Ft  UMSHINGS 

5 

Potomac  Electric 

38.0 

243.2 

(13) 

610.6  (14) 

5.5 

1                      Ri .!  hiTfiuid 

122 

146.5 

HI 

103  4 

ID 

6.9 

6 

Pennsylvania  P&L 

36.4 

251.1 

UD 

864.7     (6) 

8.3 

2                    Pre:  ijrk  Intl 

3.2 

98.3 

(2) 

70.9 

|2| 

22.4 

7 

Allegheny  Power 

35.5 

339.9 

ID 

738.4     (9) 

5.8 

IP  Sterol 

2.5 

70.8 

(3) 

40.7 

(41 

23.1 

8 

Atlantic  Energy 

34.2 

300.4 

(5) 

694.8  (11) 

2.2 

9 

Baltimore  G&E 

34.1 

205.6 

117) 

512.5  (16) 

8.8 

Pniii(-I     if 

2.4 

55.2 

(6| 

45.6 

[31 

31.9 

10 

New  England  Electric 

32.5 

278.8 

18) 

767.9     (8) 

5.2 

Au 

00 

60.2 

(4) 

40.3 

(51 

23.9 

11 

Delmarva  Power  &  Lt 

30.6 

273.4 

(9) 

690.6  (12) 

2.6 

i  i  annou 

0.2 

60  1 

(51 

37.8 

|6| 

233 

'.r\    n  ' 

2.5 

65.5 

43.2 

12 

Consolidated  Edison 

26.9 

248.7 

(121 

458.2   (17] 

20.5 

13 

Northeast  Utilities 

24.7 

223.9  (15) 

713.1    (10) 

9.3 
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Planes  don't  take 
c  or  land  on  time. 
J  ing  lines  at  ticket 
c'unters.  Traffic  jams 
2d  crowded  parking 
Is  at  airports. 

Something's  gone 
\  ong  with  our  air 
r  vel  system.  It  hasn't 
Ipt  pace  with  de- 
rind .  But  now  it's 
ne  for  solutions. 

Since  airline  de- 
ij^ulation  in  1978,  air- 
t  es  have  dropped  25 
rrcent  and  air  travel  is 
I  nearly  70  percent, 
jfojecuons  show 
Bother  50  percent 
j-npby  1995. 

You're  probably 
tistrated,  even  angry, 
bw  could  Americans 
1  the  best  air  trans- 

I  nation  system  in  the 
v)rid  get  so  bogged 
awn? 

The  answers  are 
6mplex,  but  there  are 
fluuons.  Placing 
lime  is  pointless.  The 
tne  has  come  for 
ttion.  Let's  make  a 
i-tional  commitment 
t  restore  the  efficiency 
c  our  air  transportation 
sstem-a  commirment 
\  e  the  one  we  made 
t  build  the  Interstate 
lighway  system  in  the 
|50s. 

Join  the  Partner- 
sip  for  Improved  Air 
ravel:  a  group  made 
I)  of  people  who  run 
i  d  oversee  the  airlines 
ad  airports;  the  peo- 
|-  who  manufacture 
\t  equipment;  and 

I I  people  who  use  the 
[stem.  We've  de- 

i  loped  a  comprehen- 
ye  solution  to  the  air 
livel  problem,  one 
I  at  fixes  problems 


DEPARTURES 


YIMUMSTINATIDN        STATUS 


%m 


"7Q7\tHOEa 


\Q\ST.U1UIS 


Z1  DENVER 


^QZ\IUVELAND 


bUtuhta 


k iVKAHSRSCITk" 


g5\W  ANGELES 
BO  l\ HEW  YORK 


V»\ SEATTLE 


a.  HONOLULU 


3-^    BD5TQN 


S«  PHILADELPHIA 


9DZNKWAHK 


TUt'iON 


■3B\BVT«inrr' 


EVENTUALLY 


NDTNDW 


WHENEVER 


MQSTUKELY 


ULTIMATELY 


SOMETIME 


lEQDN       , 

NOT  YET     ' 


IBY-AND-BY 


Ibefchelo/yc 


ANYTIME 


HMIUEUTLY  . 


I  NOT  NOW  . 


[LATER 


Now 

let's  talk  about 

solutions. 


Yes.  I  want  to  help. 


FO88 


Please  send  me  more  information  and  keep  me  informed  about  the  progress 
you  are  making. 

Mail  to:  The  Partnership  for  Improved  Air  Travel 
P.O.  Box  972 
Hicksville,  NY  11802 


Name 


Address 


Citv 


State 


Zip 


Telephone ( 


Call  toll  free 

1-800-228-7300 


today  and  ensures  we 
will  not  face  a  similar 
crisis  20  years  from 
now.  The  major 
thrust  of  our  solution 
involves: 

□  Immediate  steps 
to  use  existing  tech- 
nology and  manpower 
more  effectively. 

□  A  sweeping 
modernization  of 
the  air  traffic  control 
system. 

□  A  comprehensive 
airport  plan  to  assure 
construction  of  facili- 
ties where  and  when 
they  are  needed. 

□  Structural 
changes  to  improve  the 
management  of  the  air 
traffic  control  system. 

□  A  long-range 
planning  process  to 
make  sure  we  are 
ready  for  the  demands 
of  the  future. 

But,  to  make  our 
plan  work,  we  need 
your  help.  Not  your 
money.  Rather,  the 
power  of  your  voice. 
So  your  elected  of- 
ficials will  hear  loud 
and  clear  that  you're 
fed  up  with  a  system 
that  fails  in  its  promise 
of  speed  and  efficiency. 

If  you're  ready  to 
be  part  of  the  solution, 
act  now  by  getting  all 
the  facts.  Complete 
and  mail  the  coupon 
today.  Or  call 
1-800-228-7300  toll 
free.  We'll  send  you  a 
free  brochure  that  will 
tell  you  exactly  how  we 
plan  to  improve  the 
system. 


PARTNERSHIP 
FOR  IMPROVED 
AIRTRAVEL 


(Tie  Partnership  for  Improved  Air  Travel  is  an  organization  representing  all  facets  of  the  air  transportation  industry  including  airlines,  aircraft  manufacturers,  equipment 

suppliers,  airports,  government  officials  and  travelers. 


The  Forbes  500s-Jobs  and  Productivity 


xntma^mwnm  a.  —  »j^ — 

• 

Per 

Rink                Company      Profits 

employee  ($000) 

Sales  (rank)  Assets  I 

rank) 

Employees 

(000)                 Rank 

Per 

Company      Profits 

employee  ($ 
Sales  (rank) 

300) 

EmployiU  ; 

(000)  |i 

Assets  (rank) 

14                Boston  Edison    21.8 

263.6 

(10) 

603.3 

[15] 

4.5 

ELECTRONICS-COMPUTERS 

15      General  Public  Utils    18.7 

192.9  (18) 

453.2 

(18) 

13.9 

1 

Apple  Computer    44.1 

478.5 

ID 

255.3     (2) 

6.4  [ 

16               NY  State  E&G    11.7 

289.1 

(6) 

1005.9 

(4) 

4.5 

2 

Compaq  Computer    44.0 

394.9 

(2) 

290.7     (1) 

3.1  1 

17   Niagara  Mohawk  Pwr      5.2 

236.3 

(14) 

612.1 

(13| 

11.1 

3 

Cray  Research    35.4 

165.5 

(6| 

217.2     (3) 

4.2  H 

18         Public  Service  NH  -33.3 

210.0  (16) 

1009.3 

13] 

2.6 

4 

Amdahl     19.1 

202.0 

(4) 

202.4     (4) 

7.5  1 

Industry  medians    33.3 

268.5 

725.8 

5 

Tandem  Computers    16.1 

169.7 

(5) 

166.5     (6) 

6.4  J 

ELECTRIC  UTILITIES-SOUTH  CENTRAL 

6 

Sun  Microsystems     14.9 

235.2 

(31 

197.9     (5) 

3.2  1 

1            Gulf  States  Utils    50.0 

297.0 

(3) 

1384.4 

HI 

4.8 

7 

IBM     13.3 

136.8 

(7) 

160.7     (7) 

396.4  1 

2  Southwestern  Pub  Svc    47.0 

350.3 

ID 

740.6 

|6| 

2.2 

8 

Digital  Equipment     12.5 

101.3 

(12) 

91.8   (11) 

102.6  1 

3              Texas  Utilities    41.2 

247.3 

(7) 

847.3 

13) 

16.5 

9 

Intergraph     11.6 

106.8 

19] 

117.3     (9) 

6.0  1 

4         Central  &  So  West    41.1 

269.2 

(4| 

842.1 

(4) 

9.0 

10 

Seagate  Technology      9.3 

86.4 

(16) 

79.5   (14) 

12.5  1 

5        Houston  Industries    37.1 

309.5 

12) 

829.9 

(5) 

11.7 

11 

Hewlett-Packard      8.6 

104.2 

HOI 

88.8  (13) 

82.0  1 

6        Middle  South  Utils    314 

252.4 

16) 

1117.1 

(2) 

13.7 

12 

Prime  Computer      7.4 

110.2 

18) 

153.0     (8) 

8  7   1 

7             Oklahoma  G&E    28 .2 

263.2 

151 

607.0 

(7) 

4.0 

13 

NCR      6.8 

91.0 

(15) 

67.5   (16) 

62.0   j 

Industry  medians    41.1 

269.2 

842.1 

14 

Unisys      6. 1 

101.8 

111) 

104.4  (10) 

954   1 

ELECTRIC  UTILITIES-SOUTHEAST 

15 

Wang  Laboratories      3.1 

98.9 

H3) 

91.2  (12) 

30.8   j 

16 

Control  Data      0  7 

96.2 

114) 

75.4  (15) 

35.0   1 

1     Carolina  Power  &  Lt    36.4 

220.6 

16! 

810.4 

ID 

9.4 

Industry  medians    12.1 

108.5 

135.2 

2         Kentucky  Utilities    34.9 

262.5 

(3) 

622.0 

15) 

2.1 

3                             Scana    32.3 

279.6 

12) 

676.9 

13) 

4.0 

ELECTRONICS-EQUIPMENT 

4     Dominion  Resources    30.9 

233.4 

(5) 

693.2 

12) 

13.9 

1 

Premier  Industrial     15.1 

131.6 

HI 

90.2     (5) 

3.7 

5                 TECO  Energy    24  7 

216.9 

(81 

507.4 

18) 

4.5 

2 

AMP     11.4 

105.8 

(2) 

95.1      (4) 

21.9 

6                  Duke  Power    24 .5 

181.5 

(91 

416.9 

1101 

20.4 

3 

Molex     10.7 

48.2 

(12) 

99.4     (3) 

4.7 

7              Florida  Progress    23.3 

242.5 

14) 

511.8 

17] 

8.1 

4 

Corning  Glass  Works      7.2 

79.5 

(6) 

101.5     (1) 

26.2  , 

8                      FPL  Group    20  8 

282.6 

HI 

581.8 

16) 

19.4 

5 

Pitney  Bowes      6.8 

76.8 

17) 

83.0     (7| 

29.3 

9              Louisville  G&E     19  1 

158.4 

HOI 

417.7 

19) 

4.0 

6 

Eaton      5.6 

88.1 

(4) 

85.0     (6) 

35.6 

10       Southern  Company     17.4 

220.3 

|7] 

675.5 

14) 

31.8 

7 

General  Signal      3.5 

81.6 

(51 

71.1      (8| 

19.7 

Industry  medians     24.6 

227.0 

601.9 

8 

Motorola      3.2 

69.8 

19] 

55.4  (10) 

96.1 

ELECTRIC  UTILITIES  WESTERN 

9 

EG&G      2.4 

54.3 

111] 

22.7  (12) 

22.8 

10 

Tektronix       1 .4 

76.4 

(8) 

53.4  (11) 

18.2 

1              Tucson  Electric  118.0 

441.8 

111 

1920  8 

HI 

11 

11 

Perkin-Elmer    -0.7 

96.0 

13) 

101.0     (2) 

14.4 

2           Puget  Sound  P&L    50.0 

302.6 

(4| 

1017.3 

131 

2.4 

12 

General  Instrument    -2.4 

60.0 

(101 

57.7     (9) 

18.4 

3         Washington  Water    48  1 

281.6 

|5| 

973.7 

,41 

14 

Industry  medians      4.5 

78.2 

84.0 

4               So  Calif  Edison    41.6 

317.2 

(31 

870.6 

|5| 

17.3 

5              San  Diego  G&E    38.0 

404.0 

(21 

763.9 

18) 

4.7 

ELECTRONICS-SEMICONDUCTORS 

6      Utah  Power  &  Light    27.0 

183 .1 

HI) 

609.0 

110) 

5.4 

1 

Intel      94 

102.0 

(2) 

138.9     (1) 

18.7 

7         Public  Service  NM    25.4 

183.9 

110) 

750.7 

(91 

3.8 

2 

Avnet      4.0 

180  6 

ID 

118.3     (2) 

9.3 

8            Portland  General    25.2 

246.4 

181 

824.5 

16) 

3.1 

3 

Texas  Instruments      3.3 

72.1 

(3| 

54.8     (4) 

77.6 

9                       PacifiCorp    23  6 

191.8 

19) 

507.8 

111] 

11.3 

4 

Natl  Semiconductor      0.0 

68.9 

|4| 

59.5     (31 

30.0 

in                 Pinnacle  West    22  6 

162.3 

1121 

1086.9 

(2) 

11.9 

Industry  medians      3.6 

87.0 

88.9 

11        Public  Service  Colo    22  1 

255.4 

16) 

452.1 

|12] 

6.5 

ENERGY-DOMESTIC  OIL,  GAS  &  COAL 

12                    Pacific  G&E    211 

254.4 

17) 

769.3 

|7| 

28.3 

1 

Atlantic  Richfield    46.7 

621.5 

131 

865.3     (3) 

26.2 

Industry  medians     26.2 

254.9 

796.9 

2 

Louisiana  Land    29.5 

931.6 

11] 

1910.9     (2) 

0.8 

BLECTRICAI  EQUIPMENT 

3 

Amerada  Hess    29. 1 

596.5 

15) 

672.3     (4) 

7.9 

1                  WW  Grainger 

223.2 

ID 

140.6 

ID 

5.9 

4 

American  Petrofina    24.8 

738.6 

12) 

545.9     (6) 

3.4 

2                           Hubbell     1 1  6 

107.5 

12) 

86.7 

15) 

5.4 

5 

Sun  Company     15.0 

375.8 

(9| 

543.9     |7] 

23.1 

3                         Raven  cm      9  1 

102.5 

13) 

105.1 

(21 

9.9 

6 

Anadarko  Petroleum     14.0 

353.3 

H0| 

2200.7     (1| 

0.7 

4            Batman  Electr!.-       7.0 

920 

|5| 

71.5 

|6| 

68.7 

7 

Mapco     11.4 

326.9 

113) 

272.8  (13) 

5.0 

5                          <!ighoii*te 

94.9 

|4| 

88.5 

|4| 

112.5 

8 

Kerr-McGee     11.2 

346.7 

HD 

408.3  (11) 

7.5 

6                           Square  I. 

73.5 

(7) 

59.1 

(71 

20.2 

9 

Unocal     10.0 

467.5 

16) 

556.9     |5| 

18.1 

7         Cooper  Industrie* 

86.0 

16) 

91.1 

(3) 

41.7 

10 

Witco      8.0 

181.1 

117] 

134.0  (17) 

7.9 

8             National  Service      4. 1 

18) 

39.7 

|gl 

19.4 

11 

Pennzoil       7.1 

288.1 

H4| 

533.0     (8) 

6.2 

Industry  medians      6.8 

•■  S 

»->.b 

12 

Coastal  Corp      6.6 

433.2 

181 

465.8  (10) 

17.2 

FORBES,  APRIL  25,  1988 

Dependability: 


rofile  in  Quality  #9:  lb  many  people  the  quality  of  a  car  is  the  dependability  of  the  car.  Not  just  when 
\  's  new,  but  thousands  of  miles  down  the  road.  Ford's  quality  is  well  documented.  In  nationwide  surveys, 
nr  7  years  running,  owners  of  Lincoln,  Mercury  and  Ford  cars  and  light  trucks  have  reported  fewer 

roblems,  on  average,  thanowners  of  any  other  vehicles  designed  and  built  in  North  America* 
[  his  dependability  is  backed  by  Ford  Motor  Company's  6  year/60, 000  mile  powertrain  warranty* 


FORD 


MERCURY 


LINCOLN 


,** 


One  more  reason 

Ford  Motor  Company 

has  designed  and  built 

the  highest  quality 

American  cars  and  trucks 

for  7  years  running. 


u<wd 


Quality  is  Job  1. 

FORD  ■  LINCOLN   •  MERCURY   •   FORD  TRUCKS  •   FORD  TRACTORS 


'Based  on  an  average  of  owner-reported  problems  in  a  series  of  surveys  of  "81-'87  models  designed  and  built  in  North  America. 
'Restrictions  and  deductible  apply.  Ask  your  dealer  for  a  copy  of  this  limited  warranty.  Buckle  up — Together  we  can  save  lives. 


The  Forbes  500s-Jobs  and  Productivity 

Per  employ 

Rank                Company      Profits       Sales  ( 

ee  ($000) 

rank)  Assets 

rank) 

Employees                                                       Per  employee  ($000) 

(000)               Rank                 Company      Profits       Sales  (rank)  Assets  (rank) 

Employ  1 
(000  J 

13                            AMAX      3.8 

163.3 

118) 

191.6 

(16) 

20.7 

6               Hershey  Foods      9.2          151.3 

(7) 

102.3     (5) 

16.1  1 

13                    Ashland  Oil      3.8 

191.8 

(16) 

106.5 

118) 

38.1 

7                         HJ  Heinz      7.9           106.0 

(12) 

77.8     (8) 

48.0  | 

13                                USX      3.8 

259.7 

(15) 

365.4 

(12) 

53.5 

8                     Dean  Foods      7.0          230.2 

ID 

76.9     (9) 

6.5  1 

16      Diamond  Shamrock      2.4 

444.2 

(7) 

210.4 

115) 

3.9 

9                   Quaker  Oats      6.9           159.6 

16) 

91.0     (7) 

30.5  1 

17          Tesoro  Petroleum    -1.1 

601.4 

|4| 

233.3 

114) 

2.3 

10                             Borden      68           165.3 

15) 

105.5     (4) 

39.4  J 

18                    Murphy  Oil -10.1 

340.9 

(12) 

477.9 

(91 

4.3 

11               Ralston  Purina      6.1           100.4 

113) 

65.0  (13) 

58.9  1 

Industry  medians      9.0 

364.6 

471.9 

12              Campbell  Soup      5.5            96.5 

(14) 

68.8  (12) 

48.1  ] 

ENERGY-INTERNATIONAL  OIL 

13                 General  Mills      3.9             86.9 

115) 

40.2  (15| 

63.8  | 

1                              Exxon    47.9 

756.6 

(1) 

733.1 

ID 

101.0 

14                        ConAgra      3.5          219.8 

12) 

69.4  (11) 

42.2  J 

15                           Sara  Lee      3.3           107.8 

(ID 

56.2  (14) 

89.7 1 

2                            Amoco    29.1 

431.3 

(51 

530.8 

(5) 

46.8 

16             Castle  &  Cooke      2.8            50.6 

117) 

36.4  (17) 

34.6 1 

3                        Chevron    19.6 

506.2 

(31 

670.6 

12) 

51.4 

17                          Pillsbury      2.0             58.2 

116) 

39.8  (16) 

106.5  | 

4                              Mobil     10  1 

413.1 

(6) 

331.8 

16) 

124.0 

5  Occidental  Petroleum      3.6 

336.4 

|7| 

329.3 

17) 

50.8 

Industry  medians      6.9           139.9 

76.9 

6        Phillips  Petroleum      16 

484.0 

(4) 

546.8 

(4) 

22.2 

FOOD  PROCESSORS-COMMODITIES 

7                            Texaco  -86.3 

673.0 

(2) 

665.0 

13) 

51.1 

1              Archer-Daniels    31.6          589.8 

ID 

437.5     (1) 

10.5 

Industry  medians     10.1 

484.0 

546.8 

2      Pioneer  Hi-Bred  Intl     10.3           167.2 

13) 

190.4     (2) 

5.1 

ENERGY-OILFIELD  SERVICES 

3              Intl  Multifoods      7  1           179.8 

(21 

90.9     (3) 

9.0 

1          Dresser  Industries      2.4 

90.9 

(2) 

89.0 

(2) 

35.3 

Industry  medians    10.3           179.8 

190.4 

2                   Halliburton      1  0 

706 

13) 

68.5 

|3| 

47.7 

FOOD  PROCESSORS-MEATPACKING 

3                 Baker  Hughes -10  5 

91.4 

HI 

98.1 

HI 

22.0 

1                Geo  A  Hormel      7  2          326.7 

ID 

94.7     (1) 

7.4 

t 

Industry  medians       1.0 

90.9 

89.0 

2                    Holly  Farms      3.4           119.5 

[3| 

55.1      (2) 

12.8  1 

FINANCE-BROKERAGE  HOL'SES 

3                   Tyson  Foods      2.8             71.1 

(5) 

32.1      (4) 

25.3  | 

1              Morgan  Stanley    39.0 

531.1 

[3] 

5004.7 

141 

5.9 

4                United  Brands       1.6             82.7 

14) 

28.3     (5) 

39.5. 1 

5                  Wilson  Foods      0.7           280.3 

(2) 

43.9     (3) 

4.8  | 

2            Bear  Stearns  Cos    24.2 

343.0 

(4) 

5649  1 

131 

5.4 

3                    First  Boston    21.7 

679.2 

(2! 

7209.3 

(21 

5.0 

Industry  medians      2.8           119.5 

43.9 

4                         Salomon     18.0 

759.9 

HI 

9461  6 

HI 

7.9 

FOOO-MAIOR  SUPERMARKETS                                                                     t 

5                 Merrill  Lynch      8  6 

235.3 

(71 

12184 

161 

45.3 

1                   Lucky  Stores      3.5           166.9 

ID 

31.4     (3) 

41.5  | 

6                  PaineWebber      5  9 

191  9 

|7| 

1020.2 

161 

127 

2                    Albertson's      3.0          141.4 

12) 

33.8     (1) 

41.5  1 

7                 LF  Rothschild  -79  4 

2840 

15) 

42684 

|5| 

1.6 

3              Great  A&P  Tea      1.5          134  7 

(3) 

31.7     (2) 

70.8  1 

Industry  medians     18.0 

343.0 

5004.7 

3         Winn-Dixie  Stores       1.5           112.5 

14) 

19.6     (7) 

78.5  1 

FINANCE-SERVICES 

5            American  Stores       1.2           110.2 

(5) 

28.6     (5) 

129.5  1 

1                               MBIA  339.2 

618.1 

|4| 

5292  1 

|4| 

0.2 

5            Stop  &  Shop  Cos       1.2             92.4 

(7) 

28.9     (4) 

47.0  1 

7                              Kroger       1.1           105.4 

161 

26.6     (6) 

167.5  | 

2                  Student  Loan  166  2 

1531.8 

|2|  20995.0 

(21 

1.1 

3        Fedl  Natl  Mortgage  1 56  7 

4199.4 

(1143107.8 

HI 

2.4 

Industry  medians      1.5           112.5 

28.9 

4                           Dreyfus    87  9 

250.4 

|5] 

572.4 

1111 

1.1 

FOOD-REGIONAL  SUPERMARKETS                                                             ] 

5                   DCNYCorp    79  2 

728.4 

(31 

7971.1 

(3| 

0.4 

1                   Weis  Markets       S  8              86  4 

(51 

41.1      |3) 

13.1  | 

6                     H&R  Block    22  4 

226.7 

191 

126.9 

(13) 

3.3 

2                        Food  Lion      3.6           123.3 

(3) 

33.6     |5) 

24.0  1 

7             Beneficial  Corp    2 1 .2 

185.3 

111) 

1032.9 

(8) 

6.7 

3                      Giant  Food      2.8           119.9 

(4) 

38.0     (4) 

22.5  § 

8            Gulf  &  Western    16.9 

231.2 

16) 

735.3 

(10) 

20.7 

4                           Circle  K      2  6           127.2 

(2) 

62.2     (1) 

20.2  1 

9               Household  Intl     10.2 

158.4 

(12) 

781.9 

19) 

21.7 

5                        VonsCos    -0.2           154.5 

ID 

49.4     (2) 

21.2  1 

10          American  Express      6.5 

218.0 

110) 

1428.4 

16] 

81.5 

Industry  medians      2.8           123.3 

41.1 

11        Lomas  &  Nettleton      6.3 

229.1 

17) 

1546.7 

151 

4.2 

FOOD-WHOLESALERS 

12       Commercial  Credit      4.6 

227.5 

(8) 

1073.9 

(7) 

4.0 

1       Super  Food  Services      6.6          809.6 

HI 

127.1     (2) 

1.9 

n                     Southmark      3  ] 

76.2 

(13| 

288.2 

1121 

27.0 

2         Staley  Continental      6.3          367.9 

13) 

199.6     (1| 

9.3 

Industry  medians    21.2 

229.1 

lO7}.1* 

3                               Sysco      5.9          351.6 

(4) 

85.4     (3) 

11.4 

FOOD  PROCESSORS-BRANDED  FOODS 

4          Super  Valu  Stores      3  8          330 .5 

(6) 

73.2     (4) 

28.5 

1                              Kellogg    : 

215.8 

131 

152.6 

ID 

176 

5                        Wetterau      3.2          334.1 

(5) 

65.0     (6) 

11.8 

2              Wm  Wrigley  Jr    12  8 

142.0 

181 

74.1 

(10) 

5.5 

6                   Fleming  Cos      2.6          456.6 

12) 

71.2     (5) 

18.9 

3                   RIR  Nabisco     10.6 

129.9 

110) 

138.9 

(2) 

121.4 

7                     Nash  Finch      2.1           221.4 

17) 

40.6     (7) 

8.7 

CPC  International     10.1 

139.9 

(91 

93.0 

16) 

35.1 

8                   TW  Services      0.8             33.6 

(8) 

28.5     (8) 

743 

Kraft      96 

212.4 

(41 

118.0 

13) 

46.5 

Industry  medians      3.5           342.9 

72.2 
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We  purposely  delayed  our  decision  to  wait 
for  the  competition  ...we  shouldn't  have.' 


'-  •*{***-, 


— Manager  of  Communications  for  a 
major  manufacturing  corporation. 


1 


InteCom  provides  totally  integrated  sol- 
utions for  voice  and  data  communications. 

We  could  provide  support  for  such 
a  claim  ourselves. 

But  we  prefer  to  have  our  customers 
provide  it.  In  their  own  words.  They 
tend  to  be  far  more  persuasive.  And  in 
truth,  far  more  interesting. 

The  result  is  a  series  of  customer 
profiles.  The  first  of  which  details  the 
working  relationship  between  InteCom 
and  a  major  glass  manufacturing  corpo- 
ration where  InteCom's  IBX  works  as 
a  tandem  switch,  a  voice  switch  and  a 
data  switch  to  link  78  sites  in  the  U.S., 
about  2,000  data  terminals  and  a  tele- 
communications center. 

Actually,  we  like  to  think  of  these 
profiles  as  success  stories.  Success  that 
can  be  repeated  with  your  own  com- 
pany. No  matter  what  business  you're 
in.  No  matter  what  information  you 
need.  No  matter  what  system  you're 
currently  using. 

Find  out  how  InteCom  can  make 
a  difference.  Call  us  at  1-800-INTE-800 
(X2661)  for  a  complete  package  of  cus- 
tomer profiles.  In  Texas,  call  1-214-727-9141. 


rrretom 


A  subsidiary'  of  Wang  Laboratories.  Inc. 


WANG 


makes  rr  WORK. 


1 

The  Forbes  500s-Jobs  and  Productivity 

1 

Rank                 Company 

Per 

Profits 

employee  ($000) 

Sales  (rank)  Assets  I 

rank) 

Employees                                                        Per  employee  ($ 

(000)                Rank                 Company      Profits       Sales  (rank] 

0001 

Employ! 

(000 

Assets  (rank) 

HEALTH-DRUGS 

INSURANCE-BROKERS 

1      Marion  Laboratories 

44.6 

247.9 

(5) 

158.9 

(9) 

2.8 

1       Marsh  &  McLennan     14.2 

100.8 

HI 

76.7     (2) 

21.3 

2                      Genentech 

32.1 

166.1 

(6) 

470.0 

ID 

1.3 

2Alexander  &  Alexander      3.5 

60.5 

(21 

141.1      (1) 

18.5  J 

3                              Merck 

29.3 

163.8 

17) 

183.8 

(6) 

30.9 

Industry  medians      8.8 

80.7 

108.9 

4                           Eli  Lilly 

25.2 

142.6 

19) 

205.7 

(4) 

25.6 

INSURANCE-DIVERSIFIED 

5                             Squibb 

21.3 

1279 

(10) 

165.0 

(8) 

16.9 

1                      General  Re  206.4 

1453.8 

ID 

3978.8     (1) 

2.4    | 

6                  Bristol-Myers 

20.6 

156.6 

18) 

137.2 

(12) 

34.5 

2      Cincinnati  Financial    60.8 

576.8 

12] 

1170.8     |7) 

1.5    j 

7    American  Home  Prod 

19.3 

114.6 

(16) 

105.1 

(16) 

43.9 

3     American  Intl  Group    37.2 

402.8 

18) 

1017.9     (9) 

28.0  ■ 

8       Abbott  Laboratories 

17.2 

119.3 

(15) 

119.2 

(15) 

36.8 

4         American  General    34.8 

442.4 

16) 

1731.1      (2) 

16.2  1 

9                               Pfizer 

17.1 

121.9 

113) 

171.6 

(71 

40.4 

5                              Loews    29.7 

382.4 

19] 

948.1   (10) 

23.4  1 

10    SmithKline  Beckman 

16.3 

123.6 

(ID 

126.9 

114) 

35.0 

6                              Safeco    26.8 

300.7 

113) 

767.3  (12) 

8.6  I 

11                             Upjohn 

14.8 

122.8 

112) 

147.7 

110) 

20.6 

7                  Transamerica    25.5 

428.3 

(7| 

1392.2     (5) 

16.8  | 

12             Schering-Plough 

14.0 

119.4 

|14| 

140.7 

UD 

22.6 

8           Old  Republic  Intl    22  1 

235.4 

115] 

601.7   |161 

4.7  § 

13             Warner-Lambert 

9.1 

107.5 

(171 

76.4 

117) 

32.4 

9           Aetna  Life  &  Cas    19.6 

496.9 

14) 

1634.9     (3) 

44.5 

14     Alco  Health  Services 

7.7 

737.4 

(2) 

190.9 

(5) 

2.5 

10                                  Aon     17.6 

279.0 

114) 

800.5   (11) 

8.9 

15                      McKesson 

5.2 

415.9 

(41 

133.9 

113) 

17.1 

11            Lincoln  National     16.7 

490.6 

(5) 

1269.0     (6) 

14.2 

16            Bergen  Brunswig 

4.9 

784.9 

ID 

213.5 

13) 

4.3 

12               Farmers  Group     15.9 

73.1 

(17) 

223.3   (17) 

15.5 

17       National  Intergroup 

-1.5 

547.8 

(3) 

278.5 

12) 

7.2 

13                              Cigna    14.6 

343.4 

HD 

1086.4     (8) 

49.2 

Industry  medians 

17.1 

142.6 

158.9 

14              Reliance  Group    13.3 

354.0 

(10) 

755.8   (13) 

9.5 

HEALTH-MEDICAL  SUPPLIES 

15                            Kemper     13  2 

218.1 

(16) 

639.5  (15] 

16.8 

1                        Medtronic 

17.1 

124.1 

ID 

120.4 

12! 

4.9 

16           Continental  Corp     10.6 

334.4 

(12) 

700.4   |14) 

17.4 

2             Bausch  &  Lomb 

10.5 

103.1 

(31 

120  1 

(31 

8.2 

17                         Travelers      89 

515.1 

(3) 

1480.0     (4| 

33.9 

3                         Millipore 

9.5 

105  0 

(2) 

95.3 

15] 

5.0 

Industry  medians     19.6 

382.4 

1017.9 

. 

4                          CR  Bard 

8.4 

86.7 

15) 

65.9 

(6! 

7.4 

INSURANCE-LIFE  &  HEALTH 

5          Becton  Dickinson 

6.9 

83.5 

16) 

98.3 

(4! 

19.6 

1                First  Executive  169  4 

3315.9 

(1)15622.0     (1) 

1.1 

6             Baxter  Travenol 

5.3 

99.6 

[4| 

122.2 

ID 

62.5 

2                              USLife    48.0 

716.3 

13) 

2337.6     (3) 

1.7 

Industry  medians 

8.9 

101.3 

109.2 

3           American  Family    32.8 

602.1 

(51 

1614.4     (8) 

3.1 

HEALTH-SERVICES 

4                      Torchmark    32.0 

253.1 

(121 

674.8  (131 

6.3 

1         Community  Psych 

12.1 

57.3 

15] 

82.0 

121 

50 

5                 Jefferson-Pilot    28  1 

2000 

113) 

739.4  |12) 

5.3 

2                            Humana 

42 

66.8 

12) 

71.8 

|S| 

45.9 

6                                  ICH    25  7 

438.5 

19) 

1584.5     (9) 

5.5 

3         American  Medical 

2.2 

58.2 

141 

80.1 

14) 

47.0 

7                   UNUMCorp    24.1 

532.8 

(61 

1875.4     (6) 

3.9 

4           National  Medical 

1.2 

42.1 

16! 

468 

16! 

71.0 

8          Kaufman  &  Broad    23.7 

626.7 

14) 

2223.5     |4) 

2.4 

5        Beverly  Enterprises 

-0.3 

185 

17) 

18.3 

|7| 

113.0 

9            Monarch  Capital    21.2 

9596 

12) 

2534.0     (21 

2.1 

6                 Hospital  Corp 

-0.8 

61.5 

13) 

81.3 

13) 

76.0 

10               Capital  Holding     20.6 

401.3 

1101 

1243.8   (11| 

8.4 

7            Maxicare  Health 

-98 

296.8 

111 

188.5 

ID 

62 

11     Provident  Life  &  Ace     17.2 

461.2 

17) 

1733.6     |7) 

5.5 

Industry  medians 

1.2 

58.2 

80.1 

12     Integrated  Resources     16.8 

340.3 

UD 

1909.6     (5) 

3.2 

HEAVY  EQUIPMENT 

13     No'western  Natl  Life     111 

449.7 

18) 

1571.6  (10) 

2.9 

1                                   Pall 

• 

77.5 

[10| 

110  2 

131 

5.2 

14         American  Natl  Ins     12.2 

1198 

(15) 

550.7  (14) 

7.5 

2       Illinois  Tool  Works 

78 

124.4 

12) 

94.1 

[5| 

13.7 

15                         Primerica      8.0 

151.7 

|141 

532.9  (15) 

24.8 

3       Tecumseh  Products 

6.4 

85.7 

17) 

68.8 

19) 

111 

Industry  medians    23.7 

449.7 

1614.4 

4                        Caterpillar 

5.9 

152.1 

ID 

127.7 

12) 

53.8 

INSl'RANC 'E-PROPERTY  &  CASUALTY 

5                Stanley  Works 

4.5 

92.1 

15) 

72.5 

18) 

19.1 

1              Argonaut  Group  177.9 

443.3 

12) 

1923.5     (1) 

1.0 

6                               Deete 

4  3 

124.2 

13) 

135.0 

ID 

37.9 

2                            Chubb    340 

382.9 

13 1 

887.6     (4) 

9.7 

7                             Norton 

4.0 

82  1 

(9| 

67.6 

1101 

15.4 

3                     St  Paul  Cos    30.7 

324.4 

15) 

809.5     (5) 

10.4 

8                           Trinova 

3.7 

83.7 

(81 

65.7 

UD 

20.1 

4               Fireman's  Fund    28.9 

313.1 

16) 

765.6     (6) 

12.5 

9                lngersoll-Rand 

36 

89  1 

(61 

75.7 

17) 

297 

5                            USF&G    26.2 

477.4 

U) 

1003.2     (2) 

10.1 

10             Parker-Hannifin 

3.4 

743 

(ID 

55.3 

112] 

27  1 

6                               Geico    26. 1 

253.4 

19) 

456.4     (7) 

6.2 

1 1             Combustion  Eng 

2.2 

117.6 

(4| 

104.5 

(41 

25.9 

7                   Home  Group    24.6 

356.5 

14) 

920.0     (3) 

7.0 

12                           Timken 

(],. 

739 

(12) 

88.1 

16] 

166 

8         Hanover  Insurance    21.7 

274.5 

17) 

447.2     |9) 

5.1 

Industry  medians 

4.2 

87.4 

81.9 

9                      Progressive     17.0 

188.8 

(10) 

337.2  (10) 

5.3 

10                Ohio  Casualty     12.3 

267.8 

[8] 

456.0     (8) 

5.9 

Industry  medians    26.1 

318.8 

787.5 

192 
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loiv  enjoy  all  the  hallmarks  of  first  tlass. 
)n  SAA  business  class. 


Between  Europe  and  Southern  Africa,  enjoy  exceptional 
st  class  service  in  SAA  Gold  (Business)  Class. 

Maximum  convenience.  SAA's  the  better  connection 
-fly  from  your  choice  of  nine  European  gateways  with  more 
pn-stops  than  all  other  airlines  combined. 

Room  for  comfort.  Relax,  work  or  sleep  on  747s 
infigured  for  the  long  haul.  Now  with  new  wider,  contoured- 
\ishioned,  reclining  seats. 

Extraordinary  food  and  wines.  Enjoy  five-star  meals 
;  id  complimentary  bar  service,  featuring  a  choice  of  menus 
id  acclaimed  South  African  wines — Napoleon  s  favorites! 

Prestige  Club  savings.  Membership  stretches  your 
pilars  even  further  (thanks  to  the  rand's  high  exchange  rate!}. 
live  on  hotels,  car  rentals,  and  earn  free  tickets  to  SAA's 
\any  worldwide  destinations. 

To  treasure  the  enjoyment  of  flying  SAA  Gold  Class,  call 
800-SAA-4768  or  your  travel  agent. 


For  a  free  folio  on  SAA's  exceptional  Gold  Class  Service, 
phone  or  write:  SAA,  900  Third  Avenue, 
New  York,  NY  10022 


NAME:. 


TITLE:. 


COMPANY:. 


ADDRESS: 
STATE: 


.ZIP:. 


Blue  Diamond  First  Class  Service  information  also  available 
.  .  .  it's  something  else  altogether! 


SOUTH  AFRICAN  AIRWAYS 


The  Forbes  500s-Jobs  and  Productivity 

Pei 

Rank                Company      Profits 

employee  ($000) 

Sales  (rank)  Assets  | 

rank) 

Employees 

(000)                Rank                 Company 

Pet 

Profits 

employee  ($ 
Sales  (rank) 

)0(ll 

EmplojJ 

(000 

Assets 

rank) 

LEISURE-ENTERTAINMENT 

3  Columbia  Gas  System 

10.5 

263.1 

(3) 

510.4 

13] 

10.6 

1           Warner  Cornmun    35.9 

410.1 

HI 

469.5 

(1) 

8.3 

4         Pacific  Enterprises 

9.2 

195.9 

(4) 

184.5 

(51 

273] 

2                  Walt  Disney    15.2 

98.4 

(3) 

127.7 

(31 

30.0 

5                          Enserch 

1.9 

163.0 

(5) 

194.1 

[4] 

17.0  J, 

3                               MCA      8.4 

157.9 

121 

215.5 

(2) 

16.4 

Industry  medians 

10.5 

263.1 

510.4 

4     Bally  Manufacturing      2.1 

62.6 

(4| 

94.3 

(5) 

26.8 

NATURAL  GAS-PRODUCERS  &  PIPELINERS 

" 

5                United  Artists      2.0 

55.6 

(51 

99.2 

(4) 

12.6 

1          Panhandle  Eastern 

26.9 

388.4 

(41 

756.4 

(31 

ToT 

Industry  medians      8.4 

98.4 

127.7 

2                               Sonat 

23.7 

320.6 

(6) 

704.1 

(51 

4.4 

LEISURE-HOTELS  &  GAMING 

3                  Williams  Cos 

19.8 

391.2 

(3) 

756.3 

(4) 

4.6 

1               Golden  Nugget    45.8 

64.7 

ID 

181.7 

HI 

3.0 

4                 Texas  Eastern 

10.3 

384.1 

(51 

545.5 

16) 

9.2 

2          Prime  Motor  Inns      7.5 

31.7 

[5| 

88.4 

(2) 

8.0 

5                               Enron 

0.8 

839.5 

HI 

1094.4 

ID 

7.0 1 

3                 Circus  Circus      7.4 

54.7 

(21 

63.0 

(3) 

8.4 

6              Transco  Energy 

-16.3 

642.0 

(2) 

850.9 

12] 

5.1 

4                 Hilton  Hotels      4  0 

23.3 

16) 

40.7 

151 

35.0 

Industry  medians 

15.1 

389.8 

756.3 

5                         Holiday      2.6 

37.9 

(3) 

54.6 

(4) 

43.9 

PACKAGING 

6                          Marriott       1  1 

32.2 

[4| 

26.5 

16) 

202.8 

1               Longview  Fibre 

20.3 

172.5 

15) 

164.3 

13] 

33 

Industry  medians      5.7 

35.0 

58.8 

2               Temple-Inland 

12.7 

173.8 

(31 

254.5 

ID 

11.2| 

LEISURE-PHOTOGRAPHY 

3            (efferson  Smurfit 

11.8 

141.0 

16) 

88.6 

(7) 

7  8  ] 

1              Eastman  Kodak      9  6 

108.2 

121 

117.5 

H! 

1229 

4             Stone  Container 

9.4 

188.0 

ID 

132.9 

15] 

17.2  1 

2                          Polaroid      82 

124.1 

111 

114.3 

12) 

14.2 

5        International  Paper 

9.1 

173.5 

(4) 

194.6 

(2) 

44.8  J 

Industry  medians      8.9 

116.2 

115.9 

6                         Ball  Corp 

8.3 

132.6 

(8) 

100.0 

(6) 

8.0  1 

LEISURE-RECREATION 

7       Crown  Cork  &  Seal 

7.1 

138.8 

(7) 

85.5 

(8) 

12.4  § 

1    Carnival  Cruise  Lines    28.6 

1056 

13] 

176  2 

HI 

5.3 

8            Sonoco  Products 

4.7 

100.9 

(91 

67.5 

(9) 

13.0  ] 

9        Triangle  Industries 

2.4 

184.5 

121 

160.5 

(4] 

23.5  I 

2                      Brunswick      6  1 

111.8 

12) 

68.7 

|3] 

27.6 

3          Outboard  Marine      5.3 

132.5 

HI 

102.5 

121 

104 

Industry  medians 

9.1 

172.5 

132.9 

Industry  medians      6.1 

111.8 

102.5 

PAPER 

MtTALS  -NONTERROUS 

1       Consolidated  Papers 

21.9 

169.8 

15) 

183.9 

15) 

4.4  1 

1          Newmont  Mining  152.7 

231.0 

|3| 

882.8 

2                           Bowater 

16.6 

251.2 

ID 

346.9 

ID 

4.9  ]| 

3             Willamette  Inds 

14.3 

168.1 

(6) 

138.6 

UD 

8.5  1 

2  Battle  Mountain  Gold    98  6 

254.2 

121 

278.8 

131 

0.5 

4       Federal  Paper  Board 

12.9 

178.4 

13] 

205.8 

13) 

5.8  || 

3        Homestake  Mining    72.7 

151.7 

18) 

454.3 

(21 

2.0 

5    Gt  Northern  Nekoosa 

12.3 

158.8 

|7| 

217.1 

(21 

16.3 

4                             Asarco    27.6 

179.5 

[5| 

274.6 

14) 

7.6 

6                Champion  Intl 

12.1 

146.7 

(8! 

194.1 

(4] 

31.5  j 

5                 Phelps  Dodge     17  2 

184 .5 

(41 

2576 

[5| 

8.7 

7                   Union  Camp 

11.9 

132.4 

1101 

166.3 

(7) 

17.4  j 

6                      Engelhard     10  3 

3646 

(1) 

178.9 

|8| 

6.8 

8                           Potlatch 

11.6 

131.5 

(121 

173.1 

16) 

7.5  ] 

7            Reynolds  Metals      7  4 

158.4 

[7] 

1595 

(9) 

27.1 

9                        Westvaco 

10.7 

131.9 

(HI 

150.3 

(9) 

14.9  J 

8                               Alcoa      4.1 

142 .5 

(9! 

181.7 

|7) 

545 

10                               Mead 

10.6 

204.8 

(2| 

142.0 

110] 

20.6  1 

9                     KaiserTech  -28  9 

158.7 

|6| 

207.0 

|6| 

12.5 

1 1                    Fort  Howard 

9.7 

108.0 

(13| 

135.0 

112) 

16.3  1 

Industry  medians     17.1 

P9.5 

257.6 

12                 Boise  Cascade 

8.4 

175.4 

(4) 

154.9 

18] 

21.8  1 

ME1  Al  s  S  IFEL 

13     lames  River  Corp  Va 

5.4 

135.9 

(9) 

134.9 

113] 

36.0   1 

1                                   Nuiur     1  1  1 

189  1 

HI 

145  4 

111 

4.5 

Industry  medians 

11.9 

158.8 

166.3 

2                                 LTV     10.4 

157.1 

(3) 

118.3 

(51 

48.3 

RETAILING-APPAREL 

3            Inland  Steel  Inds 

166  5 

(21 

127.8 

(4) 

20.7 

1                                  Gap 

5.0 

76.7 

12) 

31.4 

[3| 

13.9    j 

4                           Armco      5  1 

141  1 

|4| 

134.3 

131 

20.8 

5             Bethlehem  Steel      S.O 

134.3 

151 

138  8 

12) 

34.4 

1                            Limited 

5.0 

75.7 

13) 

34.1 

(2) 

466    1 

Industry  medians       5.4 

157.1 

H4.1 

3                      Nordstrom 

4.4 

91.4 

ID 

58.8 

ID 

21.0  J 

4                          Melville 

3.3 

69.4 

[4] 

26.1 

15) 

85.5 

NATURAL  GAS-DISTRIBl  TOR*, 

5                  Brown  Group 

1.8 

62.7 

(5) 

25.6 

(6) 

26.8 

1                           Nlcoi 

485.0 

4  1 

6                          US  Shoe 

1.0 

59.8 

161 

30.4 

14] 

36.3 

2  Kansas  Power  &  Light     19.7 

258.9 

12) 

383.9 

131 

4.5 

Industry  medians 

3.9 

72.6 

30.9 

3               Southwest  (..is     .  4.5 

240  7 

1157  1 

111 

■>  7 

RETA1LING-DEPARTMENT  STORES 

Industry  medians     19." 

258  9 

485.0 

1           Mercantile  Stores 

5.9 

98.0 

12] 

61.1 

12] 

22.0 

NATURAL  GAS-IN  I  K. RATED 

2                      IC  Penney 

3.4 

85.9 

(3) 

60.7 

13) 

178.5 

1       Consol  Natural  Gas    24.7 

308  3 

,24.1 

[ZJ 

7.5 

3        Dillard  Dept  Stores 

3.3 

78.8 

15) 

53.5 

(41 

28.0 

2                               Arkla    21.3 

323  3 

686.9 

HI 

3.7 

3.0 

70.0 

|7|        41.9 
FORBES, 

(6)         147.4 
APRIL  25,  198 
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Company      Profits       Sales  (rank]  Assets  (rank) 


Employees  Per  employee  ($000) Employees 

(000)  Rank  Company      Profits        Sales  (rank)  Assets  (rank)        (000) 


Sears,  Roebuck 

3.0 

98.2 

(1) 

154.7 

ID 

493.2 

Federated  Dept  Strs 

2.3 

82.2 

|4| 

46.0 

15) 

135.3 

- 

Carter  Hawley  Hale 

-2.5 

75.5 

16] 

41.1 

17) 

35.0 

Industry  medians 

3.0 

82.2 

53.5 

'  RAILING-DISCOUNT  &  VARIETY 

1 

Wal-Mart  Stores 

3.9 

99.2 

,2'' 

31.7 

(7) 

162.0 

2 

Fred  Meyer 

2.2 

126.3 

ID 

42.8 

13) 

14.6 

3 

K  mart 

2.1 

79.6 

16) 

34.2 

15) 

325.0 

4 

FW  Woolworth 

2.0 

58.2 

(8) 

26.9 

18) 

122.5 

5 

Zayre 

1.9 

97.4 

|3] 

34.3 

,4' 

63.5 

6 

Dayton  Hudson 

1.8 

81.8 

14) 

46.6 

ID 

130.5 

- 

Ames  Dept  Stores 

1.3 

80.8 

15) 

32.4 

(6) 

26.2 

8 

Hills  Dept  Stores 

1.0 

75.7 

17) 

43.9 

12) 

20.0 

« 

Industry  medians 

1.9 

81.3 

34.3 

ETAILING-DRUGS 

1 

Rite  Aid 

5.5 

93.9 

(3) 

51.4 

ID 

24.2 

2 

Longs  Drug  Stores 

4.1 

147.7 

1 

39.5 

12) 

12.0 

5 

Walgreen 

2.4 

98.7 

121 

33.9 

(3) 

45.0 

Industry  medians 

4.1 

98.7 

39.5 

:ETAILING-MISCELLANEOUS 

1 

lostens 

10.7 

71.8 

ill' 

46.4 

112) 

8.0 

2 

Price  Co 

9.9 

421.9 

(1) 

116.2 

ID 

8.3 

3 

Tandy 

7.7 

97.5 

(101 

59.4  (10) 

37.5 

4 

Home  Depot 

6.9 

185.2 

,3! 

67.3 

(6) 

7.9 

5 

Toys  "R"  Us 

6.6 

102.2 

(91 

66.1 

|8| 

30.7 

6 

Sherwin-Williams 

6.5 

121.1 

16) 

77.0 

131 

14.8 

' 

Lowe's  Cos 

3.8 

165.3 

14] 

69.5 

(4) 

14.8 

8 

McDonald's 

3.5 

30.5 

113) 

43.9 

(13) 

159.0 

9 

Wickes  Cos 

2.3 

57.9 

12' 

67.3 

161 

60.0 

0 

Payless  Cashways 

1.9 

122.1 

15) 

56.3 

111) 

14.5 

\ 

Best  Products 

1.3 

107.1 

(81 

64.2 

19) 

19.3 

Service  Merchandise 

i  ; 

120.7 

(7) 

68.9 

15) 

22.5 

3 

Costco  Wholesale 

1.0 

343.9 

2 

94.7 

12! 

4.5 

Industry  medians 

3.8 

120.7 

67.3 

ERVICES  &  RELATED  PRODUCTS-INDUSTRIAL 

1  Rollins  Environmental 

47.0 

278.0 

ID 

269.6 

ID 

0.7 

2 

FlightSafety  Intl 

28.1 

87.3 

16) 

263.1 

(21 

1.5 

3 

Ecolab 

12.7 

91.8 

15) 

86.2 

15) 

111 

4 

Waste  Management 

11.9 

100.0 

(21 

121.6 

13) 

27.6 

5 

Browning-Ferris  Inds 

10.1 

96.7 

(31 

110.6 

14) 

18.2 

6 

Safety-Kleen 

9.7 

92.7 

[4! 

83.9 

16) 

3.6 

7 

Ogden 

1.4 

22.7 

I7) 

25.1 

17) 

37.8 

Industry  medians 

11.9 

92.7 

110.6 

SERVICES  &  RELATED  PRODUCTS-OFFICE 

1 

Microsoft 

62.6 

307.5 

13) 

277.3 

14) 

1.5 

2 

Lotus  Development 

39.7 

218.1 

16) 

175.1 

17) 

1.8 

3 

Computer  Associates 

36.4 

278.0 

14) 

360.8 

131 

2.2 

4 

Comdisco 

30.3 

1220.2 

ID 

3084.8 

ID 

1.0 

5 

Oracle  Systems 

28.6 

229.6 

15) 

214.9 

[5] 

0.8 

6 

PHH  Group 

10.4 

367.8 

|2| 

950.9 

12] 

4.2 

7 

Automatic  Data 

7.3 

71.6 

19) 

78.1 

19! 

20.5 

8 

Xerox 

5.2 

135.4 

(7) 

210.0 

16) 

111.7 

9 

Avery  International 

3.0 

126.8 

181 

90.9 

|8] 

11.6 

10 

Kelly  Services 

0.6 

14.0 

(101 

3.2 

110! 

83.0 

Industry  medians 

19.5 

223.8 

212.4 

SURFACE  TRANSPORTATION-RAILROADS 

1 

Union  Pacific 

12.5 

127.6 

13) 

234.5 

|4| 

46.6 

2 

Burlington  Northern 

8.7 

156.5 

12) 

258.8 

(3) 

42.3 

2 

CSX 

8.7 

162.5 

ID 

267.3 

2 

49.5 

4 

Consolidated  Rail 

8.0 

97.0 

16) 

203.1 

.6 

33.5 

5 

Santa  Fe  Southern 

7.3 

106.7 

15) 

230.4 

5 

SI  1 

6 

Norfolk  Southern 

4.8 

114.3 

14) 

273.1 

ID 

36.0 

Industry  medians 

8.3 

120.9 

246.7 

SURFACE  TRANSPORTATION-SHIPPING 

1 

Alexander  &  Baldwin 

37.8 

198.1 

2 

308.2 

(2) 

3.2 

2 

American  President 

19.9 

459.3 

ID 

402.5 

ID 

4.0 

Industry  medians 

28.8 

328.7 

355.4 

SURFACE  TRANSPORTATION-TRUCKING  &  LEASING 

1 

Ryder  System 

4.9 

121.0 

ID 

151.5 

ID 

38.1 

2 

Consol  Freightways 

2.9 

90.3 

12) 

54.1 

|2| 

25.5 

3 

Roadway  Services 

1.9 

71.4 

(4) 

41  3 

13) 

26.8 

4 

Yellow  Freight  Sys 

1.7 

72.0 

3 

37.8 

(41 

24.5 

Industry  medians 

2.4 

81.2 

47.7 

TELECOMMUNICATIONS-CARRIERS 

1 

Citizens  Utilities 

41.3 

176.8 

13) 

609.4 

12) 

1.5 

2 

Alltel 

18.4 

129.7 

15) 

296.5 

15) 

5.7 

3 

BellSouth 

17.0 

125.5 

(9) 

280.4 

18) 

97.8 

4 

Southwestern  Bell 

15.6 

118.9 

[13] 

319.5 

14) 

67.3 

5 

Bell  Atlantic 

15.4 

127.8 

18) 

263.7 

(10) 

80.6 

6 

Ameritech 

15.2 

122.2 

112) 

240.8 

113) 

78.0 

7 

US  West 

14.6 

122.5 

(ID 

276.9 

191 

68.9 

8 

Nynex 

13. S 

130.3 

14) 

245.7 

|12| 

92.8 

9 

Pacific  Telesis 

12.9 

124.4 

[10] 

286.8 

16) 

73.4 

10 

Centel 

12.3 

115.9 

[14! 

236.7 

(141 

12.7 

11 

Cincinnati  Bell 

11.5 

113.6 

(15i 

203.5 

115) 

5.6 

12 

So  New  England  Tel 

10.2 

107.1 

117) 

201.7 

116) 

13.7 

13 

GTE 

6.9 

95.8 

(18) 

1>  5 

117) 

161.0 

14 

American  Tel  &  Tel 

6.6 

108  4 

|16| 

124.0   (18) 

310.0 

15  MCI  Communications 

6.1 

282.5 

ID 

385.9 

[3] 

13.9 

16 

Contel 

1.9 

129.7 

15) 

246.0 

(ID 

22.4 

17 

United  Telecom 

-2.2 

128.1 

■ 

281.7 

17) 

23.3 

18 

McCaw  Cellular  Com 

-17.9 

200.1 

12) 

1354.7 

ID 

0.8 

Industry  medians 

12.6 

125.0 

270.3 
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J  Introducing  an  amazing  new  phenom  with  he' 

cious  stuff.  An  advanced  hydraulic  excavator  wil  1 

speed,  pinpoint  control  and  one  of  the  smoothe 

motions  in  the  game.  It's  called  DH  180,  and  it's  ju 

me  player  in  a  deep  roster  of  construction  ec 

»nt  Daewoo  has  been  fielding  all  over  the  wort 


* 


j,  ut  heavy-duty  machinery  isnt  the  only  thing  we're 
itching.  There  are  jetliners  and  oceanliners.  Micro- 

f  faves  and  microchips.  Automotives  and  automa- 
on.  For  the  compiete  score  call  201-438-8288. 

.   nd  find  out  how  our  lineup  can  help  your  team 

',   lake  it  to  the  big  leagues. 
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anking  The  Forbes  500s 


The  cross-reference  beginning  below  lists 
all  796  companies  that  show  up  on  at  least 
one  of  the  Forbes  500s  rosters. 


By  what  yardstick  does  one  measure  corporate  size? 
Profits  are  obviously  important.  The  Forbes  Profits  500 
shows  that  top-ranked  IBM,  which  earned  $5.3  billion, 
earned  82  times  more  than  Giant  Food,  the  500th  firm  that 
qualified  for  this  list.  But  a  survey  that  listed  corporations  by 
profits  alone  would  leave  out  the  likes  of  Texaco,  which  lost 
over  $4.4  billion  last  year  but  is  the  eighth-largest  firm  in 
terms  of  revenues. 

Wall  Street  measures  bigness  another  way — how  much  is  a 
company  worth?  Anadarko  Petroleum,  for  instance,  was  spun 
off  by  Panhandle  Eastern  in  1986.  With  sales  of  only  $230 


million  the  company  is  way  below  the  $1.3  billion  minii 
to  make  the  Sales  500  list.  But  investors  currently  think 
Anadarko  Petroleum  is  worth  more  than  its  size  alone  w<| 
suggest.  With  a  market  capitalization  of  $1.2  billion,  A 
darko  is  large  enough  to  place  366th  on  the  Forbes  Ma| 
Value  500. 

It's  for  such  reasons  that  Forbes  long  ago  chose  to  rank| 
largest  companies  in  the  U.S.  by  four  measures  of  bij 
Sales,  Profits,  Assets  and  Market  Value.  This  alphabetical! 
shows  all  companies  that  qualified  for  one  or  more  of] 
Forbes  500s  lists.  A  total  of  796  companies  are  here. 


-Where  they 
Sales 

rank:  1987- 
Market 
value 

Net 

prolils 

Company 

Assets 

-mil 

Sales 

(Smill 

Market 
value 

($mil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Numr 
emplw 

ithc 

Assets 

333 

168 

32 

49 

Abbott  Laboratories 

4,386 

4,388 

10,940 

632.6 

876.2 

.6 

14 

16 

83 

34 

Aetna  Life  &  Casualty 

72,754 

22,114 

5,141 

871.1 

958.9 

44 

■ 

■ 

246 

233 

Affiliated  Publications 

532 

490 

1,969 

183.3 

204.4 

2.1 

37 

284 

300 

211 

HF  Ahmanson 

30,507 

2,648 

1,625 

200.2 

273.5 

9.1 

476 

34() 

216 

239 

Air  Products  &  Chemicals 

2,778 

2,187 

2,228 

179.6 

430.6 

12 

126 

288 

324 

Albertson's 

1,402 

5,869 

1,693 

125.4 

198.5 

41 

397 

■ 

■ 

Alco  Health  Services 

474 

1,831 

210 

19.0 

23.0 

2 

200 

464 

414 

Alco  Standard 

1,311 

3,673 

938 

88.0 

130.7 

17 

■ 

■ 

494 

Alexander  &  Alexander  Services 

2,610 

1,119 

746 

64.9 

115.4 

18. 

■ 

406 

331 

Alexander  &  Baldwin 

982 

631 

1,089 

120.4 

161.5 

3 

340 

373 

251 

200 

Allegheny  Power  System 

4,304 

1,981 

1,912 

207.0 

365.8 

5 

190 

78 

115 

117 

Allcnis 

8,226 

8,293 

4,053 

335.1 

884.1 

63  j 

148 

46 

108 

54 

Allied-Signal 

10,226 

11,116 

4,236 

597.0 

962.0 

126.. 

■ 

■ 

460 

362 

Alltel 

1,682 

736 

956 

104.4 

229.6 

5. 

485 

■ 

■ 

■ 

Altus  Bank  FSB 

2,730 

283 

28 

0.1 

5.2 

1 

1SS 

84 

112 

184 

Aluminum  Co  of  America 

9,902 

7,767 

4,120 

224.0 

831.2 

-4 

365 

224 

249 

445 

AMAX 

3,969 

3,383 

1,935 

79.3 

273.2 

20. 

■ 

4.S8 

263 

301 

Amdahl 

1,508 

1,505 

1,845 

142.0 

248.4 

7.1 

282 

157 

238 

181 

Amerada  Miss 

5,305 

4,707 

2,042 

229.9 

661.3 

7.' 

120 

91 

68 

American  Brands* 

11,314 

6,029 

4,899 

522.7 

663.7 

42, 

« 

■ 

■ 

American  Capital 

5,753 

539 

62 

0.2 

13.3 

2 

■ 

■ 

■ 

American  Continental 

4,950 

731 

125 

22.1 

31.4 

u 

180 

122 

147 

American  Cyanamid 

4,129 

4,166 

3,705 

275.6 

476.4 

3<U 

« 

154 

86 

71 

American  Electric  Power 

14,011 

4,788 

5,080 

502.5 

957.6 

23.: 

1 

67 

American  Express 

116,434 

17,768 

9,626 

533.3 

533.3 

81.5 

dated  subsidiaries 

198 
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-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 

(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 

employed 

(thou) 

Assets 

300 

390 

390 

372 

American  Family 

5,031 

1,876 

1,144 

102.1 

102.1 

3.1 

46 

98 

114 

61 

American  General 

28,008 

7,157 

4,114 

563.0 

563.0 

16.2 

317 

146 

34 

35 

American  Home  Products 

4,608 

5,028 

10,565 

845.1 

957.7 

43.9 

47 

44 

36 

29 

American  International  Group 

27,908 

11,278 

9,806 

932.0 

932.0 

28.0 

382 

277 

433 

360 

American  Medical  International 

3,765 

2,735 

1,026 

105.1 

301.4 

47.0 

352 

■ 

397 

American  National  Insurance 

4,145 

902 

753 

92.1 

98  4 

7.5 

■ 

307 

432 

American  Petrofina 

1.836 

2,484 

767 

83.3 

219.9 

3.4 

■ 

398 

448 

American  President  Cos  Ltd 

1,599 

1,825 

618 

79.1 

154.3 

4.0 

449 

■ 

■ 

American  Savings  &  Loan  Assn  of  Fla 

2,988 

245 

129 

2.7 

5.4 

0.9 

359 

■ 

■ 

American  Savings  Bank  FSB 

4,053 

365 

83 

21.4 

33.7 

1.0 

■ 

223 

394 

321 

American  Standard 

2,398 

3,400 

1,130 

127.1 

244.1 

39.1 

386 

34 

312 

2"5 

American  Stores 

3,705 

14,272 

1,537 

154.3 

349.9 

129.5 

27 

9 

4 

6 

American  Telephone  &  Telegraph 

38,426 

33,598 

28,989 

2,044.0 

5,768.0 

310.0 

335 

■ 

■ 

■ 

AmeriFirst  Bank 

4,350 

414 

160 

11.1 

24.3 

2.2 

84 

61 

28 

20 

Ameritech 

18,784 

9,536 

11,619 

1,188.1 

2,981.2 

78.0 

147 

■ 

■ 

■ 

AmeriTrust 

10,334 

934 

662 

-10.1 

1-  - 

5.9 

■ 

352 

■ 

■ 

Ames  Department  Stores 

847 

2,112 

392 

33.0 

63.8 

26.2 

■ 

339 

■ 

■ 

Amiac 

1,078 

2,195 

550 

5.0 

49.6 

19.5 

53 

17 

10 

11 

Amoco 

24,827 

20,174 

17,777 

1,360.0 

3,655.0 

46.8 

'. 

■ 

473 

■ 

■ 

Amoskeag 

962 

1,436 

62 

0.3 

33.9 

23.9 

i 

■ 

328 

87 

165 

AMP 

2,082 

2,318 

5.02" 

249.7 

390.3 

21.9 

185 

95 

234 

214 

AMR 

8,442 

7,198 

2,073 

198.4 

684.3 

59.7 

204 

■ 

■ 

■ 

AmSouth  Bancorporation 

7,527 

640 

547 

60.2 

72.8 

4.7 

- 

" 

■ 

366 

■ 

Anadarko  Petroleum 

1,430 

230 

1,242 

9.1 

91.5 

0.7 

* 

198 

■ 

■ 

■ 

Anchor  Savings  Bank  FSB 

7,674 

6"8 

87 

24.9 

55.5 

3.5 

130 

79 

37 

51 

Anheuser-Busch  Cos 

6,515 

8,258 

9,779 

614  -> 

930.2 

41.7 

- 

213 

311 

323 

273 

Aon 

7,084 

2,469 

1.4^9 

156.2 

214.9 

8.9 

- 

461 

■ 

■ 

■ 

Apple  Bank  for  Savings 

2,867 

254 

116 

19.2 

23.8 

0.9 

- 

■ 

255 

81 

145 

Apple  Computer 

1,623 

3,041 

5,215 

280.4 

353.2 

6.4 

- 

318 

118 

125 

119 

Archer-Daniels-Midland 

4,585 

6,181 

3,660 

331.3 

497.9 

10.5 

. 

■ 

■ 

■ 

250 

Argonaut  Group 

1,847 

426 

345 

170.8 

170.8 

1.0 

■ 

■ 

■ 

483 

Aristech  Chemical 

551 

919 

682 

69.7 

99.0 

1.7 

■ 

■ 

427 

450 

Arkla 

2,524 

1,188 

1,043 

78.3 

181.4 

3.- 

473 

262 

450 

359 

Armco 

2,787 

2,927 

978 

105.4 

216.6 

20.8 

■ 

323 

318 

283 

Armstrong  World  Industries 

1,603 

2,365 

1,491 

150.4 

241.8 

24.1 

m 

■ 

497 

374 

197 

Asarco 

2,073 

1,355 

1,212 

208.4 

268.1 

7.6 

__ 

358 

93 

283 

293 

Ashland  Oil 

4,058 

7,308 

1,722 

146.2 

407.9 

38.1 

_ 

■ 

■ 

■ 

466 

Atlantic  Energy 

1,499 

648 

561 

73.8 

124.8 

2.2 

207 

■ 

■ 

■ 

Atlantic  Financial  Federal 

7,355 

720 

33 

4.8 

30.6 

1.9 

65 

26 

26 

19 

Atlantic  Richfield 

22,670 

16,282 

12,260 

1,224.0 

2,961.0 

26.2 

■ 

466 

137 

284 

Automatic  Data  Processing 

1,601 

1,467 

3,493 

149  8 

248.8 

20.5 

• 

■ 

467 

467 

■ 

Avery  International 

1,051 

1,466 

934 

34.7 

76.7 

11.6 

: 

■ 

428 

490 

■ 

Avnet 

1,094 

1,671 

845 

37.3 

67.7 

9.3 

- 

■ 

274 

268 

268 

Avon  Products 

2,559 

2,763 

1,833 

159.1 

229.9 

34.9 

_ 

■ 

370 

306 

■ 

Baker  Hughes 

2,154 

2,007 

1,603 

-230.3 

-88.1 

22.0 

. 

■ 

■ 

498 

492 

Ball  Corp 

795 

1,054 

825 

66.3 

107.6 

5.C 

■ 

427 

■ 

■ 

Bally  Manufacturing 

2,525 

1,676 

346 

57.1 

188.4 

26.8 

445 

■ 

■ 

■ 

Baltimore  Bancorp 

3,021 

249 

143 

22.4 

26.4 

1.0 

321 

399 

199 

135 

Baltimore  Gas  &  Electric 

4,510 

1  809 

2,328 

300.1 

478.7 

8.8 

85 

376 

197 

196 

Banc  One 

18,730 

1,960 

2,360 

208.9 

251.7 

13.3 

* 

274 

■ 

■ 

■ 

Banco  Popular  de  Puerto  Rico 

5,390 

457 

268 

38.3 

49.2 

4.0 

■  Noi  or 
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Power 


Consistent  performance.  Year  after  year.  Since 
ISoS,  clients  have  chosen  us  because  they  know 
-we  provide  the  consistency  they  seek. 

This  consistency  this  staying  power,  has 
placed  us  among  the  top  50  financial  institutions 
in  America  with  over  $22  billion  of  assets  under 
management.  More  than  S34  billion  oi  life  insur- 
ance in  force. 

Offering  Personal  Financial  Services. 
Employee  Benefits,  and  Asset  Management. 
Providing  wealth  accumulation,  retirement 
planning,  flexible  benefits,  cost  containment 
programs,  pension  tund  management,  and 
institutional  investments. 

It  consistent  performance  is  your  goal,  it  a 
solid  growth  pattern  is  what  you  are  after,  then 
demand  staying  power.  The  Power  of  the  Pacific. 

Pacific  Mutual 


m 


Pacific  Financial 
Companies 

THERTWEROFTHErAClHC 
I  S00  544-3600 


IV  \i'\\p 
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Ranking  The  Forbes  5 

IKK 

-Where  th< 
Sales 

Company 

Assets 
(Smil) 

Sales 

(Smil) 

Market 
value 

(Smil) 

Net 
profits 

(Smil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thou) 

\ssets 

Market 
value 

Net 
profits 

253 

■ 

■ 

■ 

Bancorp  Hawaii 

5,826 

493 

429 

53.9 

64.4 

3.3 

30 

174 

324 

■ 

Bank  of  Boston 

34,117 

4,269 

1,467 

19.7 

88.0 

20.1 

40 

287 

287 

306 

Bank  of  New  England 

29,475 

2,629 

1,703 

140.5 

198.6 

18.5 

62 

350 

488 

367 

Bank  of  New  York 

23,065 

2,141 

852 

103.4 

151.9 

9.8 

353 

■ 

■ 

■ 

Bank  South 

4,136 

396 

310 

27.0 

40.2 

2.9 

5 

58 

395 

■ 

BankAmerica 

92,833 

9,753 

1,124 

—955.0 

—729.0 

64.0 

17 

128 

189 

■ 

Bankers  Trust  New  York 

56,521 

5,693 

2,453 

1.2 

70.1 

11.7 

479 

■ 

■ 

■ 

BanPonce 

2,772 

255 

122 

12.0 

16.1 

2.1 

■ 

■ 

448 

■ 

CRBard 

488 

641 

994 

62.3 

87.1 

7.4 

58 

333 

289 

216 

Barnett  Banks 

23,451 

2,286 

1,691 

195.6 

257.5 

17.1 

■ 

■ 

380 

■ 

Battle  Mountain  Gold 

135 

123 

1,183 

47.6 

54.4 

0.5 

■ 

■ 

431 

422 

Bausch  &  Lomb 

979 

840 

1,029 

85.3 

122.1 

8.2 

200 

115 

74 

120 

Baxter  Travenol  Laboratories 

7,638 

6,223 

5,468 

331.0 

645.0 

62.5 

182 

■ 

■ 

487 

BayBanks 

8,506 

771 

597 

69.4 

93.8 

5.6 

38 

396 

491 

318 

Bear  Stearns  Cos 

30,262 

1,837 

844 

129.9 

129.9 

5.4 

■ 

436 

241 

315 

Becton  Dickinson 

1,926 

1,636 

2,001 

135.2 

231.9 

19.6 

71 

54 

24 

18 

Bell  Atlantic 

21,245 

10,298 

12,876 

1,240.4 

3,357.3 

80.6 

49 

39 

11 

9 

BellSouth 

27,417 

12,269 

17,335 

1,664.8 

4,162.7 

97.8 

218 

■ 

■ 

299 

Beneficial  Corp 

6,920 

1,242 

778 

142.2 

159.7 

6.7 

308 

■ 

■ 

■ 

Benj  Franklin  Federal  S&L 

4,900 

469 

35 

14.8 

29.7 

1.6 

■ 

230 

■ 

■ 

Bergen  Brunswig 

913 

3,358 

268 

20.8 

30.7 

4.3 

276 

326 

141 

173 

Berkshire  Hathaway 

5,380 

2,338 

3,384 

234.6 

260.9 

19.0 

■ 

363 

■ 

■ 

Best  Products 

1,240 

2,067 

188 

25.0 

63.6 

19.3 

315 

161 

410 

365 

Bethlehem  Steel 

4,775 

4,621 

1,078 

103.9 

442.8 

34.4 

■ 

354 

■ 

■ 

Beverly  Enterprises 

2,072 

2,094 

379 

—32.8 

60.7 

113.0 

■ 

368 

400 

497 

Black  &  Decker 

1,661 

2,018 

1,104 

64.3 

162.1 

20.7 

■ 

■ 

308 

468 

H&R  Block 

413 

737 

1,570 

72.8 

94.8 

3.3 

156 

■ 

■ 

437 

Boatmen's  Bancshares 

9,885 

842 

596 

81.4 

102.0 

5.5 

118 

30 

71 

76 

Boeing 

12,566 

15,355 

5,634 

480.0 

966.0 

136.1 

403 

195 

264 

234 

Boise  Cascade 

3,375 

3,821 

1,841 

183.0 

368.6 

21.8 

351 

112 

127 

150 

Borden 

4,157 

6,514 

3,646 

267.1 

426.2 

39.4 

487 

■ 

■ 

377 

Boston  Edison 

2,703 

1,181 

702 

97.7 

215.1 

4.5 

■ 

■ 

413 

439 

Bowater 

1,700 

1,231 

1,073 

81.1 

166.6 

4.9 

364 

■ 

■ 

■ 

Branch  Corp 

3,984 

360 

257 

33.5 

38.6 

2.9 

316 

137 

27 

41 

Bristol-Myers 

4,732 

5,401 

11,973 

709.6 

825.5 

34.5 

■ 

■ 

392 

354 

Brown-Forman 

1,019 

1,101 

1,131 

108.0 

140.7 

6.7 

■ 

426 

■ 

■ 

Brown  Group 

684 

1,678 

576 

46.9 

74.1 

26.8 

■ 

415 

111 

230 

Browning-Ferris  Industries 

2,013 

1,761 

4,133 

184.4 

375.4 

18.2 

■ 

249 

350 

252 

Brunswick 

1,896 

3,086 

1,316 

168.8 

310.2 

27.6 

136 

110 

96 

108 

Burlington  Northern 

10,948 

6,621 

4,672 

369.3 

903.3 

42.3 

■ 

468 

481 

■ 

Cabot 

1,614 

1,464 

880 

36.6 

136.2 

5.9 

54 

306 

■ 

254 

CalFed 

24,583 

2,484 

537 

166.9 

219.8 

6.8 

242 

■ 

■ 

■ 

California  First  Bank 

6,062 

581 

401 

40.1 

52.3 

3.9 

■ 

■ 

■ 

452 

CalMat 

663 

602 

778 

78.1 

113.4 

3.2 

412 

160 

130 

155 

Campbell  Soup 

3,309 

4,642 

3,608 

265.2 

409.8 

48.1 

278 

166 

73 

146 

Capital  Cities/ ABC 

5,378 

4,440 

5,587 

279.1 

437.4 

20.0 

146 

231 

358 

248 

Capital  Holding 

10,386 

3,351 

1,274 

172.1 

192.9 

8.4 

■ 

■ 

302 

276 

Carnival  Cruise  Lines 

941 

564 

1,617 

152.8 

177.3 

5.3 

199 

358 

171 

115 

Carolina  Power  &  Light 

7,648 

2,082 

2,692 

343.4 

710.6 

9.4 

■ 

286 

■ 

■ 

Carter  Hawley  Hale  Stores 

1,437 

2,641 

191 

—86.3 

—86.3 

35.0 

250 

■ 

■ 

■ 

Carteret  Bancorp 

5,906 

594 

186 

29.8 

38.7 

2.0 

■ 

419 

484 

379 

Castle  &  Cook 

1,260 

1,749 

876 

97.4 

137.4 

34.6 

Not  or 
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"It  is  not  enough  to  oppose 
protectionism  in  Washington. 
We  must  more  aggressively 
sell  New  Jersey  products  abroad!' 


"America  has  entered  an  era  of  international  economic 
competition  that  threatens  our  standard  of  living.  No  longer 
can  we  be  content  to  measure  our  performance  against 
New  York,  WisconsinorCalifomia.  We  must  castoureyesbe- 
yondourcountry's  borders  and  summon  even/ounce  of 
energy  and  imagination  to  meet  the  winds  of  change  blowing 
from  Shanghai  to  Sao  Paulo. 

"Asourtradedeficitagainsurpasses$150billion,  America 
has  toask  itself:  Will  our  future  be'Made  in  the  USA  or  'Made 
in  Korea?' 

"We  cannot  hide  behind  the  illusion  of  protectionism.  In- 
stead ,  we  m  ust  prepare  ourselves  to  compete  in  the  world 
marketplace.  This  is  not  simply  ajobfor  the  federal  govern- 
ment. All  of  us,  especially  the  states,  mustjoin  the  competition 
We  must  get  our  workers,  our  companies 
and  our  prod  ucts  ready  for  market. 

"Newjersey  is  particularly  well-eq  uipped 
to  take  the  lead.  Forsix  years  we  have  been 
investing  in  our  people  andour  industry.  Our 
education  reforms  have  upgraded  our  most 
important  resource  -  our  people.  Our  ad- 
vanced technology  centers  have  incubated 
thegrowthindustriesofthe21st  century. 
And,  since  1982,  our  Division  of  International 
Trade  has  increased  our  exports  and  brought 
foreign  investment  to  Newjersey. 

"Our  goal  is  to  give  Newjersey's  compa- 
nies the  edge  to  take  on  the  world." 

Governor  Thomas  H  Kean 
Annual  Message  to  the  Newjersey 
State  Legislature.January  12. 1988 

Since  1982.  Newjersey  has  been  helping 
small  to  mid-sized  businesses  become 
more  competitive  by  offering  seminarsand 
one-on-one  counseling  to  teach  them  how  to  sell  their  products 
overseas.  WeVe  put  them  in  touch  with  shippers  and  expediters 
And  arranged  for  them  tojoin  usat  international  trade  shows. 
We Ve  also  launched  an  export  finance  program  to  helpcom- 
paniessellabroadandwearepursuinganumberof  other 
ideas  that  will  help  Newjersey  become  an  example  other  states 
will  hopefully  follow. 


Governor  Thomas  H  Kean.  Commissioner  Borden  R  Putnanxt 
Mrs  Ming Hsu. Governor sSpecialTradeRepresenatl 
and  Director.  Division  of  International  7hl  I 


JerseyjJ^K)U 

Together 


ThomasH  Kean.  Governor    Borden  R  Pumam.  Comvn/ssro/ier  Department  of  Commerce.  Energy  &  Economic  Development 
Twenty  West  State  Street.  CN  820.  Trenton.  NJ  08625-609-292 -2444 
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New  Jersey  from  New  York  City's  Financial  District. 
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ew  Jersey  was  a  focal  point  of  the 
nation's  first  industrial  revolution, 
and  it's  occupying  a  similar  po- 
sition in  the  second  one.  As  the 
U.S.  economic  center  of  gravity  shifts 
from  smokestack  industries  to  high-tech 
and  service-oriented  businesses,  New 
Jersey  is  once  again  leading  the  nation. 
"As  a  result,  things  here  could  hardly  be 
better,"  says  Borden  R.  Putnam,  Commis- 
sioner of  New  Jersey's  Department  of 
Commerce,  Energy  and  Economic  Devel- 
opment. 

In  a  recent  address  to  the  state  legis- 
lature, Governor  Thomas  H.  Kean  said, 


"We  lead  the  states  in  office  construc- 
tion, in  new  business  formation,  and  in 
research  and  development.  We've 
reached  a  promised  land  that  was  once 
thought  unattainable — what  the  econo- 
mists call  full  employment.  Today  every 
New  Jerseyan  who  wants  a  job  can  find  a 
job." 

For  nearly  a  half-dozen  years  now, 
"New  Jersey's  economy  has  been  boom- 
ing," says  Edward  D.  Knapp,  chief  ex- 
ecutive officer  of  First  Fidelity  Bank,  the 
state's  largest  bank,  and  First  Fidelity 
Inc.,  a  statewide  bank  holding  company. 
For  those  who  are  statistically  minded, 


('(instruction  is  nearing  completion  on  the  second  building  in 
t     Tower  Center  at  the  New  Jersey  Turnpike  exit  in  East  Brunswick. 


Knapp  notes  that  per  capita  income  in 
New  Jersey  ranked  second  in  the  nation 
in  1986;  unemployment  rates  have  beer 
about  one-third  below  the  national  aver 
age,  and  investment  and  construction  fi 
ures  have  been  running  at  high  levels. 

For  a  more  impressionistic  assess- 
ment, however,  drive  along  Route  1  be 
tween  New  Brunswick  and  Princeton, 
where  dozens  of  companies  are  moving 
into  new  office  buildings.  Or  take  a  lool 
at  the  western  bank  of  the  Hudson  Rive 
from  the  Holland  Tunnel  to  the  George 
Washington  Bridge.  It's  now  a  20-mile 
strip  of  construction  projects,  as  multi- 
story apartment  and  office  buildings  ris 
along  an  area  that  is  often  referred  to  as 
the  "Gold  Coast."  Take  a  look  at  the 
boardwalk  in  Atlantic  City,  which  has 
been  transformed  into  the  nation's  most 
visited  resort  destination.  Or  drive  alon 
such  commercial  arteries  as  routes  78  ai 
206,  now  chock-a-block  with  office 
buildings,  some  for  giant  companies, 
some  for  would-be  giants — all  united  it 
their  belief  that  New  Jersey  provides  th( 
with  valuable,  cost-effective  access  to 
major  markets,  skilled  workers  and  a 
pleasant  lifestyle. 

"New  Jersey  has  undergone  remark 
able  changes  in  the  last  ten  years,  goin 
from  a  highly  industrial  state  to  more  ol 
service,  high-tech  headquarters  state, 
says  Robert  G.  Ripston,  vice  president 
of  human  resources  at  Ingersoll-Rand  C 
based  in  Woodcliff  Lake,  New  Jersey 
The  state's  economic  transformation  ha 
not  always  come  easily. 

As  manufacturing  declined,  "there 
was  a  lot  of  social  distress"  in  the  cores 
New  Jersey's  largest  cities,  Putnam 
says,  but  now  these  areas  are  sharing  i) 
the  renewal.  Several  office  towers  are 
rising  in  Newark,  for  example,  and  an 
aquarium  and  new  Campbell  Soup 
headquarters  are  anchoring  the  renewal 
Camden's  core.  Gentrification  is  trans 
forming  the  older  cities  along  the  Huds 
River. 


The  boss  wasn't  born  in  theUSA, 
but  he  loves  New  Jersey,  too. 


In  1980  we  moved  our  headquarters  here 

and  we've  been  singing 

New  Jersey's  praises  ever  since." 

Mr.  Ken  Hiyama,  President 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba  America,  lnc.,82  Totowa  Road.  Wayne,  NJ  07470 
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"We've  gone  through  several  years  of 
adding  in  the  neighborhood  of  100,000 
new  jobs  a  year,"  says  Adam  Broner, 
chief  economist  of  the  state's  Department 
of  Commerce,  Energy  and  Economic 
Development.  "As  a  result,  we've  not  only 
reduced  the  unemployment  rate,  we've 
increased  the  labor  force  by  involving 
women  and  people  who  hadn't  been 
working.  And  we've  significantly  reduced 
the  unemployment  rate  for  minority 
young  people.  Overall,  about  half 
of  the  state's  new  jobs  have  gone  to 
minorities." 

The  economic  upsurge  reflects  sever- 
al factors.  First  Fidelity's  Knapp  cites 
"New  Jersey's  locational  advantages 
with  regard  to  markets  and  transportation 
facilities."  The  state  is  at  the  heart  of  the 
populous  East  Coast  corridor — in  the 
middle  of  one-third  of  the  nation's  pop- 
ulation. 

Moreover,  Robert  Van  Buren,  chair- 
man of  the  board  of  Midlantic  Corp.  and  of 
the  New  Jersey  Bankers'  Association, 
notes,  "We  also  have  a  governor  and  legis- 
lature who  recognize  the  value  of  work- 
ing with  the  business  community  and  pro- 
viding progressive  legislation  to  encour- 
age growth  and  development."  The  state 
government  has  created  an  array  of  busi- 
ness incentives  ranging  from  ten  enter- 
prise zones  to  low-cost  financing,  so 
public  policy  has  reinforced  New  Jersey's 
fundamental  attractions. 


Then  too,  the  state  has  abundant  in- 
tellectual resources — ranging  from 
Princeton  and  Rutgers  universities  and 
the  New  Jersey  Institute  of  Technology 
to  the  Bell  and  Sarnoff  laboratories. 
"These  resources  help  the  state  attract 
technology-based  businesses,"  says  Dr. 
James  J.  Tietjen,  head  of  the  Sarnoff  Re- 
search Center.  Indeed,  as  Governor 
Kean  has  pointed  out,  "The  state  that  was 
home  to  Edison  and  Einstein  is  fourth  in 
the  number  of  high-tech  firms  and  third  in 
the  number  of  patents.  A  tenth  of  the 
nation's  research  dollars  are  spent  here." 
New  Jersey  has  140,000  scientists  and 
engineers,  putting  the  state  first  in  the 
nation  in  terms  of  the  portion  of  its  popu- 
lation with  high-tech  training.  All  of  this 
has  provided  fertile  soil  for  attracting 
high-tech  companies  and  creating  new 
ones. 

To  be  sure,  the  manufacturing  econo- 
my is  still  important.  The  pharmaceutical 
and  chemical  companies,  the  oil  refin- 
eries and  the  industrial  plants  that  have 
been  fixtures  of  the  state  are  still  sub- 
stantial, and  the  state  works  hard  to  retain 
them,  (see  page  13. )  But  economist 
Broner  notes  that  manufacturing  jobs  have 
fallen  from  half  of  the  state's  employ- 
ment to  less  than  20  percent,  about  aver- 
age lor  the  nation.  The  700,000  remain- 
ing production  jobs  have  been  overshad- 
owed by  the  rapid  growth  in  high- 
lechnology  ami  ser\  iee  industries. 
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onmouth  College  is  one  of  the 
state's  63  colleges  and  univers 


The  financial  services  sector  is  not 
only  growing  rapidly  in  New  Jersey  butl 
also  changing  dramatically.  "New  Jer- 
sey crossed  a  historic  threshold  at  the 
beginning  of  1988  when  the  state's  borl 
ders  opened  to  national  banking  on  a  n 
ciprocal  basis,"  says  Van  Buren  of  Mic 
lantic  Corp.  First  Fidelity  of  Newark 
joined  forces  with  Fidelcor  of  Philadel- 
phia last  year,  while  Midlantic  Banks  c 
Edison  has  agreed  to  buy  Continental 
Bankcorp  of  Philadelphia.  For  busines 
es,  Van  Buren  says,  growth  in  the  size 
and  scale  of  the  state's  banks  "will  mea 
access  to  the  banking  technology  and 
expertise  that  large  organizations  can  p 
vide  and  an  ability  to  satisfy  the  finan- 
cial  needs  of  the  largest  corporations  fr 
banking  organizations  within  our  state. 

The  overall  expansion  of  the  econom 
is  hard  to  miss.  As  Kenneth  LeFevre, 
Deputy  Commissioner  of  the  state's  De 
partment  of  Commerce,  Energy  and  Ec 
nomic  Development  says,  "If  you  don't 
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etsity  Park  in  Princeton  exemplifies 

the  state's  many  suburban  office  campuses. 
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"428  offices  in  a  thriving  region, 

sophisticated ,  banking  services,  and  a  loan 
limit  approaching  $200  million.  The  new 
Midlantic  Corporation  is  stronger  and 
hungrier  than  ever. " 


Robert  Van  Buren, 
Chairman 
Midlantic  Corporation 


State  lines  don't 
limit  your  company's 
potential,  and  state 
lines  don't  limit 
Midlantic's  either. 
Since  our  merger 
with  Continental 
Bancorp  of  Penn- 
sylvania, Midlantic 
Corporation  has  con- 
tinued moving  rapidly 
up  the  ranks  of  the 
Super  Regional  Banks. 
A  glance  at  our  perfor- 
mance shows  that  our 
growth  has  been  strong 
and  consistent  over  time. 


■ 


Our  capital  base  now 
exceeds  one  billion  dollars.  In 
fact,  if  you'll  compare  today's 
Midlantic  with  other  well- 
known  Super  Regionals,  you'll 
see  that  we  rank  with  the 
strongest. 

Take  a  closer  took.  For  more  information  about 

the  new  Midlantic  Corporation,  call 1-201-321-8290. 


EARNINGS 
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RETURN 

ON 
AVERAGE 
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MIDLANTIC 

18.0% 

23.3% 

16.58% 

1.03% 

35  BANK 
INDEX' 

11.5% 

8.7% 

12.76% 

0.63% 

•Salomon  Broihers  35  Bank  Index 


Data:  1982-1986 


That  won't  surprise 
Midlantic  customers  who  know 
that  we  provide  the  kind  of 
aggressive  dedication  to  their 
business  needs  that  has  made 
"hungry  banking"  an  office- 
hold  word.  They  turn  to  us  for 
cash  management,  real  estate 
financing,  mortgage  banking, 
international  services,  pension 
management,  corporate  trust 
and  more. 

In  short:  a  sophisticated 
financial  services  company 
that  offers  all  of  the  products  a 
growing  business  needs. 

In  shortest:  get  to  know 
Midlantic  better. 

^m  ^m  «  MEMBER  FDC 

Midlantic 

Midlantic  Banks  and 
Continental  Bancorp  are  members 
of  Midlantic  Corporation. 


Imagine  aplace 
where  vou're  at 


liberty  to  be  your 
best. 


The  New  York  And  New  Jersey  Region. 

Twenty  five  miles  in  every  direction  from  the  Statue  of  Liberty 
is  a  bi-state  region  with  one  state  of  mind— success. 

It's  home  and  workplace  for  16  million  people  with  an  annual 
after-tax  income  of  $236  billion  and  $100  billion  in  buying 
power.  A  marketplace  of  33,000  manufacturing  and  industrial 
facilities.  Where  all  kinds  of  businesses  from  start-ups  to  the 
world's  most  prosperous  corporations  grow  stronger  every  day. 

It's  Gateway  America,  the  region  of  The  Port  Authority  of 
New  York  and  New  Jersey.  We  build  and  operate  this  area's 
airport  and  containerport  complexes— the  most  sophisticated 
transportation  network  in  the  world.  And  we're  investing  billions 
of  dollars  to  keep  it  that  way  through  the  21st  century. 

We  provide  many  of  the  services  and  support  that  give  people 
here  the  liberty  to  combine  a  love  for  life  with  uncommon 
business  success. 
And  we'd  like  to  share  it  all  with  you. 

the  roOTAiiraoRirvwo^©™ 


To  find  «»ui  more  write  or  call  today.  Phil  LaRocco,  Director  <  >i  World  Trade  and  Economic 
1  ><  vebpmenl    63W,  The  Port  Authority  <>t  New  York  and  New  Jersey  One  World  Trade  Center, 
NewYork.NYli  J.  In  New  York.  (212)  466-8848 

current  annual  report,  writ  itAuthoritj  ol  M  &  NJ,  MAP68W, 

One  Woiid  TradeCenter,  New  York,  NY  HX)48 


Still  Crazy 
After  All  TheseYeais* 


1946 

When  the  David  Samoff 
Research  Center  was  working  on 
color  TV  in  the  early  1940s,  people  may 
have  thought,  "That's  crazy!"  Yet,  in  46 
we  publicly  demonstrated  a  practical,  all- 
electronic  compatible  color  TV 
system.  It  was  accepted  as  the 
industry  standard  in  1953, 
and  is  still  used  today. 


1964 


In  the  1950s,  the  concept  of  low-power,  high-speed  integrated 
circuits  a  few  thousandths  of  a  square  inch  in  size  existed 
only  in  science  fiction,  and  the  laboratory.  But  in  1964, 
we  introduced  the  first  complementary  metal 
^^    oxide  semiconducting  chip.  Then  demon- 
ly'    stated  its  marketplace  value  by  building  the 
r    first  CMOS  8-bit  microprocessor. 


198i 


1955 -'86 

.  Is  it  outrageous  to  work  with  an 
Emmy-award  winning  research  center? 
The  fact  is,  we've  won  two  Emmys  over 
the  years  for  bringing  new  technology 
into  the  home:  one  in  1955  for  the  tri- 
color picture  tube  and  another  in 
1986  for  stereo  TV.  Today,  we're 
advancing  audio,  video  and 
computer  technologies  that  may 
become  the  fully  integrated  home 
information  center 
of  the  future. 


Was  it  preposterous  of  us  to  try  to 
reproduce  the  power  of  a  room-sizeT 
laser  in  a  smaller  unit?  No,  we  actually  made  our  latest 
surface-emitting  diode  lasers  smaller  than  the  head  of  a 
pin.  But  what's  really  incredible  are  the  opportuni 
ties  they've  opened  for  miniaturizing  equip- 
ment in  medicine,  computing  and  satel- 
lite communications.      ^<«b» 
/ 


1982 

Once  world 
communications  had 
been  linked  via  satellite,  further 
innovations  seemed  highly  improbable. 
Then  one  of  our  multidisciplinary  research 
teams  developed  the  first  solid  state  amplifier 
for  use  in  orbit,  which  doubled  the  capacity  of  our 
early  "birds,"  and  extended  their  operating  life. 


1987 

During  the  early  60s, 
we  were  a  pioneer  in 
superconductivity  research, 
and  the  leader  in  developing 
commercial  applications  for 
superconducting  wire  which 
operated  at  extremely  low 
temperatures.  Modern 
superconductors  have  no 
resistance  to  electricity  at 
twice  the  previous  tempera- 
ture and  can  levitate  a  magnet 
like  the  one  shown  here,  but  we're  working  on  super- 
conductive circuits  that  will  operate  at  room  temperature. 


For  over  40  years,  the  David  Sarnoff  Research  Center  has  been  turning  man's  wildest 
flights  of  fancy  into  marketplace  realities. 

Now,  after  all  those  years  as  a  proprietary  R&D  facility  for  RCA  and  General  Electric,  Sarnoff 
is  an  independent  contract  research  center. 

And  business  is  growing  like  crazy. 

Our  continuing  success  in  contracts  and  joint  ventures  ranges  from  computerized  automobile 
controls  and  radar  measurements  for  steel  blast  furnaces  to  plasma  physics. 

Work  in  progress  spans  everything  from  high-definition  television  systems  to  transmitting  data 
by  laser  to  erasable  optic  disks.  For  our  current  capabilities  report, 
contact  Joseph  C.  Volpe,  Vice  President,  Marketing,  at  the 
David  Sarnoff  Research  Center,  CN  5300,  Princeton,  NJ  08543-5300, 
or  call  (609)  734-2178. 

Then  bring  us  your  troublesome  projects,  allegedly  impos 
sible  technological  hurdles  and  seemingly  unreachable  goals. 

We're  crazy  enough  to  turn  them  into  serious  successes. 


DAVID 


^^  DAVID  ++ 

Sarnoff 

RESEARCH  CENTER 


A  subsidiary  of  SRI  International 
Heads  in  the  clouds,  feet  on  the  ground. 


Emmy  -tatuette  is  trademark  of  ATAS  NATAS 
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drive  down  a  highway  for  a  month  or  so, 
when  you  come  back  to  it,  there's  always 
new  construction  going  on." 

Economic  activity  continues  to  ex- 
pand from  old  business  centers  along  the 
Hudson  and  Delaware  rivers.  The 
growth  that  is  pushing  outward  from  New 
York  City  and  upward  from  Philadel- 
phia "is  almost  ready  to  meet,"  says  Le- 
Fevre,  adding  that  many  companies  that 
have  customers  in  both  New  York  and 
Philadelphia  have  moved  into  Mercer 
County,  in  the  middle  of  the  state. 

Meanwhile,  the  southern  part  of  the 
state  is  also  prospering.  Casino  gambling 
was  legalized  in  Atlantic  City  in  the 
hopes  of  restoring  luster  to  that  fading 
resort  area,  and  the  growth  has  sur- 
passed many  expectations.  The  31  million 
people  who  visited  Atlantic  City  last 
year  pushed  it  past  Disney  World  as  the 
most  popular  resort  destination  in  the  U.S. 


Casino  revenues,  which  totalled  $2.5 
billion  last  year,  are  expected  to  grow 
when  the  Taj  Mahal,  the  latest  casino, 
opens.  It's  also  expected  to  add  4,000 
jobs. 

"The  plans  for  a  new  convention  cen- 
ter are  moving  along  and  the  hotel  room 
count  is  rapidly  increasing,"  says  Ste- 
ven J.  Batzer,  chairman  of  the  insurance 


brokerage  firm  of  Bayly,  Martin  &  Fay 
and  the  Atlantic  County  Economic  Deve 
opment  Advisory  Commission.  Batzer, 
who  is  also  chairman  of  the  Governor's 
Advisory  Commission  on  Gambling, 
points  out  that  Atlantic  City  has  had  to 
focus  on  day  trippers  because  of  limited 
transportation  connections.  But,  David  F 
Hanlon  says,  "In  April  of  1989  we'll 


Atlantic  City's  casino-lined  beach  is  one 
11     of  the  nation's  major  tourist  attractions. 


EXCELLENCE 


-WE  HAVEN'T 

REDEFINED 

THE  WORD, 

BUT  WE  HAVE 

REVIVED 
ITS  MEANING. 
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Bayfy  Martin  &  Fay        \eiv  Jersey 
Sk-ivnJ  Batzm  Qbatrmati 
resident    Lawrence  D.  Co&in,  Senior  Vice  Presitkml 
■;  ( lid)  DritM     Wat  Atlantic  <  ity,  \J  08232 

609^41-8900 


begin  rail  service  from  Philadelphia, 
which  will  connect  to  New  York  and  the 
Washington-Baltimore  area.  Moreover, 
we'll  soon  have  the  first  scheduled  air 
service  to  Atlantic  City,  when  USAir  initi 
ates  flights  from  its  hub  in  Pittsburgh. 
We  expect  other  scheduled  airline  servic 
to  follow."  Hanlon,  who  is  president  of 
Harrah's  Atlantic  City  and  chairman  of  th 
Casino  Association  of  New  Jersey,  adds, 
"These  two  things  will  have  a  very  signifi 
cant  effect  in  broadening  the  market 
beyond  day  trippers." 

Meanwhile,  Batzer  says,  "If  you  look 
at  Atlantic  County,  you  can  see  the  resi- 
dential and  light  commercial  develop- 
ment that's  taking  place  as  a  result  of  thi 
casino  industry.  The  casinos'  suppliers 
have  expanded  all  over  the  place,  and 
they've  generated  a  significant  number 
of  jobs  and  retail  development."  The  in* 
pact  was  felt  first  in  the  suburban  areas, 
but  it  is  gradually  extending  to  depressei 
areas  in  Atlantic  City,  Batzer  says. 

However,  Batzer  emphasizes  that 
there's  more  going,  on  economically  than 
gambling  in  Atlantic  County.  For  exam- 
ple, the  federal  government  is  investing 


Brother  International  Corporation 
8  Corporate  Place,  Piscataway,  NJ  08855-0159   1-800-284-2844 
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Official  Sponsor  ol II*  1968 US. Olympic  Team 


We're  at  your  side. 
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$2billion  in  its  FAA  Technical  Center,"a 
major  high-tech  project  that  has  brought 
several  firms  into  the  area,"  he  says. 
Knapp  of  First  Fidelity  adds,  "We 
have  a  degree  of  diversity  in  our  economy 
which  makes  us  the  envy  of  the  rest  of 
the  nation."  The  Port  Authority  of  New 


I 


|ew  Jersey  has  127  miles 
of  white,  sandy  beaches. 


York  and  New  Jersey  is  forecasting  fur- 
ther growth  throughout  1988  in  the  eight 
counties  in  northern  New  Jersey.  Many 
communities  are  developing  plans  to  make 
sure  this  growth  is  channeled  effective- 
ly, and  plans  are  in  place  to  cope  with 
additional  people  and  traffic. 

New  Jersey  is  the  nation's  most  in- 
tensely urban  state — claiming  more  miles 
of  roads  and  railroad  tracks  than  any 
other  state.  But  precisely  because  it  is  so 
urban,  the  high  degree  of  density  has 
accommodated  economic  expansion  while 
l»a\  ing  the  state  with  many  scenic  at- 
tractions, including  the  Jersey  Shore  and 
the  Pine  Barrens.  The  state  is  still  filled 
with  historical  attractions,  from  the  site 
where  \\  ashington  crossed  the  Dela- 
ware  to  the  Revolutionary  War  battle- 
grounds in  Princeton. 

The  new  economic  environment  also 
has  been  accompanied  by  a  new  natural 


environment.  Once  the  butt  of  jokes 
about  smoke  and  pollution,  New  Jersey 
now  has  the  toughest  pollution  control 
laws  in  the  nation.  The  increasingly  afflt 
ent  state  has  also  improved  its  educa- 
tional system.  Indeed,  U.S.  Secretary  of 
Education  William  Bennett  has  said, 
"It's  hard  to  find  a  state  that  has  done  moi 
than  New  Jersey."  Moreover,  the  state 
has  flourishing  arts  institutions,  from  tm 
New  Jersey  Symphony  to  the  McCarter 
Theater  in  Princeton.  These  institutions 
will  be  joined  by  a  new  $200-million  art 
center  planned  for  Newark  that  will  corn 
tain  five  theaters. 

The  widening  range  of  entertainment 
alternatives,  is  embodied  in  the  Meadow-I 
lands,  where  events  are  scheduled  al- 
most daily,  from  heavy  metal  to  chambe 
music  concerts,  from  harness  racing  to 
computer  fairs.  This  complex,  rising  out  d 
former  swamp  lands  and  dumping 
grounds  in  Secaucus,  is  home  to  the  Gi-i 
ants,  Jets,  Nets  and  Devils,  but  it's  also 
sparking  substantial  new  construction  in 
its  environs.  The  Meadowlands,  like  the 
rest  of  New  Jersey,  has  varied  attractions 

Adler-Royal  Business  Machines  is 
headquartered  in  Union,  N.J.,  and  Presil 
dent  Frank  P.  Masi  says  this  enables  the) 
company  to  have  a  convenient,  yet  eco-  I 
Domical  location.  It's  close  to  the  na- 
tion's most  populous  markets.  Close  to  a] 
major  airport — Newark  International —  I 
one  of  the  world's  busiest.  Close  to  a  majol 
port.  Close  to  the  world's  largest  finan-   I 
cial  markets.  "From  a  business  stand- 
point, were  only  minutes  away  from  a    i 
major  airport  and  the  cities  of  New  ^  oik 
and  Philadelphia,  and  yet  we  feel  we're 
living  in  the  country  at  the  same  time." 
Masi  says. 

New  Jersey  is  at  the  forefront  of  the 
new  American  economy,  an  economy  tha 
still  has  .1  strong  manufacturing  sector, 
but  is  also  enjoying  dramatic  growth  in 
service  and  high-tech  industries,  an 
economy  that  has  prospered  by  offering 
the  right  combination  of  economical  op- 
erating costs  and  a  pleasant  setting.* 


between  people 
and  companies 
are  based  on  tmsL 
Working  together 
in  the  pursuit  of 

individual  goals 
creates  a 

productive 

and  vital  society. 

NGERSOLL  ~ 


7b  find  out  more  about  IngersoU-Rand 
products  or  for  a  copy  of  our  annual 
'^>0rtJ  "i?teln9ersoll-Rand  Companu, 
WoodcliffLake,  NJ  07675 
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Qusiness  Retention  Program 


r  he  migration  of  businesses  to 
New  Jersey  has  been  a  highly  visi- 
ble component  of  the  state's  eco- 

I    nomic  transformation  in  recent 
years.  But  it  has  been  accompanied  by  a 
continuing  effort  to  retain  existing  busi- 
nesses and  help  them  expand  in  the 
state.  "That's  something  that  we've  been 
doing  quietly  but  very  successfully  for 
the  last  five  years,"  says  Kenneth 
LeFevre,  Deputy  Commissioner  of  the 


state's  Department  of  Commerce,  Energy 
and  Economic  Development. 

Since  the  New  Jersey  Business  Re- 
tention and  Expansion  Program  was  creat- 
ed in  1983,  it  has  helped  solve  an  esti- 
mated 600  business  problems,  saved  hun- 
dreds of  jobs  and  generated  hundreds 
more.  The  program,  which  asks  local  busi- 
nesses to  identify  their  problems,  and 
responds  to  them,  is  highly  cost-effective, 
says  Borden  R.  Putnam,  Commissioner 
of  the  state's  Department  of  Commerce, 
Energy  and  Economic  Development: 
"It's  easier  and  far  less  expensive  to  retain 
an  existing  company  than  to  lure  a  new 


one. 


The  program  is  also  testimony  to  the 
public-private  partnerships  that  have 
helped  spur  the  state's  economic 
growth.  In  1980,  New  Jersey  Bell  Tele- 


phone Co.  "experimented,"  Putnam  re- 
calls: "They  went  to  two  municipalities 
and  surveyed  local  businesses  to  find 
out  what  was  right  and  wrong  in  the  bus 
ness  climate.  They  found  a  lot  of  things 
that  could  be  dealt  with  and  corrected,  ar 
the  process  was  so  encouraging  that  the 
came  to  us  and  said,  'This  thing  has  meri 
and  we  think  it  should  be  taken  state- 
wide— how  would  you  like  to  create  a  pai 
nership?'  We  jumped  at  it,  and  since 
then  we've  surveyed  more  than  50  munic 
palities."  Putnam  adds,  "In  each  case 
we're  looking  for  trouble — we  want  to  fir 
out  as  early  as  possible  if  people  are 
running  out  of  space  or  having  environ- 
mental problems  or  whatever."  Each 
survey  is  undertaken  under  the  sponsor 
ship  of  the  local  officials,  and  the  result 
are  analyzed  by  Rutgers  University. 


"With  the  new  Adler-Royal  VSP  500  I  can  get  informal 
to  my  field  force  quicker.  Time  is  money  and  this 
work  station  knows  how  to  save  it."  mmamA.Reiter 


Adler-Royal  speeds  up  every  job  with  innovative  technology 
that  brings  office  automation  into  the  future. 

For  example,  our  VSP  500  is  a  complete,  easy-to-use 
secretarial  work  station  that  gets  off  to  a  fast  start.  Built 
around  a  familiar  typewriter  keyboard,  it  operates  as  a  fully- 
featured  typewriter  that  lets  your  secretary  expedite  letters 
and  programmed  forms  at  30  characters  per  second.  And  to 
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assure  that  embarrassing  spelling  errors  never  get  pa 
desk,  the  WordPerfect*  software  features  a  115,000  w 
Spelling  Checker  that  verifies  and  corrects  words 
automatically. 

At  the  flick  of  a  switch,  the  VSP  500  becomes  a  pov 
word  processor  that's  great  for  revising  your  work  righ 
the  last  minute.  Featuring  WordPerfect  software,  it  let 
secretary  add.  delete  and  move  text  without  retyping- 
highlight  changes  on  screen. 

Switch  to  the  computer  mode  and  the  VSP  500  car 
hundreds  of  business  and  professional  software  prog 
WordPerfect*  Library  has  a  calendar  and  message  pi  [ 
function,  so  you'll  never  miss  an  important  appointme 
communication.  Additional  WordPerfect  Library  featu 
include  Address  List,  Thesaurus,  Calculator,  Telephoi 
Directory,  and  Notebook,  which  make  the  VSP  500  in 
pensable  for  both  you  and  your  secretary. 

No  matter  how  time-consuming  your  j 
Adler-Royal  can  help  you  save  in  all  aree 
advanced  office  automation  into  the  futu 
Ifull  line  of  typewriters,  copiers,  fax  machim 
calculators.  Plus  a  complete  line  of  supplie 
accessories  and  software.  If  you're  ready  t 
experience  unequalled  simplicity,  versatilit 
capability,  contact  your  nearest  dealer,  or( 
free,  1-800-468-1300  (in  Utah,  1-800-922< 
Adler-Royal.  a  division  of  Triumph-Adler-R. 
Dept.  FB,  200  Sheffield  Street.  Mountain^ 
NJ  07092. 
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WordPerfect'  and  WordPerfect*  Library  are  registered! 
ol  WordPerfect  Corporation 
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onstruction  continues  on  numerous  projects  in  the  city  of  Trenton. 


The  problems  vary  in  complexity.  Le- 
;vre  says,  "Sometimes  a  company  might 
mply  need  New  Jersey  Transit  to  revise 
bus  route  to  run  it  past  their  plant,  which 
in  mean  a  lot  to  their  employees."  But 


the  key  to  the  program's  success  has  been 
the  speed  with  which  it  acts  on  informa- 
tion uncovered  by  a  survey.  For  example, 
in  Hamilton  Township  in  central  New 
Jersey,  the  program  revealed  that  a  firm 


was  considering  a  move  to  Canada  in 
order  to  expand.  Within  24  hours  of  being 
alerted  by  the  local  task  force,  the  De- 
partment of  Commerce,  Energy  and  Eco- 
nomic Development  met  with  executives 
of  the  firm  and  the  local  mayor,  and  a 
series  of  contingency  plans  were  formu- 
lated the  following  day.  Within  two  weeks, 
the  firm  received  a  preliminary  commit- 
ment for  financing  from  the  New  Jersey 
Economic  Development  Authority,  and 
ultimately  the  firm  was  able  to  add 
100,000  square  feet  of  space — and  cre- 
ate 45  new  jobs. 

LeFevre  says  New  Jersey's  program 
was  the  first  in  the  country,  and  its  success 
has  drawn  the  sincerest  form  of  flattery: 
Several  other  states  have  sought  to  create 
business  retention  programs  patterned 
on  the  New  Jersey  model.  ■ 


I.  Reiter,  President  General  Rent-A-Car, 
tures  General  Motors  cars  exchisively. 


Technology  beyond  words 


ADLER-ROYAL 


What  are  we  doing  for  business? 


When  it  comes  to  business,  this  is 
the  position  we  take. 

That's  why,  when  you  talk  to  us 
about  locating  or  expanding  your  busi 
ness  here,  you  won't  hear  bureau 
craticdoubletalkOralotofempty 
promises 

Instead,  you'll  hear  a  well  thought- 
out  plan  for  businesses  that  includes 

'.thing  from  bond  financing 


and  low  interest  loans,  to  site  selection 
assist. iik  e  m^\  permit  coordination 
sen  Ices  well  even  help  businesses 
get  started  in  international  trade. 

And  it  looks  like  all  this  work 
wasn't  in  vain  In  fact,  m  198"  alone, we 
helped  754  businesses  to  expand  or  to 
locate  in  Newjerse) 

N<  m  when  that  many  companies 
take  advantage  of  our  assistance,  they 


must  have  good  reason. 

To  find  out  what  it  is,  staple  your 
business  card  to  this  ad  and  mail  to: 
Ben  Ferrara,  Director,  New Jersey 
Division  of  Economic  Development, 
CN  823,  Trenton,  NJ  08625.  Or  call: 
(609)  292-7757 

We  think  you'll  be  very  comfort- 
able with  the  position  we've  taken  for 
business. 


New  Jersey  And  You,  Perfect  Together.  J 

■Kixttuir       Borden R  Puw&m,(  Commissioner,  Department  of  Commerce.  Energy  &  Economic  Development    FOR 


NEW  JERSEY  TOOK 


AGAMBLE. 
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PROMISED  FOR  1985 


DELIVERED  TODAY 


•  $700  million  in  investment 
in  Atlantic  City. 


•  As  of  1987,  over  $3.5  billion. 


•  34,000  new  jobs  in  casinos, 
hotels,  restaurants,  transpor- 
tation and  construction. 


•  68,600  new  jobs. 


•  $57  million  in  tax  revenue 
for  city,  county  and  state 
governments. 


In  1987  alone,  $230  million 
for  city,  county,  state  and 
federal  taxes.  In  fact,  in 
less  than  10  years,  the 
casinos  have  paid  more  than 
$2.6  billion  in  taxes. 


•  $31  million  annually  for 
senior  citizens  and 
the  disabled. 


$200  million  annually  for 
senior  citizens  and  the 
disabled. 
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Just  over  a  decade  ago,  the  people  of  New  Jersey  took  a 
bold  step  when  they  voted  decisively  to  allow  casino  gambling  in 
Atlantic  City.  No  one  imagined  then  trie  magnitude  of  the  rewards 
that  are  being  reaped  today  from  the  investments  that  were 
made  10  years  ago. 

In  addition  to  providing  an  economic  resurgence  for  all  of 
New  Jersey,  Atlantic  City  is  attracting  people  to  the  state.  In  1987, 
more  people  (almost  32  million)  came  to  Atlantic  City  than  any 
other  American  city. 

And  the  casino  industry  is  doing  its  part  to  contribute  to  the 
statewide  community. 

The  casino  Industry  spends  more  than  $1  billion  annually  for 
goods  and  services. 

The  12  operating  casinos  have  a  capital  investment 
of  $3.5  billion.  Also  an  additional  $1 .3  billion  in  casino 
hotel  construction  is  presently  under  way.  The  casino 
industry  has  paid  more  than  60  percent  of  the  total 


Atlantic  City  property  taxes  each  year  since  1983.  This  includes 
city,  county  and  school  property  taxes. 

Each  casino  in  Atlantic  City  pays  8  percent  of  its  gross  casino 
revenue  into  a  fund  which  is  reserved  specifically  for  programs  to 
benefit  senior  citizens  and  disabled  people. 

The  casino  industry  pays  more  than  $850  million  a  year  in 
wages  and  benefits  alone,  and  is  investing  millions  of  dollars  to 
develop  affordable  housing  for  the  peopfe  of  Atlantic  City. 

And  they've  done  all  this  with  the  tightest  regulations  in  all  of 
American  business.  Atlantic  City's  casinos  are  regulated  by  more 
than  1,000  state  employees — more  than  three  times  the  number 
of  regulators  in  Nevada.  Every  casino  employee  is  required  to  be 
licensed,  and  all  gaming  is  monitored  at  all  times. 

There's  been  a  lot  of  success  in  Atlantic  City.  And 
it's  meant  a  lot  to  New  Jersey.  It's  meant  even  more  to 
the  people. 

The  gamble  paid  off. .  .for  everybody. 


Casino  Association  of  New  Jersey 
The  Winner  is  New  Jersey 


Casino  Association  of  New  Jersey  •  1325  Boardwalk  •  Atlantic  City  •  New  Jersey  •  08401  •  609/347-0800 
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ew  Jersey  and  the 


International  Economy 


As  the  U.S.  has  become  increasing- 
ly involved  in  a  truly  global  eco- 
nomic system,  some  have  resist- 
ed this  growing  internationalism. 
But  New  Jersey  has  chosen  to  embrace  it 
and  has  benefited  from  rapid  growth  in 
both  foreign  investment  and  New  Jersey 
exports. 

As  Governor  Thomas  Kean  said  in  his 
State  of  the  State  Address  earlier  this  year, 
"The  state  that  helped  win  the  industrial 
revolution  100  years  ago  must  lead  Ameri- 
ca to  triumph  in  the  high-technology 
revolution  today.  We  must  begin  by  recog- 
nizing that  New  Jersey  products  and  ser- 
vices are  in  demand  around  the  globe." 
Last  October,  he  journeyed  to  Tokyo  to 
open  a  state  office  that  will  seek  to  sell 
New  Jersey  products  m  Asia  and  attract 
investments  from  that  part  of  the  world. 

One  key  to  the  state's  efforts  i-  it- 
export  promotion  program.  Main  d  the 
major  multinational  companies  in  New 
Jersey  can  and  do  respond  to  foreign  mar- 
ket opportunities,  •-.in*  Ming  Hsu.  the 
Governor's  Special  Trad*-  Representative, 
who  also  serves  as  Director  of  the  State 
Commerce  Department,  Division  of  Inter- 
national Trade.  '*\\  hat  we  do  Lfl  help 
small  and  medium-size  companies  find 
export  markets,"  she  says,  adding.  "We 
have  in-house  counseling  for  them.  \\  e 
have  seminars  on  how  to  export.  And. 
third,  we  have  our  trade  show  program: 
W  e  participate  on  average  in  ten  trade 

shows  a  vcar.  The  division  will  purchase 

booth  space  at  large  trade  show-  m  Sin- 
gapore or  New  Delhi  or  H.mno\er.  and  we 
offer  space  in  our  booth  to  small  and 
medium-size  companies  for  a  nominal 
fee—  8300  to  8500.  They  get  their 

ipmenl  shipped  to  the  show  to  put  on 


At  these  trade  shows,  she  adds,  "We 
set  up  meetings  for  the  companies  in  ad- 
vance, and  we  have  a  conference  room 
set  up  for  them  to  meet  with  buyers.  Many 
small  companies  have  said  that  without 
us,  they  never  would  have  gone  to  trade 
shows — not  only  because  they  couldn't 
afford  it,  but  also  because  they  wouldn't 
know  how  to  do  it."  Moreover,  Hsu 


About  1,000  foreign  companies  h.e 
invested  in  the  state.  Some  have  bee 
there  for  decades,  including  major  E 
ropean  pharmaceutical  companies,  (b- 
ers  are  more  recent,  particularly  Asia 
firms  expanding  in  the  U.S.  Toshiba 
Samsung,  Sharp,  Brother  and  others 
have  East  Coast  or  U.S.  headquarter: ji 
the  state.  They're  drawn  by  the  same 


I 


adds.  "If  they  don't  want  to  send  their  own 
representative,  or  can't  afford  it,  we 
have  our  staff  members  represent  them. 
We  develop  business  leads  for  them  at 
the  -how  and  when  we  come  back,  our 
people  will  call  on  these  companies  and 
show  them  the  leads,  the  interest  that  has 
been  expressed  by  individual  buyers, 
and  we  help  them  sift  through  the  leads." 

Hsu  >a\s  the  program  is  unique: 
"We've  been  to  many  shows  where  we're 
listed  as  a  foreign  country  because  they 
don't  know  where  to  put  us — we're  the 
only  state  there.  We've  brought  300  to 
400  companies  overseas  in  the  last  five 
fears.'1  \nd  showing  the  flag  at  trade 
-how-  "al>o  helps  our  reverse  investment 
effort."  she  adds.  "We  always  have  an 
area  where  we  pass  out  information  on  the 
advantage-  of  investing  in  New  Jersey.  It 
provides  a  lot  of  visibility  and  promotes 
the  image  of  the  state." 


features  that  attract  domestic  compan: 
the  access  to  markets,  the  skilled  wor 
force  and  the  attractive  cost  structure. 
"In  1980  we  moved  our  headquarte 
here,  and  we've  been  singing  New  Jers« 
praises  ever  since,"  says  Ken  Hiyama 
president  of  Toshiba  America  Consum 
Products.  His  colleague,  Richard  Mei 
denbauer,  national  public  relations  an 
advertising  manager  for  Toshiba  Amei 
ca  Consumer  Products,  adds,  "Many  p 
pie  who  come  to  visit  us  have  commen 
ed  on  how  nice  it  is  to  be  out  in  the  coun^ 
with  trees  and  grass."  Hsu  says  the  stst 
has  shown  that  international  economic 
can  be  a  two-way  street,  with  flows  of 
trade  and  investment  moving  in  both  d 
rections.  And  the  net  result  is  jobs  anc 
income  for  the  people  of  New  Jersey 


WE  PICKED 
THE  RIGHT  DOCTOR 


Some  healthy  things  have  happened  to 
Armco  since  Dr.  Robert  Boni  became  CEO. 

We  eliminated  Sl.3  billion  in  long-term 
debt  and  debt  guarantees. 

We  generated  Sl.3  billion  in  cash. 

Net  income  rose  S77.4  million  in  1987, 
after  eliminating  one-time  charges. 
Operating  profit  nearly  tripled. 

Our  carbon  steel  group,  Armco's  largest 
industry  segment,  increased  its  operating 
profit  from  S13  per  ton  to  S33  per  ton, 
the  best  in  the  domestic  industry. 


And  the  prognosis  for  Armco's  growth  is 
brighter  than  ever. 

Those  are  just  some  of  the  reasons 
why  many  investors  and  analysts  are 
taking  a  closer  look  at  Armco.  Our 
annual  report  has  more  For  a  free 
copy  write  Armco  Inc.,  Executive 
Offices,  300  Interpace  Parkway, 
Parsippany  New  Jersey  07054-0324. 
Or  telephone  201/316-5200. 

Armco  performs 


ARMCO 

V 
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There's  an  old  adage  among  real 
estate  investors  that  the  three  major 
determinants  of  success  are  loca- 
tion, location,  and  location.  That 
clearly  accounts  for  much  of  the  lure 
New  Jersey  has  exerted  on  businesses  in 
recent  years.  "For  me,  the  most  impor- 
tant part  of  being  here  is  the  location," 
says  Joseph  Unanue,  president  of  Goya 
Foods  Inc.  of  Secaucus. 

Similarly,  at  Brother  International 
Corp.,  Executive  Vice  President  Patrick 
T.  Gilmore  says,  "We  picked  New  Jer- 
sey because  it  gave  us  access  to  the  New 
York  and  Philadelphia  metropolitan 


markets,  and  it  gave  us  access  to  all  of  New 
England  all  the  way  down  the  East 
Coast,  but  New  Jersey  afforded  us  a  lot  of 
other  things.  It  was  a  market  with  very 
trained,  skilled,  schooled  individuals;  it 
certainly  was  a  friendlier  atmosphere 
from  a  taxation  point,  and  in  general  it  had 
a  lot  going  for  it." 


The  New  Jersey  equation  has  been 
luring  companies  across  the  borders  frc 
New  York  and  Philadelphia  for  de- 
cades. It  even  prompted  Armco  to  move 
headquarters  to  New  Jersey  from  the 
Midwest  two  years  ago.  Now,  Robert  E 
Boni,  chief  executive  of  Armco  Inc. , 
says,  "We're  right  in  the  middle  of  thing 


THE  ADLER-ROYAL  VSP500  -  THE  ULTIMATE  BUSINESS  TOOL 


Kenya  Newman,  secretary  to 
Gladys  Knight,  the  world 
famous  entertainer,  uses 
an  Adler-Royal  VSP500 
work  station  and  says,  "This  system 
helps  me  keep  performances  on 
schedule.   .  ."  and  it  helps  her  meet 
a  lot  of  other  business  needs  as  well. 

The  VSPSOO  combines  an 

electronic  typewriter,  a  word 
processor,  and  an  MS-DOS 
computer  that  runs  hundreds  of 
business  and  professional  soil  ware 
programs  into  one  system.  Built 
around  an  electronic  typewriter 
Keyboard,  it'seas)  to  use  almost 
immediately.  Functions  can  be 

bed  in  an  emergency 
without  ■'    .  irbing  the  project  being 
<!. 

■'■'i  word 
winch  Kenya  has 
ii  mi  ni  industry 

(perfect® 

I  lilies  such 


features  as  Address  List, 
Appointment  Calendar,  Business 
Card  File,  Telephone  Directory, 
Thesaurus,  Calculator. 
Notebook — and  more.  The  MS-DOS 
computer  is  an  unmatched  business 
management  system  that  handles 
general  ledger,  payroll  and 
accounts  payable  with  expansion 
slots  to  accommodate  future  needs. 

The  VSPSOO  is  only  one  example  of 
how  Adler-Royal,  a  Mountainside, 
New  Jersey  based  company,  is 
bringing  office  automation  into  the 
future  with  innovative  technology. 


We  have  easy  access  to  our  investment 
bankers  in  Manhattan  and  to  Washingtc 
There  are  many  sophisticated  corpora 
tions  here,  so  we  can  interact  with  office 
of  other  companies.  That  way  you  get  a 
better  perspective  on  things." 

While  industrial  companies  have 
sought  out  New  Jersey  for  years,  more 
recently  they've  been  joined  by  paper 
processors.  The  Pershing  division  of  Dc 
aldson,  Lufkin  &  Jenrette  is  a  leading 
securities  services  firm  whose  1,000  ei 
ployees  execute  and  process  transac- 
tions for  brokerage  firms  around  the  cou 
try.  Robert  Nemecek,  Pershing's  senio 
vice  president  for  human  resources,  sa) 
"We're  moving  all  of  our  operations  to 
New  Jersey  in  the  spring  of  1989.  We'r 
involved  in  a  joint  venture  to  build  a  2( 
story  building  on  the  west  side  of  the  Hu 
son  River.  We'll  occupy  about  half  of 
it." 

As  the  financial  world  has  become 
more  high-tech,  Pershing's  Wall  Street 


Relationship  Banking- It's  our  hands-on  expertise 

for  all  your  banking  needs. 

It's  the  relationship  between  you,  your  business  and  your  bank.  And  at 
FIRST  FIDELITY®,  Relationship  means  total  commitment.  We  want  to 
have  that  kind  of  relationship  with  you. 

Our  experienced  Account  Relationship  Managers  have  the  resources  to 
handle  all  your  banking  needs.  To  finance  your  growth.  To  improve  your 
cash  management.  To  manage  your  public  offerings.  And  their  trusteeships. 
To  provide  your  employees  with  payroll  services  and  other  banking  services, 
including  savings  and  retirement  plans  and  personal  loans. 

We  want  our  personal  trust  experts  to  take  care  of  your  personal 
needs.  And  offer  you  our  full  range  of  tax-exempt  securities  and  other 
investment  opportunities. 

And  if  you  do  business  overseas,  we  want  to  be  there  for  you. 

In  short,  we  offer  total  banking  capabilities. 

We  offer  you  the  unparalleled  commitment  of  New  Jersey's  leading  com- 
mercial banking  organization.  We  have  over  300  full-service  branches  statewide, 
and  the  ability  to  handle  any  and  all  of  your  financial  needs.  Locally,  nationally 
and  internationally. 

Come  to  First  Fidelity  to  discover  the  difference  between  a  banking 
association  and  a  banking  relationship. 


Member  FDIC  ' 

Equal  Opportunity  Lender 


FIRST 
FIDELITY 


Member  First  Fidelity  Bancorporation 


€  1988  First  Fidelity  Bancorporation 
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quarters  have  been  increasingly  diffi- 
cult to  retrofit  with  the  computer  equip- 
ment that  has  become  the  essence  of 
securities  processing.  "The  reason  we're 
moving,"  Nemecek  says,  "is  to  be  able 
to  have  a  building  that  is  specifically  tai- 
lored to  our  needs — we're  very  comput- 
er-driven and  systems-driven.  This  will 
improve  efficiency  at  least  10  to  15  per- 
cent and  also  provide  us  with  room  to 
grow." 

"We  will  save  money  by  being  in  New 
Jersey  where  real  estate  taxes  and  rents 


are  lower,"  Nemecek  says,  adding,  "the 
site  is  easy  to  get  to  for  the  large  majority  of 
our  people  because  its  right  at  a  mass 
transit  station."  When  Pershing  was 
scouting  for  a  location,  he  says,  "The 
mayor's  office,  the  Jersey  City  government 
and  the  whole  state  government  were 
extremely  helpful  and  supportive  all  the 
way."  Pershing  will  join  the  financial 
back  offices  of  Paine  Webber  and  Bankers 
Trust,  among  others. 

A  substantial  number  of  sizable  com- 
panies have  moved  their  headquarters  to 


[ 


he  Pershing  Division  of  Donaldson,  Lufkin  &  Jenrette 
will  be  moving  to  Jersey  City  in  the  spring  of  1989. 


New  Jersey.  AT&T  has  its  headquarters 
building  in  Manhattan,  but  it  also  con- 
ducts a  number  of  its  headquarters  func 
tions  in  Basking  Ridge,  New  Jersey. 
Moreover,  Victor  A.  Pelson,  president 
of  AT&T's  General  Markets  Group,  says 
that  all  but  one  of  AT&T's  divisions  are 
headquartered  in  New  Jersey.  The  comp 
ny  has  52,000  employees  in  the  state, 
making  it  New  Jersey's  largest  private  se 
tor  employer. 

Peat  Marwick  Main  &  Co.  also  divid- 
ed up  some  of  its  traditional  headquarte 
functions  in  April  1987  and  moved  a 
number  of  activities  to  Montvale,  New  Je 
sey.  From  that  site,  this  global  account- 
ing firm  coordinates  work  done  in  its  6( 
offices  all  over  the  world.  It  has  also 
concentrated  its  data  processing  and  cor 
munications  activities  in  Montvale.  as 
well  as  its  professional  education  and 
training.  "We  run  about  30,000  people 
a  year  through  that  facility,"  says  James 
Tuchi,  a  Peat  Marwick  partner.  Peat 
Marwick  recognized  that  the  Port  Autho 
ity  of  New  York  and  New  Jersey  is  com 
mitted  to  spending  $1.35  billion  on  im- 
provements at  Newark  International 
Airport.  Then  too,  they  can  count  at  Pe 
Marwick,  and  Tuchi  says,  "There  was  i 
substantial  change  in  operating  costs  a; 
result  of  the  facility.  Overall  it  has  beer 
even  more  of  a  success  than  we  ever  hop< 
for." 

For  growing  numbers  of  firms,  New 
Jersey's  the  place  to  be.  There's  not  onl 
the  access  to  markets,  but  also  the  prio 
at  which  that  access  is  gained.  The  cost 
benefit  equations  get  increasingly  com- 
plex, but  the  answer  they  yield  is  frequej 
ly  the  same:  New  Jersey  and  your  busi- 
ness— perfect  together,  a 


Tin*  supplement  was  written  by  David  S.  (,luk  i 
cooperation  with  the  New  Jersey  Department  of 
Commen  e,  Energy  and  Economic  Development. 
His  byline  has  appeared  in  numerous  financial 
publications. 


Designed  l>\  November  and  Lawrence.  Inc. 


Better  People,  Better  Business. 


•Vhen  you  hold  the  Harrah's  name  up  to  the 
it  you  see  a  formula  for  success  that  has  set 
industry  standard  for  over  50  years. 
\t  Harrah's  Marina  Hotel  Casino  in  Atlantic 
y,  we've  taken  this  formula  and  perfected 
ven  further.  With  better  people  who  exude 
)ng  leadership.  Unmatched  management 
lis.  Forward  thinking  business  acumen  And 


an  undying  commitment  to  customer  service. 

The  result  has  been  a  better  business  that 
employs  over  4,300  people.  Better  people 
whose  hard  work  and  serious  dedication  have 
made  Harrah's  the  envy  of  the  industry. 

It!s  why  the  future  of  Harrah's  Marina  Hotel 
Casino  continues  to  be  brighter  and  better 
than  ever. 


Marina  •  Hotel  •  Casino 

1725  Brigantine  Boulevard, 

Atlantic  City.  N.J.  08401 

1-800-2-HARRAH  (1-800-242-7724) 

Where  The  Better  People5"  Play. 


You  could  say  that  AT&T 
and  New  Jersey  grew 
up  together.  Before  any- 
one ever  heard  of  Silicon 
Valley  AT&T  had  helped 
New  Jersey  to  grow  into 
one  of  America's  most 
innovative  centers  of  tech- 
nological achievement. 

Today  New  Jersey 
is  home  to  every  major 


AT&T  is  in  a  state  of  rapid  growth. 
It's  called  New  Jersey        ! 


AT&T  division.  From  long 
distance  to  computers 
to  telecommunications 
equipment  to  data  net- 
working, it  all  starts  here. 

Over  the  vears,  AT&T  has 
helped  New  Jersey  grow  in 
other  ways,  too.  Today;  our 
50,000  people  make  AT&T 
the  state's  largest  private 
employer.  Our  payroll,  pur- 
chasing, rent  payments, 
taxes  and  other  contribu- 
tions generate  an  annual 
impact  of  nearly  $5  billion 
on  the  state's  economy  And 
we  help  improve  the  quality 
of  life  in  New  Jersey  with 
major  grants  to  education, 
human  services  and  the 
arts. 

The  fact  is,  New  Jersey 
is  a  great  place  for  business 
and  a  great  place  to  live. 
New  Jersey's  been  good 
for  us.  And  we  believe 
AT&T  has  been  gcxxl  for 
New Jersey 


AT&T 

The  right  choice. 
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Ranking  The  Forbes  500s 

-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 

ISmil) 

Sales 
($mil) 

Market 
value 

iSmill 

Net 

profits 
($mil) 

Cash 
flow 

(Smil) 

Number 

employed 

(thou) 

Vssets 

219 

80 

58 

125 

Caterpillar 

6,866 

8,180 

6,288 

319.0 

722.0 

53.8 

369 

275 

121 

80 

CBS 

3,910 

2,762 

3,711 

452.8 

516.2 

6.9 

447 

461 

310 

272 

Centel 

3,014 

1,476 

1,545 

157.1 

357.9 

12.7 

130 

379 

209 

100 

Centerior  Energy 

11,283 

1,946 

2,269 

390.4 

584.0 

9.1 

288 

■ 

■ 

■ 

Centerre  Bancorporation 

5,242 

500 

235 

15.1 

29.0 

3.6 

■ 

492 

■ 

■ 

Centex 

1,030 

1,375 

259 

26.0 

37.7 

4.6 

201 

316 

165 

107 

Central  &  South  West 

7,619 

2,436 

2,797 

372.0 

636.0 

*     9.0 

375 

■ 

■ 

■ 

Central  Bancshares  of  the  South 

3,874 

360 

250 

33.5 

42.7 

2.6 

342 

■ 

■ 

■ 

Central  Fidelity  Banks 

4,287 

404 

412 

47.3 

55.1 

3.0 

■ 

■ 

■ 

477 

Central  Illinois  Public  Service 

1,667 

591 

701 

70.3 

132.0 

2.7 

191 

■ 

■ 

■ 

CenTrust  Savings  Bank 

8,187 

837 

64 

30.7 

75.1 

2.2 

240 

162 

145 

101 

Champion  International 

6,103 

4,615 

3,287 

382.0 

633.7 

31.5 

4 

47 

260 

■ 

Chase  Manhattan 

99,133 

10,745 

1,858 

-894.8 

-646.6 

44.9 

7 

109 

384 

■ 

Chemical  New  York 

78,189 

6,628 

1,173 

-853.7 

-711.7 

26.1 

29 

13 

21 

26 

Chevron 

34,465 

26,015 

13,556 

1,007.0 

3,521.0 

51.4 

■ 

483 

■ 

■ 

Chicago  Pacific 

1,494 

1,412 

281 

34.7 

70.9 

21.0 

78 

12 

92 

12 

Chrysler 

19,939 

26,277 

4,885 

1,289.7 

2,164.9 

122.7 

177 

198 

208 

121 

Chubb 

8,609 

3,714 

2,269 

330.1 

348.9 

9.7 

19 

25 

139 

40 

Cigna 

53,495 

16,909 

3,435 

719.1 

719.1 

49.2 

■ 

■ 

■ 

496 

Cincinnati  Bell 

1,135 

634 

791 

64.4 

162.3 

5.6 

■ 

■ 

■ 

392 

Cincinnati  Financial 

1,792 

883 

626 

93.2 

101.4 

1.5 

436 

495 

393 

340 

Cincinnati  Gas  &  Electric 

3,082 

1,357 

1,131 

113.9 

199.7 

4.6 

■ 

298 

■ 

■ 

Circle  K 

1,254 

2,564 

458 

51.6 

113.4 

20.2 

■ 

■ 

479 

■ 

Circus  Circus  Enterprises 

529 

459 

886 

61.9 

90.9 

8.4 

378 

■ 

■ 

■ 

Citadel  Holding 

3,819 

340 

107 

26.5 

29.5 

0.8 

1 

11 

66 

■ 

Citicorp 

203,607 

27,519 

5,890 

-1,138.0 

-578.0 

89.3 

75 

393 

335 

270 

Citizens  &  Southern 

20,444 

1,854 

1,407 

157.9 

210.0 

13.3 

■ 

■ 

411 

498 

Citizens  Utilities 

943 

274 

1,077 

63.9 

94.3 

1.5 

400 

■ 

■ 

■ 

City  National 

3,485 

309 

421 

40.9 

50.1 

2.1 

143 

■ 

■ 

■ 

CityFed  Financial 

10,811 

1,102 

72 

10.7 

47.7 

6.0 

■ 

■ 

316 

329 

Clorox 

973 

1,184 

1,497 

120.9 

152.3 

4.8 

166 

268 

401 

225 

CMS  Energy 

9,355 

2,801 

1,100 

186.9 

425.0 

10.5 

121 

■ 

■ 

■ 

Coast  Savings  &  Loan  Assn 

11,952 

1,044 

210 

57.1 

76.4 

2.2 

193 

92 

383 

341 

Coastal  Corp 

7,989 

7,429 

1,174 

113.1 

433.4 

17.2 

189 

88 

20 

31 

Coca-Cola 

8,356 

7,658 

14,196 

916.1 

1,069.6 

22.7 

344 

232 

244 

412 

Coca-Cola  Enterprises 

4,250 

3,329 

1,992 

88.4 

282.9 

22.5 

422 

130 

170 

■ 

Colgate-Palmolive 

3,228 

5,647 

2,693 

54.0 

155.3 

37.7 

493 

,   ■ 

■ 

■ 

Colorado  National  Bankshares 

2,671 

293 

110 

0.5 

11.5 

2.8 

■ 

434 

■ 

460 

Colt  Industries 

1,021 

1,642 

307 

75.0 

126.5 

17.5 

271 

269 

274 

346 

Columbia  Gas  System 

5,427 

2,798 

1,800 

111.3 

331.3 

10.6 

132 

■ 

■ 

332 

Columbia  Savings  &  Loan  Assn 

11,235 

1,230 

135 

119.3 

131.1 

0.9 

486 

254 

391 

Combustion  Engineering 

2,704 

3,042 

1,137 

56.6 

149.3 

25.9 

■ 

■ 

403 

Comcast 

1,047 

309 

1,096 

-9.4 

56.7 

2.8 

439 

■ 

■ 

Comdisco 

3,054 

1,208 

766 

30.0 

396.0 

1.0 

151 

■ 

■ 

474 

Comerica 

10,116 

946 

603 

71.4 

90.3 

5.9 

284 

■ 

■ 

Commerce  Bancshares 

5,269 

452 

304 

40.1 

54.0 

3.9 

■ 

■ 

399 

Commerce  Clearing  House 

522 

551 

1,105 

52.8 

74.3 

6.5 

339 

■ 

463 

Commercial  Credit 

4,306 

912 

938 

18.3 

18.3 

4.0 

246 

■ 

■ 

Commercial  Federal 

5,999 

502 

55 

18.0 

24.6 

1.0 

76 

129 

68 

23 

Commonwealth  Edison 

20,280 

5,674 

5,802 

1,085.8 

1,829.1 

17.9 

■ 

■ 

381 

■ 

Community  Psychiatric  Centers 

408 

285 

1,182 

60.0 

69.0 

5.0 

■ 

■ 

254 

314 

Compaq  Computer 

901 

1,224 

1,892 

136.3 

158.7 

3.1 

Not  or 

500  list. 
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Ranking  The  Forbes  500s 

-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 
($mil) 

Sales 
($mil) 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 

($mil) 

Numbi 

employ 

(thou 

Assets 

■ 

■ 

185 

446 

Computer  Associates  International 

785 

605 

2,520 

79.2 

131.1 

2.2 

452 

66 

245 

290 

ConAgra 

2,928 

9,272 

1,977 

147.4 

228.0 

42.2 

165 

142 

93 

64 

Consolidated  Edison 

9,384 

5,094 

4,757 

550.1 

842.4 

20.5 

■ 

332 

428 

462 

Consolidated  Freightways 

1,377 

2,297 

1,042 

74.6 

176.7 

25.5 

366 

327 

152 

227 

Consolidated  Natural  Gas 

3,947 

2,322 

3,028 

186.0 

395.5 

7.5 

■ 

■ 

371 

385 

Consolidated  Papers 

804 

743 

1,226 

95.8 

138.6 

4.4 

220 

238 

252 

151 

Consolidated  Rail 

6,796 

3,247 

1,903 

267.0 

514.0 

33.5 

265 

263 

211 

■ 

Contel 

5,513 

2,905 

2,267 

43.0 

489.4 

22.4 

119 

127 

198 

229 

Continental  Corp 

12,151 

5,801 

2,350 

184.7 

228.0 

17.4 

34 

271 

■ 

■ 

Continental  Illinois 

32,391 

•  2,788 

323 

-609.5 

-569.2 

9.6 

499 

226 

476 

■ 

Control  Data 

2,639 

3,367 

902 

25.0 

242.1 

35.0 

380 

207 

166 

245 

Cooper  Industries 

3,800 

3,586 

2,778 

173.8 

309.2 

41.7 

■ 

499 

■ 

■ 

Adolph  Coors 

1,456 

1,351 

618 

48.1 

147.6 

9.9 

100 

471 

349 

260 

CoreStates  Financial 

15,036 

1,449 

1,316 

162.3 

197.0 

7.7 

494 

357 

229 

222 

Corning  Glass  Works 

2,659 

2,084 

2,106 

189.1 

334.8 

26.2 

■ 

448 

■ 

■ 

Costco  Wholesale 

426 

1,548 

201 

4.5 

11.6 

4.5 

420 

148 

148 

112 

CPC  International 

3,261 

4,903 

3,232 

354.8 

568.8 

35.1 

■ 

■ 

222 

291 

Cray  Research 

902 

687 

2,176 

147.1 

219.1 

4.2 

158 

■ 

■ 

■ 

Crestar  Financial 

9,740 

931 

611 

56.7 

85.8 

5.9 

108 

■ 

■ 

3^4 

CrossLand  Savings  FSB 

13,775 

1,052 

180 

100.1 

138.9 

3.1 

■ 

422 

447 

413 

Crown  Cork  &  Seal 

1,058 

1,718 

999 

88.3 

144.8 

12.4 

110 

81 

99 

88 

CSX 

13,231 

8,043 

4,527 

432.0 

976.0 

49.5 

423 

■ 

■ 

■ 

Cullen/Frost  Bankers 

3,182 

292 

61 

2.0 

9.9 

2.0 

■ 

273 

■ 

■ 

Cummins  Engine 

2,019 

2,767 

503 

13.9 

133.3 

24.0; 

468 

181 

340 

297 

Dana 

2,802 

4,142 

1,387 

144.4 

249.2 

.r.3 

456 

■ 

■ 

■ 

Dauphin  Deposit 

2,905 

262 

344 

34.8 

44.8 

1.6 

241 

50 

194 

183 

Dayton  Hudson 

6,076 

10,677 

2,370 

228.4 

460.8 

130.$ 

443 

■ 

■ 

■ 

DCNY  Corp 

3,029 

277 

149 

30.1 

30.1 

0.4 

■ 

459 

■ 

■ 

Dean  Foods 

500 

1,496 

660 

45.4 

72.4 

6.5 

294 

158 

195 

264 

Deere 

5,113 

4,701 

2,365 

161.0 

347.0 

37.9 

■ 

■ 

■ 

442 

Delmarva  Power  &  Lt 

1,800 

712 

823 

79.8 

154.7 

2.6 

273 

113 

273 

175 

Delta  Air  Lines 

5,403 

6,351 

1,806 

232.6 

561.1 

52.6 

■ 

■ 

235 

286 

Deluxe  Check  Printers 

866 

948 

2,073 

148.5 

194.0 

14.4 

407 

■ 

■ 

■ 

Deposit  Guaranty 

3,340 

318 

255 

25.6 

39.2 

11 

134 

266 

247 

62 

Detroit  Edison 

11,158 

2,857 

1,963 

555.0 

792.3 

11.1 

■ 

421 

■ 

■ 

Diamond  Shamrock  R&M 

825 

1,741 

209 

9.5 

43.7 

3.9 

164 

52 

12 

14 

Digital  Equipment 

9,424 

10,391 

17,247 

1,284.3 

1,750.2 

102-4 

■ 

336 

■ 

401 

Dillard  Department  Stores 

1,498 

2,206 

795 

91.2 

154.7 

28.0 

137 

■ 

■ 

486 

Dime  Savings  Bank  of  New  York  FSB 

10,944 

924 

370 

69.5 

76.5 

3.8 

376 

261 

47 

79 

Walt  Disney 

3,832 

2,951 

7,839 

455.3 

809.3 

30.0 

:•> 

■ 

■ 

476 

Dominion  Bankshans 

7,602 

743 

586 

70.6 

84.2 

4.5 

160 

237 

118 

89 

Dominion  Resource! 

9,657 

3,251 

3,972 

430.5 

865.3 

13.9 

■ 

308 

184 

191 

RR  Donnelley  &  Sons 

2,086 

2,483 

2,528 

218.2 

358.5 

21.3J 

■ 

444 

233 

343 

Dover 

1,150 

1,586 

2,075 

111.7 

173.6 

17.1; 

104 

36 

13 

17 

Dow  Chemical 

14,356 

13,377 

17,044 

1,245.0 

2,059.0 

52.2 

■ 

■ 

161 

206 

Dow  (ones 

1   s'4  i 

1,314 

2,877 

203.0 

292.7 

SO 

426 

■ 

■ 

■ 

Downey  Savings  &  Loan  Assn 

3,177 

266 

124 

33.2 

38.3 

1.1 

■ 

■ 

452 

407 

DPL 

2,250 

938 

975 

89.5 

146.7 

2.7 

241 

261 

426 

Dresser  Industries 

3,139 

3,204 

1,858 

84.4 

193.3 

35.3 

■ 

438 

384 

Dreyfus 

624 

273 

1,021 

95.8 

98.0 

1.1 

6 

8 

El  du  Pont  de  Nemours 

28,209 

30,224 

20,868 

1,786.0 

4,011.0 

140.7J 

10' 

n 

Duke  Power 

8,512 

3,706 

4,341 

500.2 

1,115.0 

20.4 

226 
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WELCOME  TO  THE  NEW  WORLD 
OF  FINANCIAL  SERVICES... 


1 m  m% 


BEEffHB! 


most  diversified  financial  experts. 

There  was  a  time  when  you  got  your  insurance  from 
one  place,  your  investments  from  another  and  your  home 
mortgage  from  a  third. 

Well,  that  "period"  is  over. 

Today,  you  can  get  all  those  services  and  more  from 
The  Travelers. 

The  Travelers  has  been  a  growing  force  in  the  financial 
world  for  over  120  years. 

In  all  those  years,  we  never  missed  a  dividend. 

Today,  Travelers  is  one  of  the  strongest  diversified 
financial  companies  in  America. 

We  offer  you  all  the  financial  experience  and  expertise 
we've  accumulated  over  all  those  years. 

To  help  make  your  finances  grow. 

We  offer  a  broad  range  of  mutual  funds,  home 
mortgages,  innovative  asset  management,  limited  partnership 
opportunities,  variable  annuities,  brokerage  services,  trusts 
and  estate  planning. 

And  to  make  sure  your  finances  grow  without 
interruption,  we  continue  to  offer  solid  insurance  protection 
for  your  life,  health,  auto  and  home. 

Securities  products  are  available  through  Travelers  Equities  Sales,  Ini 

The  Travelers  Companies,  Hartford,  CT  06183. 


TheTravelersj 

You're  better  off  under  the  Umbrella. 


Ranking  The  Forbes  500s 


-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 

(Smil) 

Net 
profits 

(Smil) 

Cash 
flow 

(Smil) 

Numb 

emplo) 

(thou 

Assets 

411 

229 

43 

98 

Dun  &  Bradstreet 

3,31 7 

3,359 

8,322 

393.0 

573.6 

59.0 

349 

■ 

499 

280 

Duquesne  Light 

4,191 

888 

824 

151.3 

265.3 

4.5 

103 

37 

15 

21 

Eastman  Kodak 

14,446 

13,305 

15,880 

1,178.0 

2,173.0 

122.9 

444 

247 

243 

207 

Eaton 

3,026 

3,138 

1,994 

201.2 

314.9 

35.6 

■ 

■ 

■ 

302 

Ecolab 

958 

1,020 

628 

141.7 

194.7 

11.1 

■ 

■ 

475 

■ 

EG&G 

515 

1,236 

922 

55.5 

76.7 

22.8 

307 

114 

45 

74 

Emerson  Electric 

4,911 

6,318 

7,951 

482.8 

704.2 

68.7 

■ 

313 

352 

357 

Emhart 

2,030 

2,455 

1,295 

106.5 

191.1 

32.2 

141 

■ 

■ 

■ 

Empire  of  America  FSB 

10,856 

1,001 

39 

7.6 

52.0 

4.0 

■ 

310 

477 

482 

Engelhard 

1,216 

2,479 

898 

69.8 

114.2 

6.8 

197 

124 

267 

■ 

Enron 

7,712 

5,916 

1,833 

5.6 

312.2 

7.0 

414 

272 

443 

■ 

Enserch 

3,300 

2,770 

1,006 

31.5 

174.0 

17.0 

429 

■ 

■ 

■ 

Equimark 

3,140 

272 

109 

8.9 

15.2 

1.6 

297 

■ 

■ 

■ 

Equitable  Bancorporation 

5,061 

473 

272 

40.7 

47.6 

3.0 

337 

295 

215 

219 

Ethyl* 

4,326 

2,579 

2,235 

193.3 

288.6 

10.3 

11 

2 

2 

2 

Exxon 

74,042 

76,416 

52,574 

4,840.0 

9,079.0 

101.0 

389 

■ 

■ 

■ 

Far  West  Financial 

3,578 

370 

82 

21.8 

26.1 

0.8 

398 

■ 

■ 

■ 

Farm  &  Home  Savings  Assn 

3,495 

300 

133 

19.7 

22.0 

0.7 

401 

■ 

168 

167 

Farmers  Group 

3,462 

1,133 

2,752 

246.7 

278.7 

15.5 

472 

210 

231 

249 

Federal  Express 

2,788 

3,522 

2,095 

170.9 

432.2 

46.3 

3 

55 

191 

105 

Federal  National  Mortgage  Assn 

103,459 

10,079 

2,401 

376.0 

376.0 

2.4 

■ 

■ 

■ 

464 

Federal  Paper  Board 

1,183 

1,026 

769 

74.0 

126.8 

5.8 

236 

45 

155 

129 

Federated  Department  Stores 

6,224 

11,118 

2,947 

313.0 

594.4 

135.3 

■ 

485 

Fieldcrest  Cannon 

882 

1,400 

147 

-3.7 

28.2 

23.3. 

360 

■ 

Fifth  Third  Bancorp 

4,051 

383 

681 

60.1 

66.8 

2.4 

32 

259 

Financial  Corp  of  America 

33,864 

2,955 

40 

-468.0 

-405.8 

5.9 

280 

■ 

Financial  Corp  of  Santa  Barbara 

5,347 

484 

28 

2.8 

18.3 

0.9 

161 

194 

322 

109 

Fireman's  Fund 

9,602 

3,927 

1,487 

362.3 

385.3 

12.5 

450 

188 

445 

347 

Firestone  Tire  &  Rubber 

2,936 

3,997 

1,002 

111.0 

270.0 

54.3 

332 

■ 

First  Alabama  Bancshares 

4,391 

415 

449 

56.2 

68.4 

3.9 

231 

■ 

First  American 

6,494 

574 

433 

48.9 

629 

3.7 

500 

■ 

First  Bancorporation  of  Ohio 

2,638 

232 

269 

33.9 

38.4 

2.2 

51 

309 

367 

First  Bank  System 

26,850 

2,481 

1,241 

49.6 

78.0 

9.9 

28 

221 

351 

First  Boston 

36,148 

3,405 

795 

108.9 

143.7 

5.0 

481 

■ 

First  Capital 

2,767 

241 

226 

26.2 

33.8 

1.9 

22 

175 

416 

First  Chicago 

44,209 

4,245 

1,068 

-570.7 

-^78.7 

13.7 

434 

■ 

First  Citizens 

3,116 

292 

282 

25.1 

39.0 

3.6 

124 

■ 

First  City  Bancorporation  of  Texas 

11,781 

1,162 

13 

^t06.1 

-378.4 

7.4 

460 

■ 

First  Columbia  Financial 

2,872 

250 

10 

-11.1 

-7.9 

0.6 

384 

■ 

First  Commerce 

3,744 

336 

165 

19.2 

34.7 

2.3 

■ 

First  Empire  State 

5,177 

468 

317 

40.3 

48.8 

2.6 

93 

214 

241 

First  Executive 

16,403 

3,482 

701 

177.8 

177.8 

1.1 

123 

■ 

First  Federal  of  Michigan 

11,883 

1,178 

99 

36.7 

47.2 

2.1 

42 

321 

419 

First  Fidelity  Bancorp 

28,850 

2,414 

NA 

86.3 

148.7 

14.5 

305 

■ 

First  Florida  Banks 

4,927 

435 

351 

48.3 

69.8 

3.8 

a 

First  Hawaiian 

3,943 

333 

332 

35.5 

42.8 

2.2 

» 

279 

1  ilM  Interstate  Bancorp 

50,927 

5,080 

1,780 

-556.2 

^118.5 

36.3 

First  Kentucky  \ational 

5,132 

512 

488 

29.2 

39.6 

4.8 

■ 

First  Maryland  Bancorp 

5,644 

595 

291 

45.3 

59.4 

4.0 

■ 

First  National  Cincinnati 

4,533 

410 

468 

41.5 

52.5 

2.7 

451 

First  of  America  Bank 

8,680 

768 

460 

78.3 

86.9 

6.1 

■ 

First  Pennsylvania 

5,804 

537 

328 

-73.1 

-62.3 

3.6 

■ 

"Figure 
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nee,  "hard  as  steel"  was  an  apt  description. 
Today,  the  $25  billion  steel  industry  is  as 
flexible  as  it  is  resilient.  One  reason  is  Thoroughbred 
Service. 

Because  Norfolk  Southern  can  combine  trains, 
trucks  and  warehousing  in  so  many  ways,  shippers 
can  get  customized,  money-saving,  just-in-time 
delivery.  Each  shipper  can  see  that  this  railroad 


treats  steel  as  if  it  were  gold.  Our  service  record 
proves  it. 

Best  of  all,  Norfolk  Southern  sales  representa- 
tives temper  steely  efficiency  with  a  familiar  human 
touch.  See  for  yourself.  Call  them  at  the  nearest 
sales  office. 

You'll  forge  ahead  in  an  industry  that's  generating 
lots  of  sparks. 


Forging  Ahead. 


,flk|$St 


NORFOLK 
SOUTHERN 


:~ 


PJHH.  Sorlolk  Southern  (  ortxtration.  One  Commercial  Place.  Sorfolk.  II  -?>>/«-  JIVI. 
\orfitlk  tout  Western  Kailuav  Company.  Southern  Railway  (  ompany.  and  Sortb  American  Mm  lines.  Inc.  are  subsidiaries  oj  Sorjolk  Southern  Corporation. 
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If  you  want  the  be 

there's  onft 


%/  %/hether  you  want  the  best  portable  or  desktop, 
f  f  the  best  80286-  or  80386-based  personal  com- 
puter, there  is  only  one  choice:  Compaq.  Because 
COMPAQ  personal  computers  are  consistently  rated  the 
best  in  each  class  by  both  industry  experts  and  sophisti- 
cated users. 

For  instance,  the  COMPAQ  DESKPRO  386/20  and 
the  COMPAQ  PORTABLE  386  are  the  most  powerful 
personal  computers  in  the  world.  Both  are  based  on  the 
32-bit  Intel'  80386  microprocessor,  running  at  a  blazing 
20  MHz.  Both  offer  the  most  storage  and  memory  in 

classes.  And  both  feature  performance  enhance- 
Mjch    as   concurrent    bus   architecture,    disk 

mg,  and  high-speed  coprocessor  options.  All  of 
these  features  work  together  to  deliver  system  perform- 
ance that  rivals  minicomputers'. 


The  groundwork  for  these  innovations  was  laid  by 
the  industry's  first  80386-based  personal  computer,  the 
16-MHz  COMPAQ  DESKPRO  386.  Still  outperforming 
most  80386  machines,  it  offers  high-performance  ca] 
bilities  to  users  moving  up  to  this  class. 

In  the  arena  of  80286-based  personal  computers, 
the  12-MHz  COMPAQ  DESKPRO  286  runs  your  soft- 
ware up  to  20%  faster  than  most  of  its  10-MHz 
competitors. 

No  one  even  comes  close  to  Compaq  in  portable 
computing.  Because  no  one  but  Compaq  builds  portables 
with  all  the  features  sophisticated  users  need.  The  20-lb. 
COMPAQ  PORTABLE  IH  is  the  smallest  full-function 
80286-based  computer  that  truly  gives  you  the  power  of 
desktop.  And  the  COMPAQ  PORTABLE  II  still  offers  mo 
internal  expansion  capabilities  than  any  other  portable 


'Based  on  an  ind  brand!    tBased  on  an  independent  survey  of  209  FORTUNE  1000  companies. 


.  vmw\      imv-Lmm 


i, 


personal  computer, 
one  choice. 


Computer  users  at  every  level  will  find  that 
OMPAQ computers  represent  the  best  solutions.  We've 
insistently  expanded  the  limits  of  personal  computer 
i  chnology  with  advanced  features  that  optimize  overall 
astern  performance.  All  while  preserving  your  invest- 
>ent  in  industry-standard  hardware  and  the  world's 
rgest  library  ofbusiness  software.  Compaq  also  works 
engineer  each  computer  to  meet  exacting  quality  and 
•liability  standards,  so  it's  ready  to  withstand  the  rigors 
I'  the  real  world. 

These  are  all  reasons  why  Compaq  earns  the  high- 
lit quality  ratings  from  computer  experts.  And  unsur- 
issed  satisfaction  ratings  from  computer  users?  It's 
so  why,  this  year,  more  FORTUNE  1000  corporations 
an  to  add  Compaq  to  their  approved  vendor  lists  than 
iy  other  brand.t 


If  you  want  the  best  personal  computer,  you  have 
only  one  choice.  Call  1-800-231-0900,  Operator  50.  In 
Canada,  1-800-263-5868,  Operator  50.  We'll  give  you  a 
free  brochure  or  the  location  of  the  Authorized 
COMPAQ  Computer  Dealer  nearest  you. 

COMPAQ?  COMPAQ  PORTABLE  II?  COMPAQ  DESKPRO  286*  and  COMPAQ  DESKPRO 
386®  are  registered  trademarks  of  Compaq  Computer  Corporation.  ^Registered  U.S.  Patent 
and  Trademark  Office.  COMPAQ  PORTABLE  III™  COMPAQ  DESKPRO  386/20™  and 
COMPAQ  PORTABLE  386™  are  trademarks  of  Compaq  Computer  Corporation.  Intel  is  a 
registered  trademark  of  Intel  Corporation.  ©1988  Compaq  Computer  Corporation. 
All  rights  reserved 
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It  simply  works  better. 
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-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 
($mil) 

Sales 

($mil) 

Market 
value 

($mil) 

Net 
profits 
($mil) 

Cash 
flow 

iSmill 

Numbei 
employe  1 
(thou)  i 

Assets 

33 

320 

First  RepublicBank 

33,211 

2,420 

123 

-656.8 

-583.8 

12.2 

295 

■ 

First  Security 

5,074 

482 

256 

27.0 

36.7 

4.2 

256 

■ 

First  Tennessee  National 

5,762 

559 

335 

32.9 

53.5 

4.4 

48 

288 

225 

143 

First  Union 

27,629 

2,626 

2,153 

283.1 

378.0 

19.8 

328 

■ 

First  Virginia  Banks 

4,433 

446 

497 

56.3 

65.3 

4.0 

80 

402 

270 

243 

First  Wachovia 

19,342 

1,796 

1,816 

176.6 

223.9 

13.1 

209 

■ 

First  Wisconsin 

7,257 

705 

422 

-49.1 

-26.5 

5.8 

55 

300 

228 

Fleet/Norstar  Financial 

24,531 

2,536 

NA 

185.1 

303.4 

17.3 

■ 

489 

Fleetwood  Enterprises 

502 

1,381 

398 

45.8 

55.8 

10.0 

■ 

72 

Fleming  Cos 

1,342 

8,608 

727 

49.5 

97.4 

18.9 

■ 

■ 

494 

FlightSafety  International 

391 

130 

834 

41.8 

56.8 

1.5 

267 

■ 

Florida  Federal  Savings  &  Loan  Assn 

5,495 

493 

42 

-34.2 

-25.8 

1.8 

203 

■ 

Florida  National  Banks  of  Florida 

7,556 

686 

342 

32.5 

60.3 

4.8 

354 

377 

294 

223 

Florida  Progress 

4,132 

1,958 

1,672 

187.8 

363.1 

8.1 

■ 

185 

409 

■ 

Fluor 

2,012 

4,061 

1,084 

61.8 

141.1 

18.3 

■ 

246 

389 

221 

FMC 

2,595 

3,139 

1,144 

191.2 

391.7 

24.9 

■ 

260 

110 

421 

Food  Lion 

806 

2,954 

4,142 

85.8 

123.2 

24.0 

16 

1 

9 

3 

Ford  Motor* 

61,090 

73,145 

18,558 

4,625.2 

7,792.6 

350.3 

■ 

417 

201 

271 

Fort  Howard 

2,196 

1,758 

2,327 

157.7 

283.5 

16.3 

448 

■ 

■ 

■ 

Fortune  Financial  Group 

2,990 

262 

77 

14.0 

39.1 

0.8 

131 

135 

120 

96 

FPL  Group* 

11,257 

5,469 

3,722 

402.9 

900.9 

19.4 

427 

456 

282 

166 

Freeport-McMoRan 

3,155 

1,514 

1,726 

248.8 

459.6 

3.8 

■ 

■ 

364 

375 

GAF 

1,298 

837 

1,247 

100.1 

117.8 

4.4 

397 

251 

56 

124 

Gannett 

3,510 

3,079 

6,337 

319.4 

480.5 

32.5  • 

■ 

■ 

■ 

484 

Gap 

434 

1,062 

726 

69.6 

94.5 

13.9 

463 

445 

277 

259 

Geico 

2,846 

1,580 

1,790 

163.0 

174.0 

6.2 

■ 

438 

■ 

77 

GenCorp 

1,108 

1,619 

706 

475.0 

533.0 

14.2 

■ 

■ 

143 

■ 

Genentech 

619 

219 

3,307 

42.2 

65.7 

1.3 

■ 

496 

348 

435 

General  Cinema 

1,975 

1,356 

1,325 

81.6 

144.6 

14.1 

299 

65 

237 

85 

General  Dynamics 

5,032 

9,344 

2,044 

437.3 

757.8 

105.4 

26 

7 

3 

5 

General  Electric 

38,920 

39,315 

39,843 

2,119.0 

3,663.0 

330.5 

■ 

m 

436 

■ 

General  Instrument 

1,062 

1,104 

1,023 

^3.7 

20.5 

18.4 

■ 

133 

104 

164 

General  Mills 

2,566 

5,549 

4,392 

249.8 

393.8 

63.8 

6 

1 

6 

4 

General  Motors 

87,241 

101,782 

19,056 

3,550.9 

9,662.9 

813.0 

235 

283 

278 

156 

General  Public  Utilities 

6,279 

2,673 

1,784 

259.1 

550.3 

13.9 

163 

218 

75 

73 

General  Re 

9,438 

3,448 

5,467 

4896 

490.4 

2.4 

■ 

441 

353 

488 

General  Signal 

1,397 

1,603 

1,291 

69.4 

132.6 

19.7 

■ 

291 

169 

287 

Genuine  Parts 

1,027 

2,606 

2,713 

148.3 

169.9 

14.3 

■ 

■ 

■ 

400 

Georgia  Gulf 

309 

707 

727 

91.7 

103.9 

1.0 

251 

73 

129 

78 

Georgia-Pacific 

5,870 

sun 

3,613 

458.0 

845.0 

40.5 

■ 

280 

424 

500 

Giant  Food 

855 

2,697 

1,047 

63.4 

115.4 

22.5 

101 

■ 

■ 

Gibraltar  Financial 

14,983 

1,116 

72 

-131.0 

-109.5 

2.7 

484 

244 

146 

180 

Gillette 

2,731 

3,167 

3,273 

229.9 

355.0 

31.1 

61 

351 

307 

GlenFed 

23,206 

2,123 

636 

140.2 

190.4 

8.0 

■ 

■ 

311 

Golden  Nugget 

545 

194 

235 

137.5 

155.5 

3.0 

■ 

279 

Golden  West  Financial 

12,836 

1,274 

783 

151.6 

176.3 

2.7 

■ 

478 

■ 

Goldome 

15,153 

1,425 

88 

0.3 

31.3 

5.1 

141 

439 

447 

BF  Goodrich 

1,939 

2,168 

1,018 

79.2 

166.6 

11.9 

56 

14(3 

37 

Goodyear  Tire  &  Rubber 

8,396 

9,905 

3,419 

770.9 

1,120.8 

114.7 

165 

239 

265 

WR  Grace 

4,474 

4,515 

2,019 

160.5 

389.4 

40.0 

• 

299 

403 

WW  Grainger 

832 

1,321 

1,628 

90.5 

113.2 

5.9 

■ 

415 

Great  American  First  Savings 

15,242 

1,419 

300 

87.9 

99.6 

3.6 

"1  Iguret 

include  unconsolidsted  subsidiaries 
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led*ar*ship 


Leadership: 

•  Being  out  front.  Showing  initiative. 
Responding  to  customer  needs  with 
imagination  and  innovation. 


Understanding  the  needs  of  customers 
ind  developing  the  best  products  and  ser- 
vices to  meet  them.  In  business,  that's  how  you 
[Decome  a  leader.  And  that's  the  story  of  Rockwell 
nternational.  A  story  of  outstanding  technological 
ind  management  resources  being  put  to  work  for 
f|:ustomers-by  people  dedicated  to  the  task. 

We're  116,000  strong-26,000  of  us  engineers,  scientists 
Mind  technicians.  Proud  to  be  part  of  a  company  with  12 
' consecutive  years  of  earnings  growth.  And  knowing 
'hat  leadership  comes  from  not  being  satisfied  until 
)ur  customers  are. 

To  find  out  more  about  us,  write:  Rockwell 
!  nternational^Department  815R-205, 
JO  Box  17510,  Pittsburgh,  PA  15235. 


* 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries /A-B  Industrial  Automation 
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-Where  they  rank:  1987- 
Market 
Sales  value 


Net 
profits 


Company 


Market 

Net 

Cash 

Assets 

Sales 

value 

profits 

flow 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

430 


394 


62 


294 


334 


366 


Great  Atlantic  &  Pacific  Tea 


2,240 


9,532 


1,430 


103.4 


235.1 


Great  Lakes  Bancorp  FSB 


3,139 


305 


57 


20.2 


28.6 


462 


Great  Lakes  Chemical 


577 


478 


939 


55.5 


85.1 


181 


210 


Great  Northern  Nekoosa 


3,539 


2,589 


2,550 


200.6 


342.5 


Indiana  National 


5,459 


476 


405 


27.1 


35.6 


7C 


lc 


44 

190 

253 

193 

Great  Western  Financial 

28,631 

3,969 

1,900 

210.1 

250.7 

12 

477 

■ 

■ 

■ 

Greater  New  York  Savings  Bank 

2,776 

227 

85 

13.8 

15.9 

C 

289 

303 

456 

■ 

Greyhound* 

5,180 

2,501 

963 

31.3 

100.6 

2S 

■ 

233 

■ 

■ 

Grumman 

2,255 

3,325 

563 

0.7 

104.2 

33 

43 

29 

29 

22 

GTE 

28,745 

15,421 

11,516 

1,118.8 

3,592.5 

161 

97 

155 

109 

113 

Gulf  &  Western* 

15,185 

4,775 

4,207 

349.9 

923.2 

2C 

224 

475 

■ 

169 

Gulf  States  Utilities 

6  (^" 

1,433 

513 

241.1 

428.6 

4 

418 

225 

174 

■ 

Halliburton 

3,271 

3,373 

2,606 

48.1 

261.6 

47 

■ 

484 

■ 

345 

Hanover  Insurance  Cos 

2,299 

1,411 

480 

111.7 

111.7 

; 

455 

453 

■ 

430 

Harcourt  Brace  lovanovich* 

2,909 

1,518 

421 

83.4 

195.7 

14 

■ 

356 

430 

396 

Harris  Corp 

1,709 

2,084 

1,032 

92.2 

228.3 

25 

385 

143 

84 

102 

H|  Heinz 

3,733 

5,088 

5,127 

378.5 

488.3 

4i 

269 

211 

271 

■ 

Henley  Group 

5,483 

3,516 

1,816 

-278.0 

-158.0 

IS 

399 

281 

203 

36 

Hercules 

3,492 

2,693 

2,293 

820.7 

955.1 

24 

■ 

317 

220 

288 

Hershey  Foods 

1,645 

2,434 

2,210 

148.2 

218.8 

lc 

208 

74 

16 

42 

Hewlett-Packard 

7,281 

8,542 

14,770 

707.0 

1,053.0 

82 

312 

■ 

■ 

■ 

Hibernia 

4,847 

464 

382 

46.5 

54.7 

2 

■ 

■ 

466 

■ 

Hillenbrand  Industries 

660 

725 

936 

57.4 

111.8 

7 

■ 

457 

■ 

■ 

Hills  Department  Stores 

879 

1,514 

124 

20.2 

41.3 

2C 

■ 

■ 

281 

308 

Hilton  Hotels 

1,424 

815 

1,738 

139.9 

196.0 

35 

■ 

■ 

230 

170 

Himont 

1761 

1,278 

2,102 

240.3 

2*0  2 

2 

■ 

431 

■ 

336 

Holiday 

2.399 

1,663 

:,-„, 

114.8 

276.5 

4; 

■ 

452 

■ 

■ 

Holly  Farms 

703 

1,524 

471 

43.4 

74.4 

12 

■ 

469 

473 

■ 

Home  Depot 

528 

1,454 

924 

54.1 

64.9 

7 

105 

■ 

■ 

373 

Home  Federal  Savings  &  Loan 

14,109 

1,258 

436 

100.3 

127.9 

3 

233 

304 

■ 

247 

Home  Group 

6,440 

2,495 

410 

172.2 

172.2 

7 

■ 

■ 

284 

292 

Homestake  Mining 

915 

306 

1,715 

146.4 

203.1 

2 

264 

■ 

■ 

■ 

Homestead  Financial 

5,513 

510 

69 

24.7 

52.5 

1 

283 

108 

204 

158 

Honeywell 

5,285 

6,679 

2,291 

253.7 

574.4 

7)- 

374 

■ 

■ 

■ 

Horizon  Bancorp 

3,875 

370 

485 

44.5 

51.0 

2 

■ 

318 

■ 

■ 

Ceo  A  Humid 

704 

2,428 

824 

53.7 

87.7 

" 

238 

LS9 

' 

■ 

Hospital  Corp  of  America 

6, 1 83 

4,676 

2,566 

-58.4 

226.6 

- 

89 

219 

339 

187 

Household  International 

16,986 

3.441 

1,387 

221.5 

276.4 

*» 

159 

205 

135 

87 

Houston  Industries 

9,728 

3,628 

3,530 

435.0 

731.0 

" 

309 

■ 

■ 

■ 

Howard  Sj\ings  Rank 

4,881 

424 

286 

34.9 

41.3 

1 

■ 

■ 

500 

■ 

Hubbell 

469 

581 

824 

62.5 

76.6 

* 

416 

Humana 

3,296 

3,064 

1,880 

192.7 

375.0 

45 

172 

■ 

■ 

■ 

Huntington  Bancshares 

8,836 

784 

578 

47.8 

69.0 

5 

310 

187 

136 

159 

IC  Industries 

4,871 

4,027 

3,525 

251.7 

366.2 

32 

173 

322 

■ 

303 

1CH 

8,715 

2,412 

405 

141.6 

178.7 

5 

249 

■ 

301 

140 

Illinois  Power 

5,923 

1,220 

1,620 

>-.',. 

465.6 

4 

■ 

423 

286 

358 

Illinois  Tool  Works 

1,285 

1,698 

1,709 

1062 

1640 

i; 

139 

■ 

■ 

■ 

Imperial  Corp  of  America 

10,875 

1,078 

108 

50.5 

77.5 

2 

■ 

■ 

365 

■ 

I  VIS  International 

447 

429 

1,244 

59.6 

81.5 

5 

■ 

■ 

■ 

Independence  Bancorp 

2,903 

249 

230 

26.8 

30.0 

1 

355            Ingersoll-Rand 

2,248 

2,648 

1,836 

107.9 

180.6 

29 

;44             Inland  Steel  Industries 

2,651 

3,453 

1,011 

111.7 

235.1 

2C 
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How  Leaseway  helped  a  major 
manufacturer  remain  compentive 

in  a  global  market. 


r  V  tr 


Leaseway  Case  Study  #27:  Caterpillar. 


ith  increasing  competition 
throughout  the  world, 
lany  American  manufacturers 
pie  taking  a  new  look  at 
_  j  ieir  old  way  of  handling 
physical  distribution.    ^ 


*  "ase  in  point. 

-')  remain  com- 

-  etitive,  Caterpillar, 
~;ne  of  the  world's 
"rgest  manufacturers 
Tjf  material-handling 
[iquipment,  moved  a  significant 
portion  of  their  manufacturing  produc- 
tion overseas.  But  then  they  faced  the 
problem  of  how  to  meet  the  exact 
-quirements  of  their  customers  in  the 
-.S.  and  keep  inventory  costs  to 
-:  minimum. 

-i  The  solution. 

caterpillar  entered  a  partnership  with 
"leaseway  Transportation.  Utilizing  their 
distribution  expertise,  Leaseway  located 
}\  suitable  warehouse  and  designed  the 
i..yout  and  rack  system.  By  this  unique 

-  ssign,  a  40%  increase  in  space 
-Utilization  was  achieved. 

•■     In  addition  to  providing  parts 
:;ispection  and  warehousing,  Leaseway 


actually  attaches  options  to  the  lift  trucks. 
Wheels,  counterweights,  forks,  and 
masts  are  installed  as  speci- 
fied by  Caterpillar.  The 
lift  trucks  are  then 
delivered  to  CAT  s  dis- 
tribution center  for 
intricate  finishing 
and  final  quality- 
control  testing. 
Leaseway  operates 
the  system,  but 
Caterpillar 
retains  control. 


The  result. 


By  postponing  final  configuration  in  the 
channel  of  distribution,  Caterpillar  was 
able  to  dramatically  improve  service  to 
customers  and  dealers.  Costs  were 
lowered  through  reduced  finished  goods 
inventory,  faster  turnaround  on  orders, 
and  lower  labor  costs.  And  Caterpillar 
incurred  no  costly  capital 
investment.  Caterpillar  was 
able  to  concentrate  its 
expertise  in  what  it 
does  best:  the 
design,  manu- 
facturing, and 
marketing  of 
high-quality 
lift  trucks. 


The  conclusion. 


BH    Take  a  new  look  at  your  old 

way  of  handling  physical 
C  U4  distribution.  Leaseway  can 
f/  help  like  no  other  company. 
We  begin  by  analyzing  your 
entire  distribution  system,  or  any  part 
of  it.  And  recommend  a  cost-effective 
solution  that's  custom-tailored  to 
your  unique  needs. 

We're  sure  we  have  some  ideas  for 
you.  To  see  how  a  partnership  with 
Leaseway  can  help  make  your  business 


more  cost-effective,  call  Charles  B. 
Lounsbury,  Senior  VP,  at  1-800-428-0042. 
In  Ohio,  1-800-428-0028.  Or  write 
Leaseway  Transportation,  3700  Park  East 
Drive,  Cleveland,  Ohio  44122. 

Call  1-800-428-0042. 


rP 


Please  tell  me  how  a  partnership  with  Leaseway  can 
make  mv  business  more  cost-effective. 


Name_ 


Title. 


Compam. 


.Address. 


City- 


Slate. 


.  Zip_ 


Telephone  _ 


M*  Leaseway 

^nr    Transportation® 

Leaseway  Transportation  is  a  group  of  companies  providing  services 
in  physical  distribution:  Dedicated.  Contract,  and  Common  Carriage. 
Auto  and  Bulk  Transport:  Distribution  Center  Services: 
Personnel  Leasing. 

Copyright  1987  Leaseway  Transportation  Corp  FBS42588 

CATERPILLAR.  CAT  and  CB  are  trademarks  ot  Caterpillar  Inc 


Ranking  The  Forbes  500s 


-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 
($mil) 

Sales 

($mil) 

Market 
value 

($mil) 

Net 
profits 
($mil) 

Cash 
flow 

($mil) 

Nut 

emp 
(th 

Assets 

244 

■ 

■ 

■ 

Integrated  Resources 

6,050 

1,078 

128 

53.4 

61.9 

< 

■ 

388 

101 

244 

Intel 

2,597 

1,907 

4,461 

175.5 

346.9 

It 

■ 

242 

382 

310 

Interco 

2,021 

3,200 

1,182 

139.4 

196.6 

4< 

■ 

■ 

337 

481 

Intergraph 

704 

641 

1,395 

69.9 

97.4 

( 

IS 

4 

1 

1 

International  Business  Machines 

63,688 

54,217 

68,960 

5,258.0 

9,648.0 

39( 

■ 

■ 

293 

356 

international  Flavors  &  Fragrances 

875 

746 

1,678 

107.0 

127.8 

i 

■ 

400 

362 

398 

International  Minerals  &  Chemical 

2,384 

1,802 

1,254 

92.0 

227.2 

U 

■ 

439 

■ 

499 

International  Multifoods 

818 

1,617 

389 

63.7 

85.9 

i 

174 

85 

95 

95 

International  Paper 

8,710 

7,763 

4,709 

407.0 

805.0 

<u 

■ 

■ 

■ 

408 

Ipalco  Enterprises 

1,738 

554 

798 

89.3 

155.2 

J 

56 

344 

■ 

■ 

Irving  Bank 

23,534 

2,166 

802 

-193.3 

-150.8 

1( 

25 

18 

62 

24 

ITT' 

39,983 

19,525 

6,045 

1,084.9 

1,568.5 

121 

311 

149 

250 

215 

James  River  Corp  of  Virginia 

4,861 

4,894 

1,928 

195.8 

403.9 

3( 

371 

■ 

429 

289 

Jefferson-Pilot 

3,890 

1,052 

1,038 

147.7 

151.6 

c 

■ 

■ 

451 

399 

Jefferson  Smurfit 

691 

1,099 

976 

92.0 

125.0 

1 

228 

82 

23 

33 

Johnson  &  Johnson 

6,546 

8,012 

12,886 

883.0 

1,239.0 

Ti 

■ 

267 

471 

381 

Johnson  Controls 

1,728 

2,807 

929 

96.6 

196.4 

It 

■ 

■ 

■ 

423 

Jostens 

370 

572 

639 

85.3 

92.2 

£ 

135 

14 

65 

44 

K  mart 

11,106 

25,864 

5,952 

692.2 

1,093.2 

32; 

■ 

372 

■ 

■ 

KaiserTech 

2,592 

1,987 

504 

-362.0 

-273.3 

12 

489 

■ 

■ 

364 

Kansas  City  Power  &  Light 

2,691 

705 

774 

1 04  0 

201  0 

2 

■ 

■ 

■ 

378 

Kansas  Gas  &  Electric 

2,612 

512 

746 

97.4 

181.6 

1 

■ 

■ 

■ 

410 

Kansas  Power  &  Light 

1,730 

1,166 

782 

88.7 

156.5 

275 

454 

■ 

■ 

Kaufman  &  Broad 

5,385 

1,518 

445 

57.3 

64.8 

2 

491 

196 

54 

97 

Kellogg 

2,681 

3,793 

6,463 

395.9 

509.0 

17 

■ 

■ 

465 

■ 

Kelly  Services 

262 

1,161 

936 

50.5 

56.8 

83 

144 

201 

379 

186 

Kemper 

10,744 

3,663 

1,194 

221.7 

221.7 

16 

■ 

■ 

■ 

467 

Kentucky  Utilities 

1,311 

553 

676 

73.7 

123.6 

437 

290 

280 

427 

Kerr-McGee 

3,071 

2,608 

1,749 

84.0 

385.0 

7 

127 

■ 

■ 

441 

KeyCorp 

11,596 

1,091 

725 

80.0 

113.4 

8 

372 

150 

116 

123 

Kimberly-Clark 

3,886 

4,885 

4,009 

3252 

511.2 

36 

■ 

360 

207 

274 

Knight-Ridder 

1,985 

2,073 

2,282 

155.2 

254.8 

24 

■ 

455 

480 

■ 

Koppers 

1,075 

1,516 

885 

10.8 

84.4 

10 

268 

57 

60 

83 

Kraft 

5,487 

9,876 

6,182 

444.2 

592.2 

46 

326 

21 

248 

232 

Kroger 

4,460 

17,660 

1,945 

183.3 

406.3 

167 

■ 

■ 

■ 

471 

Lafarge 

1,054 

1,221 

525 

71.7 

135.6 

6 

287 

204 

33 

48 

Eli  Lilly 

5,255 

3,644 

10,871 

643.7 

828  0 

25 

■ 

209 

147 

172 

Limited 

1,588 

3,528 

3,266 

235.2 

340.4 

46 

■ 

■ 

212 

417 

LIN  Broadcasting 

536 

237 

2,266 

87.5 

103.2 

1 

87 

102 

■• 

171 

Lincoln  National 

18,004 

6,960 

1,689 

236.9 

271.3 

14 

303 

156 

.... 

281 

Litton  Industries 

4,965 

4,736 

1,835 

151.0 

320.8 

54 

■ 

■ 

333 

338 

Liz  Claiborne 

482 

1,053 

1,438 

114.4 

120.3 

3 

234 

43 

224 

92 

Lockheed 

6,301 

11,321 

2,154 

421.0 

774.0 

98 

67 

68 

85 

43 

Loews 

22,209 

8,957 

5,091 

696.2 

766.2 

23 

229 

■ 

■ 

Lomas  &  Nettleton  Financial 

6,524 

966 

493 

26.5 

96.5 

4 

361 

148 

Long  Island  Lighting 

9,324 

2,072 

792 

269  9 

354.6 

6 

■ 

409 

■ 

Longs  Drug  Stores 

474 

1,772 

624 

49.2 

63.5 

12 

• 

■ 

490 

Longview  Fibre 

546 

574 

521 

67.5 

97.3 

3 

■ 

• 

485 

Loral 

1,476 

1,243 

794 

69.6 

131.5 

12 

a 

343 

470 

Lotus  Development 

318 

396 

1,351 

72.0 

100.0 

1 

417 

■ 

Louisiana  Land  &  Exploration 

1,607 

784 

1,066 

24.8 

252.1 

0 

326 

Louisiana-P^vific 

1,971 

1,922 

1,025 

125.0 

272.5 

13 

- 

niiicd  subsidiaries 
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IS  THIS  NEXT? 


Will  the  health  care  developments  of  the  future 
have  more  to  do  with  saving  money  than  with 
saving  lives?  . 

At  the  rate  medical  costs  are  rising,  there's  no  telling 
how  far  a  company  will  have  to  go  to  save  money. 

That's  why  CIGNA  is  doing  something  different.  At 
the  CIGNA  companies,  we  firmly  believe  that  the 
quality  of  health  care  must  not  be  reduced  along 
with  costs.  Last  year,  we  saved  our  clients  over  $600 
million  through  our  medical  cost  containment  pro- 
grams. And  that's  in  a  year  when  national  health 
spending  increased  dramatically. 

Yet  we  demonstrated  that  we're  equally  commit- 
ted to  providing  high  quality  care.  Our  case  man- 
agement approach,  for  example,  not  only  reduces 
costs,  but  can  actually  improve  the  quality  of  care. 
We  may  recommend  transferring  a  patient  to  a  spe- 
cial facility  that  costs  more  on  a  daily  basis,  but 
because  that  patient  is  receiving  more  appropriate 
care,  the  stay  is  shorter  and  the  net  cost  is  less. 


While  a  "new"  concept  to  most  companies,  case 
management  has  been  in  practice  at  the  CIGNA 
companies  for  over  M  years.  In  fact,  we're  the  top 
provider  in  the  U.S.  for  medical  management  and 
rehabilitation  services. 

And  since  we're  a  single  source  for  a  full  spectrum 
of  medical  care  and  dental  options,  we  can  help 
companies  plan  very  cost-efficient  programs.  Pro- 
grams ranging  from  HMOs  to  group  indemnity  cover- 
ages to  plans  that  combine  the  advantages  of  both. 

At  CIGNA,  we're  as  concerned  about  the  right  care 
as  we  are  about  the  bottom  line.  And  we  can  help 
you  with  both.  Write  the  CIGNA  Companies,  Dept. 
R15,  One  Logan  Square,  Philadelphia,  PA  -19103. 

Striking  the  right  balance  between  managing 
costs  and  maintaining  high 
quality  health  care.  It's  one 
more  example  of  CIGNA's 
commitment  to  personal- 
ized service  to  business. 


Ranking  The  Forbes  500s 


-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 

iSmil) 

Sales 

ISmil) 

Market 
value 

($mil) 

Net 
profits 
(Smil) 

Cash 
flow 

($mil) 

Numbei 

employe 

(thou) 

Assets 

■ 

■ 

457 

Louisville  Gas  &  Electric 

1,665 

631 

607 

76.2 

124.2 

4.0 

314 

■ 

■ 

Lowe's  Cos 

1,027 

2,442 

635 

56.0 

94.5 

14.8 

260 

91 

■ 

70 

LTV 

5,706 

7,582 

252 

502.6 

753.0 

48.3 

■ 

356 

438 

Lubrizol 

939 

1,022 

1,281 

81.3 

134.4 

4.8 

103 

440 

294 

Lucky  Stores 

1,301 

6,925 

1,018 

145.8 

239.1 

41.5 

391 

■ 

■ 

Mack  Trucks 

1,011 

1,858 

349 

3.8 

31.8 

10.2 

■ 

330 

475 

Macmillan 

935 

956 

1,449 

70.7 

113.7 

9.0 

12 

86 

421 

■ 

Manufacturers  Hanover 

73,348 

7,757 

1,055 

-1,140.2 

-957.3 

29.7 

169 

■ 

■ 

■ 

Manufacturers  National 

9,077 

800 

553 

6.6 

22.3 

5.1 

483 

364 

■ 

258 

Manville 

2,753 

2,063 

54 

164.1 

256.6 

19.0 

■ 

435 

458 

■ 

Mapco 

1,365 

1,637 

961 

57.3 

145.7 

5.0 

■ 

■ 

123 

325 

Marion  Laboratories 

446 

695 

3,673 

125.2 

145.2 

2.8 

279 

111 

133 

185 

Marriott 

5,371 

6,522 

3,564 

223.0 

390.1 

202.8 

-  ■ 

349 

126 

134 

Marsh  &  McLennan  Cos 

1,634 

2,147 

3,656 

302.1 

372.2 

21.3 

263 

■ 

■ 

■ 

Marshall  &  Ilsley 

5  ^S6 

558 

491 

57.9 

75.9 

4.9 

471 

140 

217 

179 

Martin  Marietta 

2,794 

5,165 

2,222 

2307 

404.0 

70.0 

462 

366 

163 

189 

Masco 

2,850 

2,023 

2,867 

218.8 

282.1 

24.1 

■ 

463 

482 

■ 

Masco  Industries 

1,793 

1,470 

878 

45.2 

118.5 

14.5 

■ 

395 

■ 

■ 

Maxicare  Health  Plans 

1,168 

1,839 

117 

-60.9 

-26.4 

6.2 

239 

53 

106 

84 

May  Department  Stores 

6,181 

10,314 

4,377 

444.0 

714.0 

147.4 

■ 

386 

285 

277 

Maytag 

855 

1,909 

1,711 

152.7 

189.3 

12.6      1 

■ 

■ 

■ 

463 

MB1A 

1,159 

135 

482 

74.3 

78.3 

0.2 

395 

293 

186 

313 

MCA 

3,535 

2,590 

2,509 

137.3 

886.5 

16.4 

■ 

■ 

272 

■ 

McCaw  Cellular  Communications 

1,016 

150 

1  807 

-13.4 

47.3 

0.8  ■ 

214 

152 

44 

65 

McDonald's 

6,982 

4,853 

8,310 

S49  1 

887.5 

159.0 

179 

38 

202 

128 

McDonnell  Douglas 

v    =,  *(S 

13,146 

2,304 

313.0 

832.7 

109.0 

■ 

418 

200 

257 

McGraw-Hill 

1,638 

1,751 

2,327 

164.8 

230.3 

15.6 

276 

193 

172 

424 

MCI  Communications 

5,380 

3,939 

2,681 

85.0 

603.0 

13.9 

■ 

100 

404 

409 

McKesson 

2,290 

7,112 

1,094 

88.7 

147.3 

17.1 

77 

408 

■ 

■ 

MCorp 

20,228 

1,774 

101 

-258.3 

-225.3 

10.9 

453 

177 

227 

190 

Mead 

2,917 

4,209 

2,127 

218.2 

386.4 

20.6 

■ 

■ 

435 

■ 

Media  General 

829 

715 

1,023 

42.9 

86.0 

7.6 

■ 

■ 

368 

429 

Medtronic 

590 

608 

1,240 

83.6 

111.2 

4.9 

36 

234 

■ 

■ 

Mellon  Bank 

30,525 

3,321 

760 

-844.0 

-777.0 

16.7 

■ 

123 

160 

142 

Melville 

2,231 

5,930 

2,881 

285.4 

361.4 

85.5 

223 

■ 

■ 

■ 

Mercantile  Bancorporation 

6,766 

670 

307 

-24.5 

-11.1 

4.7 

408 

■ 

■ 

■ 

Mercantile  Bankshares 

3,329 

314 

426 

46.1 

52.8 

2.4 

■ 

348 

342 

319 

Mercantile  Stores 

1,345 

2,156 

1,363 

129.6 

176.7 

22.0 

348 

■ 

■ 

■ 

Merchants  National 

4,200 

387 

271 

17.1 

30.4 

2.7 

261 

145 

6 

32 

Merck 

5,680 

i,061 

20,816 

906.4 

1,116.4 

30.9 

188 

■ 

■ 

444 

Meridian  Bancorp 

8,389 

,HN,< 

626 

79.5 

98.5 

6.2 

83 

404 

■ 

■ 

Meritor  Financial  Group 

19,016 

1,787 

171 

-396.4 

19.5 

5.4 

18 

51 

205 

99 

Merrill  Lynch 

55,193 

10,659 

2,291 

390.6 

6410 

45.3 

■ 

394 

■ 

■ 

Fred  Meyer 

627 

1,848 

235 

32.0 

62.3 

14.6 

183 

■ 

■ 

465 

Michigan  National 

8,481 

908 

618 

73.9 

98.7 

6.7 

■ 

■ 

159 

393 

Microsoft 

412 

457  ■ 

.\SS.S 

92.9 

104.8 

1.5 

291 

90 

Middle  South  Utilities 

15,292 

3,455 

1,688 

429.5 

813.9 

13.7 

359 

262 

Midlantic 

17,792 

1,543 

1,261 

161.5 

196.4 

10.7 

■ 

426 

■ 

Millipore 

480 

529 

1,047 

47.7 

69.8 

5.0 

18 

30 

Minnesota  Mining  &  Manufacturing 

8,031 

9,429 

14,645 

918.0 

1,482.0 

82.1 

* 

■ 

480 

Minnesota  Power 

1,412 

426 

580 

70.0 

108.8 

2.0 
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This  shouldn't  be  the  way 
you  turn  on  your  copier. 


representative 


And  you  shouldn't  need  a  Masters  of 
Engineering  to  keep  it  in  proper  running 
order.  fetofe* 

But  these  days,  if 
you  don't  know  how  to  re- 
wire your  Coronas  or  re- 
place your  exposure  lamp, 
chances  are  your  copier's  down  agar 
Now  rather  than  accept  copier  breakdowns 

PSWlMTfWffHB  as  inevitable,  you 
BSWiaHiUUM  have  a  choice.  You 
can  pick  up  the  phone  and  call  your  service1 
technician  for  the  umpteenth  time 

Or  call  your  local  Ricoh 
',  for  the  very  first  time. 

Before  he'll  show  you  the  tech 
;  noiogy  behind  our  latest  copiers,  he'll  inform 
you  of  the  facts  that  stand  in  front  of  them 

Like  the  fact  that  we're  one  of  the 
jgest  manufacturers  of  copiers  in  the  world. 
And  the  fact  that  our  engineers  work  to 
!  make  certain  that  when  you're  on  dead 
line,  your  copier's  not  on 
i  downtime. 

Then  he'll  be  glad 
to  show  you  the  specif- 
ics. Like  our  FT7060.  A 
machine  so  sophistica- 
ted, it  can  turn  itself  on,  edit  your 
automatically  change  print  tone^ 
itself  off.  Which  doesn't  mean  i 

1 


\m 


riginals, 
turn 
you  need 


rand 


'/ 


o  memorize  hundreds 
of  technical  commands 
to  program  it.  All  you 
;  have  to  do  is  consult  the 
animated  Guidance  Display 
System.  And  let  your  index 
finger  do  the  rest. 

Finally,  he'll  discuss  a 
little  something  called  a  com- 
mitment from  a  company  that 
flatly  refuses  to  accept  copier 
breakdowns  as  inevitable.  A  com- 
pany with  one  of  the  most  exten- 
ive  service  networks  we  hope  you 
never  use.  And  no. 

He  won't  tell  you  that  every  Ricoh 
copier  will  never  stop  working  perfectly. 
But  he  will  tell  you 
that  we  promise  never  to  stop 
working  to  make  every  Ricoh 
copier  perfect. 

So  if  you're  having  trou- 
ble keeping  your  spirits  up  every  time  your  cop- 
ier's down,  you  can  call  1-800-63-RICOH  and 
ask  for  more  information. 

Or  call  M.I.T.  and  ask  for  a  student  loan. 
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KHRDH 

Copiers  built  to  work. 


Can  a  new  company 

become  part  of 

most  American  homes 

in  just  three  years? 

One  can. 


Jt^{ 


The  name  is  Magnelek. 

Our  name  is  hardly  a  household  word.  Most 
homemakers  wouldn't  know  a  MagneTek  product 
if  they  saw  one.  Yet,  MagneTek  products  are 
quietly  at  work  in  an  estimated  nine  out  of  10 
American  homes. 

MagneTek  motors,  transformers,  power  sup- 
plies and  other  MagneTek  electrical  products  do 
their  chores  behind  the  scenes  —  as  working  parts 
of  appliances  and  other  home  conveniences  you 
enjoy  every  day.  Leading  brands  of  heaters,  ven- 
tilators, air  conditioners,  light  fixtures,  ovens, 
intercoms,  home  computers,  exercise  machines, 
swimming  pools,  spas  and  even  RVs  are  apt  to 
contain  one  or  more  MagneTek  components. 

How  did  we  find  a  home  in  so  many  American 
homes  ( not  to  mention  office  buildings,  industrial 
plants,  farms,  shopping  centers,  schools,  hospitals 
and  government  facilities)  in  just  three  years?  By 
uniting  some  of  the  best-known  names  in 
electrical  equipment  into  an  $850 
million  business  with  one  common 
purpose:  to  make  the  best  electrical 
products  in  the  world  and  treat  cus- 
tomers as  if  they  run  the  company 

Because  at  MagneTek,  they  do. 


M 


MagneTek 


The  new  first  name  in  electrical  equipment. 

nformation,  including  a  copj  <>l  our  Annual  Report. 
:k,  Inc  .  lllll  Santa  Monica  Blvd.,  Los  Angeles,  CA  W025. 
Oi  call  1-800-541-99 
s  located  throughout  the  U  S  and  abroad 
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Assets 

92 

442 

432 

285 

MNC  Financial 

16,658 

1,598 

1,029 

148.8 

180.6 

7. 

24 

5 

14 

16 

Mobil 

41,140 

51,223 

16,094 

1,258.0 

3,804.0 

124.1 

■ 

■ 

468 

■ 

Molex 

466 

226 

931 

50.2 

98.1 

4. 

285 

371 

'    ■ 

■ 

Monarch  Capital 

5,261 

1,992 

301 

44.1 

47.2 

2. 

184 

89 

61 

86 

Monsanto 

8,455 

7,639 

6,150 

436.0 

1,115.0 

50. 

396 

■ 

■ 

■ 

Moore  Financial  Group 

3,519 

319 

187 

16.9 

23.8 

2.: 

9 

105 

53 

431 

JP  Morgan 

75,414 

6,834 

6,530 

83.3 

187.3 

15. 

39 

245 

357 

178 

Morgan  Stanley  Group 

29,663 

3,148 

1,274 

230.9 

251.4 

5.' 

■ 

392 

■ 

■ 

Morrison-Knudsen 

898 

1,857 

360 

-59.5 

-22.9 

15. 

■ 

343 

256 

278 

Morton  Thiokol 

1,794 

2,166 

1,883 

152.5 

238.9 

18.1 

281 

107 

55 

130 

Motorola 

5,321 

6,707 

6,432 

308.0 

802.0 

96. 

■ 

462 

■ 

■ 

Murphy  Oil 

2,067 

1,474 

779 

-43.6 

179.0 

4.; 

■ 

■ 

351 

440 

Nalco  Chemical 

747 

842 

1,297 

80.3 

123.8 

5.1 

■ 

385 

■ 

■ 

Nash  Finch 

352 

1,919 

201 

18.5 

36.9 

8. 

470 

■ 

■ 

■ 

National  Bancshares  Corp  of  Texas 

2,797 

277 

27 

-64.0 

-53.2 

1.5 

102 

465 

376 

380 

National  City 

14,912 

1,468 

1,198 

969 

123.4 

9.( 

428 

■ 

■ 

■ 

National  Community  Bank 

3,153 

249 

373 

34.5 

39.5 

1.; 

■ 

191 

■ 

■ 

National  Intergroup 

2,013 

3,960 

2  59 

-10.6 

45.5 

7.: 

410 

257 

344 

434 

National  Medical  Enterprises 

3,321 

2,987 

1,351 

81.8 

217.3 

71.( 

■ 

362 

354 

■ 

National  Semiconductor 

1,785 

2,068 

1,290 

-0.6 

160.4 

30.( 

■ 

■ 

425 

449 

National  Service  Industries 

768 

1,344 

1,047 

78.5 

107.8 

19.< 

■ 

203 

415 

242 

Navistar  International 

1,944 

3,647 

1,069 

176.9 

220.2 

15.( 

59 

374 

311 

261 

NBD  Bancorp 

23,354 

1,968 

1,543 

162.2 

195.7 

11.J 

41 

312 

327 

255 

NCNB 

28,915 

2,461 

1,458 

166.9 

243.5 

12.: 

350 

131 

77 

93 

NCR 

4,187 

5.641 

5,313 

419.3 

713.6 

62.( 

363 

472 

363 

253 

New  England  Electric  System 

3,989 

1,448 

1,253 

168.8 

353.4 

5.: 

323 

■ 

385 

■ 

New  York  State  Electric  &  Gas 

4,487 

1,290 

1,163 

52.3 

163.0 

4.: 

■ 

424 

182 

266 

New  York  Times 

1,712 

1,690 

2,542 

160.3 

241.9 

io.; 

■ 

■ 

193 

116 

Niwmont  Mining 

1,964 

514 

2,373 

339.7 

410.0 

1.1 

221 

289 

)09 

■ 

Niagara  Mohawk  Power 

6,794 

2,623 

1,547 

57.8 

244.2 

11.1 

■ 

474 

■ 

428 

\icor 

2,000 

1,436 

688 

83.7 

183.7 

4.) 

379 

470 

■ 

493 

Nipaco  Industries 

3,817 

1,452 

623 

65.0 

208.7 

5.4 

■ 

384 

304 

394 

Nordstrom 

1  134 

1,920 

1,606 

92.7 

142.8 

21.C 

157 

183 

89 

246 

Norfolk  Southern 

9,832 

4,113 

4,936 

172.4 

474.2 

36.1 

438 

■ 

■ 

■ 

Northeast  Bancorp 

3,056 

281 

295 

30.2 

38.0 

Ut 

206 

■ 

■ 

■ 

Northeast  Savings  FA 

'   ?6,s 

601 

68 

10.3 

43.2 

1  " 

225 

359 

221 

182 

Northeast  Utilities 

6,627 

2,081 

2,201 

229.1 

423.8 

9.3 

331 

410 

262 

202 

Northern  States  Power 

4,401 

1,770 

1,853 

204.9 

449.0 

8.1 

167 

■ 

■ 

■ 

Northern  Trust 

9,326 

834 

541 

-65.1 

-43.4 

5.1 

432 

119 

390 

Northrop 

3,124 

6,053 

1,194 

94.2 

341.0 

47.5 

319 

■ 

■ 

■ 

Northwestern  National  Life  Insurance  Co 

4,561 

1 305 

256 

38.0 

38.0 

2.9 

■ 

■ 

459 

■ 

Norton 

1,038 

1,261 

960 

61.6 

103.9 

15.4 

74 

331 

405 

■ 

Norwrst 

20,747 

2,298 

1,094 

-29.8 

19.1 

15.2 

■ 

■ 

486 

■ 

Noxell 

294 

489 

859 

43.6 

51.6 

2.0 

■ 

■ 

492 

■ 

Nucor 

654 

851 

840 

50.5 

92.3 

4.5 

34" 

' 

420 

NWA 

4,219 

5,142 

1,059 

103.0 

443.3 

33.6 

64 

22 

15 

\vnex 

22,786 

12,084 

12,946 

1,276.5 

3,307.3 

92.8 

91 

82 

Ml 

Occidental  Petroleum 

16,739 

17,096 

5,208 

184.0 

1,092.0 

50.8 

■ 

• 

■ 

Ogden 

947 

858 

1 ,086 

54.0 

71.9 

37.8 

490 

■ 

469 

Ohio  Casualty 

2,682 

1,575 

801 

72.6 

78.6 

5.9 

194 

94 

<o  Edison 

7,907 

1,780 

3,067 

412.9 

612.2 

7.3 

■  Not  i  'i 

500  to 
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So  you're  the  one  who  invented  the  yellow  filter? 

Ribbit! 


Colored  glass  filters  ab- 
sorb light  of  certain  wave- 
lengths. But  you  only  get  to 
see  the  colors  of  the  wave- 
lengths they  transmit. 


The  epidermis  covering 
the  blue  connective  tissue 
acts  as  a  yellow  filter.  The 
tree  frog  would  really  be 
blue  if  it  weren  't  for  this 
natural  skin  filter. 


Tree  frogs  are  not  the  color  they  appear 
to  be.  They're  actually  blue!  But  this 
color  would  make  them  look  like  sitting 
ducks  to  their  enemies.  That's  why 
they've  camouflaged  themselves  with 
their  yellow  skin  which  makes  them 
appear  green.  Maybe  this  is  how  the 
yellow  filter  was  invented! 

Our  yellow  glass  filters  have  the 

same  effect  that  the  tree  frog's 
epidermis  has.  They  absorb  the  blue 
portion  of  the  color  spectrum,  but 
transmit  green  light  waves.  This  makes 
the  hidden  green  in  most  shades  of 
blue  visible. 

Colored  glass  filters  come  in  a 

variety  of  over  120  colors  besides 
yellow.  They  are  manufactured  by 
adding  colorants  to  the  glass  mixture. 
Chrome,  for  instance,  colors  glass 
yellow;  cobalt  turns  it  blue.  Colored 
glass  is  then  melted  at  1,400°  C  using 
utmost  precision  to  achieve  flawless 
quality.  And  since  our  colored  glass 
filters  are  made  of  only  mineral 
components  they  will  never  fade. 

Filters  are  useful  in  many  fields, 

such  as  photography,  to  alter  colors  or 
to  produce  special  lighting  effects.  In 
research,  they  are  used  to  measure 
color.  Many  of  these  filters  even  absorb 
invisible  light.  Utilized  as  protective  heat 
absorbing  filters  in  projectors,  they 
prevent  hot  infrared  radiation  from 
ruining  slides. 

Colored  glass  filters  from  Schott 

Glass  Technologies  are  just  one 
example  of  Schott's  R&D  achieve- 
ments. Today's  advanced  technologies 
depend  on  special  glass  from  Schott. 

Meet  Schott  worldwide:  50,000 

products,  40  production  facilities, 
represented  in  over  100  countries,  with 
$  1  billion  in  sales. 

Schott  in  the  USA:  8  companies 

employing  more  than  1,200  people. 

Want  to  know  more  about  our 

special  glass?  Write  to:  Schott 
Corporation,  Dept.  F9,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


fca  SCHOTT 

Nobody  knows  more  about  glass. 
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232 


469 


369 


339 


Oklahoma  Gas  &  Electric 


2,455 


1,065 


1,238 


114.0 


209.9 


Old  Kent  Financial 


6,455 


536 


409 


63.4 


75.4 


369 


Old  Republic  International 


2,798 


1,095 


326 


102.8 


102.8 


4.(1 


4.CI 


4.71 


329 

■ 

■ 

■ 

Old  Stone 

4,425 

444 

129 

13.3 

24.3 

2.1W 

381 

474 

453 

Olin 

1,685 

1,930 

924 

78.0 

196.0 

13.7 

■ 

487 

■ 

Oracle  Systems 

175 

187 

858 

23.3 

31.9 

0.8 

490 

■ 

■ 

Outboard  Marine 

1,068 

1,380 

419 

55.7 

112.2 

10.4 

265 

■ 

188 

Owens-Corning  Fiberglas 

1,590 

2,891 

655 

220.5 

341.5 

18.8 

319 

437 

342 

Paccar 

1,300 

2,424 

1,022 

112.5 

139.6 

9.4 

301 

138 

154 

161 

Pacific  Enterprises 

5,027 

5,339 

2,958 

251.2 

483.9 

27.3 

322 

■ 

■ 

■ 

Pacific  First  Financial 

4,509 

467 

8~ 

2S2 

35.4 

1.3 

68 

96 

57 

53 

Pacific  Gas  &  Electric 

21,734 

7,186 

6,310 

597.2 

1,472.4 

28.3 

73 

67 

30 

28 

Pacific  Telesis  Group 

21,056 

9,131 

11,372 

950.0 

2,657.5 

73.4 

258 

345 

214 

153 

PacifiCorp 

5,726 

2,163 

2,239 

266.3 

534.0 

11.3 

112 

315 

■ 

461 

PaineWebber  Group 

12,956 

2,437 

417 

74.6 

96.4 

127 

■ 

■ 

457 

■ 

I'all 

573 

403 

962 

48.9 

68.6 

5.2 

■ 

206 

■ 

■ 

Pan  Am 

2,338 

3,593 

383 

-265.3 

-121.4 

21.6 

440 

447 

396 

353 

Panhandle  Eastern 

3,045 

1,563 

1,116 

108.2 

222.9 

4.0 

■ 

369 

295 

395 

Parker-Hannifin 

1,498 

2,014 

1,666 

92.2 

167.5 

27.1 

■ 

411 

■ 

■ 

Payless  Cashways 

815 

1,768 

387 

28.1 

63.9 

14.5 

■ 

479 

319 

■ 

Penn  Central 

2,493 

1,421 

1,490 

36.2 

85.8 

20.0 

421 

■ 

■ 

■ 

Pennbancorp 

3,228 

310 

264 

33.1 

40.5 

2.2 

142 

31 

64 

52 

|C  Penney 

10,842 

15,332 

6,012 

608  0 

849.0 

178.5 

210 

355 

188 

133 

Pennsylvania  Power  &  Light 

7,195 

2,089 

2,474 

302.5 

559.8 

8.3- 

413 

405 

157 

■ 

Pennzoil 

3,305 

1,786 

2,929 

44.3 

312.9 

6.2 

171 

42 

41 

55 

PepsiCo 

9.023 

11,485 

8,691 

594.8 

1,157.8 

219.5 

■ 

491 

422 

■ 

Perkin-Elmer 

1,449 

1,378 

1,054 

-9.5 

51.2 

14.4 

314 

■ 

■ 

■ 

Perpetual  Saving*  Bank  FSB 

4,783 

448 

124 

28.9 

42.7 

1.5 

217 

147 

48 

45 

Pfizer 

6,923 

4,920 

7,669 

690.2 

852.2 

40.4 

■ 

440 

331 

282 

Phelps  Dodge 

2,250 

1,612 

1,446 

150.6 

231.3 

8.7 

362 

449 

■ 

■ 

PHH  Group 

i,99.^ 

1,545 

475 

43.7 

526  S 

4.2 

133 

243 

128 

66 

Philadelphia  Electric 

11,210 

3,181 

3,642 

542.4 

880.0 

11.2 

81 

15 

8 

7 

Philip  Morris  Cos 

19,145 

22,279 

20,202 

1,842.0 

2,546.0 

112.0 

120 

48 

149 

■ 

Phillips  Petroleum 

12,111 

10,721 

3,197 

35.0 

957.0 

22.2 

346 

116 

153 

194 

Pillsburv 

4.235 

6,198 

3,007 

209.4 

442.5 

106.5 

114 

382 

192 

149 

Pinnacle  West  Capital* 

12,908 

1,928 

2,389 

268.4 

4623 

11.9 

■ 

■ 

446 

■ 

Pioneer  Hi-Bred  International 

963 

846 

1,001 

52.3 

100.9 

5.1 

■ 

335 

158 

212 

Pitney  Bowes 

2,432 

2,251 

2,921 

199.4 

342.4 

29.3  | 

35 

282 

183 

203 

PNC  Financial 

31,433 

2,678 

2,532 

204.8 

204.8 

11.7 

• 

412 

325 

334 

Polaroid 

1,625 

1,764 

1,463 

116.1 

19  1    s 

14.2 

■ 

■ 

449 

454 

Portland  GcilCUl 

2,556 

764 

980 

78.0 

188.5 

3.1 

■ 

■ 

■ 

416 

Potlatch 

1,307 

992 

759 

87.6 

152.7 

7.5 

406 

■ 

236 

198 

Potomac  Electric  Power 

3,345 

1,332 

2,066 

208.2 

324.1 

5.5 

302 

139 

124 

104 

PPG  Industries 

4,988 

5,183 

3,673 

377.1 

659.6 

36.8 

■ 

■ 

473 

Premark  International 

1,586 

2,197 

752 

71.5 

142.0 

22.4 

■ 

■ 

■ 

■ 

111 

■ 

DO 

Premier  Bancorp 


4,349 


445 


172 


-18.4 


4.9 


3.2 


■ 

Premier  Industrial 

334 

487 

1,218 

56.0 

61.7 

3.7  1 

436 

Price  Co 

961 

3,487 

1,606 

81.4 

93.0 

8.3  | 

■ 

495 

Prime  Computer 

1,335 

961 

741 

64.8 

145.6 

8.7  1 

■ 

Prime  Motor  Inns 

707 

254 

1,005 

59.6             71.8             8.0 

213 

Primerica 

13,217 

3,762 

1,233 

198.6           254.3            24.8 

.:  subsidiaries 
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THE  PEOPLE  CONNECTION 


These  days,  when  people  communicate, 

Hello.  Free  for  lunch7 

it  takes  an  array  of  high-tech  equipment 
lis  on  C-SPAN  now. 

to  make  it  possible.  But  more  important, 
Data  transmission  follows. 

it  takes  dedicated  professionals  to  make 
No.  they  came  right  back  on. 

the  technology  work.  So  when  you  connect 
Pick  up  a  quart  of  Ice  cream. 

with  Centel,  we  connect  you  with  people 
Butter  pecan. 

before  we  connect  you  with  technology. 
No.  I'm  in  the  car.  Ten  thousand  shares. 

Because  that's  what  communicating 
Not  now.  Say  hello. 

is  all  about. 
Good-bye 


i£ 


¥ 


iu  V> 


,3** 


CENTEL 


WHERE  PEOPLE  CONNECT 


BUSINESS  SYSTEMS  •  TELEPHONE 
CABLE  TELEVISION  •  POWER  DISTRIBUTION 
CELLULAR  COMMUNICATIONS 


I 


For  more  information  about  Centel  Corporation 
write  Department  A,  8725  Higgms  Road.  Chicago.  IL  60631  ©  1987  Centel  Corporation 
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96 

19 

19 

75 

Procter  &  Gamble 

15,187 

17,892 

14,451 

481.0 

1,139.0 

73.9  1 

■ 

■ 

483 

406 

Progressive 

1,786 

1,000 

877 

89.8 

100.1 

5.3  1 

162 

302 

■ 

391 

Provident  Life  &  Accident 

9,455 

2,515 

584 

93.9 

125.6 

55| 

451 

433 

419 

298 

Public  Service  Co  of  Colorado 

2,934 

1,657 

1,062 

143.7 

266.4 

6.5 1 

■ 

■ 

■ 

295 

Public  Service  Co  of  Indiana 

2,207 

1,070 

633 

145.3 

233.3 

4.1  § 

498 

■ 

■ 

■ 

Public  Service  Co  of  New  Hampshire 

2  6  59 

549 

93 

-87.0 

-55.6 

2.6  1 

466 

■ 

■ 

386 

Public  Service  Co  of  New  Mexico 

2,815 

690 

783 

95.4 

180.8 

3.8  1 

140 

176 

90 

69 

Public  Svc  Enterprise  Group 

10,858 

4,211 

4,903 

520.5 

1,018.7 

13.6  1 

393 

■ 

■ 

■ 

Puget  Sound  Bancorp 

3,543 

356 

287 

18.6 

28.1 

2.3  1 

■ 

■ 

442 

330 

Puget  Sound  Power  &  Light 

2,452 

729 

1,006 

120.4 

215.1 

2.4  I 

475 

151 

142 

195 

Quaker  Oats 

2  779 

4,872 

3,326 

209.2 

333.1 

30.5  1 

■ 

297 

223 

160 

Quantum  Chemical 

2,581 

2,567 

2,156 

251.6 

406.7 

12.3  1 

377 

125 

103 

110 

Ralston  Purina 

3,832 

5,913 

4,406 

359.9 

603.4 

58.9 1 

■ 

■ 

303 

405 

Raychem 

1,042 

1,016 

1,607 

89.8 

149.8 

9.9  1 

357 

87 

100 

82 

Raytheon 

4,062 

7,659 

4,510 

445.1 

681.6 

75.8 1 

■ 

486 

377 

256 

Reebok  International 

868 

1,389 

1,196 

165.2 

171.0 

1.3  1 

211 

228 

■ 

323 

Reliance  Group  Holdings 

7,180 

3,363 

431 

125.9 

144.6 

9.5  1 

66 

430 

347 

■ 

Republic  New  York 

22,388 

1,665 

1,329 

33.0 

54.6 

3.3  1 

338 

173 

180 

209 

Reynolds  Metals 

4,314 

4,284 

2,566 

200.7 

370.6 

27.1  1 

222 

■ 

■ 

■ 

Riggs  National 

6,788 

479 

268 

1.0 

11.8 

2.1 1 

■ 

334 

320 

316 

Rite  Aid 

1,246 

2,273 

1,488 

133.8 

178.1 

24.2  | 

90 

28 

31 

13 

R|R  Nabisco 

16,861 

15,766 

11,131 

1,289.0 

1,941.0 

121.4  1 

■ 

387 

355 

■ 

Roadway  Services 

1,105 

1,909 

1  2N7 

50.5 

166.0 

26.8 1 

417 

■ 

■ 

■ 

Rochester  Community  Savings  Bank 

3,272 

298 

128 

15.3 

20.3 

1.3.1 

178 

41 

80 

47 

Rockwell  International 

8,600 

11,936 

5,231 

678.6 

1,277.8 

1 18.7  j 

■ 

W 

228 

217 

Rohm  &  Haas 

1,954 

2,203 

2,110 

195.5 

314.5 

12.0| 

■ 

m 

496 

■ 

Rollins  Lmironmental  Services 

179 

185 

828 

31.3 

38.9 

0.7  1 

216 

m 

■ 

■ 

LF  Rothschild  Holdings 

6,936 

461 

57 

-129.1 

-125.4 

1.6  1 

■ 

m 

470 

■ 

Rouse 

1,741 

388 

930 

10.6 

39.8 

3.9  1 

■ 

m 

269 

425 

Rubbermaid 

716 

1,015 

1,827 

84.5 

132.0 

6.9  | 

255 

163 

23  2 

• 

Ryder  System 

5,771 

4,609 

2,082 

187.1 

728.8 

38.1  1 

226 

292 

259 

177 

Safeco 

6,615 

2,592 

1,863 

231.4 

231.4 

8.6  1 

■ 

■ 

412 

■ 

Safety-Kleen 

302 

334 

1,077 

35.1 

57.4 

3.6  1 

465 

■ 

■ 

■ 

St  Paul  Bancorp 

2,822 

244 

113 

20.2 

22.6 

1.8  1 

186 

227 

226 

126 

St  Paul  Cos 

8,399 

3,366 

2,130 

318.8 

341.7 

10.4  | 

in 

121 

177 

-' 

Salomon 

74,747 

6,003 

2,581 

142.0 

182.0 

7.9  1 

388 

389 

297 

240 

San  Diego  Gas  &  Electric 

3,601 

1,904 

1,662 

179.1 

357.6 

4.7 1 

454 

■ 

■ 

■ 

San  Francisco  Federal  Savings  &  Loan 

2,912 

264 

82 

20.0 

22.4 

0.9  1 

125 

136 

49 

106 

Santa  Fe  Southern  Pacific 

11,762 

5,448 

7, 1 75 

373.5 

913.5 

51.1 1 

298 

60 

119 

138 

Sara  Lee 

5,042 

9,671 

3,867 

294.9 

474.1 

89.7  | 

4KK 

■ 

387 

■■•> 

Scam 

2,702 

1,116 

1,148 

128.9 

238.6 

4.0  1 

424 

279 

78 

127 

Schering-Plough 

3,180 

2,699 

5,260 

316.4 

405.9 

22.6  1 

324 

182 

178 

174 

Scott  Paper" 

4,481 

4,122 

2,577 

233.8 

492.5 

25.2  J 

■ 

■ 

■ 

335 

v.mjte  Technology 

989 

1,076 

726 

115.3 

146.4 

12.5  I 

356 

■ 

■ 

■ 

Seamen's 

4,124 

368 

77 

18.7 

34.8 

0.5  1 

10 

Sears,  Roebuck 

76,321 

48,440. 

12,680 

1,498.9 

2,045.9 

493.2 

90 

167 

■ 

Security  Pacific 

72,838 

7,618 

2,776 

15.7 

182.5 

43.0 

■ 

■ 

423 

■ 

Service  Corp  International 

1,041 

527 

1,047 

61.4 

87.5 

8.7 

■ 

■ 

■ 

Service  Merchandise 

1,553 

2,719 

117 

24.9 

81.1 

22.5 

317 

269 

Shawmut  National 

26,477 

2,341 

1,497 

158.9 

233.3 

15.0 

g 

403 

382 

Sherwin-Williams 

1,140 

1,793 

1,066 

96.6 

125.5 

14.8 

idaied  sul  isidianes 
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Look  inside 

and  you'll  find  we're  more  than  aircraft. 

We've  integrated  more 
different  electronic  sys- 
tems into  more  different 
airplanes  than  anyone 
else  in  the  world 

Grumman  electronic 
systems  aboard  our  E-2C 
Hawkeye  have  doubled 
the  power  of  this  airborne 
surveillance  system  every 
five  years.  We're  also  devel- 
oping ground  and  air 
electronic  systems  to  man- 
age a  battlefield.  And 
aboard  the  Grumman 
EA-6B  Prowler  are  elec- 
tronic jamming  systems 
designed  to  neutralize 
enemy  radars  and  com- 
"tions. 


IHM 


lectronic  systems 
make  Grumman  planes 
the  best  for  the  jobs  they 
do  And  electronic 
systems  are  creating 
new  opportunities  for 
Grumman. 

Only  GRUMMAN 


GRUMMAN 


■mmmani 


*&. 


Ranking  The  Forbes  500s 

-Where  they  rank:  1987- 
Market 
Sales           value 

Net 
profits 

Company 

Assets 

(Smil) 

Sales 
(Smil) 

Market 
value 

(Smil) 

Net 
profits 
(Smil) 

-=  s  ~ 

Numb! 
emplo< 
Ithoi 

Assets 

■ 

■ 

402 

■ 

Sigma-Aldrich 

267 

305 

1,096 

41.9 

51.9 

2.8 

145 

■ 

■ 

■ 

Signet  Banking 

10,724 

1,035 

594 

23.5 

45.6 

5.5 

327 

171 

63 

60 

SmithKline  Beckman 

4,446 

4,329 

6,032 

570.1 

769.9 

35.C 

■ 

■ 

329 

411 

Snap-on  Tools 

616 

754 

1,449 

88.6 

105.2 

6. 

170 

■ 

■ 

402 

Society 

9,077 

877 

716 

90.9 

113.1 

6.1* 

391 

■ 

■ 

■ 

Society  for  Savings 

3,558 

368 

144 

29.9 

37.2 

1  J 

435 

481 

472 

361 

Sonat 

3,115 

1,418 

929 

105.0 

246.7 

4  J 

■ 

■ 

469 

■ 

Sonoco  Products 

878 

1,312 

930 

61.5 

118.6 

13.ofl 

306 

■ 

■ 

■ 

South  Carolina  National 

4,918 

489 

407 

52.9 

66.4 

3.9l 

115 

■ 

■ 

■ 

Southeast  Banking 

12,842 

1,164 

553 

38.4 

81.1 

7.sl 

99 

134 

51 

39 

Southern  California  Edison 

15, 077 

5,493 

6,622 

720.6 

1,409.2 

17  J 

70 

101 

52 

63 

Southern  Company 

21,499 

7,010 

6,610 

554.4 

1,277.0 

31.gl 

480 

464 

336 

309 

Southern  New  England  Telecommunications 

2,769 

1,470 

1,397 

139.7 

346.0 

13.71 

196 

365 

■ 

420 

Southmark* 

7,781 

2,059 

208 

86.2 

138.4 

27.ol 

248 

■ 

■ 

■ 

SouthTrust 

5,924 

505 

454 

60.4 

71.4 

3  6,1 

425 

■ 

■ 

■ 

Southwest  Gas" 

3,179 

661 

371 

39.7 

72.9 

:-| 

69 

83 

35 

25 

Southwestern  Bell 

21,500 

8,003 

10,328 

1,047.1 

2,696.6 

67jl 

■ 

■ 

455 

363 

Southwestern  Public  Service 

1,640 

776 

967 

104.1 

158.8 

::■ 

72 

367 

242 

192 

Sovran  Financial 

21,233 

2,019 

1,996 

217.4 

282.7 

n.ol 

■ 

432 

■ 

■ 

Springs  Industries 

1,084 

1,661 

533 

55.7 

113.6 

23  M 

■ 

460 

332 

349 

Square  D 

1,193 

1,484 

1,445 

110.0 

170.5 

20.21 

474 

347 

59 

111 

Squibb 

2,782 

2,157 

6,285 

358.4 

404.0 

I6.9I 

■ 

220 

■ 

■ 

Staley  Continental 

1,849 

3,409 

647 

58.0 

164.9 

9.3l 

180 

■ 

■ 

■ 

Standard  Federal  Bank 

8,515 

808 

179 

56.8 

71.1 

!4| 

■ 

413 

397 

418 

Stanley  Works 

1    1SS 

1,763 

1,109 

86.6 

148.4 

19.ll 

215 

■ 

■ 

433 

State  Street  Boston 

6,955 

757 

731 

83.1 

97.8 

6.2I 

■ 

437 

■ 

■ 

IP  Stevens 

941 

1,635 

452 

56.9 

94.3 

23.ll 

■ 

240 

326 

263 

Stone  Container 

2,286 

3,233 

1,462 

161.3 

300.0 

17.21 

■ 

169 

■ 

■ 

Stop  &  Shop  Cos 

1,358 

4,343 

583 

55.7 

138.2 

47.o| 

63 

429 

173 

236 

Student  Loan  Marketing  Assn 

22,864 

1,668 

2,610 

181.0 

181.0 

lit 

■ 

420 

■ 

■ 

Subaru  of  America 

664 

1,746 

285 

-54.0 

-45.6 

111 

390 

■ 

■ 

■ 

Sumitomo  Bank  of  California 

3,576 

304 

172 

20.4 

26.1 

I.7I 

495 

■ 

■ 

■ 

Summit  Bancorp 

2,653 

245 

325 

30.0 

33.8 

14| 

117 

71 

76 

114 

Sun  Company 

12,580 

8,691 

5,442 

348.0 

1,034.0 

23.ll 

■ 

■ 

386 

■ 

Sun  Microsystems 

636 

756 

1,153 

48.0 

84.6 

3.2| 

■ 

493 

■ 

■ 

Sundstrand 

1,480 

1,365 

780 

34.6 

122.5 

15.ll 

50 

299 

196 

144 

SunTrust  Banks 

27,188 

2,561 

2,364 

282.8 

379.6 

19.9> 

■ 

451 

■ 

■ 

Super  Food  Services 

241 

1,533 

153 

12.5 

18.2 

'     ■ 

■ 

64 

346 

352 

Super  Valu  Stores 

2,083 

9,406 

1,335 

108.6 

210.9 

28.5B 

■ 

189 

372 

491 

Sysco 

969 

3,991 

1,224 

67.2 

108.8 

11.4| 

2-15 

■ 

■ 

■ 

Talman  Home  Federal  S&L  of  Illinois 

6,049 

533 

71 

13.1 

17.2 

:.'■ 

■ 

■ 
■ 

375 

455 

Tambrands 

408 

539 

1,207 

76.6 

89.5 

4.7 1 

■ 

1?6 

371 

Tandem  Computers 

1,060 

1,080 

2,593 

102.2 

160.8 

6.4 

■ 

56 

139 

Tandy 

2,227 

3,655 

2,944 

289.8 

355.9 

W.5 

252 

■ 

■ 

■ 

TCF  Financial 

5,858 

570 

49 

-67.7 

-53.3 

2.0 

■ 

■ 

348 

TECO  Energy 

2,270 

970 

1,261 

110.7 

211.8 

4.5 

■ 

a 

472 

Tecumseh  Products 

764 

951 

706 

71.6 

100.9 

11.1 

■ 

n 

■ 

Tektronix 

971 

1,389 

686 

25.7 

110.4 

18.2 

■23? 

■ 

Tele-Communications 

6,199 

1,416 

3,572 

36.0 

274.2 

15.1 

313 

103 

Teledyne* 

4,816 

4,288 

3,547 

377.2 

474.5 

44.6 

464 

305 

Temple-Inland* 

2,838 

1,938 

1,335 

141.4 

235.5 

11.1 

■  Not  i 

inconso 

liai  ics 

248 
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Mate  Sine Y)urTMe 
Insurance  Company  Is  As  Sound  An 

Investment  As  Y)ur  Property 


With  all  the  time  and 
effort  you  have  put  into 
researching  your  real 
estate  investments,  how 
much  do  you  know  about 
the  title  insurance  com- 
pany that  will  be  protect- 
ing those  investments? 

At  Ticor  Title,  we  have 
been  insuring  title  for 
close  to  100  years.  We  are 
one  of  the  oldest  and 
largest  title  insurance 
companies  in  the  country, 
with  a  reputation  based 
on  financial  strength, 
personal  service  and 
underwriting  expertise. 

So  when  you  are  con- 
sidering an  investment, 
consider  how  sound  an 
investment  your  title 
insurance  is. 

If  it's  from  Ticor  Title, 
you  know  you'll  be  deal- 
ing from  strength. 


TICOR  TITLE 


Ranking  The  Forbes  500s 


-Where  they 
Sales 

rank:  1987- 
Market 
value 

Net 
profits 

Company 

Assets 

(Smil) 

Sales 
(Smil) 

Market 
value 

[Smil) 

Net 
profits 
(Smil) 

Cash 
flow 
(Smil) 

N  umbel 

Assets 

employe 
(thou)  § 

86 

33 

67 

Tenneco 

18,503 

14,790 

5,845 

-218.0 

845.0 

102.5 

■ 

498 

■ 

Tesoro  Petroleum 

525 

1,353 

154 

-2.5 

27.4 

23  '| 

31 

8 

40 

Texaco 

33,962 

34,372 

9,046 

^t,407.0 

-1,855.0 

51.1    | 

176 

75 

■ 

Texas  Air 

8,635 

8,475 

458 

^66.1 

75.8 

69.0 

291 

■ 

■ 

Texas  American  Bancshares 

5,170 

508 

36 

-78.0 

^13.7 

3.0 

296 

208 

388 

383 

Texas  Eastern 

5,073 

3,573 

1,147 

96.1 

344.9 

9.3 

343 

132 

105 

157 

Texas  Instruments 

4,256 

5,595 

4,383 

256.9 

637.0 

77.6 

107 

184 

113 

46 

Texas  Utilities 

13,986 

4,083 

4,115 

680.0 

940.8 

16.5 

126 

94 

240 

141 

Textron* 

11,701 

7,248 

2,016 

288.9 

491.8 

66.5 

330 

178 

94 

163 

Time  Inc 

4,424 

4,193 

4,753 

250.0 

455.0 

5.4    1 

433 

250 

98 

152 

Times  Mirror 

3,122 

3,080 

4,612 

266.5 

431.9 

27.9    1 

■ 

■ 

489 

■ 

Timken 

1,467 

1,230 

846 

10.3 

95.0 

16.6    1 

345 

443 

314 

208 

Torchmark 

4,241 

1,590 

1,498 

200.9 

216.3 

6.3 

■ 

248 

117 

205 

Toys  "R"  Us 

2,028 

3,137 

4,002 

203.9 

247.6 

30.7 

383 

186 

■ 

■ 

Trans  World  Airlines 

3,753 

4.056 

594 

45.3 

277.2 

29.9  )| 

60 

97 

213 

91 

Transamerica 

23,319 

7,175 

2,252 

427.2 

558.9 

16.8    1 

341 

239 

■ 

■ 

Transco  Energy 

4,297 

3,242 

696 

-82.3 

232.2 

5.1  I 

21 

22 

132 

132 

Travelers 

50,165 

17,459 

3,564 

302.9 

430.5 

33.9  1 

381 

170 

■ 

■ 

Triangle  Industries 

3,772 

4,336 

608 

55.5 

152.8 

23.5 

482 

346 

150 

304 

Tribune 

2,758 

2,160 

3,128 

141.5 

249.0 

16.8 

■ 

425 

407 

459 

Trinova 

1,320 

1,682 

1,088 

75.1 

125.9 

20.1 

272 

■ 

■ 

■ 

Trustcorp 

5,411 

517 

314 

51.0 

61.8 

3.3 

334 

106 

164 

168 

TRW 

4,378 

6,821 

2,842 

243.4 

549.8 

78.2 

■ 

■ 

361 

322 

Tucson  Electric  Power 

2,051 

472 

1,260 

126.0 

169.1 

1.1  . 

■ 

270 

■ 

■ 

Turner 

982 

2,790 

69 

-22.3 

-14.0 

3.2 

■ 

305 

■ 

■ 

TW  Services 

2,114 

2,492 

692 

56.5 

156.8 

74.3 

■ 

401 

497 

479 

Tyson  Foods 

809 

1,796 

826 

70.0 

135.0 

25.3 

458 

329 

175 

199 

Union  Camp 

2,897 

2,308 

2,601 

207.5 

385.3 

17.4 

195 

104 

162 

176 

Union  Carbide 

7,892 

6,914 

2,876 

232.0 

695.0 

46.7  1 

247 

378 

206 

118 

Union  Electric 

5,958 

1,946 

2,285 

333.9 

558.6 

7.4 

404 

■ 

■ 

■ 

Union  National 

3,375 

294 

248 

30.3 

37.7 

2.0    1 

138 

122 

69 

57 

Union  Pacific 

10,919 

5,943 

5,675 

583.0 

1,036.0 

46.6    | 

492 

■ 

■ 

■ 

Union  Planters 

2,672 

257 

155 

10.1 

18.4 

153 

59 

88 

58 

Unisys 

9,958 

9,713 

5,017 

578.0 

1,195.7 

95.4    1 

■ 

■ 

453 

■ 

United  Artists  Communications 

1,250 

701 

968 

25.8 

91.3 

12.6 

266 

■ 

■ 

■ 

United  Banks  of  Colorado 

5,503 

548 

210 

0.7 

18.3 

4.2 

■ 

236 

■ 

■ 

United  Brands 

1,116 

3,268 

657 

61.3 

93.0 

39.5   '1 

■ 

■ 

493 

■ 

United  Cable  Television 

637 

241 

837 

-7.2 

48.5 

23 

212 

■ 

■ 

■ 

United  Financial  Group 

7,147 

672 

4 

-118.0 

-80.1 

0.7 

■ 

■ 

■ 

387 

United  Illuminating 

1,892 

498 

373 

95.2 

147.8 

1.6 

150 

■ 

461 

370 

United  lersey  Banks 

10,139 

893 

951 

102.7 

117.5 

6.2 

392 

■ 

■ 

■ 

United  Missouri  Bancshares 

3,550 

287 

342 

32.3 

42.8 

2.4 

109 

■ 

495 

376 

US  Bancorp 

13,353 

1,154 

829 

99.6 

1250 

8.3 

■ 

342 

■ 

■ 

US  Shoe 

1,101 

2,168 

612 

36.0 

91.0 

36.3 

122 

.1.3 

102 

56 

United  Technologies 

11,929 

17,170 

4,418 

Wl1 

1,102.7 

191.8 

187 

■ 

United  Telecommunications 

6,558 

2,982  . 

2,476 

-51.5 

512.2 

23.3 

■ 

330 

■ 

■ 

l  nmrsal 

1,006 

2,298 

524 

61.8 

77.8 

14.0 

76 

144 

237 

Unocal 

10,062 

8,446 

3,293 

181.0 

1,269.0 

18.1 

485 

388 

UNUM  Corp 

7,370 

2,094 

863 

94.8 

102.5 

3.9 

72 

131 

Upjohn 

3,043 

2,530 

5,612 

305.0 

401.1 

20.6 

39 

27 

US  West 

19,095 

8,445 

9,488 

1,005.5 

2,646.7 

68.9 

luUted  subsidiaries 
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Chailotte 

NORTH  CAROLINA 


There's  no  firmer  financial  base  in 
the  Southeast  than  Charlotte,  North 
Carolina. 

Because,  the  $56  billion  plus  in 
banking  resources  headquartered  here 
is  the  largest  concentration  of  business 
and  investment  capital  between  Phil- 
adelphia and  Dallas.  Which  means 
you'll  find  more  expertise  in  sophisti- 
cated cash  management  services  and 
international  banking  than  exists  in 
many  larger  cities. 

Charlotte  has  other  assets  the  fiscally 
responsible  can  appreciate.  Our  aver- 
age rate  of  $14.38  per  square  foot  of 
office  space  is  modest  by  national  stan- 
dards. Construction  costs  are  among 
the  lowest  in  the  country.  Prime  sites 
and  facilities  are  abundant. 

The  labor  force  within  50  miles  ex- 
ceeds 670,000  and  work  stoppages  are 
virtually  unheard  of.  The  average  price 
of  housing  is  one-half  that  of  New  York. 
While  beach  and  mountain  retreats 
are  but  a  short  drive  away  Call  Terrv 
Orell  at  (704)  378-131 1 .  Or  send  in  the 
coupon.  And  discover  just  how  enrich- 
ing living  in  Charlotte  can  be. 


Yes,  I'd  like  more  information  on 
Charlotte,  North  Carolina. 

SAME 
TITLE 
COMPASS 
ADDRESS 


CITY 


STATE 


ZIP 


Mail  to:  Economic  Development  Division 
The  Charlotte  Chamber,  P.O.  Box  32785 
Charlotte,  North  Carolina  28232     105 


Ranking 

The  Forbes  500s 

\l 

-Where  they 
Sales 

rank:  1987- 
Market 
value 

Net 

profits 

Company 

Assets 
($mil) 

Sales 

($mil) 

Market 
value 

($mil) 

Net 
profits 
($mil) 

Cash 
flow 

(Smill 

Nun 

empl 

(th< 

Assets 

286 

256 

328 

218 

r               oup 

5,257 

3,001 

1,457 

194.6 

325.2 

30 

149 

153 

219 

154 

&G 

10,141 

4,826 

2,214 

265.3 

281.9 

10 

■ 

264 

313 

204 

2,095 

2,898 

1,504 

204.3 

299.7 

22 

373 

■ 

■ 

4- 

Life 

3,880 

1,189 

504 

79.8 

88.9 

1 

■ 

■ 

321 

JST 

* 

549 

576 

1,487 

130.9 

147.8 

3 

79 

35 

46 

201 

USX 

19,557 

13,898 

7,875 

206.0 

1,538.0 

53 

419 

■ 

307 

296 

Utah  Power  &  Light 

3,269 

983 

1,584 

144.8 

250.6 

5 

■ 

488 

414 

■ 

Valhi 

2,411 

1,383 

1,071 

11.1 

94.0 

15 

496 

■ 

■ 

■ 

Valley  Bancorp 

2,653 

249 

223 

20.3 

26.8 

2 

409 

■ 

■ 

■ 

Valley  Federal  Savings 

&  Loan  Assn 

3,325 

315 

101 

16.5 

22.0 

1 

129 

■ 

■ 

■ 

Valley  National 

11,300 

1,071 

530 

-A4A 

-15.5 

8 

■ 

296 

296 

238 

VF 

1,926 

2,574 

1,665 

179.7 

269.4 

49 

368 

■ 

454 

■ 

Viacom 

3,937 

1,011 

967 

-123.5 

-9.0 

4. 

■ 

235 

■ 

■ 

Vons  Cos 

1,047 

3,276 

199 

-3.9 

36.5 

21. 

■ 

■ 

341 

333 

Vulcan  Materials 

928 

923 

1,367 

116.2 

193.9 

5. 

293 

27 

17 

50 

Wal-Mart  Stores 

5,132 

16,065 

14,686 

627.6 

790.6 

162. 

■ 

167 

255 

350 

Walgreen 

1,525 

4,436 

1,891 

109.1 

165.1 

45. 

467 

253 

258 

389 

Wang  Laboratories 

2,808 

3,048 

1,874 

94.4 

360.6 

30. 

370 

222 

138 

136 

Warner  Communications 

3,897 

3,404 

3,485 

298.3 

440.8 

8. 

■ 

213 

97 

137 

Warner-Lambert 

2,476 

3,485 

4,630 

295.8 

375.2 

32. 

259 

■ 

■ 

■ 

Washington  Mutual  Savings  Bank 

5,708 

549 

212 

42.3 

48.4 

1. 

■ 

■ 

190 

226 

Washington  Post 

1,194 

1,315 

2,402 

186.7 

242.4 

6. 

■ 

■ 

■ 

489 

Washington  Water  Power 

1,378 

399 

521 

68.1 

108.7 

1. 

405 

276 

42 

122 

Waste  Management 

3,351 

2,758 

8,455 

327.1 

559.1 

27: 

■ 

■ 

298 

458 

Weis  Markets 

537 

1,128 

1,634 

76.0 

92.9 

13. 

23 

164 

210 

■ 

Wells  Fargo 

44,183 

4,572 

2,269 

50.8 

164.0 

21. 

■ 

414 

■ 

456 

West  Point-Pepperell 

1,456 

1,762 

798 

76.6 

132.6 

31. 

387 

■ 

■ 

■ 

Western  Capital  Investment 

3,607 

373 

109 

0.3 

7.4 

1.! 

243 

■ 

■ 

■ 

Western  Savings  &  Loan  Assn 

6,052 

627 

97 

33.4 

35.7 

2.' 

154 

49 

50 

38 

Westinghouse  Electric 

9,953 

10,679 

7,141 

738.9 

1,056.9 

112. 

■ 

375 

275 

267 

Westvaco 

2,238 

1,964 

1,796 

159.3 

290.8 

14.' 

■ 

192 

■ 

■ 

Wetterau 

767 

3,942 

420 

37.4 

69.4 

11.! 

113 

69 

79 

81 

Weyerhaeuser* 

12,914 

8,824 

5,259 

4466 

817.3 

43.. 

■ 

179 

292 

235 

Whirlpool 

2,417 

4,179 

1,688 

181.1 

312.2 

30. 

47b 

■ 

■ 

■ 

Whitney  Holding 

2,775 

218 

332 

25.7 

28.8 

i.; 

361 

215 

■ 

312 

Wickes  Cos 

4,039 

3,477 

550 

137.5 

281.9 

60.( 

■ 

476 

398 

328 

Willamette  Industries 

1,181 

1,432 

1,105 

121.3 

208.4 

8.! 

402 

406 

478 

404 

Williams  Cos 

3,441 

1,780 

887 

90.3 

203.1 

4.e 

459 

■ 

■ 

■ 

Wilmington  Trust 

2,891 

285 

451 

43.4 

48.0 

1.3 

■ 

500 

■ 

■ 

Wilson  Foods 

211 

1,345 

78 

3.4 

12.8 

4i 

■ 

70 

276 

337 

Winn-Dixie  Stores 

1,535 

S  K24 

1,794 

1146 

278.9 

78.5 

442 

494 

315 

251 

Wisconsin  Energy 

3,036 

1,365 

1,498 

169.5 

294.9 

6.1 

■ 

47.' 

■ 

■ 

Witco 

1,056 

1,428 

746 

63.3 

117.0 

7.9 

415 

99 

218 

162 

FW  Woolworth 

3,299 

7,134 

2,222 

251.0 

398.0 

122.5 

■ 

■ 

478 

Wm  Wrigley  |r 

407 

781 

1,392 

70.1 

91.1 

5.5| 

32 

1 

^ 

Xerox' 

23,462 

15,125 

5,668 

-Ml 

1,384.0 

111.7] 

416 

■ 

■ 

Yellow  Freight  System 

924 

1,760 

792 

41.3 

140.3 

24.51 

117 

■ 

327 

Zayre 

2,178 

6,186 

785 

122.8 

204.3 

63.5| 

324 


Zenith  Electronics 


1,373 


2,363 


382 


-19.1 


22.4 


/.ions  Bancorporation 


3,021 


284 


132 


-14.4 


-0.5 


36.0' 


1.91 


"Figures  Include  .  uonsoli  i     di  iiiMdiaries. 
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itroducing  a  luxury  car  tire  engineered 
i  the  premise  that  you  cant  get  by 
i  good  looks  alone. 


he  new  Goodyear 
»ouble  Eagle. 


[sixty  years.  (Joodyear 
Ireserved  the  name 
hie  Eagle  to  be  used  only 
tire  that  establishes  a 
dard  of  excellence  in  the 
iry  tire  elass. 
lis  newest  Double  Eagle 
ial  is  a  leader  in  several 
;  ifieant  ways. 
ue  look  tells  you  this  is 
irdinary  tire.  Its  proud 
i  wall  signature  speaks 
L  rly  of  luxury  and  comfort 
le  tread  design  is  the 
lest  of  our  all-season 
j-|L  for  excellent  traction 

a  surprisingly  quiet. 
Ii  ifortable  ride. 

le  tread  itself  is  made  of 
j  ique  aibber  compound 
i   s  tough,  durable,  and 
|  luces  long,  even  tread- 

r r- 

;   le  belt  package  features 
I  :el  wire  matrix  that 
j   bines  with  sidewall 
i    < ticing  to  reduce  the 
!  rses  and  improve  the 
|  ility  of  tire  sidewalls  and 
to  hold  your  ear  to  the 
| ■;  as  it  bikes  sharp  turns. 
I   it  perhaps  the  most 
|.  ifieant  luxury  of  all  is 
!   j.xelusive  worry-free 
dyear  Double  Eagle 
ranty.  Your  (Joodyear 
er  can  explain  the 
[  i  iees  it  provides. 

insider  the  difference 
I   ble  Eagle  Radials  ean 
t    e  in  ride  and  comfort,  in 
nice  and  styling.  Enjoy 
luxury  for  your  luxury 
I   ivith  Double  Eagle 


ODVYEAR 


USE  THERE  REALLY  IS  A  DIFFERENCE. 


A  MACHINE  THAT  HELPS  KEEP  INDUSTRY  ON  THE  MOVE. 
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s»sx  xerox  cori»oration 

~3X"  and  THE  FINANCIAL  MACHINE 
arc  marks  of  XEROX  CORPORATION 
*ln  California.  Xerox  Financial  Life  Insurance  Compam 


Mi 


A 


1 


THE  XEROX  FINANCIAL  MP 


On  the  roads,  in  the  air.  and  at  sea.  there's  a 
monetary  mechanism  hard  at  work.  Helping  to 
keep  American  business  rolling. 

It's  Xerox  Financial  Services:  a  network  of 
component  companies  that's  geared  to  help  you 
and  your  business  go  places. 

You  can  lease  anything  from  a  fleet  of  trucks 
to  a  Xerox  document  processor  through  Xerox 
Credit  Corporation.  There's  business,  personal, 
and  specialty  insurance,  and  reinsurance  from 
Crum  and  Forster.  Asset  management,  capital 
markets,  unit  investment  trusts  and  mutual 
funds  from  Van  Kampen  Merritt.  Institutional 
brokerage,  research  and  investment  banking 


from  Furman  Selz.  And  a  whole  new  2eneration 
of  life  insurance  and  annuities  from  Xerox 
Financial  Services  Life* 

They're  all  part  of  Xerox  Financial  Services — 
a  select  group  of  companies  that  can  keep  you  on 
the  right  track. 

And  on  the  road  to  success. 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 


The  Forbes  500s  on  Wall  Street 


All  796  companies  that  qualified  for  one  or 
more  of  the  Forbes  500  lists  are  here,  with  data 
on  each  company's  stock  performance  and 
earnings  forecasts. 


Company  /fiscal  year  end 


Ticker 
symbol 


exch 


Stock  price 

5-year      12-month 
high-low     high-low       recent 


Stock  performance 
— latest  12  months — 
price       relative  to 
change        market      high-low   12  months 


Stock  price  ratios  ■ 


price/earnings 

5-year  latest  1988 

est 


price/ 
sales 


Abbott  Laboratories/Dec 


ABT 


67-   18 


67-  40 


50'/. 


-21% 


HH'-'„ 


28-  11 


18.1 


15.5 


2.60 


Aetna  Life  &  Cas/Dec 


A£T 


68-  27 


68-  44 


453/8 


-32 


76 


37-     6 


6.0 


6.2 


0.23 


Affiliated  Pubs/Dec 


AFP 


84-     7 


84-  41 


64 


35 


152 


20-  10 


12.3 


37.6 


4.51 


HF  Ahmanson/Dec 


AHM 


29-     5 


26-   13 


15W 


-40 


67 


22- 


7.6 


7.2 


0.58 


Air  Prods  &  Chems/Sep 


APD 


54-   18         54-  29 


47% 


114 


15-     9 


14.8 


13.2 


1.19 


Albertson's/Fan 


ABS 


34-  1] 


34-  20 


28% 


122 


20-   10 


15.3 


13.8 


0.33 


Alco  Health  Services/Sep 


AAHS 


26-   11*       21-   11 


18 


-11 


100 


21- 


12.1 


11.8 


0.12 


Alco  Standard/Sep 


ASN 


30-   14        30-  15 


25 '4 


113 


17-     8 


13.3 


12.3 


0.32 


Alexander  &  Alexander/Dec 


AAL 


42-  16        32-   16 


21% 


-28 


80 


14-     9 


14.3 


12.8 


0.82 


Alexander  &  Baldwin/Dec 


ALEX 


64-   11 


64-  32 


50W 


115 


15-     7 


11.0 


10.7 


2.01 


Allegheny  Power/Dec 


AYP 


54-  22 


45-  31 


38  V* 


-12 


99 


13- 


9.4 


9.7 


0.99 


Allegis/Dec 


AEG 


106-  28       106-  56 


837/» 


42 


159 


13.9 


30.7 


0.57 


Allied-Signal/Dcc 


ALD 


49-  25 


49-  26 


32  Vi 


-31 


77 


9-     6 


9.2 


10.9 


0.44 


Alltel/Dec 


AT 


34-   13         34-  23 


31 


13 


126 


18- 


10.1 


10.8 


1.39 


Altus  Bank  FSB/Dec 


ALTS 


22-     5* 


15- 


6W 


-57 


48 


NM-     3* 


NM 


NM 


0.11 

0.53 


Alcoa/Dec 


AA 


65-  30 


65-  34 


46*4 


118 


19- 


18.6 


9.0 


AMAX/Dec 


AMX 


33-  11 


29-   13 


18% 


117 


22-     8 


22.2 


9.3 


0.54 


Amdahl/Dec 


AMU 


50-   10        50-   19 


34% 


-12 


98 


13-     7 


12.7 


10.3 


1.21 


Amerada  Hess/Dec 


AHC 


42-  17 


42-  22 


30 


104 


11- 


11.0 


9.4 


0.52 


American  Brands  Dec 


AMB 


60-  23 


60-  37 


46  % 


103 


17- 


10.0 


9.0 


0.84 


American  Capital/Dec 


ACC 


10-     1' 


6-     2 


4'/4 


-11 


100 


NM-     5* 


NM 


NA 


0.14 


Ameiu'aii  Continental  I'u 


AMCC 


13-     3 


13-     5 


6% 


-44 


63 


13-     3 


7.3 


Ametic;ir.  CyanamM 


ACY 


57-  20 


57-  29 


51% 


118 


26-  10 


17.0 


NA 


15.8 


0.15 


1.11 


Am*-rK*n  Klectrit 


AEP 


32-   15 


30-  23 


28V< 


-3 


109 


13-     5 


11.1 


9.8 


1.16 


American  ExpteM/Dec 


AXP 


41-   13 


40-  21 


26'/i 


-31 


77 


34-   10 


22.1 


9.6 


0.63 


ly/Dec 

AFL 

n 

19-     3 

19-  10 

15Y4 

14 

127 

21-     7 

12.4 

11.9 

0.68 

AGC 

n 

47-   19 

44-  27 

36*4 

-14 

96 

13-     7 

9.3 

8.5 

0.66 

WW 

n 

97-  43 

97-  62 

82 

-10 

101 

19-   11 

14.3 

13.1 

2.37 

A1C               n            84-  26         84-  54           59 

-26 

B3            26-9            9.3 

9.0 

0.86 

AMI               n            37-11         21-   11            15 

-21 

89            13-    9          12.5 

11.5 

0.45 

NA  Not  available  or  applicable     NM  Not  meaningful 

E:  Estimate 

Stock  prices  as  of  Mar.  18.  1988 

256 
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attered  they  were,  but  the  corporations  on  the  four 
Forbes  500  lists  fared  a  bit  better  than  the  overall 
market  for  the  52  weeks  ending  Mar.  18.  The  Investor's 
kufy  6,000  index  was  off  10.8%,  the  Forbes  500s  down  9.4%. 
Prior  to  the  October  crash  the  market  had  been  selling  for 
bout  23  times  latest  12-month  earnings.  The  present  multi- 
le  on  the  Investor's  Daily  6,000  is  approximately  16.  Not 
argain-counter  stuff,  especially  if  the  economy  falters.  But 
Vail  Street  analysts  are  still  optimistic  about  1988  earnings. 
)n  an  unweighted  basis  they  anticipate  an  average  increase 
i  earnings  of  39.8%  for  the  Forbes  500s  companies.  Half  that 
ain,  according  to  the  analysts,  should  come  from  the  money 
enter  banks,  which  are  expected  to  recover  from  their  mas- 
lve  1987  writeoffs. 

Of  the  766  Forbes  500s  companies  for  which  an  estimate  is 
vailable,  333  are  selling  for  less  than  ten  times  estimated 
seal  1988  earnings.  These  estimates  reflect  the  consensus  of 
ecurity  analysts.  For  example,  the  $2.65  figure  for  Hubbell  is 
be  average  of  ten  estimates.  The  column  labeled  "Confi- 
ence  factor  on  estimate"  describes  how  much  agreement 
ttere  was  among  analysts. 


Any  fiscal  year  ending  between  June  1987  and  May  1988  is 
treated  as  fiscal  1987,  no  matter  how  it  is  designated  by  the 
company.  If  fiscal  earnings  have  not  been  reported,  we  use  an 
estimate  and  mark  it  with  an  "E."  Recent  price  and  price 
ranges  are  as  of  Mar.  18,  1988.  They  are  adjusted  for  all  stock 
splits  effective  on  or  before  Apr.  25,  1988,  this  issue's  cover 
date.  A  stock  with  a  "relative  performance"  of  100  would 
have  kept  pace  with  the  market — that  is,  it  would  have  lost 
10.8%  over  the  last  52  weeks.  Thus,  Air  Products'  gain  of  2% 
over  the  last  12  months  results  in  a  performance  relative  to 
the  market  of  114. 

"NA"  designates  firms  with  trading  histories  shorter  than 
the  ranges  specified.  Prices  for  stocks  that  had  spinoffs,  cash 
distributions  or  other  recapitalizations  are  as  the  stock  was 
originally  traded.  One-year  performance  figures,  however, 
include  the  value  of  the  distributions. 

Stock  market  performance  data  come  from  Los  Angeles- 
based  William  O'Neil  &  Co.,  publisher  of  the  Investor's  Daily 
6,000.  The  earnings  projections  are  courtesy  of  the  Institu- 
tional Brokers  Estimate  System,  a  service  of  New  York  bro- 
kerage firm  Lynch,  Jones  &  Ryan. 


indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

14.4% 

S2.78 

S278 

$3.24 

17% 

34 

very  high 

SI. 20 

2.4% 

36% 

21% 

3.9 

7.51 

7.48 

7.29 

-3 

29 

average 

2.76 

6.1 

37 

0 

37.4 

5.22 

5.22 

1.70 

-67 

6 

very  low 

0.40 

0.6 

8 

20 

7.6 

2.03 

2.03 

2.15 

6 

19 

low 

0.88 

5.7 

43 

27 

8.2 

3.22 

2.83 

3.61 

28 

22 

average 

1.00 

2.1 

31 

21 

,1 

1.88 

1.88 

2.08 

11 

21 

high 

0.56 

1.9 

30 

12 

1.0 

1.49 

1.39 

1.53 

10 

10 

high 

0.12 

0.7 

8 

0 

2.4 

1.94 

1.81 

2.10 

16 

7 

average 

0.68 

2.6 

35 

4 

5.8 

1.53 

1.53 

1.71 

12 

18 

low 

1.00 

4.6 

65 

0 

19.1 

4.59 

4.59 

4.70 

2 

4 

very  high 

1.60 

3.2 

35 

21 

10.4 

4.05 

4.05 

3.94 

-3 

27 

high 

3.00 

7.8 

74 

4 

4.0 

6.02 

6.02 

2.73 

-55 

21 

very  low 

none 

NA 

NA 

NA 

5.4 

3.55 

3.55 

2.99 

-16 

15 

average 

1.80 

5.5 

51 

4 

14.2 

3.07 

3.07 

2.88 

-6 

16 

high 

1.52 

49 

50 

5 

0.0 

0.02 

0.02 

-0.14 

NM 

3 

very  low 

none 

NA 

NA 

NA 

2.9 

2.52 

2.52 

5.18 

106 

21 

low 

1.20 

2.6 

48 

0 

2.3 

0.85 

0.85 

2.02 

138 

16 

very  low 

none 

NA 

NA 

NA 

9.4 

2.74 

2.74 

3.36 

23 

23 

average 

0.20 

0.6 

7 

7 

4.9 

2.73 

2.73 

3.19 

17 

32 

very  low 

0.60 

2.0 

22 

0 

8.7 

4.60 

4.60 

5.14 

12 

21 

high 

2.20 

4.8 

48 

1 

0.0 

-0.19 

-0.19 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

3.0 

0.88 

0.88 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

6.6 

3.02 

3.02 

3.26 

8 

22 

high 

1.05 

2.0 

35 

5 

10.5 

2.60 

2.60 

2.93 

13 

24 

very  high 

2.26 

7.9 

87 

0 

3.0 

1.20 

1.20 

2.76 

130 

18 

average 

0.76 

2.9 

63 

6 

5.4 

1.27 

1.27 

1.32 

4 

12 

very  high 

0.24 

1.5 

19 

12 

7.9 

3.88 

3.88 

4.25 

10 

24 

high 

1.40 

3.9 

36 

12 

16.8 

5.73 

5.73 

6.28 

10 

37 

very  high 

3.60 

4.4 

63 

8 

9.4 

6.34 

6.34 

6.53 

3 

28 

high 

0.30 

0.5 

5 

9 

3.8 

1.20 

1.26 

1.31 

4 

23 

low 

0.72 

4.8 

60 

13 

j    Sources:  William  O'Neil  &  Co 

Tlx  Institutional  Brokers  Estimate  System 

1BES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Micro! Scan  from 

Lotus  CD  Investment;  Forbes. 
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The  Forbes  500s  on  Wall  Street 


Company /fiscal  year  end 


Stock  price 

Ticker  5-year      12-month 

symbol  exch        high-low     high-low       recent 


Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 


Stock  price  ratios  ■ 

price/earnings 

5-year  latest  1988 

high-low   12  months        est 


price/ 
sales 


American  Natl  Ins/Dec  ANAT 

American  Petrofina/Dec  APIA 


American  President/Dec 


American  S&L  Fla/Sep 


American  Savings/Dec 


51-  18        43-  23 


31 


-27% 


82% 


17- 


9.7 


75-  38         75-  46 


66% 


43 


160 


11-     8 


10.6 


APS 


51-  14*       51-  22 


325/s 


-10 


101 


41- 


9.5 


AAA 


26-    5        18-  16 


16 


-11 


100 


NM-     2 


NM 


ABNY 


25-  10 


20-  10 


14% 


-26 


83 


10-     4 


5.5 


9.0 


NA 


10.2 


NA 


3.4 


0.99 


0.35 


0.37 


0.53 


0.24 


American  Standard/Dec 


American  Stores/Jan 


AST 


77-  23 


77-  31 


757/8 


52 


170 


19- 


19.0 


ASC 


86-  24 


86-  42 


58% 


-15 


95 


22- 


13.9 


16.5 


11.6 


0.69 


0.12 


American  Tel  &  Tel/Dec 


AmeriFirst  Bank/Sep 


36-  15*       36-  23 


28% 


20 


134 


15-     3* 


15.3 


AMRI 


20-     8*       20-     8 


17% 


44 


161 


NA-NA* 


NA 


13.4 


18.6 


0.92 


0.47 


Ameritech/Dec 


AIT 


102-  41*     100-  74 


92% 


115 


13-    6* 


11.0 


10.5 


1.34 


AmeriTnist/Dec 


AMTR 


27-     9 


27-  16 


17% 


-34 


74 


NM- 


NM 


7.7 


0.74 


Ames  Dept  Stores/fan 


ADD 


35-     8 


30-     8 


15% 


-A2 


65 


46-  10 


18.0 


12.5 


0.28 


Amfac/Dec 


AMA 


41-  18        41-  24 


34  V* 


14 


128 


NM-  12 


NM 


17.1 


0.27 


Amoco/Dec 


AN 


90-  38 


90-  57 


75% 


104 


29-    6 


14.3 


13.1 


0.97 


Amoskeag/Dec 


AMOS 


46-   14 


39-   15 


23 


-30 


79 


NM-     5 


NM 


NA 


0.05 


AMP/Dec 


AMP 


72-  25 


72-  34 


53% 


-2 


109 


42-  14 


23.1 


18.7 


2.48 


AMR/Dec 


AMR 


66-  24 


66-  27 


43% 


-23 


86 


20-     4 


13.1 


11.3 


0.35 


AmSouth  Bancorp/Dec 


ASO 


39-  12        35-  21 


25 


-25 


84 


13-     6 


9.5 


7.3 


0.92 


Anadarko  Petroleum/Dec 


APC 


35-  18*       35-   19 


24'/! 


-10 


101 


NM-NM* 


NM 


42.2 


5.54 


Anchor  Savings  Bank  lun 


ABKR 


NA-NA*       13-     4 


NA 


NA 


NA-NA* 


NA 


6.7 


0.16 


Anheuser-Busch  Cos/Dec 


BUD 


40-     9 


40-  26 


31% 


-11 


99 


21-     8 


15.6 


13.2 


1.13 


Aon/Dec 


AOC 


33-  14 


30-  21 


26 


102 


13-     7 


11.0 


8.0 


0.68 


Apple  Bank/Dec 


APK 


38-  11 


36-   17 


28ft 


-19 


91 


13-     4 


6.8 


4.9 


0.52. 


Apple  Computer/Sep 


AAPL 


60-     7 


60-  28 


44  V  i 


31 


147 


54-   12 


21.1 


16.6 


1.83 


Archer-Daniels'lun 


ADM 


28-     8 


28-  17 


20'/! 


119 


19-    9 


10.7 


10.3 


0.57 


Argonaut  Group/Dec 


AG1I 


52-  18*       52-  24 


45 


65 


185 


16-     3* 


3.1 


7.5 


1.23 


Aristech  Chemical/Dec 


ARS 


39-   17*       39-  17 


31% 


123 


17-     6* 


11.7 


8.6 


0.87 


Arkla/Dec 


ALG 


30-   16 


27-   16 


19% 


-14 


96 


32-  10 


15.8 


13.3 


0.96 


Armco/Dec 


AS 


23-     4 


15-     7 


11% 


42 


160 


10-     4 


9.6 


6.7 


0.35 


Armstrong  World  Inds/Dcc 


ACK 


47-   11 


47-  23 


38  W 


101 


19-     7 


12.0 


11.0 


0.75 


Asarco/Dec 


AR 


44-   10 


34-   15 


25  Vs 


18 


132 


5-     5 


4.7 


6.2 


0.79 


Ashland  Oil/Sep 


ASH 


72-  21 


72-  47 


65 


112 


21-     6 


13.4 


10.5 


0.27 


Atlantic  Energy/Dec 


ATE 


47-  20        38-  29 


33  \ 


104 


15-    6 


8.4 


9.5 


0.96 


Atlantic  Financial/Sep 


ATLF 


19-    6* 


11- 


h"* 


-\l 


65 


16-    2* 


15.4 


NA 


0.04 


Atlantic  Richfield  De 


ARC 


99-  37 


99-  59 


81 


116 


27- 


12.1 


11.4 


0.88 


Automatic  Data  lun 


AUD 


55-  15 


55-  28 


45% 


107 


31-  14 


23.5 


21.3 


2.43 


Avety  International  Nov 


AVY 


29-     9 


29-  15 


23 


104 


28-   10 


28.4 


13.3 


0.69 


Avnet/|un 


AVT 


51-   19        39-   19 


26 


-26 


83 


61-  11 


25.0 


16.6 


0.55 


Avon  Products/Dec 


AVP 


39-  18        39-  19 


23 


-26 


83 


23-     6 


10.2 


9.5 


0.59 


Baker  Huj>1>. 


BH1 


27-   11 


27-  11* 


18% 


NA 


NA 


NA-NA 


NM 


33.4 


1.08 


Ball  Corp 

BLL 

n 

49- 

14 

49-  27 

34% 

-13 

97 

18- 

8 

12.5 

12.9 

0.77 

Bally  Manufacturing/Dec 

BLY 

n 

28- 

11 

28-   11 

17VS 

-13 

98 

11- 

11 

10.8 

13.6 

0.28 

Baltimore  Bancorp/Dec 

BBB 

0 

25- 

7* 

24-   10 

uy8 

-36 

72 

29- 

6* 

8.3 

7.4 

0.75 

Baltimore  G&E/Dec 

BGE 

n 

40- 

14 

34-   22 

31% 

-5 

106 

13- 

5 

9.0 

9.3 

1.36 

'Nl 

n 

30- 

11 

27-    16 

24% 

2 

114 

16- 

8 

12.5 

9.2 

1.37 

!<K  !  '■ 

Bl'OP 

o 

'■r. 

12 

37-  25 

28  Vi 

-21 

89 

10- 

4 

7.4 

6.6 

0.62 

■ 

BNHI 

0 

60- 

18 

60-  42 

SOVi 

-11 

100 

12- 

5 

8.8 

7.9 

0.94 

HKB 

n 

38- 

10 

38-   18 

25% 

-25 

84 

NM- 

4 

NM 

6.0 

0.38 

NA  Ni  i  .i-  ailable 

or  applicable 

NM  Ntx 

meaningful 

E:  Estimate 

Stock 

prices  a>  i  il  Mai 

18.  1988 

FORBES,  APRIL  25,  15 


net 
profit 
margin 

latest 
12  months 

EPS 

1987 
EPS 

—  Earnings 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 
EPS 

number 

of 
analysts 

confidence 
factor  on 

estimate 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

10.2% 

$3.19 

$3.19 

$3.44 

8% 

4 

very  high 

$1.40 

4.5% 

44% 

15% 

3.4 

6.32 

6.32 

NA 

NA 

NA 

NA 

2.00 

3.0 

32 

0 

4.3 

3.42 

3.42 

3.21 

-6 

14 

low 

0.50 

1.5 

15 

54 

1.1 

-0.40 

1.91 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

5.9 

2.69 

2.69 

4.33 

61 

4 

average 

0.80 

5.4 

30 

0 

3.7 

3.99 

3.99 

4.61 

16 

10 

low 

1.80 

2.4 

45 

3 

1.1 

4.19 

4.19 

5.03 

20 

11 

average 

0.84 

1.4 

20 

13 

6.1 

1.88 

1.88 

2.14 

14 

37 

average 

1.20 

4.2 

64 

21 

2.7 

NA 

NA 

0.95 

NM 

2 

NM 

none 

NA 

NA 

NA 

12.5 

8.47 

8.47 

8.81 

4 

29 

very  high 

5.40 

5.8 

64 

28 

NM 

-0.24 

-0.24 

2.24 

NM 

8 

average 

1.00 

5.8 

NM 

5 

1.6 

0.88 

0.88 

1.27 

44 

10 

average 

0.10 

0.6 

11 

3  . 

0.2 

0.04 

0.04 

2.00 

NM 

6 

low 

none 

NA 

NA 

NA 

6.7 

5.31 

5.31 

5.81 

9 

38 

average 

3.50 

4.6 

66 

4 

0.0 

0.09 

0.09 

NA 

NA 

NA 

NA 

1.00 

4.3 

NM 

-10 

10.8 

2.31 

2.31 

2.86 

24 

25 

high 

1.00 

1.9 

43 

11 

2.8 

3.28 

3.28 

3.82 

16 

23 

very  low 

none 

NA 

NA 

NA 

9.4 

2.63 

2.63 

3.42 

30 

13 

high 

1.24 

5.0 

47 

10 

4.0 

0.18 

0.18 

0.58 

222 

21 

very  low 

0.30 

1.2 

167 

0 

3.7 

NA 

NA 

0.90 

NM 

1 

NM 

none 

NA 

NA 

NA 

7.4 

2.04 

2.04 

2.42 

19 

26 

very  high 

0.60 

1.9 

29 

19 

6.3 

2.36 

2.36 

3.23 

37 

19 

high 

1.20 

4.6 

51 

-1 

>■             7.6 

4.19 

4.19 

5.79 

38 

8 

low 

none 

NA 

NA 

NA 

9.2 

2.12 

1.65 

2.69 

63 

43 

average 

0.32 

0.7 

15 

0 

5.4 

1.92 

1.54 

2.00 

30 

15 

high 

0.10 

0.5 

5 

8 

40.1 

14.59 

14.59 

6.00 

-59 

2 

NM 

none 

NA 

NA 

NA 

7.6 

2.71 

2.71 

3.70 

37 

9 

average 

0.80 

2.5 

30 

0 

6.6 

1.25 

1.25 

1.48 

18 

15 

average 

1.08 

5.5 

86 

2 

3.6 

1.23 

1.23 

1.75 

42 

13 

very  low 

none 

NA 

NA 

NA 

6.4 

3.18 

3.18 

3.46 

9 

15 

average 

0.90 

2.4 

28 

10 

15.4 

5.34 

5.34 

4.07 

-24 

18 

very  low 

0.40 

1.6 

7 

0 

2.0 

4.85 

4.27 

6.18 

45 

26 

low 

1.80 

2.8 

37 

1 

11.4 

4.03 

4.03 

3.58 

-11 

14 

average 

2.68 

7.9 

67 

7 

0.7 

0.43 

0.19 

NA 

NA 

NA 

NA 

0.28 

4.2 

65 

0 

7.5 

6,68 

6.68 

7.10 

6 

42 

average 

4.00 

4.9 

60 

13 

10.2 

1.95 

1.76 

2.15 

22 

26 

very  high 

0.44 

1.0 

23 

11 

2.4 

0.81 

0.81 

1.73 

114 

13 

high 

0.42 

1.8 

52 

18 

2.2 

1.04 

0.64 

1.57 

145 

19 

average 

0.50 

1.9 

48 

2 

5.8 

2.26 

2.26 

2.43 

8 

19 

average 

2.00 

8.7 

88 

0 

NM 

-2.02 

-2.22 

0.55 

NM 

25 

very  low 

0.46 

2.5 

NM 

-20 

6.3 

2.80 

2.80 

2.70 

-4 

5 

average 

0.96 

2.8 

34 

13 

3.4 

1.62 

1.62 

1.29 

-20 

9 

low 

0.20 

1.1 

12 

0 

9.0 

1.77 

1.77 

1.99 

12 

8 

average 

0.50 

3.4 

28 

116 

16.6 

3.47 

3.47 

3.34 

-4 

26 

high 

1.90 

6.1 

55 

7 

10.7 

1.98 

1.98 

2.68 

35 

26 

average 

0.83 

3.4 

42 

16 

8.4 

3.83 

3.83 

4.30 

12 

1 

NM 

1.32 

4.7 

34 

11 

10.9 

5.73 

5.73 

6.41 

12 

6 

very  high 

1.76 

3.5 

31 

9 

0.5 

0.10 

0.10 

4.21 

NM 

22 

high 

1.08 

4.3 

NM 

7 

1    Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (WES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from 

Lotus  CD  Investment:  Forbes. 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year  end 


Ticker 
symbol 


exch 


Stock  price  ■ 

5-year      12-month 
high-low     high-low 


recent 


Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 


Stock  price  ratios  • 

price/earnings 

S-year  latest  1988 

high-low    12  months        est 


price/ 
sales 


Bank  of  New  England/Dec 


Bank  of  New  York/Dec 


Bank  South/Dec 
BankAmerica/Dec 


BKNE 


40-   12        37-  20 


28% 


-20% 


90% 


17-     5 


14.1 


BK 


47-    If 


46-  25 


29% 


-30 


78 


17- 


10.0 


BKSO 


23- 


19-  11 


13  >/2 


-22 


87 


19- 


13.1 


BAC 


26-     5 


13-    5 


10  i/s 


-20 


90 


NM-     8 


NM 


7.0 


5.5 


9.1 


6.4 


0.75 


0.46 


0.90 


0.17 


Bankers  Trust  NY/Dec 


BT 


55-  19        55-26 


34 


-27 


NM- 


NM 


4.9 


0.46 


Ban  Ponce/Dec 
CR  Bard/Dec 


BDEP 


40-8        40-19 


23 


-40 


67 


15-     4 


11.1 


BCR 


50-   10        50-  25 


40% 


-15 


96 


27-     8 


19.0 


NA 


16.0 


0.52 


1.83 


Barnett  Banks/Dec 


BB1 


42-  13        42-  27 


33% 


-13 


97 


14-     6 


10.2 


8.8 


0.87 


Battle  Mountain  Gold/Dec 


BMG 


30-     6*      30-  13 


16% 


-9 


102 


57-  17* 


22.8 


17.6 


8.88 


Bausch  &  Lomb/Dec 


BOL 


50-  If 


49-  31 


44  Vs 


106 


28-  10 


16.0 


13.9 


1.59 


Baxter  Travenol  Labs/Dec 


BAX 


31-  12 


29-  16 


24% 


109 


22-  10 


21.7 


16.5 


0.96 


BayBanks/Dec 


BBNK 


52-   16 


49-  31 


40'/2 


103 


13-     6 


8.8 


8.6 


0.83 


Bear  Stearns  Cos/Apr 


BSC 


25-     8*      22-     8 


13% 


^7 


71 


16-     5* 


9.4 


10.2 


0.59 


Becton  Dickinson/Sep 


BDX 


69-  15 


69-  42 


61  '/2 


-7 


104 


32-   10 


18.7 


15.1 


1.48 


Bell  Atlantic/Dec 


BEL 


80-  i3*      80-  61 


71 


113 


13-     8* 


11.4 


10.6 


1.37 


BellSouth/Dec 


BLS 


46-   18*       44-  29 


40 


-2 


110 


14-     7* 


11.6 


10.7 


1.55 


Beneficial  Corp/Dec 


BNL 


79-  21        63-  28 


45% 


-25 


85 


28-     5 


8.0 


9.3 


0.82 


Benj  Franklin  S&L/Dec 


BEN) 


11- 


10-     4 


5i/4 


-48 


58 


7-     2* 


2.7 


2.5 


0.09 


Bergen  Brunswig/ Aug 


BBCA 


38-  14        28-  14 


24% 


113 


27-  10 


16.0 


12.8 


0.10 


Berkshire  Hathaway/Dec 


BKHT 


4270-890  4270-2550     3250 


103 


59-   15 


15.9 


NA 


1.59 


Best  Products  1. 11: 


BES 


26-     6 


13-     6 


10% 


23 


138 


11-     6 


11.4 


9.7 


0.13 


Bethlehem  Steel/Dec 


BS 


30-5        23-7 


22% 


210 


348 


16-     6 


15.5 


7.7 


0.32 


Beverly  Enterprises/Dec 


BEV 


22- 


19- 


7Vi 


-58 


47 


NM-  12 


NM 


50.0 


0.19- 


Black  &  Decker/Sep 


BDK 


29-   13 


13 


20% 


113 


52- 


18.8 


14.0 


0.60 


H&R  Block/Apr 


HRB 


34-     9        34-  20 


31 


13 


126 


21.8 


15.8 


2.13 


Boatmen's  Bancshares/Dec 


BOAT 


48-  21        44-  27 


36 1/2 


-17 


93 


15-     6 


8.8 


8.0 


0.83 


Boeing/ Dec 


BA 


65-  24        54-  34 


49'/2 


-7 


104 


18-     4 


16.0 


13.8 


0.49 


Boise  Cascade/Dec 


BCC 


52-  20        52-  29 


487< 


-3 


109 


38-     8 


13.2 


10.2 


0.58 


Borden/Dec 


BN 


64-   17        64-  30 


55  Vi 


111 


19-    8 


15.3 


13.0 


0.63 


Boston  Edison/Dec 


BSE 


28-  13        27-  16 


17 


-34 


74 


12- 


7.5 


7.7 


0.54 


Bowater/Dec 


BOW 


45-   15'       45-  22 


35% 


-16 


95 


27-     7* 


16.8 


9.9 


1.06 


Branch  Corp/Dec 


BNCH 


22-   10        20-  13 


14% 


-25 


84 


1- 


8.2 


7.8 


0.77 


Bristol-Myers/Dec 


BMY 


56-   17        55-  28 


44% 


-18 


91 


26-   11 


18.2 


15.7 


2.39 


Brown-Forman/Apr 


BFB 


55-   16 


55-  27 


47% 


106 


20-     8 


14.1 


11.6 


1.38 


Brown  (.roup  l.in 


BG 


44-   23 


44-  27 


36  Vs 


102 


21- 


13.7 


11.4 


0.38 


Browning-Ferris  Ind- 


BF1 


36-     7 


36-  18 


28  V, 


106 


31-   10 


23.0 


19.0 


2.37 


Brunswick 


BC 


30-     3 


30-   11 


21% 


-12 


99 


31- 


11.5 


10.1 


0.63 


Burlington  Northern/Dec 


BNI 


84-  35        84-  35 


71W 


116 


14.4 


12.5 


0.80 


Cabin 


CBT 


49-  21 


49-  25 


37 


116 


27- 


27.4 


15.2 


0.68 


(ailed/Dec 


CAI 


42-   11*      39-  19 


26% 


-32 


76 


3* 


4.0 


4.4 


0.26 


California  First  Bk/Dec 


CFBK 


37-   14        32-  29 


31 


114 


16-     9 


10.3 


NA 


0.72 


1  ZM 


38-     9*      38-  22 


30M 


19 


133 


28-   10* 


12.1 


15.0 


1.55 


Campbell  Soup/lul 


CPB 


35-   11        35-  23 


30!  i 


-11 


100 


20-    9 


14.8 


14.0 


0.84 


Capital  Cities/ABC  Dec 


CCB 


450-124      450-297       351% 


112 


31-  14 


21.4 


15.7 


1.28 


CPH 


39-    15 


37-  24 


3274 


100 


V 


7 


9.8 


9.0 


0.46 


CO. 

a 

NA-NA 

18-     8* 

13W> 

NA 

NA 

10-NA 

10.1 

9.1 

3.13 

CPL 

n 

43-   19 

41-  30 

35'/4 

-12 

99 

11-     5 

9.2 

9.2 

1.36 

CHH 

n 

NA-NA* 

19-     7 

L0M 

-23 

86 

NA-NA* 

NM 

10.9 

0.09 

If  rial     reported,  adjusted  for  splits  Stock  performance  includes  value  of  special  distributions.    NA  Not  available  o 
1  Mar   18,1! 
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indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

estimated 

1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

5.3% 

S2.04 

$2.04 

$4.12 

102% 

25 

very  high 

$1.24 

4.3% 

61% 

17% 

4.8 

2.97 

2.97 

5.41 

82 

11 

high 

1.80 

6.1 

61 

10 

6.8 

1.03 

1.03 

1.49 

45 

5 

high 

0.44 

3.3 

43 

19 

NM 

-6.43 

-6.43 

1.59 

NM 

29 

very  low 

none 

NA 

NA 

NA 

0.0 

0.02 

0.02 

6.97 

NM 

29 

low 

1.86 

5.5 

NM 

12 

4.7 

2.08 

2.08 

NA 

NA 

NA 

NA 

1.40 

6.1 

67 

25 

9.7 

2.14 

2.14 

2.54 

19 

24 

very  high 

0.48 

1.2 

22 

13 

8.6 

3.26 

3.26 

3.79 

16 

31 

high 

0.92 

2.8 

28 

15 

38.7 

0.74 

0.74 

0.96 

30 

24 

average 

0.10 

0.6 

14 

0 

10.2 

2.81 

2.81 

3.24 

15 

18 

high 

1.00 

2.2 

36 

2 

5.3 

1.14 

1.14 

1.50 

32 

29 

average 

0.50 

2.0 

44 

11 

9.0 

4.58 

4.58 

4.70 

3 

8 

high 

1.60 

4.0 

35 

8    ' 

7.1 

1.42 

1.35E 

1.31 

-3 

4 

low 

0.50 

3.7 

35 

0 

8.3 

3.29 

3.42 

4.07 

19 

25 

very  high 

0.86 

1.4 

26 

8 

12.0 

6.24 

6.24 

6.67 

7 

32 

very  high 

4.08 

5.7 

65 

28 

13.6 

3.46 

3.46 

3.74 

8 

33 

very  high 

2.20 

5.5 

64 

25 

11.4 

5.67 

5.67 

4.86 

-14 

5 

very  high 

2.00 

4.4 

35 

0 

3.2 

1.92 

1.92 

2.10 

9 

4 

low 

none 

NA 

NA 

NA 

0.6 

1.55 

1.19 

1.93 

62 

6 

high 

0.32 

1.3 

21 

2 

10.0 

204.51 

204.51 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.2 

0.94 

0.94 

1.11 

18 

9 

average 

none 

NA 

NA 

NA 

2.2 

1.48 

1.48 

2.98 

101 

15 

very  low 

none 

NA 

NA 

NA 

NM 

-0.58 

-0.58 

0.15 

NM 

19 

very  low 

none 

NA 

NA 

NA 

3.2 

1.10 

0.95 

1.47 

55 

16 

average 

0.40 

1.9 

36 

-8 

9.9 

1.42 

1.71E 

1.96 

15 

9 

very  high 

0.88 

2.8 

62 

13 

9.7 

4.14 

4.14 

4.55 

10 

11 

high 

2.00 

5.5 

48 

11 

3.1 

3.10 

3.10 

3.60 

16 

32 

average 

1.40 

2.8 

45 

12 

4.8 

3.70 

3.70 

4.80 

30 

21 

low 

1.20 

2.5 

32 

0 

4.1 

3.62 

3.62 

4.28 

18 

23 

very  high 

1.28 

2.3 

35 

12 

8.3 

2.27 

2.27 

2.20 

-3 

18 

average 

1.82 

10.7 

80 

4 

!              6.6 

2.13 

2.13 

3.62 

70 

18 

average 

0.92 

2.6 

43 

30 

9.3 

1.79 

1.79 

1.88 

5 

6 

high 

0.68 

4.6 

38 

4 

13.1 

2.47 

2.47 

2.86 

16 

37 

very  high 

1.68 

3.7 

68 

26 

9.8 

3.35 

3.46E 

4.10 

18 

5 

high 

1.36 

2.9 

41 

17 

2.8 

2.63 

2.63 

3.16 

20 

10 

high 

1.56 

4.3 

59 

8 

10.5 

1.23 

1.15 

1.49 

30 

23 

very  high 

0.48 

1.7 

39 

19 

5.5 

1.90 

1.90 

2.16 

14 

12 

high 

0.36 

1.6 

19 

28 

5.6 

4.93 

4.93 

5.70 

16 

28 

average 

2.20 

3.1 

45 

29 

2.5 

1.35 

1.42 

2.43 

71 

5 

low 

0.92 

2.5 

68 

0 

6.7 

6.67 

6.67 

6.03 

-10 

17 

low 

1.20 

4.5 

18 

71 

6.9 

3.01 

3.01 

NA 

NA 

NA 

NA 

1.08 

3.5 

36 

0 

13.0 

2.53 

2.53 

2.03 

-20 

2 

NM 

0.48 

1.6 

19 

12 

5.7 

2.04 

1.90 

2.16 

14 

22 

very  high 

0.84 

2.8 

41 

5 

6.3 

16.46 

16.46 

22.41 

36 

25 

average 

0.20 

0.1 

1 

2 

5.1 

3.35 

3.35 

3.65 

9 

24 

very  high 

0.94 

2.9 

28 

6 

27.1 

1.30 

1.30 

1.44 

11 

5 

average 

0.40 

3.0 

31 

0 

16.5 

3.83 

3.83 

3.83 

0 

22 

high 

2.76 

7.8 

72 

1 

NM 

-5.19 

-5.19 

0.95 

NM 

10 

low 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co 
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The  Forbes  500s 

on 

Wall  Street 

Company /fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  — 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

— 

price/  1 
sales  | 

recent 

5-year          latest 
high-low    12  months 

1988 
est 

Carteret  Bancorp/Sep 

CBC 

n 

21-     5* 

21- 

10 

17 

1% 

1 13% 

9- 

2* 

7.6 

7.1 

035 

Castle  &  Cooke/Dec 

CKZ 

n 

27-     9 

27- 

12 

22% 

0 

112 

13- 

7 

12.7 

12.9 

0.61    1 

Caterpillar/Dec 

CAT 

n 

75-  28 

75- 

41 

67>/4- 

43 

160 

21- 

10 

21.0 

13.0 

0.83 

CBS/Dec 

CBS 

n 

226-  62 

226-141 

166 

3 

115 

9- 

9 

9.4 

14.7 

1.42    ; 

Centel/Dec 

CNT 

n 

50-  20 

50- 

33 

48  Vt 

12 

126 

20- 

7 

13.4 

13.8 

1.42 

Centerior  Energy /Dec 

CX 

n 

28-  15* 

24- 

15 

16% 

-27 

82 

9- 

4* 

5.8 

7.0 

1.18 

Centerre  Bancorp/Dec 

CTBC 

o 

52-   19 

45- 

29 

35V2 

-21 

88 

26- 

7 

26.1 

8.4 

0.55 

Centex/Mar 

CTX 

n 

40-  15 

35- 

15 

20% 

-43 

64 

18- 

8 

13.0 

9.5 

0.22 

Central  &  So  West/Dec 

CSR 

n 

41-  17 

36-  27 

32 

-10 

101 

11- 

5 

8.2 

8.2 

1.25 

Central  Bancshares/Dec 

CBSS 

0 

23-     6 

21- 

11 

14 

-33 

76 

13- 

5 

8.9 

8.2 

0.83 

Central  Fidelity  Bks/Dec 

CFBS 

0 

37-   11 

34- 

23 

28 '/s 

-16 

94 

13- 

6 

9.3 

8.4 

1.08 

Central  111  Pub  Svc/Dec 

CIP 

n 

31-  14 

26- 

20 

22 

-11 

100 

16- 

5 

11.7 

10.2 

1.27 

CenTrust  Savings  Bank/ Sep 

DLP 

3 

14-     4* 

12- 

7 

9*6 

-21 

89 

25- 

1* 

93 

NA 

0.10 

Champion  Intl/Dec 

CHA 

n 

45-  17 

45- 

23 

36 

-9 

102 

24- 

6 

8.9 

9.2 

0.74   ' 

Chase  Manhattan/Dec 

CMB 

n 

50-  18 

46- 

19 

26 '/s 

-33 

76 

NM- 

4 

NM 

3.8 

0.20 

Chemical  New  York/Dec 

CHL 

n 

56-  20 

47- 

20 

23% 

-46 

60 

NM- 

4 

NM 

3.4 

0.20 

Chevron/Dec 

CHV 

n 

65-  29 

65- 

32 

47'/. 

-18 

92 

23- 

7 

16.1 

14.1 

0.62 

Chicago  Pacific/Dec 

CPA 

n 

59-  22 

59- 

22 

39  Vi 

-21 

89 

21- 

4 

11.0 

9.1 

0.26 

Chrysler/Dec 

C 

n 

48-     7 

48- 

20 

24% 

-31 

77 

20- 

2 

4.2 

4.7 

0.21 

Chubb/Dec 

CB 

n 

78-  23 

70- 

51 

61 

-12 

99 

8- 

6 

7.7 

7.1 

0.67 

Cigna/Dec 

CI 

n 

77-  27 

70- 

41 

49  % 

-25 

84 

6- 

6 

5.8 

7.1 

0.23 

Cincinnati  Bell/Dec 

CSN 

n 

27-     8 

27- 

19 

24<K 

-1 

111 

16- 

6 

12.1 

11.5 

1.23 

Cincinnati  Financial/Dec 

CINF 

o 

76-  26 

68-  37 

49 '/i 

-26 

83 

18- 

6 

8.5 

7.4 

0.89  • 

Cincinnati  G&E/Dec 

CIN 

n 

31-     9 

29- 

23 

25% 

-7 

104 

12- 

3 

12.4 

6.6 

0.86 

Circle  K/Apr 

CKP 

n 

19-     6 

19- 

7 

12% 

-18 

92 

21- 

8 

13.4 

11.6 

0.21 

Circus  Circus/Ian 

CIR 

n 

34-     r 

34- 

17 

25% 

13 

127 

29- 

9* 

15.8 

13.1 

2.14 

Citadel  Holding/Dec 

CDL 

a 

61-   10 

61- 

30 

37'A 

-33 

75 

9- 

3 

4.9 

4.3 

0.36 

Citicorp/Dec 

ca 

n 

34-   14 

34- 

16 

20'/4 

-22 

H8 

NM- 

4 

NM 

4.9 

0.23 

Citizens  &  Southern/Dec 

csou 

0 

31-   12 

29- 

20 

25  Mi 

-11 

100 

12- 

7 

10.0 

7.9 

0.82 

Citizens  Utilities/Dec 

CITUA 

0 

35-   10 

35- 

24 

31'/4 

11 

125 

24- 

11 

21.1 

19.2 

4.96 

City  National/Dec 

CTYN 

o 

31-     8 

31- 

19 

25V* 

5 

118 

18- 

8 

12.4 

11.4 

1.65 

CityFed  Financial/Dec 

CTYF 

0 

18-     3 

13- 

3 

5 

-60 

44 

46- 

2 

45.5 

13.9 

0.08 

Clorox/(un 

CLX 

n 

36-   11 

36- 

24 

33 

6 

119 

17- 

7 

14.7 

13.7 

1.50 

CMS  Energy/Dec 

CMS 

n 

22-     4 

20- 

11 

l8Vt 

-7 

104 

8- 

2 

S.3 

6.6 

0.53 

Coast  S&L  Assn/Dcc 

CSA 

n 

22-   11 

22- 

13 

17*4 

-8 

103 

28- 

3 

4.0 

4.3 

0.22 

Coastal  Corp/Dec 

.  <  r 

n 

40-     8 

40- 

21 

27V, 

-12 

98 

32- 

5 

13.2 

9.8 

0.17 

Coca-Colat/Dec 

KO 

n 

53-   15 

53- 

28 

39% 

-15 

96 

21- 

11 

16.4 

14.5 

1.93 

Coca-Cola  Enterprises/Dec 

CCE 

n 

21-   11" 

21- 

11 

15", 

-9 

102 

48- 

17* 

25.2 

17.6 

0.67 

Colgate-Palmolive/Dec 

CL 

n 

53-  20 

53- 

28 

44V» 

-6 

106 

57- 

8 

57.2 

12.7 

0.54 

Colorado  Natl  Bkshs/Dec 

COLC 

0 

22-     9 

18- 

9 

12 

-21 

88 

NM- 

6 

NM 

16.0 

0.44 

Cult  Industries 

■    .' 

n 

20-     4 

20- 

8 

19'/4 

39 

155 

18- 

1 

9.0 

12.2 

0.37 

Columbia  Ga>  System/Dec 

CC 

n 

57-  27 

57- 

28 

29 

-4S 

62 

13- 

5 

12.6 

10.7 

0.46 

Columbia  S&L  Assn/Dec 

CSV 

n 

18-     3 

14- 

6 

7V« 

-M 

63 

4- 

1 

2.5 

1.7 

0.13 

imbustion  Eng/Dec 

CSP 

n 

45-   2-? 

45- 

23 

36 

-9 

101 

23- 

8 

23.4 

17.0 

0.45 

CMCSA 

0 

19-     3 

19- 

11 

L7VS 

16 

130 

NM- 

15 

NM 

NA 

3.78 

n 

37-     5 

37- 

12 

22% 

-16 

94 

31- 

4 

31.4 

9.5 

0.77 

CMCA 

o 

48-   16 

48- 

33 

43% 

12 

125 

14- 

5 

10.5 

4.7 

0.71 

■ 

CBSH 

0 

42-    17 

39- 

27 

33*4 

-10 

101 

12- 

5 

8.7 

8.1 

0.76 

l 

glnally  reported,  adjusted  for  spins  stock  performance  includes  value  of  special  distributions 

■  Mai   is.  ivhk 

NA  Not  available 
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%.\ 

<:£fv3H 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

net 
profit 

margin 

latest 

12  months 

EPS 

1987 
EPS 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

5.0% 

$2.23 

$2.52 

$2.41 

-4% 

2 

NM 

$0.30 

1.8% 

13% 

NA 

5.6 

1.78 

1.78 

1.75 

-2 

6 

average 

none 

NA 

NA 

NA 

3.9 

3.20 

3.20 

5.18 

62 

20 

low 

0.75 

1.1 

23 

-18% 

16.4 

17.75 

17.75 

11.26 

-37 

29 

average 

3.00 

1.8 

17 

2 

10.6 

3.59 

3.59 

3.48 

-3 

18 

very  high 

1.72 

3.6 

48 

4 

20.1 

2.82 

2.82 

2.35 

-17 

21 

low 

1.60 

9.8 

57 

1 

3.0 

1.36 

1.36 

4.22 

210 

9 

low 

1.80 

5.1 

132 

0 

1.9 

1.56 

1.62E 

2.13 

31 

7 

low 

0.25 

1.2 

16 

1 

15.3 

3.92 

3.92 

3.90 

-1 

26 

high 

2.44 

7.6 

62 

6 

r         93 

1.57 

1.57 

1.70 

8 

6 

average 

0.70 

5.0 

45 

14 

11.7 

3.01 

3.01 

3.33 

11 

5 

very  high 

1.08 

3.8 

36 

15 

11.9 

1.88 

1.88 

2.16 

15 

14 

average 

1.72 

7.8 

91 

2   - 

3.7 

0.98 

0.17 

NA 

NA 

NA 

NA 

1.30 

14.2 

133 

127 

8.3 

4.03 

4.03 

3.93 

-2 

21 

average 

0.80 

2.2 

20 

21 

NM 

-11.56 

-11.56 

6.88 

NM 

26 

low 

2.16 

8.3 

NM 

5 

NM 

-16.68 

-16.68 

7.05 

NM 

24 

very  low 

2.72 

11.5 

NM 

5 

3.9 

2.94 

2.94 

3.35 

14 

43 

low 

2.40 

5.1 

82 

-1 

2.5 

• 

3.59 

3.59 

4.34 

21 

7 

very  high 

0.20 

0.5 

6 

0 

4.9 

5.90 

5.90 

5.22 

-12 

26 

very  low 

1.00 

4.0 

17 

65 

I           8.9 

7.95 

7.95 

8.56 

8 

30 

high 

2.16 

3.5 

27 

7 

4.3 

8.53 

8.53 

6.98 

-18 

29 

low 

2.96 

6.0 

35 

2 

10.2 

2.01 

2.01 

2.12 

5 

11 

very  high 

0.96 

3.9 

48 

9 

10.6 

5.81 

5.81 

6.70 

15 

6 

average 

1.76 

3.6 

30 

14 

8.4 

2.05 

2.05 

3.86 

88 

21 

average 

2.20 

8.6 

107 

1 

2.0 

0.94 

0.92E 

1.09 

18 

7 

average 

0.28 

2.2 

30 

4 

13.5 

1.64 

1.64 

1.98 

21 

10 

average 

none 

NA 

NA 

NA 

78 

7.72 

7.72 

8.75 

13 

1 

NM 

none 

NA 

NA 

NA 

4.1 

^.26 

-4.26 

4.12 

NM 

32 

low 

1.35 

6.7 

NM 

4 

8.5 

2.52 

2.52 

3.20 

27 

25 

very  high 

1.12 

4.5 

44 

11 

23.3 

1.48 

1.48 

1.63 

10 

3 

very  high 

1.34 

4.3 

91 

0 

13.2 

2.02 

2.02 

2.21 

9       - 

5 

high 

0.64 

2.5 

32 

13 

1.0 

0.11 

0.11 

0.36 

227 

6 

very  low 

0.04 

0.8 

36 

37 

10.2 

2.25 

1.96 

2.41 

23 

17 

average 

0.88 

2.7 

39 

9 

6.7 

2.19 

2.19 

2.74 

25 

22 

low 

none 

NA 

NA 

NA 

5.5 

4.34 

4.34 

3.97 

-9 

9 

average 

0.40 

2.3 

9 

0 

1.5 

2.10 

2.10 

2.81 

34 

18 

average 

0.40 

1.4 

19 

25 

12.0 

2.43 

2.43 

2.75 

13 

26 

very  high 

1.20 

3.0 

49 

6 

\           27 

0.63 

0.63 

0.90 

43 

11 

low 

0.05 

0.3 

8 

0 

1.0 

0.78 

0.78 

3.52 

351 

19 

high 

1.48 

3.3 

190 

3 

0.2 

0.05 

0.05 

0.75 

NM 

8 

very  low 

none 

NA 

NA 

NA 

4.6 

2.15 

2.15 

1.58 

-27 

8 

average 

none 

NA 

NA 

NA 

4.0 

2.30 

2.30 

2.71 

18 

16 

low 

3.18 

11.0 

138 

3 

9.7 

3.04 

3.04 

4.50 

48 

1 

NM 

0.28 

3.7 

9 

0 

1.9 

1.54 

1.54 

2.12 

38 

17 

average 

1.00 

2.8 

65 

-24 

NM 

-0.33 

-0.33 

NA 

NA 

8 

very  low 

0.12 

0.7 

NM 

36 

2.5 

0.72 

2.26 

2.39 

6 

5 

very  high 

0.24 

1.1 

33 

4 

7.5 

4.13 

4.13 

6.18 

49 

11 

high 

1.80 

4.2 

44 

4 

8.9 

3.89 

3.89 

4.18 

7 

6 

high 

1.12 

3.3 

29 

4 

Sources:  William  O'Neil  &  Co. 

1 

The  Institutional  Brokers  Estimate  System  (1BESJ,  a  service  of  Lynch,  Jones 
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The  Forbes  500s  on  Wall  Street 


Company /fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  - 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

price, 
sales 

recent 

5-year          latest 
high-low    12  months 

1988 
est 

Commerce  Clearing/Dec 

CCLR 

0 

71- 

25 

71- 

4K 

63  Vi 

1% 

1 13% 

25- 

12 

21.7 

18.3 

2.07 

Commercial  Credit/Dec 

CCC 

n 

35- 

17* 

35- 

17 

28 

8 

121 

28- 

9* 

NM 

9.6 

1.29 

Commercial  Federal/(un 

CFCN 

0 

19- 

5 

19- 

8 

11% 

-37 

71 

6- 

2 

5.0 

4.6 

0.15 

Commonwealth  Ed/Dec 

CWE 

n 

38- 

22 

38- 

25 

28  W 

-23 

86 

8- 

5 

6.0 

7.1 

1.06 

Community  Psych/Nov 

CMY 

n 

32- 

11 

32- 

18 

225/s 

-8 

103 

37- 

14 

17.1 

14.3 

3.66 

Compaq  Computer/Dec 

CPQ 

n 

79- 

4* 

79- 

26 

53  '/4 

81 

203 

15- 

7* 

14.8 

12.6 

1.49 

Computer  Associates/Mar 

CA 

n 

37- 

4 

37- 

15 

29'/2 

34 

150 

39- 

9 

26.8 

17.4 

3.84 

ConAgra/May 

CAG 

n 

38- 

9 

38- 

21 

26'/2 

-19 

91 

21- 

10 

14.3 

10.8 

0.22 

Consolidated  Edison/Dec 

ED 

n 

53- 

21 

47- 

38 

447/s 

-1 

111 

12- 

5 

10.2 

9.9 

1.00 

Consol  Freightways/Dec 

CNF 

n 

41- 

13 

41- 

23 

30% 

-11 

100 

21- 

8 

16.0 

13.0 

0.51 

Consol  Natural  Gas/Dec 

CNG 

n 

47- 

13 

47- 

29 

38  Vi 

-4 

108 

24- 

6 

17.2 

14.3 

1.38 

Consolidated  Papers/Dec 

CPER 

0 

73- 

18 

73- 

47 

68 '/4 

15 

129 

19- 

8 

15.5 

11.9 

2.00 

Consolidated  Rail/Dec 

CRR 

n 

NA-NA 

41- 

20* 

32'/2 

NA 

NA 

NA-NA 

8.4 

8.4 

0.69 

Contel/Dec 

CTC 

n 

40- 

18 

40- 

25 

33  Vi 

-2 

110 

60- 

7 

60.2 

10.1 

0.89 

Continental  Corp/Dec 

CIC 

n 

55- 

24 

55— 

31 

385/s 

-28 

81 

13- 

6 

13.4 

7.2 

0.40 

Continental  Illinois/Dec 

CIL 

n 

10- 

2* 

6- 

2 

3% 

-33 

75 

NM- 

14* 

NM 

4.7 

0.14 

Control  Data/Dec 

CDA 

n 

63- 

15 

38- 

18 

28 '/« 

-7 

104 

48- 

8 

47.7 

17.7 

0.35 

Cooper  Industries/Dec 

CBE 

n 

75- 

26 

75- 

39 

60'/8 

9 

122 

29- 

11 

17.4 

14.8 

0.84 

Adolph  Coors/Dec 

ACCOB 

0 

32- 

12 

30- 

16 

20% 

-27 

82 

23- 

6 

15.7 

12.4 

0.56 

CoreStates  Financial/Dec 

CSFN 

0 

44- 

14 

43- 

29 

38% 

-2 

110 

13- 

5 

9.9 

8.7 

1.05 

Corning  Glass  Works/Dec 

GLW 

n 

82- 

30 

77- 

35 

56  '/8 

-12 

98 

28- 

8 

13.7 

12.9 

1.21 

Costco  Wholesale/Aug 

COST 

0 

20- 

6* 

15- 

6 

14% 

-1 

111 

NM- 

53* 

NM 

31.8 

0.23 

CPC  International/Dec 

CPC 

n 

59- 

17 

59- 

26 

50'/s 

0 

112 

23- 

x 

11.6 

14.2 

0.82- 

Cray  Research/Dec 

CYR 

n 

136- 

18 

136- 

47 

81% 

-35 

73 

41- 

10 

17.6 

15.9 

3.66 

Crestar  Financial/Dec 

CRFC 

o 

36- 

12 

36- 

20 

25;: 

-28 

80 

15- 

6 

13.3 

7 .9 

0.76 

CrossLand  Savings  FSB/Dec 

CRL 

n 

25- 

7* 

19- 

7 

13  V* 

-29 

79 

9- 

1* 

2.5 

3.2 

0.18 

Crown  Cork  &  Seal/Dec 

CCK 

n 

140- 

31 

140- 

86 

104'A 

-17 

93 

17- 

8 

12.2 

11.3 

0.58 

CSX/Dec 

CSX 

n 

42- 

18 

42- 

22 

30'/4 

-12 

99 

15- 

6 

10.9 

9.2 

0.58 

Cullen/Frost  Bankers/Dec 

CFBI 

0 

34- 

6 

15- 

6 

9'/8 

-33 

75 

38- 

8 

38.0 

31.5 

0.26 

Cummins  Engine/Dec 

CUM 

n 

95- 

41 

95- 

41 

58 '/. 

-28 

81 

NM- 

3 

NM 

16.6 

0.22 

Dana/Dec 

DCN 

n 

54- 

21 

54- 

27 

38W 

-7 

105 

30- 

6 

11.9 

9.6 

(i  18 

Dauphin  Deposit/Dec 

DAPN 

0 

39- 

13 

36- 

26 

30% 

-8 

104 

15- 

6 

9.9 

9.2 

1.31 

Dayton  Hudson/Ian 

DH 

n 

63- 

22 

63- 

22 

37% 

-20 

90 

29- 

10 

15.7 

12.0 

0.30 

DCNY  Corp/Dec 

DCY 

n 

30- 

8 

26- 

15 

22% 

-12 

98 

22- 

3 

6.0 

6.4 

0.65 

Dean  Foods/May 

DF 

n 

39- 

13 

39- 

23 

28% 

-14 

96 

25- 

12 

16.9 

12.6 

0.51 

Deen 

;  i 

n 

47- 

22 

47- 

23 

45% 

58 

178 

19- 

13 

19.3 

20.2 

0.66 

Delmarva  Power  &  Lt/Dec 

DEW 

n 

25- 

10 

22- 

16 

17% 

-17 

93 

13- 

6 

11.1 

9.9 

1.14 

Delta  Air  Lines/fun 

DAL 

n 

67- 

27 

60- 

32 

49% 

-17 

93 

41- 

5 

10.4 

9.4 

0.38 

Deluxe  t  heck 

DLX 

n 

42- 

9 

40- 

20 

27% 

-27 

81 

29- 

10 

15.9 

14.9 

2.49 

Deposit  t'.uararuy'Dec 

DEPS 

0 

42- 

15 

40- 

28 

34 

-13 

98 

12- 

5 

10.7 

8.2 

0.S4 

Detroit  Edison 

"  ! 

n 

19- 

18- 

13 

14 

-21 

89 

8- 

4 

4.3 

7.3 

0.72 

Diamond  Shamrock  R&.M 

DRM 

n 

NA-1 

MA 

18- 

7* 

13W 

NA 

NA 

NA-NA 

32.9 

9.5 

0.19 

Digital  Equipment/ lun 

DEC 

n 

200- 

32 

200-110 

110% 

-33 

75 

29- 

10 

11.5 

10.5 

1.36 

Dillard  Dtpt  S . 

DDSA 

a 

58- 

9 

58- 

24 

38'/: 

-13 

98 

23- 

7 

13.6 

11.8 

0.56 

Dim                     nk  NY/Dec 

UME 

0 

27- 

13' 

26- 

13 

18% 

-26 

83 

8- 

3* 

6.0 

4.8 

0.46 

DIS 


83-  11 


83-  41 


63% 


118 


60-    9 


19.4 


DMBK 


25-     7 


24-   15 


18% 


-14 


97 


14-     6 


8.8 


D 


52-  20 


47-  37 


43 


-6 


105 


13-     6 


9.5 


17.8 


7.9 


9.7 


2.86 


0.82 


1.27  I 


liable  or  apgUcable     \\i  Not  meaningful    B:  Estimate     Stock  prices  as  of  Mar.  18, 1988. 
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^^^^^^^^^^^^^1 

in 

•iffi 

net 
profit 
margin 

latest 
12  months 

EPS 

1987 
EPS 

-  Earnings 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 
EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

Dividends 

payout 
yield               ratio 

5-year 

growth 

rate 

9.6% 

S2.93 

$2.93 

S3.47 

18% 

6 

very  high 

$1.28 

2.0% 

44% 

14% 

2.0 

0.37 

0.37 

2.91 

686 

9 

high 

0.24 

0.9 

65 

0 

3.6 

2.33 

3.01 

2.58 

-14 

5 

average 

none 

NA 

NA 

NA 

19.1 

4.73 

4.73 

4.00 

-15 

29 

low 

3.00 

10.5 

63 

2 

21.1 

1.32 

1.32 

1.58 

20 

25 

very  high 

0.32 

1.4 

24 

25 

11.1 

3.59 

3.59 

4.23 

18 

36 

average 

none 

NA 

NA 

NA 

13.1 

1.10 

1.22E 

1.70 

39 

19 

average 

none 

NA 

NA 

NA 

1.6 

1.85 

2.07E 

2.45 

18 

14 

very  high 

0.67 

2.5 

36 

12 

10.8 

4.42 

4.42 

4.54 

3 

23 

high 

3.20 

7.1 

72 

12 

3.2 

1.93 

1.93 

2.37 

23 

20 

high 

0.90 

2.9 

47 

11 

8.0 

2.24 

2.24 

2.69 

20 

20 

average 

1.64 

4.3 

73 

13 

12.9 

4.40 

4.40 

5.74 

30 

15 

average 

1.60 

2.3 

36 

13- 

8.2 

3.88 

3.88 

3.86 

-1 

19 

high 

1.00 

3.1 

26 

0 

1.5 

0.55 

0.55 

3.29 

498 

18 

high 

2.00 

6.0 

364 

5 

3.2 

2.89 

2.89 

5.36 

85 

27 

low 

2.60 

6.7 

90 

0 

NM 

-6.07 

-6.07 

0.79 

NM 

10 

very  low 

0.08 

2.1 

NM 

0 

0.7 

0.59 

0.59 

1.59 

169 

22 

low 

none 

NA 

NA 

NA 

4.8 

3.47 

3.47 

4.09 

18 

21 

high 

1.80 

3.0 

52 

3 

3.6 

1.32 

1.32 

1.68 

27 

12 

low 

0.50 

2.4 

38 

6 

11.2 

3.91 

3.91 

4.47 

14 

23 

very  high 

1.50 

3.9 

38 

13 

9.1 

4.10 

4.10 

4.36 

6 

11 

average 

1.48 

2.6 

36 

6 

0.3 

0.18 

0.14 

0.46 

229 

9 

low 

none 

NA 

NA 

NA 

7.2 

4.34 

4.34 

3.52 

-19 

18 

high 

1.44 

2.9 

33 

2 

21.4 

4.65 

4.65 

5.15 

11 

32 

high 

none 

NA 

NA 

NA 

6.1 

1.92 

1.92 

3.23 

68 

15 

very  high 

1.12 

4.4 

58 

8 

9.5 

5.28 

5.28 

4.14 

-22 

5 

low 

0.80 

6.0 

15 

0 

5.1 

8.59 

8.59 

9.21 

7 

6 

average 

none 

NA 

NA 

NA 

5.4 

2.78 

2.78 

3.29 

18 

27 

average 

1.24 

4.1 

45 

4 

0.7 

0.24 

0.24 

0.29 

21 

5 

very  low 

none 

NA 

NA 

NA 

0.5 

0.55 

0.55 

3.50 

536 

15 

very  low 

2.20 

3.8 

400 

3 

3.5 

3.21 

3.21 

3.98 

24 

13 

very  high 

1.52 

4.0 

47 

6 

13.3 

3.12 

3.12 

3.35 

7 

2 

NM 

1.28 

4.2 

41 

12 

2.1 

2.41 

2.41 

3.16 

31 

30 

average 

1.02 

2.7 

42 

11 

10.9 

3.74 

3.74 

3.50 

-6 

1 

NM 

1.30 

5.8 

35 

44 

3.0 

1.70 

2.01E 

2.28 

13 

5 

high 

0.54 

1.9 

32 

5 

3.4 

2.37 

-1.46 

2.27 

NM 

22 

very  low 

0.50 

1.1 

21 

-28 

11.2 

L.60 

1.60 

1.79 

12 

20 

high 

1.46 

8.2 

91 

4 

3.7 

4.78 

5.90 

5.32 

-10 

21 

low 

1.20 

2.4 

25 

16 

15.7 

1.74 

1.74 

1.86 

7 

15 

high 

0.80 

2.9 

46 

24 

8.1 

3.17 

3.17 

4.13 

30 

6 

high 

1.44 

4.2 

45 

7 

19.4 

3.25 

3.25 

1.92 

-A\ 

19 

average 

1.68 

12.0 

52 

4 

0.5 

0.41 

0.41 

1.42 

246 

7 

very  low 

0.40 

3.0 

98 

0 

12.4 

9.64 

8.53 

10.52 

23 

42 

very  high 

none 

NA 

NA 

NA 

4.1 

2.83 

2.83 

3.25 

15 

13 

average 

0.16 

0.4 

6 

14 

7.5 

3.08 

3.08 

3.85 

25 

9 

very  low 

none 

NA 

NA 

NA 

15.4 

3.30 

3.23 

3.59 

11 

23 

high 

0.40 

0.6 

12 

4 

9.5 

2.10 

2.10 

2.33 

11 

15 

very  high 

0.76 

4.1 

36 

10 

13.2 

4.54 

4.54 

4.45 

-2 

30 

very  high 

3.08 

7.2 

68 

6 

Sources:  William  O'Neil  &  Co 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  - 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

price.  1 
sales J 

recent 

5-year          latest 
high-low   12  months 

1988 
est 

RR  Donnelley  &  Sons/Dec 

DNY 

n 

45-  16 

45- 

26 

37% 

-1% 

111% 

21- 

10 

13.4 

14.7 

1.17  r 

Dover/Dec 

DOV 

n 

78-  27 

78- 

44 

64 

0 

112 

25- 

11 

19.3 

15.9 

1.34 

Dow  Chemical/Dec 

DOW 

n 

110-  26 

110- 

60 

88  %  - 

7 

120 

14- 

9 

13.6 

10.3 

1.25 

Dow  Jones/Dec 

DJ 

n 

56-  23 

55- 

27 

34% 

-37 

71 

36- 

13 

16.6 

16.7 

2.56; 

Downey  S&L  Assn/Dec 

DSL 

n 

27-     3 

22- 

10 

L3V4 

-37 

69 

19- 

1 

4.4 

4.8 

0.55  j 

DPL/Dec 

DPL 

n 

29-   11 

28- 

22 

25% 

-8 

104 

21- 

4 

12.0 

7.6 

1 .14  j 

Dresser  Industries/Oct 

DI 

n 

36-   14 

36- 

18 

33  Vi 

17 

131 

29- 

13 

29.1 

21.5 

0.73  ] 

Dreyfus/Dec 

DRY 

n 

46-     7 

45- 

16 

29% 

-33 

75 

23- 

6 

13.0 

11.1 

4.49  ] 

EI  du  Pont  de  Nemours/Dec 

DD 

n 

131-  39 

131- 

75 

88% 

-23 

87 

19- 

7 

12.0 

11.0 

0.701 

Duke  Power/Dec 

DUK 

n 

52-  22 

50- 

39 

455j 

-A 

108 

13- 

6 

10.4 

10.4 

125| 

Dun  &  Bradstreet/Dec 

DNB 

n 

72-  26 

72- 

45 

51'/2 

-21 

89 

29- 

16 

20.0 

17.9 

2.33'^ 

Duquesne  Light/Dec 

DQU 

n 

20-   11 

15- 

11 

14% 

14 

127 

11- 

5 

8.1 

8.2 

1.15 

Eastman  Kodak/Dec 

EK 

n 

71-  27 

71- 

40 

42% 

-18 

92 

42- 

11 

12.0 

10.5 

1.031 

Eaton/Dec 

ETN 

n 

108-  33 

108- 

55 

79% 

-1 

111 

23- 

6 

11.2 

9.2 

0.641 

Ecolab/Dec 

ECL 

n 

34-   11 

34- 

19 

26% 

-13 

98 

22- 

5 

5.1 

12.9 

0.70 

EG&G/Dec 

EGG 

n 

45-  26 

45- 

27 

36% 

4 

117 

26- 

14 

18.2 

15.5 

0.82 

Emerson  Electric/Sep 

EMR 

n 

42-   18 

42- 

27 

33% 

-8 

104 

21- 

12 

16.4 

14.8 

1.23 

Emhart/Dec 

EMH 

n 

27-   11 

27- 

16 

23% 

16 

130 

14- 

7 

13.9 

12.4 

0.59 

Empire  of  America  FSB/Dec 

EOA 

a 

7-     2* 

7- 

2 

3'/2 

-43 

64 

29- 

2* 

29.2 

NA 

0.05 

Engelhard/Dec 

EC 

n 

30-   14 

29- 

15 

19'/4 

-27 

82 

25- 

9 

12.3 

12.0 

0.36 

Enron/Dec 

i  \l 

n 

55-  24 

54-  31 

36  Vi 

-22 

87 

NM- 

6 

NM 

18.4 

0.29 

Enserch/Dec 

ENS 

n 

30-   13 

26 

15 

18% 

-20 

90 

63- 

9 

63.4 

19.3 

0.38 

Equimark/Oc-c 

EQK 

n 

7-     2 

5- 

2 

3Vi 

-33 

75 

20- 

7 

20.3 

6.9 

0.47- 

Equitable  Bancorp/Dec 

EBNC 

o 

30-     7 

29- 

15 

11% 

-19 

91 

22- 

6 

10.4 

8.2 

0.70 

Ethyl/Dec 

EY 

n 

32-     5 

32- 

15 

22[/i 

-24 

85 

22- 

7 

14.3 

12.9 

1.05 

Exxon/Dec 

V  i\ 

n 

50-   15 

50-  03 

44'/s 

3 

115 

15- 

5 

12.9 

12.2 

0.80 

Far  West  Financial/Dec 

FWF 

n 

20-     5 

17- 

7 

11% 

-12 

98 

14- 

3 

4.4 

NA 

0.26 

Farm  &  Home  Savings/Dec 

FAHS 

o 

28-   11 

25- 

11 

18'/4 

-25 

84 

7- 

4 

6.6 

NA 

0.43 

Farmers  Group/Dec 

FGRP 

0 

64-   16 

64- 

38 

6.v» 

35 

151 

18- 

7 

17.8 

15.4 

3.84 

Federal  Express/May 

II  iX 

n 

76-  28 

76- 

35 

43% 

-30 

79 

29- 

11 

13.4 

10.1 

0.65 

Fedl  Natl  Mortgage  Assn 

I  \\1 

n 

48-   11 

48- 

25 

35V* 

-22 

87 

57- 

5 

7.5 

6.9 

0.27 

Federal  Paper  Board/Dec 

FBO 

n 

54-   16 

54- 

22 

41 

-6 

106 

62- 

6 

11.0 

8.5 

0.77 

Federated  Dept  Strs/|an 

FDS 

n 

69-  21 

69- 

28 

66'/. 

34 

150 

20- 

6 

19.5 

16.9 

0.53 

Fieldcrest  Cannon/Dec 

FLD 

n 

43-   13 

41- 

13 

23 

-32 

77 

NM- 

7 

NM 

15.5 

0.17 

Filth  Third  Bancorp  1  Hi 

FTTB 

0 

43-   11 

42- 

32 

38'/. 

-1 

111 

15- 

6 

12.5 

10.3 

1.97 

Finl  Corp  of  Amer/l\c 

FIN 

n 

M-     1 

10- 

1 

1% 

-83 

19 

NM 

2 

NM 

NA 

0.02 

Fin  Cp  Santa  Barbara 

FSB 

n 

18-     3 

13- 

4 

6 

-52 

53 

15- 

3 

15.4 

NA 

0.08 

Fireman's  Fund/Dec 

FFC 

n 

45-   24' 

42- 

24 

29% 

-28 

80 

5- 

5* 

5.1 

9.2 

0.43 

Firestone/ Oct 

FIR 

n 

78-   16 

78- 

23 

77% 

115 

241 

24- 

7 

24.4 

22.8 

0.62 

First  Alabama  Bcshs/Dcc 

FABC 

0 

27-     7 

23- 

13 

15'/4 

-33 

75 

16- 

6 

8.9 

8.2 

1.20 

First  American 

FATN 

o 

35-   11 

35- 

20 

25tt 

-16 

94 

14- 

6 

10.6 

8.6 

091 

First  Bncp  Ohio 

FBOH 

0 

38-    11 

33- 

23 

28 

-16 

94 

14- 

5 

9.0 

8.2 

1.31 

FirM  Bank  System/ Pec 

FBS 

n 

37-   11 

37- 

18 

21% 

-42 

65 

29- 

5 

29.3 

5.5 

0.51 

!ii-r  BOMI 

FBC 

n 

63-   17 

54- 

21 

24% 

-52 

53 

15- 

4 

7.9 

8.9 

0.23 

FCAP 

o 

32-     8 

30- 

22 

25'/i 

-14 

97 

12- 

6 

9.6 

8.6 

1.04 

)ec 

:  \'  V- 

n 

35-   17 

33- 

17 

24% 

-17 

93 

NM- 

5 

NM 

4.5 

032 

FCNCA 

i) 

40-  24 

38- 

24 

32 

-3 

109 

16- 

9 

12.5 

NA 

1.07 

FBT 

n 

25-     0 

5— 

0 

O'/i 

-87 

14 

NM- 

6 

NM 

NM 

0.01 

ilable  or  applicable.    NM:  Not  meaningful     E  Estimate     Stock  prices  as  of  Mar.  18, 1988. 
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■|lu 

KtC^H 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

-  Earnings 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

8.8% 

$2.80 

$2.80 

$2.56 

-9% 

16 

average 

$0-78 

2.1% 

28% 

13% 

7.0 

3.31 

3.31 

4.03 

22 

13 

average 

1.12 

1.8 

34 

y 

9.3 

6.50 

6.50 

8.59 

32 

27 

low 

2.40 

2.7 

37 

6 

15.4 

2.10 

2.10 

2.09 

0 

23 

average 

0.68 

1.9 

32 

7 

12.5 

3.10 

3.10 

2.82 

-9 

3 

average 

0.40 

3.0 

13 

8 

9.5 

2.16 

2.16 

3.42 

58 

16 

average 

2.16 

8.3 

100 

1 

2.6 

1.14 

0.57 

1.54 

170 

29 

very  low 

0.50 

1.5 

44 

-17 

35.1 

2.28 

2.28 

2.69 

18 

6 

high 

0.68 

2.3 

30 

23 

5.9 

7.39 

7.39     • 

8.05 

9 

29 

very  high 

3.40 

3.8 

46 

5 

13.5 

4.40 

4.40   • 

4.42 

0 

28 

very  high 

2.80 

6.1 

64 

4 

11.7 

2.58 

2.58 

2.87 

11 

19 

average 

1.50 

2.9 

58 

11 

17.0 

1.81 

1.81 

1.79 

-1 

13 

low 

1.20 

8.2 

66 

-15 

8.9 

3.52 

3.52 

4.05 

15 

23 

average 

1.80 

4.2 

51 

2 

6.4 

7.16 

7.16 

8.73 

22 

17 

average 

2.00 

2.5 

28 

23 

13.9 

5.30 

5.30 

2.09 

-61 

18 

average 

0.62 

2.3 

12 

4 

4.5 

2.00 

2.00 

2.34 

17 

8 

very  high 

0.60 

1.6 

30 

5 

7.6 

2.07 

2.00 

2.29 

14 

19 

very  high 

1.00 

3.0 

48 

2 

4.3 

1.70 

1.70 

1.90 

12 

7 

very  high 

0.80 

3.4 

47 

2 

0.8 

0.12 

0.12 

NA 

NA 

NA 

NA 

0.26 

7.4 

217 

0 

2.8 

1.60 

1.60 

1.65 

3 

10 

average 

0.52 

2.6 

33 

6 

0.1 

-0.86 

-0.86 

1.98 

NM 

24 

low 

2.48 

6.8 

NM 

2 

1.1 

0.29 

0.29 

0.95 

228 

16 

very  low 

0.80 

4.4 

276 

-17 

3.3 

0.16 

0.16 

0.47 

194 

3 

low 

none 

NA 

NA 

NA 

8.6 

2.19 

2.19 

2.76 

26 

4 

high 

0.92 

4.0 

42 

23 

7.5 

1.57 

1.57 

1.75 

11 

22 

high 

0.44 

2.0 

28 

19 

6.3 

3.43 

3.43 

3.61 

5 

43 

average 

2.00 

4.5 

58 

5 

5.9 

2.62 

2.62 

NA 

NA 

NA 

NA 

0.40 

3.4 

15 

0 

6.6 

2.77 

2.77 

NA 

NA 

NA 

NA 

1.00 

5.5 

36 

0 

21.8 

3.57 

3.57 

4.14 

16 

17 

high 

1.44 

2.3 

40 

9 

4.9 

3.27 

3.64E 

4.33 

19 

13 

high 

none 

NA 

NA 

NA 

3.7 

4.66 

4.66 

5.06 

9 

17 

average 

0.48 

1.4 

10 

16 

7.2 

3.72 

3.72 

4.84 

30 

13 

average 

1.00 

2.4 

27 

8 

2.8 

3.40 

3.40 

3.92 

15 

24 

high 

1.48 

2.2 

44 

5 

NM 

-0.36 

-0.36 

1.48 

NM 

8 

very  low 

0.68 

3.0 

NM 

-13 

15.7 

3.05 

3.05 

3.70 

21 

8 

very  high 

1.08 

2.8 

35 

21 

NM 

-13.29 

-13.29 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

0.6 

0.39 

0.39 

NA 

NA 

NA 

NA 

0.10 

1.7 

26 

0 

9.2 

5.71 

5.71 

3.21 

-44 

24 

low 

0.50 

1.7 

9 

0 

2.8 

3.19 

3.36 

3.41 

1 

10 

average 

1.20 

1.5 

38 

6 

13.5 

1.71 

1.71 

1.85 

8 

8 

high 

0.80 

5.2 

47 

14 

8.5 

2.39 

2.39 

2.96 

24 

13 

high 

1.25 

4.9 

52 

14 

14.6 

3.12 

3.12 

3.40 

9 

2 

NM 

1.35 

4.8 

43 

10 

2.0 

0.73 

0.73 

3.91 

436 

22 

average 

1.64 

7.7 

225 

20 

3.2 

3.12 

3.12 

2.79 

-11 

11 

very  low 

1.00 

4.0 

32 

10 

10.9 

2.67 

2.67 

2.95 

10 

3 

very  high 

0.88 

3.5 

33 

11 

NM 

-10.71 

-10.71 

5.40 

NM 

24 

low 

1.50 

6.2 

NM 

3 

8.6 

2.57 

2.57 

NA 

NA 

NA 

NA 

0.24 

0.8 

9 

0 

NM 

-12.72 

-12.72 

-2.37 

NM 

4 

very  low 

none 

NA 

NA 

NA 

|  Sources:  William  O'Neil  &  Co. 

1 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Micro/Scan  from 

Lotus  CD  Investment;  Forbes 

^ES,  APRIL  25,  1988 

267 

believe  in  nurturing  assets, 
squeezing  them  dry. 
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Bayer  USA  is  a  management  holding  company  that 
believes  giving  support  should  be  more  than  an  empty 
gesture.  And  so,  together  with  our  international  parent 
company,  Bayer  AG,  West  Germany,  we're  putting 
tremendous  resources  in  the  hands  of  our  operating  companies. 

It  all  begins  with  an  extraordinary  commitment  to  research 
and  development.  Last  year  alone,  $200  million  was  invested  to 
create  new  technologies  and  new  products.  And  that  was  only 
nationally.  Worldwide,  the  budget  was  over  a  billion.  The  results 
of  which  are  shared  across  the  globe. 

And  this  integration  of  resources  doesn't  stop  with 
research.  But  extends,  with  a  unique  exchange  of  strategies,  to 
every  segment  of  our  business.  From  Mobay  in  chemicals  and 
polymers  to  Miles  in  health  and  life  sciences  to  Agfa-Gevaert 
and  Compugraphic  in  imaging  and  graphic  information 
systems. 

The  effect?  An  international  perspective  that 
our  companies  would  otherwise  never  have.  And  a 
competitive  advantage  that  helps  each  one  grow 
stronger.  Smarter. 

You  see,  with  a  helping  hand  like  this,  our 
companies  not  only  meet  greater  challenges-they 
also  meet  a  world  of  needs. 

Bayer  usa  inc. 

ONE  MELLON  CENTER  •  500  GRANT  STREET  •  PITTSBURGH,  PA  15219-2502 


MEETIN 
A  WORLD 


The  Forbes  500s  on  Wall  Street 


Company  /fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  - 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

recent 

5-year          latest 
high-low    12  months 

1988 
est 

price! 

sale? 

First  Columbia  Finl/Dec 

FCLF 

0 

30-     3 

16- 

3 

3'/2 

-75% 

28% 

NM- 

9 

NM 

NA 

0.03 

First  Commerce/Dec 

FCOM 

0 

29-  14 

20- 

14 

18% 

13 

127 

12- 

8 

12.2 

10.6 

0.60 

First  Empire  State/Dec 

FEMP 

o 

59-  13 

59-  35 

50 

6 

119 

21- 

7 

10.5 

7.8 

0.82 

First  Executive/Dec 

FEXC 

o 

23-     6 

21- 

8 

12% 

-26 

83 

20- 

4 

6.9 

6.0 

0.26 

First  Federal  Mich/Dec 

FFOM 

0 

30-     6* 

2  7- 

9 

13% 

-50 

56 

6- 

2* 

4.1 

7.5 

0.12J 

First  Fidelity  Bncp/Dec 

FFB 

n 

47-  17 

36- 

21 

28% 

-34 

73 

38- 

4 

23.1 

6.2 

0.62 

First  Florida  Banks/Dec 

FFBK 

o 

37-  12 

36- 

21 

28% 

-20 

89 

13- 

6 

9.4 

8.9 

1.03 

First  Hawaiian/Dec 

FHWN 

0 

31-     8 

31- 

18 

23 

-22 

87 

13- 

5 

8.7 

7.9 

0.93 

First  Interstate  Bnc/Dec 

I 

n 

67-  30 

63-  35 

44  W 

-25 

84 

NM- 

5 

NM 

6.2 

0.40 

First  Kentucky  Natl/Dec 

FKYN 

0 

31-     8 

28- 

18 

25 

-8 

103 

21- 

6 

19.1 

9.4 

1.09 

First  Maryland  Bncp/Dec 

FMDB 

o 

34-     9 

34- 

15 

22Vi 

-22 

88 

16- 

6 

8.6 

7.7 

0.57 

First  National  Cine/Dec 

FNAC 

0 

50-   16 

50-  34 

42W 

2 

114 

16- 

6 

12.6 

11.0 

1.27 

First  of  America  Bank/Dec 

FABK 

o 

54-   13 

52- 

34 

47^4 

-6 

105 

10- 

4 

8.0 

7.7 

0.68 

First  Pennsylvania/Dec 

FPA 

n 

11-     5 

11- 

7 

10'/8 

-9 

102 

NM-NM 

NM 

9.3 

0.72  "f 

First  Republic-Bank  Do- 

FRB 

n 

38-     1 

26- 

1 

1% 

-92 

9 

NM- 

5 

NM 

NM 

0.03 

First  Security  /Dec 

FSCO 

o 

36-  15 

36- 

20 

25 

-6 

106 

64- 

5 

11.3 

9.7 

0.63  T 

First  Tennessee  Natl/Dec 

FTEN 

o 

37-  13 

36- 

20 

26% 

-21 

88 

15- 

6 

12.0 

7.7 

0.71 

First  Union/Dec 

FUNC 

0 

30-  10 

29- 

16 

20% 

-26 

83 

13- 

6 

8.1 

7.3 

0.87 1 

First  Virginia  Banks/Dec 

FVB 

n 

38-  15 

35- 

21 

26 

-25 

84 

14- 

7 

9.5 

8.5 

1.191 

First  Wachovia/Dec 

FW 

n 

46-   18 

46-  31 

37 

-18 

91 

14- 

7 

11.4 

8.5 

1.12  | 

First  Wisconsin/Dec 

FWB 

n 

33-     8 

32- 

18 

24  Vi 

-7 

104 

NM- 

4 

NM 

8.0 

0.70 

Fleet/Norstar  Finl/Dec 

FNG 

n 

31-   10 

30- 

17 

24% 

-17 

93 

17- 

5 

13.2 

8.0 

0.93 

Fleetwood  Enterprises/ Apr 

FLE 

n 

42-  14 

32- 

14 

21V« 

-29 

80 

20- 

6 

11.2 

10.3 

0.36 

Fleming  Cos/Dec 

FLM 

n 

46-  22 

46- 

22 

29Vi 

^4 

73 

27- 

9 

15.9 

10.2 

0.09 

FlightSafety  Intl/Dec 

FSI 

n 

43-  13 

43- 

24 

40'/! 

59 

178 

26- 

12 

21.7 

NA 

6.99 

Florida  Federal  S&L/|un 

lilt 

0 

23-     4* 

17- 

4 

6 

-60 

44 

NM- 

7* 

NM 

NA 

0.11 

Florida  Natl  Banks/Dec 

FNBF 

o 

29-  10 

24- 

11 

UVi 

-39 

68 

26- 

4 

11.9 

9.3 

0.56 

Florida  Progress/Dec 

FPC 

n 

47-   18 

40- 

29 

34% 

-8 

103 

13- 

6 

9.3 

9.6 

0.90 

Fluor/Oct 

FLR 

n 

24-   11 

22- 

11 

19 

19 

133 

25- 

12 

24.7 

34.5 

0.37 

FMC/Dec 

FMC 

n 

60-     7 

60- 

24 

29% 

-4 

107 

53- 

1 

6.6 

8.5 

0.32 

Food  Lion/Dec 

FDLNB 

o 

15-     1 

15- 

7 

11 

38 

154 

^S- 

15 

40.7 

31.4 

1.20 

Ford  Motor/Dec 

F 

n 

56-     8 

56-  30 

44% 

10 

123 

6- 

2 

4.9 

5.8 

0.30 

Fort  Howard/Dec 

FHP 

n 

62-  23 

62- 

32 

40 

-28 

80 

28- 

12 

17.1 

14.2 

1.53 

Fortune  Financial/Sep 

FORF 

o 

35-  13 

32- 

17 

21 

-22 

87 

12- 

4 

7.3 

8.9 

0.36 

FPL  Group/Dec 

FPL 

n 

38-   18 

34- 

24 

29  Vi 

-9 

102 

15- 

7 

9.5 

9.0 

0.70  f 

Freeport-McMoRan/Dec 

FTX 

n 

31-   14 

31- 

17 

IVh 

9 

123 

55- 

8 

8.1 

13.9 

1.27 

GAF/Dcc 

GAF 

n 

70-     7 

70- 

32 

54 '/4 

31 

147 

49- 

8 

18.5 

14.5 

1.80 

Gannett/Dec 

GCI 

n 

56-   17 

56- 

26 

38% 

-22 

87 

30- 

13 

19.5 

16.2 

2.03 

Gap,  Jan 

GPS 

n 

78-     4 

78- 

16 

23% 

-60 

45 

40- 

7 

12.0 

10.6 

0.79 

Geico/Dec 

■  ,U 

n 

137-  43 

137- 

90 

122 

-1 

HI 

21- 

10 

12.5 

13.1 

1.25 

GenCorp/Nov 

GY 

n 

40-     9 

40- 

19 

20% 

-43 

64 

2- 

2 

2.1 

7.4 

1.23 

Genentech/Dec 

v.NL 

n 

65-     7 

65- 

26 

43% 

-25 

84 

NM-NM 

NM 

32.3 

15.78 

General  Cincma/CX, 

GCN 

n 

32-     8 

32- 

14 

18% 

-26 

83 

29- 

6 

16.8 

14.9 

0.94 

General  Dynamics;! 

CD 

n 

89-  41 

77- 

43 

57Mi 

-25 

84 

6- 

4 

5.6 

5.5 

0.26 

General  Electric/Dec 

GE 

n 

66-  23 

66- 

39 

44 

-18 

92 

24- 

10 

18.9 

12.0 

1.01 

i 

GRL 

n 

60-   13 

48- 

22 

34% 

22 

136 

NM- 

13 

NM 

13.1 

1.04 

CIS 

n 

62-  18 

62-  41 

50% 

-5 

107 

18- 

7 

17.9 

13.2 

0.80 

M 


94-  50        94-  50 


72 


103 


13-     4 


7.2 


8.5 


0.22 
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net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

-  Earnings 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

NM 

$-^.49 

$-^.49 

NA 

NA 

1 

NM 

none 

NA 

NA 

NA 

5.7% 

1.51 

1.51 

$1.74 

15% 

8 

high 

•$1.20 

6.5% 

79% 

3% 

8.6 

4.78 

4.78 

6.43 

35 

6 

average 

0.80 

1.6 

17 

14 

5.1 

1.79 

1.79 

2.07 

16 

13 

very  low 

none 

NA 

NA 

NA 

3.1 

3.30 

3.30 

1.78 

^16 

6 

low 

0.48 

3.6 

15 

0 

f           3.6 

1.23 

1.23 

4.60 

274 

14 

very  high 

1.84 

6.5 

150 

8 

11.1 

3.02 

3.02 

3.19 

6 

6 

very  high 

0.72 

2.5 

24 

16 

10.7 

2.65 

2.65 

2.91 

10 

3 

very  high 

1.10 

4.8 

42 

11 

NM 

-11.99 

-11.99 

7.19 

NM 

25 

average 

2.80 

6.3 

NM 

6 

5.7 

1.31 

1.31 

2.65 

102 

7 

high 

0.94 

3.8 

72 

16 

7.6 

2.65 

2.65 

2.94 

11 

8 

average 

0.83 

3.6 

31 

8 

10.1 

3.38 

3.38 

3.86 

14 

7 

average 

1.64 

3.9 

49 

10 

10.2 

5.93 

5.93 

6.14 

4 

11 

high 

1.80 

3.8 

30 

18 

NM 

-2.17 

-2.17 

1.09 

NM 

7 

low 

none 

NA 

NA 

NA 

NM 

-22.31 

-22.31 

-7.09 

NM 

14 

very  low 

none 

NA 

NA 

NA 

5.6 

2.21 

2.21 

2.58 

17 

7 

average 

1.10 

4.4 

50 

-6 

5.9 

2.19 

2.19 

3.44 

57 

11 

average 

1.24 

4.7 

57 

8 

10.8 

2.55 

2.55 

2.81 

10 

32 

very  high 

0.80 

3.9 

31 

17 

12.6 

2.75 

2.75 

3.05 

11 

10 

very  high 

1.08 

4.2 

39 

12 

9.8 

3.24 

3.24 

4.36 

35 

31 

very  high 

1.36 

3.7 

42 

12 

NM 

-2.75 

-2.75 

3.03 

NM 

8 

very  high 

0.92 

3.8 

NM 

17 

7.3 

1.85 

1.85 

3.05 

65 

25 

high 

1.40 

5.7 

76 

10 

3.3 

1.96 

2.09E 

2.12 

1 

4 

average 

0.60 

2.7 

31 

17 

0.6 

1.86 

1.86 

2.90 

56 

12 

average 

1.00 

3.4 

54 

-2 

32.2 

1.87 

1.87 

NA 

NA 

NA 

NA 

0.20 

0.5 

11 

15 

NM 

-3.63 

-2.26 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

.           4.7 

1.22 

1.22 

1.56 

28 

7 

average 

0.48 

3.3 

39 

3 

9.6 

3.74 

3.74 

3.62 

-3 

28 

high 

2.48 

7.2 

66 

6 

,            1.5 

0.77 

0.24 

0.55 

129 

14 

very  low 

none 

NA 

NA 

NA 

1;          6.1 

4.54 

4.54 

3.51 

-23 

7 

low 

none 

NA 

NA 

NA 

2.9 

0.27 

0.27 

0.35 

30 

12 

very  high 

0.06 

0.5 

22 

66 

6.3 

9.05 

9.05 

7.71 

-15 

24 

low 

2.00 

4.5 

22 

57 

9.0 

2.34 

2.34 

2.82 

21 

20 

high 

1.20 

3.0 

51 

16 

5.3 

2.89 

3.60 

2.37 

-34 

4 

low 

0.20 

1.0 

7 

0 

7.4 

3.10 

3.10 

3.26 

5 

27 

high 

2.12 

7.2 

68 

4 

16.4 

3.38 

3.38 

1.98 

-41 

14 

low 

0.60 

2.2 

18 

0 

12.0 

2.93 

2.93 

3.73 

27 

6 

average 

0.10 

0.2 

3 

24 

10.4 

1.98 

1.98 

2.38 

20 

25 

very  high 

1.00 

2.6 

51 

12 

6.6 

1.95 

1.95 

2.20 

13 

22 

average 

0.50 

2.1 

26 

54 

10.3 

9.78 

9.78 

9.31 

-5 

21 

high 

1.64 

1.3 

17 

16 

29.3 

9.87 

9.87 

2.81 

-72 

10 

average 

0.60 

2.9 

6 

2 

19.3 

0.50 

0.50 

1.36 

172 

20 

low 

none 

NA 

NA 

NA 

6.0 

1.11 

0.94 

1.25 

33 

11 

average 

0.36 

1.9 

32 

19 

4.7 

10.26 

10.26 

10.30 

0 

25 

low 

1.00 

1.8 

10 

4 

5.4 

2.33 

2.33 

3.66 

57 

24 

very  high 

1.40 

3.2 

60 

8 

NM 

-1.37 

1.95E 

2.63 

35 

12 

average 

0.25 

0.7 

NM 

-20 

4.5 

2.82 

3.30E 

3.83 

16 

23 

very  high 

1.60 

3.2 

57 

5 

3.5 

10.06 

10.06 

8.50 

-16 

25 

low 

5.00 

6.9 

50 

9 

Sources:  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System  (WES),  a  service  of  Lynch,  Jones  &  Ryan  tia  Micro/Scan  from 

Lotus  CD  Investment:  Forbes 
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Hj    ■ 

The  Forbes  500s 

on 

Wall  Street 

Company/fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

stock  price  — 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

~ 

recent 

5-year          latest 
high-low   12  months 

1988 
est 

prict 
sale 

General  Public  Utils/Dec 

GPU 

n 

33- 

7 

33- 

22 

32 

21% 

136% 

17- 

5 

7.8 

7.8 

0.7; 

General  Re/Dec 

GRN 

n 

70- 

23 

68- 

46 

51% 

-21 

88 

11- 

9 

10.5 

9.2 

1.4; 

General  Signal/Dec 

GSX 

n 

61- 

33 

61- 

33 

52 

7 

120 

43- 

11 

21.1 

16.0 

0.8< 

Genuine  Parts/Dec 

GPC 

n 

44- 

16 

44- 

27 

39% 

14 

127 

25- 

11 

21.2 

17.7 

l.li 

Georgia  Gulf/Dec 

GGC 

n 

69- 

20* 

69- 

28 

63% 

62 

182 

16- 

4* 

10.1 

NA 

LIS 

Georgia-Pacific/Dec 

GP 

n 

53- 

18 

53- 

23 

37% 

-27 

81 

46- 

5 

8.9 

8.7 

0.4c 

'Giant  Food/Feb 

GFSA 

a 

42- 

9 

42- 

24 

33% 

11 

124 

25- 

7 

16.1 

12.5 

0.31- 

Gibraltar  Financial/Dec 

GFC 

n 

16- 

3 

13- 

3 

3'/2 

-72 

32 

NM- 

2 

NM 

3.4 

O.OcI 

Gillette/Dec 

GS 

n 

46- 

10 

46- 

18 

40 

37 

154 

20- 

8 

20.0 

16.1 

1.4f 

GlenFed/Jun 

GLN 

n 

34- 

7* 

33- 

17 

23  '/4 

-21 

88 

8- 

3* 

4.2 

4.5 

0.32 

Golden  Nugget/Dec 

GNG 

n 

14- 

8 

14- 

8 

10% 

-11 

98 

3- 

3 

2.5 

19.2 

1.1/ 

Golden  West  Finl/Dec 

GDW 

n 

47- 

7 

44- 

21 

27% 

-36 

72 

14- 

3 

5.6 

5.4 

0.67 

Goldome/Dec 

GDM 

n 

NA-1 

MA 

7- 

3* 

3% 

NA 

NA 

NA-NA 

NA 

3.2 

0.0: 

BF  Goodrich/Dec 

GR 

n 

65- 

25 

65- 

28 

52 

-7 

104 

18- 

8 

17.5 

11.1 

0.6( 

Goodyear/Dec 

GT 

n 

77- 

23 

77- 

35 

65% 

20 

134 

43- 

4 

5.2 

7.9 

0.3c 

WR  Grace/Dec 

GRA 

n 

37- 

18 

37- 

19 

ir  - 

-10 

100 

15- 

10 

14.8 

13.7 

0.52 

WW  Grainger/Dec 

GWW 

n 

72- 

23 

72- 

43 

62 

37 

154 

23- 

11 

19.7 

16.7 

1.3C 

Gt  Am  First  Savings/Dec 

GTA 

n 

25- 

5* 

23- 

10 

13 

-43 

64 

10- 

3* 

3.5 

4.0 

0  22 

Great  A&P  Tea/Feb 

GAP 

n 

47- 

10 

47- 

29 

36% 

10 

123 

20- 

10 

13.9 

11.4 

O.lr 

Great  Lakes  Bancorp/Dec 

GLBC 

0 

28- 

5* 

27- 

12 

19% 

-27 

81 

7- 

2* 

3.7 

4.6 

0.25 

Great  Lakes  Chemical/Dec 

GLK 

a 

77- 

19 

77- 

40 

62 '4 

27 

142 

28- 

11 

l.s.6 

14.7 

:  r 

Gt  Northern  Nekoosa/Dec 

GNN 

n 

61- 

14 

61- 

27 

44% 

-3 

108 

27- 

6 

12.2 

8.7 

0.94 

Gt  Western  Financial/Dec 

GWF 

n 

24- 

7 

24- 

12 

13% 

-36 

71 

15- 

5 

8.3 

6.0 

0.44 

Greater  NY  Savings/Dec 

GRTR 

0 

NA-NA 

11- 

5* 

7V* 

NA 

NA 

NA-NA 

NM 

4.9 

0.4C 

Greyhound/Dec 

G 

n 

46- 

19 

46- 

19 

30 

-18 

92 

i9- 

9 

38.5 

11.7 

0.4;, 

Grumman/Dec 

GQ 

n 

36- 

17 

31- 

17 

25 

-15 

95 

18- 

6 

NM 

10.2 

0.2; 

GTE/Dec 

GTE 

n 

45- 

23 

45- 

29 

38% 

-9 

102 

14- 

6 

11.7 

10.7 

0.81 

Gulf  &  Westem/Oct 

GW 

n 

94- 

23 

94- 

60 

81% 

3 

115 

26- 

7 

14.3 

12.9 

1.01 

Gulf  States  Utils/Dec 

GSU 

n 

17- 

5 

9- 

5 

5% 

-38 

70 

7- 

3 

3.4 

3.9 

0.42 

Halliburton  Dec 

HAL 

n 

47- 

17 

43- 

20 

34% 

-A 

108 

NM- 

9 

NM 

27.7 

1.07 

Hanover  Insurance/Dec 

HINS 

0 

38- 

10 

38- 

21 

25 

-33 

75 

65- 

5 

4.6 

5.0 

0.37 

Harcourt  Braced/Dec 

HBJ 

n 

64- 

2 

13- 

4 

S"» 

55 

174 

7- 

6 

7.3 

NM 

0.3d 

Harris  Corp/Iun 

HRS 

n 

49- 

22 

43- 

22 

30 

-21 

89 

29- 

10 

13.4 

12.4 

0.5: 

H|  Heinz/Apr 

HNZ 

n 

52- 

13 

52- 

34 

44% 

-8 

104 

22- 

9 

15.7 

13.6 

1.11 

Henley  Group/ Dec 

HENG 

o 

31- 

17' 

31- 

18 

24V< 

0 

111 

NA-NA* 

NM 

NM 

0.66 

Hercules/Dec 

111'. 

n 

74- 

27 

74- 

40 

52 '/. 

-14 

97 

20- 

4 

3.5 

12.3 

0.95 

Hershey  Foods/Dec 

HSY 

n 

38- 

9 

38- 

21 

27'/» 

-1 

111 

23- 

9 

16.5 

14.1 

1.01 

He-rtloit-Packard/Oct 

HWP 

n 

74- 

29 

74- 

36 

61% 

1 

113 

31- 

12 

22.4 

18.7 

1.84 

Hiberni.. 

HIBCA 

0 

28- 

9 

28- 

19 

22% 

-8 

103 

12- 

6 

9.3 

8.4 

0  9J 

Hillcnbi.ind  [ndl    Nov 

HB 

n 

31- 

9 

31- 

19 

29% 

0 

112 

23- 

9 

19.6 

16.3 

1    s4 

Hills  Dept  Stores  [an 

ill's 

n 

NA-NA 

13- 

5' 

9 

NA 

NA 

15-NA 

15.0 

8.6 

0.11 

Hilton  Hotels 

HLT 

n 

92- 

43 

92- 

55 

89% 

-1 

111 

22- 

11 

16.1 

17.2 

2.7C 

Himont/Oci 

HMT 

n 

54- 

23 

54- 

23 

40% 

-2 

110 

18- 

7 

11.1 

10.0 

2.07 

Ho'.iday- 

HIA 

n 

82- 

12 

81- 

15 

26  '/j 

14 

128 

20- 

5 

5.7 

21.2 

0.42 

Hol! 

.III 

D 

52- 

12 

51- 

24 

29\ 

-4: 

67 

16- 

6 

11.8 

10.9 

0.34 

HD 

n 

28- 

28- 

12 

25 

29 

145 

22- 

12 

22.1 

17.7 

,',s- 

HFD 

n 

39- 

li- 

36- 

19 

25% 

-27 

81 

25- 

4* 

5.5 

5.6 

0.43 

HME 

n 

32- 

n- 

24- 

11 

13 

-44 

63 

11- 

4' 

4.0 

4.3 

0.18 

' 

.  originally  caponed,  adjusted  t. .. 

■     .is  ol  Mar    18,  I1'** 

splits  stock  |X.Tlorni.iniv  includes  s 

alue  <ii 

spec 

,il  distributions 

NANot 

.i\.nlar> 

FORBES,  APRIL  25,  19 


^^^B    ,  1 

BHrkS 

SjjpHj 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

-  Earnings 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

9  7% 

S4.12 

S4.12 

$4.08 

-1% 

21 

average 

SI. 20 

3.8% 

29% 

0% 

14.5 

4.92 

4.92 

5.61 

14 

27 

very  high 

1.20 

2.3 

24 

12 

4.3 

2.46 

2.46 

3.25 

32 

13 

average 

1.80 

3.5 

73 

2 

5.7 

1.88 

1.88 

2.25 

20 

27 

very  high 

1.04 

2.6 

55 

13 

13.0 

6.29 

6.29 

NA 

NA 

NA 

NA 

0.80 

1.3 

13 

0 

5.3 

4.23 

4.23 

4.33 

2 

26 

average 

1.20 

3.2 

28 

14 

2.4 

2.11 

2.31E 

2.70 

17 

9 

high 

0.66 

1.9 

31 

24 

NM 

-6.36 

-6.36 

1.02 

NM 

10 

low 

none 

NA 

NA 

NA 

7.3 

2.00 

2.00 

2.48 

24 

21 

average 

0.86 

2.2 

43 

0 

6.6 

5.53 

6.02 

5.14 

-15 

14 

high 

1.00 

4.3 

18 

0 

70.9 

4.16 

4.16 

0.54 

-87 

8 

very  low 

none 

NA 

NA 

NA 

11.9 

4.84 

4.84 

5.05 

4 

18 

average 

0.24 

0.9 

5 

39 

0.0 

NA 

NA 

1.05 

NM 

1 

NM 

none 

NA 

NA 

NA 

3.7 

2.97 

2.97 

470 

58 

14 

low 

1.72 

3.3 

58 

0 

7.8 

12.73 

12.73 

8.34 

-34 

10 

high 

1.60 

2.4 

13 

-2 

3.6 

1.89 

1.89 

2.04 

8 

15 

average 

1.40 

5.0 

74 

0 

6.9 

3.14 

3.14 

3.72 

18 

17 

high 

0.80 

1.3 

25 

7 

6.2 

3.67 

3.67 

3.26 

-11 

11 

low 

0.60 

4.6 

16 

55 

1.0 

2.60 

2.60 

3.17 

22 

3 

high 

0.50 

1.4 

19 

0 

6.6 

5.16 

5.16 

4.17 

-19 

3 

average 

0.60 

3.1 

12 

136 

11.6 

3.34 

3.34 

4.23 

27 

16 

average 

0.68 

1.1 

20 

26 

7.7 

3.68 

3.68 

5.14 

40 

20 

average 

0.92 

2.0 

25 

7 

5.3 

1.67 

1.67 

2.33 

40 

20 

low 

0.72 

5.2 

43 

26 

6.1 

NA 

NA 

1.48 

NM 

2 

NM 

0.32 

4.4 

NM 

0 

1.3 

0.78 

0.78 

2.56 

228 

10 

low 

1.32 

4.4 

169 

3 

0.0 

-0.13 

-0.13 

2.46 

NM 

14 

average 

1.00 

4.0 

NM 

6 

7.3 

3.29 

3.29 

3.60 

9 

26 

average 

2.52 

6.6 

77 

6 

1           7.3 

5.70 

5.76 

6.31 

10 

22 

very  high 

1.40 

1.7 

25 

7 

16.8 

1.65 

1.65 

1.45 

-12 

21 

low 

none 

NA 

NA 

NA 

i     u 

0.45 

0.45 

1.24 

176 

31 

very  low 

1.00 

2.9 

222 

-15 

7.9 

5.42 

5.42 

4.99 

-8 

7 

low 

0.36 

1.4 

7 

-9 

5.5 

1.19 

1.19 

-0.13 

NM 

2 

NM 

none 

NA 

NA 

NA 

4.4 

2.24 

2.05 

2.42 

18 

17 

very  high 

0.88 

2.9 

.19 

0 

7.4 

2.83 

2.87E 

3.26 

14 

20 

very  high 

1.24 

2.8 

44 

15 

NM 

-2.87 

-2.87 

0.14 

NM 

5 

very  low 

none 

NA 

NA 

NA 

'  30.5 

14.74 

14.74 

4.24 

-71 

24 

average 

1.92 

3.7 

13 

7 

6.1 

1.64 

1.64 

1.93 

18 

21 

very  high 

0.62 

2.3 

38 

12 

8.3 

2.76 

2.50 

3.31 

32 

43 

average 

0.26 

0.4 

9 

8 

10.0 

2.45 

2.45 

2.71 

11 

13 

very  high 

1.04 

4.5 

42 

5 

7.9 

1.51 

1.51 

1.82 

21 

6 

high 

0.40 

1.3 

26 

11 

1.3 

0.60 

0.60 

1.05 

75 

2 

NM 

none 

NA 

NA 

NA 

17.2 

5.59 

5.59 

5.24 

-6 

15 

very  high 

1.80 

2.0 

32 

0 

18.8 

3.68 

3.77 

4.08 

8 

19 

average 

1.20 

2.9 

33 

0 

6.9 

4.69 

4.69 

1.25 

-73 

10 

very  low 

none 

NA 

NA 

NA 

2.8 

2.53 

2.00E 

2.75 

38 

5 

average 

1.32 

4.4 

52 

13 

3.7 

1.13 

1.13 

1.41 

25 

15 

high 

0.08 

0.3 

7 

0 

8.0 

4.69 

4.69 

4.56 

-3 

17 

low 

0.20 

0.8 

4 

0 

1              9 

3.22 

3.22 

3.05 

-5 

13 

low 

0.20 

1.5 

6 

0 

--"-" 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year  end 
Homestake  Mining/Dec 
Homestead  Financial/Dec 


Stock  price 

Ticker  5-year       12-month 

symbol  exch        high-low     high-low       recent 


Stock  performance 
—latest  12  months — 
price       relative  to 
change        market       high-low    12  months 


Stock  price  ratios 

price/earnings 

5-year  latest  1988 


est 


Honeywell/Dec 


Horizon  Bancorp/Dec 


Geo  A  Hormel/Oct 


HM 


24-   10 


24-  13 


15'/4 


6% 


119% 


10-     8 


10.1 


HFL 


12-     4 


12-     4 


7'/s 


-39 


68 


11- 


3.6 


HON 


91-  44         91-  49 


67% 


106 


12- 


11.8 


HZB 


66-  13         66-  51 


60% 


118 


15-     5 


12.3 


HRL 


29- 


29-  16 


25% 


34 


150 


27-     7 


18.3 


23.8 


3.8 


10.2 


11.1 


16.7 


price 
sale: 


4.86 


0.16 


0.43 


1.43 


0.00 


Hospital  Corp/Dec 


HCA 


57-  24 


50-  24 


32  '/4 


101 


NM- 


NM 


9.0 


0.57 


Household  Intl/Dec 


HI 


63-  24 


63-  33 


55% 


-3 


108 


21- 


9.9 


9.2 


0.56 


Houston  Industries/Dec 


HOU 


39-  18         38-27 


31% 


-14 


97 


16-     5 


8.5 


1.03 


Howard  Savings  Bank/Dec 


HWRD 


38-     6*       38-  16 


24 


111 


14-     6* 


10.0 


8.3 


0.81 


Hubbell/Dec 


HUBB 


42-  14 


42-  26 


35  Vi 


-A 


108 


18-    9 


14.7 


13.3 


1.55 


Humana/Aug 


HUM 


37-  16 


30-  16 


25% 


11 


125 


60-     8 


13.1 


11.6 


0.82 


Huntington  Bshs/Dec 


HBAN 


31-     8 


27-  19 


24'/* 


-8 


103 


16-     5 


15.3 


8.4 


0.93 


IC  Industries/Dec 


ICX 


41-  10        41-  22 


35% 


20 


134 


16-     6 


16.0 


15.4 


0.95 


ICH/Dec 


ICH 


33-     4 


18-    6 


-59 


46 


14-    3 


2.9 


3.4 


0.15 


Illinois  Power/Dec 


IPC 


32-  18 


29-  21 


227/g 


-19 


90 


8-    4 


6.1 


1.29 


Illinois  Tool  Works/Dec 


ITW 


50-  10 


50-  25 


38 


-2 


110 


32- 


18.4 


15.4 


1.16 


Imperial  Corp  of  Am/Dec 


ICA 


19-    5 


19-     7 


10% 


-41 


65 


75-     2 


3.2 


2.8 


0.15 


IMS  International/Dec 


IMSI 


41-     5 


41-  20 


39Vs 


32 


148 


37-  11 


28.5 


29.8 


3.85 


Independence  Bancorp/Dec 


INBC 


36-  12 


35-  20 


25  Vi 


-18 


91 


12- 


9.1 


7.9 


1.00 


Indiana  National/Dec 


INAT 


48-  11 


47-  29 


371/4 


106 


20-     3 


17.7 


8.7 


1.01 


Ingersoll-Rand/Dec 


IR 


46-  14 


46-  23 


41 1/8 


29 


145 


23-  11 


20.8 


14.8 


0.80 


Inland  Steel  Inds/Dec 


IAD 


35-   15 


35-   17 


33 


36 


152 


11-     5 


10.7 


8.7 


0.32 


Integrated  Resources/Dec 


IRE 


46-  12         33-   15 


21 


-25 


84 


25- 


6.8 


5.3 


0.15 


Intel/Dec 


INTC 


42-   11 


42-   18 


31% 


20 


135 


32-   13 


32.4 


16.3 


2.80 


Interco/Feb 


ISS 


54-  28 


54-  30 


45 '/s 


111 


19-     8 


12.7 


11.2 


0.52 


Intergraph/Dec 


INGR 


41-   14 


31-  17 


28V< 


16 


130 


61-   12 


23.4 


18.0 


2.53 


IBM/Dec 


IBM 


176-  99       176-102 


1137/8 


-23 


86 


23-  10 


13.1 


11.5 


1.25 


Intl  Flavors  &  Frags/Dec 


IFF 


58-  23 


58-  37 


50% 


119 


23-   12 


18.0 


15.5 


2.58 


Intl  Minerals  &  Chem/|un 


IGL 


53-  25 


53-  28 


44>/b 


39 


156 


16-     9 


15.5 


13.8 


0.65 


Intl  Multifoods/Feb 


IMC 


40-   15 


40-  23 


31% 


10 


124 


25-     6 


7.1 


12.4 


0.29 


International  Paper/Dec 


58-  22 


58-  27 


44y8 


-15 


96 


56-     7 


12.1 


9.4 


0.64 


Ipalco  Enterprise 


IPL 


30-   13 


26-   19 


22% 


102 


15- 


9.6 


9.8 


1.54 


Irving  Bank/Dec 


79-  22 


79-  38 


55 


17 


131 


NM-     4 


NM 


7.3 


0.47 


ITT/Dec 


66-  21 


66-  42 


4^'k 


-27 


82 


37- 


6.6 


7.8 


0.33 


lames  River  Corp  Va/Apr 


IR 


44-   16 


44-   19 


25': 


-37 


70 


23- 


11.4 


9.2 


0.42 


Jefferson-Pilot/Dec 


IP 


43-   14 


43-  23 


33% 


-2 


110 


17- 


9.0 


11.9 


1.26 


Jefferson  Smurfit/Dec 


IISC 


79-     8*       79-  34 


58 


117 


29-     7* 


12.2 


9.1 


1.02 


Johnson  &  Johnson/Dec 


|N| 


105-  28       105-  55 


85VS 


-6 


105 


40-  11 


17.7 


15.5 


1.84 


lohnson  Controls  sv  p 


Josu-,,- 


ICI 


40-  17 


40-  21 


34% 


12 


125 


19-     8 


14.2 


|OS 


25- 


24-   15 


22Vs 


-2 


110 


28-     9 


9.5 


13.1 


17.8 


0.45 


1.41 


K  nun   ; 


KM 


48-    18 


48-   22 


36 


-14 


96 


16-     7 


10.6 


9.6 


0.28 


KaiserTech'Dct 

KLU 

n 

23- 

8 

23-     8 

11% 

^4 

74 

NM-NM 

NM 

8.5 

0.27 

Kansas  City  PJS.I 

KLT 

n 

32- 

14 

31-  21 

26V8 

-9 

102 

13- 

3 

8.8 

9.0 

1.17 

Kansas  C  :s  ft  Blec/Dec 

KCE 

n 

26- 

10 

26-   16 

20 

-14 

96 

20- 

4 

8.5 

13.4 

1.51 

Pow It  &.  1  igh 

KAN 

n 

32- 

13 

28-  20 

24% 

-8 

104 

13- 

5 

10.0 

9.9 

0.73 

Ki 

n 

19- 

5* 

19-     9 

BV4 

-27 

82 

15- 

5* 

7.5 

6.3 

0.28 

K 

n 

69- 

13 

69-  38 

52% 

-13 

98 

23- 

8 

16.5 

13.8 

1.72 

KELYA 

0 

49- 

9 

49-  27 

46  Vi 

24 

138 

28- 

10 

22.1 

19.2 

«W6 

NA   Noi 

available 

licable 

NM  Not 

meaningful 

1   Estimate. 

SttJCfc 

prlces  .ts  of  Mar 

18.  1988 

FORBES,  APRIL  25,  19tJ 


a  - 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

indicated 
rate 

Dividends 

payout 
yield               ratio 

5-year 

growth 

rate 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

47.8% 

$1.51 

$1.51 

$0.64 

-58% 

21 

low 

$0.20 

1.3% 

13% 

4% 

4.8 

1.96 

1.96 

1.88 

-4 

3 

very  low 

0.25 

3.5 

13 

13 

3.8 

5.75 

5.75 

6.63 

15 

22 

high 

2.10 

3.1 

37 

-1 

12.0 

4.91 

4.91 

5.43 

11 

4 

high 

1.60 

2.6 

33 

15 

2.2 

1.41 

1.20 

1.54 

28 

8 

average 

0.36 

1.4 

26 

NA 

NM 

-0.71 

-0.71 

3.59 

NM 

30 

average 

0.72 

2.2 

NM 

18 

6.4 

5.57 

5.57 

5.99 

8 

11 

high 

2.00 

3.6 

36 

2 

12.0 

3.74 

3.74 

3.75 

0 

25 

average 

2.88 

9.0 

77 

6 

8.2 

2.41 

2.41 

2.89 

20 

4 

average 

0.48 

2.0 

20 

0 

10.8 

2.39 

2.39 

2.65 

11 

10 

very  high 

1.00 

2.8 

42 

12 

6.3 

1.96 

1.86 

2.22 

19 

27 

high 

0.80 

3.1 

41 

13 

6.1 

1.58 

1.58 

2.88 

82 

9 

very  high 

0.84 

3.5 

53 

11 

6.3 

2.23 

2.23 

2.32 

4 

18 

average 

0.88 

2.5 

39 

10 

5.9 

2.43 

2.43 

2.08 

-14 

5 

high 

none 

NA 

NA 

NA 

23.7 

3.75 

3.75 

2.81 

-25 

22 

low 

2.64 

11.5 

70 

-2 

6.3 

2.06 

2.06 

2.46 

19 

8 

high 

0.40 

1.1 

19 

7 

4.7 

3.40 

3.40 

3.95 

16 

7 

low 

0.60 

5.5 

18 

0 

13.9 

1.39 

1.39 

1.33 

-\ 

12 

very  high 

0.20 

0.5 

14 

38 

10.8 

2.79 

2.7,9 

3.21 

15 

5 

very  high 

0.28 

1.1 

10 

0 

5.7 

2.11 

2.11 

4.26 

102 

■J 

very  high 

1.28 

3.4 

61 

16 

4.1 

1.98 

1.98 

2.77 

40 

18 

average 

1.04 

2.5 

53 

0 

3.2 

3.09 

3.09 

3.80 

23 

14 

very  low 

0.50 

1.5 

16 

0 

5.0 

3.08 

3.08 

4.00 

30 

1 

NM 

none 

NA 

NA 

NA 

9.2 

0.98 

0.98 

1.95 

99 

34 

average 

none 

NA 

NA 

NA 

4.4 

3.56 

3.49E 

4.03 

15 

9 

average 

1.60 

3.5 

45 

3 

10.9 

1.23 

1.23 

1.60 

30 

28 

average 

none 

NA 

NA 

NA 

9.7 

8.72 

8.72 

9.89 

13 

44 

very  high 

4.40 

3.9 

50 

4 

14.3 

2.83 

2.83 

3.28 

16 

14 

high 

1.60 

3.1 

57 

14 

5.1 

2.84 

0.49 

3.20 

553 

14 

very  low 

1.00 

2.3 

35 

-26 

3.9 

4.45 

2.27E 

2.57 

13 

5 

very  high 

1.18 

3.7 

27 

2 

5.2 

3.68 

3.68 

4.72 

28 

20 

average 

1.20 

2.7 

33 

-A 

16.1 

2.38 

2.38 

2.31 

-3 

22 

average 

1.64 

7.2 

69 

3 

NM 

-10.83 

-10.83 

7.54 

NM 

10 

low 

2.42 

4.4 

NM 

6 

5.6 

7.20 

7.20 

6.11 

-15 

16 

very  high 

1.25 

2.6 

17 

-22 

4.0 

2.23 

2.38E 

2.77 

16 

20 

average 

0.40 

1.6 

18 

13 

•  14.0 

3.72 

3.72 

2.82 

-24 

17 

average 

1.20 

3.6 

32 

12 

8.4 

4.77 

4.77 

6.38 

34 

2 

NM 

0.24 

0.4 

5 

60 

11.0 

4.83 

4.83 

5.53 

14 

31 

very  high 

1.68 

2.0 

35 

10 

3.4 

2.46 

2.20 

2.67 

21 

10 

average 

1.10 

3.2 

45 

6 

14.9 

2.37 

1.22 

1.27 

4 

8 

high 

0.56 

2.5 

24 

8 

2.7 

3.40 

3.40 

3.74 

10 

29 

high 

1.16 

3.2 

34 

12 

NM 

-8.11 

-8.11 

1.38 

NM 

15 

very  low 

none 

NA 

NA 

NA 

14.8 

3.01 

3.01 

2.96 

-2 

12 

high 

2.24 

8.4 

74 

-2 

19.0 

2.34 

2.34 

1.49 

-36 

15 

low 

1.48 

7.4 

63 

-17 

7.6 

2.46 

2.46 

2.50 

2 

16 

average 

1.72 

7.0 

70 

7 

3.8 

1.83 

1.83 

2.19 

20 

3 

average 

0.32 

2.3 

17 

11 

10.4 

3.20 

3.20 

3.82 

19 

28 

very  high 

1.52 

2.9 

48 

12 

4.3 

2.10 

2.10 

2.42 

15 

6 

very  high 

0.56 

1.2 

27 

12 

I  Sources  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  ofLynctj,  Jones 

6  Ryan  tia  Micro/Scan  from  Lotus  CD  Investment;  Forbes. 

fl  £ES,  APRIL  25,  1988 
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The  Forbes  500s  on  Wall  Street 


... . 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  - 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

P 

5-year 
high-low 

—  Stock  price 

ratios  — 

■ 

Company/fiscal  year  end 

recent 

latest 
12  months 

1988 
est 

price  i 
sale;  I 

Kemper/Dec 

KEMC 

0 

39-   10 

38- 

19 

23% 

-37% 

71% 

27- 

6 

6.5 

6.8 

0.387 

Kentucky  Utilities/Dec 

KU 

n 

24-   10 

21- 

15 

19% 

-2 

110 

17- 

6 

11.1 

10.8 

1.31 

Kerr-McGee/Dec 

KMG 

n 

47-  24 

47- 

29 

38  % 

9 

122 

22- 

8 

22.3 

18.0 

071 

KeyCorp/Dec 

KEY 

n 

31-     9 

31- 

19 

22% 

-24 

85 

13- 

5 

9.9 

7.2 

070 

Kimberly-Clark/Dec 

KMB 

.  n 

63-  17 

63- 

39 

58 

1 

114 

20- 

9 

15.5 

12.7 

0.95  J 

Knight-Ridder/Dec 

KRI 

n 

61-  21 

61- 

33 

44'/. 

-19 

91 

25- 

11 

16.7 

14.2 

1.21 

Koppers/Dec 

KOP 

n 

55-  15 

55— 

27 

53% 

42 

159 

NM- 

11 

NM 

16.2 

1.00 

Kraft/Dec 

KRA 

n 

69-  21 

64- 

38 

55% 

-8 

103 

25- 

7 

17.1 

13.8 

074 

Kroger/Dec 

KR 

n 

42-   15 

42- 

23 

31% 

-11 

99 

64- 

10 

14.3 

12.0 

0.14 

Lafarge/Dec 

LAF 

n 

16-     7 

16- 

10 

15% 

28 

143 

10- 

6 

9.9 

8.9 

0.56 

Eli  Lilly/Dec 

LLY 

n 

108-  27 

108- 

58 

84% 

-11 

100 

36- 

8 

19.2 

16.5 

3.24 

Limited/fan 

LTD 

n 

53-     4 

53- 

16 

21% 

-55 

50 

45- 

12 

17.2 

13.6 

1.15 

Lin  Broadcasting/Dec 

LINB 

0 

58-     8 

58- 

34 

56% 

58 

177 

58- 

14 

36.4 

38.3 

12.36 

Lincoln  National/Dec 

LNC 

n 

6,3-  24 

61- 

36 

48'/. 

-5 

106 

14- 

6 

9.3 

8.5 

0.29 

Litton  Industries  lul 

LIT 

n 

108-  54 

108- 

64 

86 'A 

2 

114 

50- 

8 

15.2 

13.4 

0.46 

Liz  Claiborne/Dec 

LIZC 

o 

39-     3 

39- 

12 

17'/2 

-48 

59 

33- 

9 

13.3 

11.9 

1.45 

Lockheed/Dec 

LK 

n 

62-  29 

62- 

29 

43  Vi 

-16 

94 

11- 

4 

6.8 

6.1 

0.24 

Loews/Dec 

LTR 

n 

96-   18 

96- 

58 

74% 

4 

117 

15- 

5 

8.4 

8.5 

0.64 

l.omas  &  Nettleton/Jun 

LNF 

n 

39-   13 

39- 

15 

17% 

-52 

53 

27- 

8 

26.7 

NM 

0.55 

Long  Island  Lighting/Dec 

LIL 

n 

18-     4 

12- 

6 

s'- 

-21 

88 

10- 

1 

5.1 

6.1 

0.48 

Longs  Drug  Stores/Ian 

LDG 

n 

41-    17 

41- 

25 

33% 

-5 

107 

23- 

10 

14.5 

13.1 

0.39 

Longview  Fibre/Oct 

LFBR 

0 

75-  20 

75- 

30 

50  Vi 

-28 

81 

18- 

5 

8.3 

7.2 

0.97 

Loral/Mar 

LOR 

n 

49-   19 

49- 

25 

39 

-17 

93 

25- 

9 

13.8 

11.6 

0.79 

Lotus  Development/Dec 

LOTS 

0 

39-     5* 

39- 

19 

30 

40 

156 

33- 

7* 

19.0 

15.5 

3.33 

Louisiana  Land  Dec 

LLX 

n 

43-  21 

43- 

25 

35% 

-8 

103 

44- 

7 

43.9 

30.3 

1.40 

Louisiana-Pacific/Dec 

I  l'\ 

n 

40-   16 

40- 

22 

29% 

-22 

87 

75- 

7 

9.1 

9.8 

0.59 

Louisville  G&E/Dec 

LOU 

n 

44-   20 

39- 

30 

33  % 

-15 

96 

14- 

6 

10.0 

10.0 

1.07 

Lowe's  (  os  i.m 

LOW 

n 

42-    15 

33- 

15 

19% 

-36 

71 

37- 

9 

14.1 

11.2 

0.32 

LTV/Dec 

LTV 

n 

20-      1 

6- 

2 

3% 

17 

131 

1-NM 

0.8 

1.6 

0.05 

Lubrizol/Dec 

1/ 

n 

42-    18 

42- 

25 

41'4 

7 

120 

21- 

11 

20.0 

17.1 

1.57 

Lucky  Stores    Ian 

n 

36-    13 

36- 

21 

31% 

15 

129 

34- 

6 

8.3 

10.1 

0.17 

Mack  Trucks/Dec 

MACK 

0 

22-     9* 

21- 

11 

15% 

-20 

90 

NM- 

6* 

NM 

11.5 

0.25 

Macmillan/Dcc 

MLL 

n 

72-   12 

72- 

44 

61% 

13 

127 

26- 

9 

22.5 

19.7 

1.67 

Manufacturers  Hanover  Dec 

MHC 

n 

58-   19 

48- 

19 

27'/2 

-37 

70 

NM- 

3 

NM 

4.1 

0.17 

Manufacturers  Natl  I  lee 

MNTL 

i) 

54-    14 

53- 

31 

42% 

-9 

102 

NM- 

4 

NM 

6.7 

11  M 

Manvillt  Dec 

MAN 

n 

17-     2 

5- 

2 

m 

5 

118 

1-NM 

0.4 

4.5 

no; 

Mapco,  Dec 

MDA 

n 

67-  21 

67- 

40 

52% 

-19 

91 

25- 

6 

19.2 

10.4 

0.64 

Marion  !  ilmratories/|un 

MKC 

n 

42-     3 

42- 

20 

22% 

-36 

72 

72- 

22 

29.0 

22.7 

4.93 

Man. 

V.HS 

n 

44-   11 

44- 

24 

33% 

-16 

94 

30- 

13 

20.0 

16.4 

0.61 

Marsh  &                 in  Cm  Dec 

MMC 

n 

77-   18 

72- 

44 

53% 

-21 

88 

59- 

11 

13.3 

12.1 

1.85 

Marshall  &  Dale] 

MR1S 

0 

39-   13 

33- 

24 

29% 

-11 

100 

14- 

6 

9.3 

8.8 

0.91 

Martin  Marietta 

ML 

n 

57-    19 

57- 

35 

48% 

-4 

108 

15- 

6 

11.3 

9.5 

0.49 

Masco 

MAS 

n 

41-    11 

41- 

19 

28% 

-28 

80 

25- 

10 

17.2 

12.4 

!  sr 

Mas,. 

MASX 

0 

19-     2* 

19- 

9 

11% 

-32 

77 

25- 

4" 

24.7 

10.3 

0.70 

MAXI 

o 

y 

15- 

2 

-82 

20 

NM- 

12" 

NM 

13.6 

0.04 

M\ 

n 

51-   15 

51- 

22 

38V» 

-20 

89 

20- 

7 

13.3 

11.4 

;156 

MYG 

n 

32-     9 

32- 

17 

24 

-19 

91 

21- 

8 

12.6 

11.4 

0.96 

MB! 

n 

NA-NA 

22- 

ir 

15% 

NA 

NA 

8-NA 

8.0 

7.1 

441 

1  idjusted  fbj  spins  mh 
968 

<  performance  includes  \ 
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■n 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 
EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

6.9% 

$3.63 

$3.63 

$3.51 

-3% 

14 

low 

$0.72 

3.0% 

20% 

1% 

13.3 

1.72 

1.72 

1.77 

3 

15 

average 

1.34 

7.0 

78 

3 

3.2 

1.73 

1.73 

2.14 

24 

26 

low 

1.10 

2.9 

64 

0 

7.3 

2.25 

2.25 

3.13 

39 

11 

high 

1.20 

5.4 

53 

18 

6.7 

3.73 

3.73 

4.55 

22 

19 

high 

1.60 

2.8 

43 

8 

1            7.5 

2.65 

2.65 

3.11 

17 

24 

very  high 

1.12 

2.5 

42 

18 

- 

0.7 

0.36 

0.36 

3.31 

819 

6 

very  high 

1.20 

2.2 

333 

-1 

4.5 

3.27 

3.27 

4.04 

24 

27 

high 

1.88 

3.4 

57 

10 

1.0 

2.20 

2.20 

2.61 

19 

13 

very  high 

1.05 

3.3 

48 

2 

1           P      . 

1.57 

1.57 

1.74 

11 

9 

average 

0.24 

1.5 

15 

2 

17.7 

4.41 

4.41 

5.12 

16 

37 

high 

2.30 

2.7 

52 

10 

6.7 

1.25 

1.25 

1.58 

26 

25 

average 

0.24 

1.1 

19 

49 

36.9 

1.56 

1.56 

1.48 

-5 

14 

average 

none 

NA 

NA 

NA 

3.4 

5.19 

5.19 

5.70 

10 

22 

average 

2.36 

4.9 

45 

6 

3.2 

5.69 

5.16 

6.43 

25 

17 

very  high 

none 

NA 

NA 

NA 

10.9 

1.32 

1.32 

1.47 

11 

16 

average 

0.18 

1.0 

14 

64 

3.7 

6.41 

6.41 

7.17 

12 

28 

high 

1.40 

3.2 

22 

55 

7.8 

8.92 

8.92 

8.77 

-2 

7 

average 

1.00 

1.3 

11 

62 

2.7 

0.67 

1.45 

-0.62 

NM 

7 

very  low 

1.40 

7.8 

209 

27 

13.0 

1.73 

1.73 

1.46 

-16 

17 

low 

none 

NA 

NA 

NA 

2.8 

2.33 

2.33 

2.59 

11 

10 

average 

0.80 

2.4 

34 

5 

11.8 

6.08 

5.87 

7.02 

20 

5 

high 

1.80 

3.6 

30 

8 

'            5.6 

2.83 

2.87E 

3.37 

17 

25 

high 

0.64 

1.6 

23 

18 

18.2 

1.58 

1.58 

1.93 

22 

28 

high 

none 

NA 

NA 

NA 

0.80 

0.80 

1.16 

45 

19 

very  low 

1.00 

2.8 

125 

0 

6.5 

3.27 

3.27 

3.03 

-7 

15 

low 

0.80 

2.7 

24 

3 

12.1 

3.34 

3.34 

3.34 

0 

13 

high 

2.66 

7.9 

80 

5 

2.3 

1.41 

1.41 

1.77 

26 

21 

average 

0.44 

2.2 

31 

1 

6.6 

4.24 

4.24 

2.18 

-49 

3 

very  low 

none 

NA 

NA 

NA 

8.0 

2.06 

2.06 

2.41 

17 

13 

average 

1.28 

3.1 

62 

3 

2.1 

3.78 

3.78 

3.11 

-18 

17 

high 

0.60 

1.9 

16 

-23 

0.2 

0.13 

0.13 

1.37 

954 

11 

low 

none 

NA 

NA 

NA 

7.4 

2.74 

2.74 

3.14 

15 

8 

high 

0.72 

1.2 

26 

20 

14.7 

-27.04 

-27.04 

6.69 

NM 

26 

very  low 

3.28 

11.9 

NM 

4 

0.8 

0.45 

0.45 

6.36 

NM 

12 

high 

1.60 

3.7 

356 

21 

8.0    . 

5.79 

5.79 

0.55 

-91 

1 

NM 

none 

NA 

NA 

NA 

3.5 

2 .75 

2.75 

5.09 

85 

9 

average 

1.00 

1.9 

36 

-3 

18.0 

0.79 

0.61 

1.01 

66 

20 

high 

0.28 

1.2 

35 

47 

3.4 

1.67 

1.67 

2.03 

22 

18 

very  high 

0.20 

0.6 

12 

24 

,         14.1 

4.06 

4.06 

4.47 

10 

24 

high 

2.40 

4.5 

59 

22 

10.4 

3,16 

3.16 

3.34 

6 

6 

high 

0.84 

2.9 

27 

-4 

4.5 

4.25 

4.25 

5.04 

19 

27 

high 

1.10 

2.3 

26 

5 

10.8 

■ 

1.65 

1.65 

2.28 

38 

15 

high 

0.40 

1.4 

24 

13 

[i     31 

0.46 

0.46 

1.11 

141 

9 

average 

none 

NA 

NA 

NA 

NM 

-1.82 

-1.82 

0.18 

NM 

17 

very  low 

none 

NA 

NA 

NA 

4.3 

2.90 

2.90 

3.40 

17 

26 

very  high 

1.28 

3.3 

44 

14 

8.0 

1.91 

1.91 

2.11 

10 

12 

average 

1.00 

4.2 

52 

8 

55.0 

1.98 

1.98 

2.23 

13 

3 

high 

0.16 

1.0 

8 

0 

"" 
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How  Stone 
stacks  up. 


Over  the  past  ten  wars.  Stone  Container  has  stacked  i 
a  substantially  fester  growth  rate  than  the  paper  industry 
as  a  whole.  This  growth  is  reflected  in  stock  prices,  whk 
show  Stone  outperforming  the  S&P  500  as  well  as  the 
paper  industry,  even  after  last  ( )ctober  19th  and  its 
turbulent  aftermath. 

We  re  confident  that  these  tuains  have  resulted  from 
a  focused  strategy  n  >  grow  in  ( >ur  core  businesses — 


^ntainerboard,  corrugated  boxes,  and  bags — and  our 
lag-term  commitment  to  the  enhancement  of  share- 
J)lder  value. 

Ij  The  past  never  guarantees  the  future,  but  with  these 
indamentals  solidly  in  place  and  exceedingly  favorable 
Market  conditions  for  our  industry,  sales  and  earnings 
I  ould  achieve- record  highs  in  1988  and  beyond. 

Take  stock  of  Stone  Container. 


Stone 

Container 

Corporation 

INNOVATION  •  QUALITY  •  SERVICE 
Three  little  words,  one  big  commitment. 


I  ii 


The  Forbes  500s  on  Wall  Street 


Ticker 


Stock  price  • 

5-yeat      12-month 


Stock  performance 
—latest  12  months — 
price       relative  to 


Stock  price  ratios  ■ 

price/earnings 

5-year  latest  1988 


Company/fiscal  year  end 

symbol 

exch 

high 

low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

sale 

MCA/Dec 

MCA 

n 

65- 

22 

65-  30 

43% 

-10% 

101% 

37- 

8 

24.0 

20.5 

1.1 

McCaw  Cellular/Dec 

MCAWA 

0 

NA-NA 

26-   11* 

21'/2 

NA 

NA 

NA-NA 

NM 

NM 

16.0 

McDonald's/Dec 

MCD 

n 

61- 

17 

61-  31 

45  Vi 

-12 

99 

22- 

10 

15.7 

13.3 

1.7 

McDonnell  Douglas/Dec 

MD 

n 

91- 

46 

81-  55 

63% 

-20 

90 

13- 

6 

8.2 

7.7 

0.1 

McGraw-Hill/Dec 

MHP 

n 

85- 

34 

85-  43 

587s 

-16 

94 

27- 

13 

18.0 

16.0 

1.6 

MCI  Communications/Dec 

MCIC 

0 

29- 

5 

12-     6 

11V4 

64 

184 

38- 

12 

38.3 

20.2 

0.8 

McKesson/ Mar 

MCK 

n 

40- 

16 

40-  23 

30% 

-16 

94 

18- 

9 

14.9 

12.9 

0.1 

MCorp/Dec 

M 

n 

35- 

2 

11-     2 

2% 

-73 

30 

NM- 

5 

NM 

NM 

0.0 

Mead/Dec 

MEA 

n 

48- 

12 

48-  21 

38% 

10 

123 

33- 

6 

11.2 

11.0 

0.5 

Media  General/Dec 

MEGA 

a 

50- 

11 

50-  23 

46% 

51 

169 

35- 

9 

31.3 

24.9 

1.8 

Medtronic/Apr 

MDT 

n 

109- 

25 

109-  64 

95 

10 

123 

20- 

7 

15.8 

13.0 

2.0 

Mellon  Bank/Dec 

MEL 

n 

73- 

23 

56-  23 

29  Vi 

-46 

61 

NM- 

5 

NM 

8.9 

0.2! 

Melville/Dec 

MES 

n 

84- 

31 

84-  44 

67Vi 

-8 

103 

18- 

8 

12.8 

11.4 

0.6 

- 

Mercantile  Bancorp/Dec 

MTRC 

0 

37- 

16 

33-  17 

22H 

-32 

76 

NM- 

5 

NM 

7.1 

0.5 

Mercantile  Bkshs/Dec 

MRBK 

o 

47- 

13 

45-  28 

35% 

-20 

90 

16- 

6 

9.9 

9.2 

1.4 

: 

Mercantile  Stores  Ian 

MST 

n 

53- 

16 

53-  31 

43% 

-6 

105 

17- 

7 

12.4 

10.5 

0.7 

Merchants  National/Dec 

MCHN 

0 

41- 

7 

31-   18 

24% 

-16 

94 

36- 

5 

21.2 

8.3 

0.9 

Merck/Dec 

MRK 

n 

223-  39 

223-144 

160  Mi 

-2 

110 

36- 

12 

24.0 

18.9 

4.1 

Meridian  Bancorp/Dec 

MRDN 

0 

28- 

9 

26-  16 

19 

-25 

84 

13- 

5 

9.2 

8.2 

0.7 

Meritor  Financial  Group/Dec 

MTOR 

0 

13- 

4* 

11-     4 

6  Vi 

-37 

70 

NM- 

3* 

NM 

21.9 

0.1. 

Merrill  Lynch/Dec 

Ml  >■ 

n 

57- 

20 

46-  20 

24% 

-47 

60 

35- 

4 

6.8 

11.8 

0.1 

Fred  Meyer/|an 

MEYR 

0 

18- 

10* 

18-   10 

13M 

-16 

94 

15- 

7* 

10.3 

9.2 

0.1 

Michigan  National/Dec 

MNCO 

0 

50- 

11 

50-  35 

47 '/2 

13 

127 

10- 

7 

9.8 

7.9 

0.7 

Microsoft/lun 

MSFT 

o 

79- 

13' 

79-  37 

58  W 

29 

145 

61- 

13* 

34.7 

27.0 

6.7' 

Middle  South  UtHa/Dec 

MSU 

n 

17- 

8 

15-     8 

10 'A 

-28 

81 

8- 

3 

4.8 

4.7 

0.61 

Midlantic/Dec 

MM  'I 

0 

52- 

17 

50-  29 

40% 

-17 

93 

13- 

5 

9.3 

7.4 

1.0 

Millipore/Dec 

MIL 

o 

47- 

12 

47-  27 

39% 

-4 

107 

30- 

12 

23.5 

19.5 

2.1 

Minn  Mining  &  Mfg/Dec 

MMM 

n 

84- 

35 

84-  45 

64 

-3 

109 

22- 

11 

15.9 

14.1 

1.5 

Minnesota  Power/Dec 

MPL 

n 

35- 

12 

29-  20 

23% 

-13 

97 

13- 

6 

10.1 

9.3 

1.5 

MNC  Financial/Dec 

MNCF 

o 

51- 

13 

49-  31 

44% 

-8 

103 

12- 

5 

8.6 

8.1 

0.8 

Mobil/Dec 

Mi  ,|< 

n 

55- 

23 

55-  32 

45% 

-7 

104 

15- 

6 

14.8 

12.2 

0.3 

» 

Molex  Km 

MOLX 

o 

57- 

19 

57-  25 

44% 

-7 

104 

35- 

13 

22.2 

19.7 

4.9 

Monarch  Capital/Dec 

MON 

n 

91- 

28 

90-  39 

45 'A 

-49 

57 

18- 

7 

8.2 

8.0 

0.1 

Monsanto/Dec 

MTC 

n 

100- 

40 

100-  57 

83% 

7 

119 

15- 

7 

14.8 

12.2 

0.8 

Moore  Financial  'Dec 

MFGI 

0 

34- 

16 

30-  21 

27 

2 

115 

13- 

5 

12.0 

10.7 

0.6 

IP  Morgan  &  Co/Dec 

II'M 

n 

54- 

14 

54-  27 

33% 

-25 

84 

NM- 

5 

NM 

6.2 

0.8 

Murg.tr,  Manley  Group  1  >u 

MS 

n 

86- 

38* 

86-  38 

58% 

-23 

87 

11- 

4* 

6.5 

8.0 

0.4. 

Morrison  Knudsen/Dec 

MRN 

n 

56- 

26 

55-  30 

39% 

-16 

94 

NM- 

7 

NM 

12.2 

0.2 

Morion  1  hiokol/lun 

MTI 

n 

55- 

20 

55-  31 

44 

-8 

103 

18- 

7 

13.8 

13.1 

0.9 

Motor.  ! 

MOT 

n 

74- 

29 

74-  35 

48  Vi 

-14 

97 

73- 

9 

20.1 

14.3 

0.9 

Murphy  Oil 

Ml    i 

n 

43- 

20 

43-  21 

28  % 

-17 

93 

NM- 

5 

NM 

26.0 

0.6 

Nalco  Chemical 

NLC 

n 

46- 

21 

46-  24 

39% 

14 

128 

24- 

11 

19.5 

16.7 

1.8 

Nash  Find. 

NAFC 

o 

27- 

7 

27-  15 

22  Vi 

10 

123 

17- 

6 

12.7 

11.5 

0.1. 

Nation                       s'Dec 

NBCT 

o 

26- 

2 

10-     2 

2W 

-75 

28 

NM- 

7 

NM 

NM 

0.H 

^"— -'        -"■■ 

NCTY 

o 

38- 

10 

38-   24 

30 

-12 

99 

16- 

5 

12.8 

7.6 

0.8 

.    r,i 

0 

56- 

B 

56-  33 

41 

18 

132 

18- 

6 

12.3 

NA 

1.7 

Nil 

n 

38- 

10 

21-   10 

19% 

36 

153 

NM-NM 

NM 

15.1 

0.1 

NME 

n 

33- 

16 

31-   16 

23  Vi 

-17 

93 

22- 

8 

20.8 

9.4 

0.5 

NA  N     available 

1  iicabk 

MM  Not 

meaningful 

E   Estimate 

Stock  prices  as  of  Mar 

18,  1988 

280 

FORBES,  APRIL  25,  1! 

^^^^^^^^m 

\-: 

"'  ^vH 

indicated 
rate 

Dividends 

payout 
yield                 ratio 

5-year 

growth 

rate 

net 
profit 
margin 

latest 
12  months 

EPS 

1987 
EPS 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

5.3% 

$1.82 

$1.82 

$2.13 

17% 

16 

low 

$0.68 

1.6% 

37% 

5% 

NM 

-1.31 

-1.31 

-0.01 

NM 

1 

NM 

none 

NA 

NA 

NA 

11.3 

2.89 

2.89 

3.41 

18 

32 

very  high 

0.50 

1.1 

17 

19 

2.4 

7.75 

7.75 

8.32 

7 

25 

average 

2.56 

4.0 

33 

9 

9.4 

3.27 

3.27 

3.68 

13 

19 

high 

1.84 

3  1 

56 

11 

2.2 

0.30 

0.30 

0.57 

90 

27 

low 

none 

NA 

NA 

NA 

1.2 

2.07 

2.10E 

2.40 

14 

9 

very  high 

1.28 

4.1 

62 

2 

NM 

-6.46 

-6.46 

^3.38 

NM 

13 

very  low 

none 

NA 

NA 

NA 

5.2 

3.47 

3.47 

3.54 

2 

20 

average 

0.66 

1.7 

19 

7 

6.0 

1.50 

1.50 

1.88 

25 

11 

high 

0.34 

0.7 

23 

6 

13.8 

6.03 

6.27E 

7.29 

16 

15 

very  high 

1.04 

1.1 

17 

6 

NM 

^1.19 

-31.19 

3.29 

NM 

19 

very  low 

1.40 

4.8 

NM 

-3 

4.8 

5.25 

5.25 

5.89 

12 

17 

high 

2.10 

3.1 

40 

12 

NM 

-1.53 

-1.53 

3.12 

NM 

9 

average 

1.40 

6.3 

NM 

4 

14.7 

3.60 

3.60 

3.87 

7 

7 

average 

1.20 

3.4 

33 

13 

6.0 

3.52 

3.52 

4.17 

18 

5 

very  high 

0.70 

1.6 

20 

14 

4.4 

1.17 

1.17 

2.97 

154 

6 

high 

0.80 

3.2 

68 

23 

17.9 

6.68 

6.68 

8.48 

27 

40 

very  high 

3.84 

2.4 

57 

16 

9.0 

2.07 

2.07 

2.32 

12 

9 

very  high 

1.10 

5.8 

53 

13 

NM 

-11.30 

-11.30 

0.28 

NM 

6 

very  low 

none 

NA 

NA 

NA 

3.7 

3.58 

3.58 

2.06 

-M 

13 

very  low 

1.00 

4.1 

28 

4 

1.7 

1.31 

1.31 

1.46 

11 

8 

high 

none 

NA 

NA 

NA 

8.1 

4.85 

4.85 

6.01 

24 

9 

average 

1.80 

3.8 

37 

0 

20.3 

1.68 

1.30 

2.16 

66 

23 

average 

none 

NA 

NA 

NA 

12.4 

2.10 

2.10 

2.14 

2 

22 

average 

none 

NA 

NA 

NA 

10.5 

4.40 

4.40 

5.52 

25 

15 

very  high 

1.48 

3.6 

34 

13 

9.0 

1.70 

1.70 

2.04 

20 

17 

very  high 

0.32 

0.8 

19 

12 

9.7 

4.02 

4.02 

4.55 

13 

24 

very  high 

2.12 

3.3 

53 

3 

16.4 

2.34 

2.34 

2.53 

8 

14 

average 

1.72 

7.3 

74 

9 

9.3 

5.19 

5.19 

5.55 

7 

20 

high 

1.56 

3.5 

30 

23 

2.5 

3.06 

3.06 

3.72 

22 

44 

average 

2.20 

4.8 

72 

1 

22.2 

1.99 

1.72 

2.25 

31 

9 

very  high 

0.03 

0.1 

2 

4 

2.2 

5.52 

5.52 

5.66 

3 

11 

low 

none 

NA 

NA 

NA 

5.7 

5.63 

5.63 

6.86 

22 

26 

high 

2.80 

3.4 

50 

10 

5.3 

2:25 

2.25 

2.53 

12 

7 

high 

1.20 

4.4 

53 

5 

1.2 

0.39 

0.39 

5.43 

NM 

31 

average 

1.50 

4.4 

385 

11 

7.3 

8.99 

8.99 

7.28 

-19 

11 

average 

0.90 

1.5 

10 

0 

NM 

-5.51 

-5.51 

3.24 

NM 

7 

low 

1.48 

3.7 

NM 

3 

7.0 

3.19 

2.90 

3.35 

16 

20 

very  high 

0.84 

1.9 

26 

3 

4.6 

2.39 

2.39 

3.37 

41 

35 

low 

0.64 

1.3 

27 

4 

NM 

-1.29 

-1.29 

1.08 

NM 

17 

low 

1.00 

3.6 

NM 

0 

9.5 

2.03 

2.03 

2.38 

17 

14 

average 

1.20 

3.0 

59 

-5 

1.0 

1.75 

1.75 

1.93 

10 

3 

high 

0.66 

3.0 

38 

1 

NM 

-5.41 

-5.41 

-2.12 

NM 

4 

very  low 

none 

NA 

NA 

NA 

6.6 

2.34 

2.34 

3.94 

68 

23 

high 

1.44 

4.8 

62 

12 

13.9 

3.34 

3.34 

NA 

NA 

NA 

NA 

1.00 

2.4 

30 

11 

NM 

-0.75 

0.67E 

1.31 

96 

6 

very  low 

0.25 

1.3 

NM 

2 

2.7 

1.11 

2.19E 

2.47 

13 

21 

average 

0.64 

2.8 

58 

4 

',  Sources  William  O'Neil  &  Co. 

The  Institutional  Brokers  Esttmate  System  (IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Micro/Scan  from 

Lotus  CD  Investment;  Forbes. 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  - 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

w 

recent 

5-year          latest 
high-low    12  months 

1988 
est 

price,  ■ 
sales  4 

Natl  Semiconductor/May 

NSM 

n 

22-     8 

22- 

10 

12% 

-21% 

89% 

NM- 

13 

NM 

11.7 

0.66  T 

National  Service/ Aug 

NSI 

n 

29-  11 

28- 

17 

24 

-9 

102 

19- 

9 

15.1 

13.7 

0.88^ 

Navistar  Intl/Oc  t 

NAV 

n 

15-     3 

9- 

3 

5% 

-19 

91 

10- 

5 

9.8 

8.3 

0.41  1 

NBD  Bancorp/Dec 

NBD 

n 

40-   11 

40- 

26 

35% 

-3 

108 

12- 

5 

10.3 

7.8 

0.86 

NCNB/Dec 

NCB 

n 

29-  11 

29- 

16 

20'A 

-24 

85 

12- 

6 

10.1 

7.4 

0.70  J 

NCR/Dec 

NCR 

n 

87-  21 

87- 

50 

61's 

-9 

102 

21- 

7 

13.7 

11.6 

0.92 

New  England  Electric/Dec 

NES 

n 

35-  14 

30- 

20 

22  V4 

-23 

87 

12- 

5 

7.3 

7.7 

0.86 

NY  State  E&G/Dec 

NGE 

n 

39-  15 

30- 

20 

22 

-26 

83 

48- 

4 

31.4 

8.0 

0.95 

New  York  Times/Dec 

NYTA 

a 

50-  11 

50- 

25 

315/8 

-32 

76 

28- 

10 

16.1 

13.8 

1.53 

Newmont  Miningt/Dec 

NEM 

n 

102-  16 

102- 

25 

34  Vk 

58 

177 

7- 

5 

6.5 

20.2 

4.52 

Niagara  Mohawk  Power/Dec 

NMK 

n 

26-   11 

18- 

11 

13% 

-18 

92 

NM- 

4 

NM 

7.6 

0.68 

Nicor/Dec 

GAS 

n 

35-   19 

33- 

20 

28% 

-13 

98 

11- 

7 

10.7 

9.7 

0.59 ' 

Nipsco  Industries/Dec 

NI 

n 

15-     8 

13- 

8 

11 

-8 

103 

25- 

6 

20.8 

9.6 

0.55 

Nordstrom/Jan 

NOBE 

o 

41-     7 

41- 

16 

25 'A 

-11 

100 

40- 

12 

22.6 

19.3 

1.08  \ 

Norfolk  Southern/Dec 

NSC 

n 

38-   16 

38- 

21 

30 '/4 

-7 

104 

42- 

6 

33.2 

10.8 

1.38 

Northeast  Bancorp/Dec 

NBIC 

o 

62-   17 

61- 

39 

44 

-25 

84 

16- 

6 

11.0 

10.2 

1.13  J 

Northeast  Savings  FA/Mar 

NSB 

n 

28-     6 

27- 

8 

17 

-30 

79 

33- 

2 

32.7 

8.9 

0.15  1 

Northeast  Utilities/Dec 

NU 

n 

28-   11 

27- 

18 

20% 

-21 

89 

13- 

4 

9.7 

8.9 

1.06  I 

No  States  Power/Dec 

NSP 

n 

40-   15 

36- 

26 

32% 

-6 

105 

14- 

6 

10.8 

10.3 

1.14  J 

Northern  Trust/Dec 

NTRS 

o 

51-   17 

51- 

30 

42% 

1 

113 

NM- 

10 

NM 

9.3 

0.77  J 

Northrop/Dec 

M  ii 

n 

57-  22 

53- 

25 

u 

-38 

70 

58- 

8 

15.4 

7.5 

0.24  Y 

No'western  Natl  Life/Dec 

NWNL 

0 

37-  16 

30- 

21 

26% 

-5 

106 

29- 

6 

7.9 

6.6 

0.23  | 

Norton/Dec 

NRT 

n 

61-  31 

61- 

32 

47% 

4 

117 

16- 

10 

16.1 

13.8 

0.79 1 

Norwest/Dec 

NOB 

n 

48-  22 

48- 

32 

43% 

6 

119 

NM- 

6 

NM 

7.7 

0.561! 

Noxell/Dec 

NOXLB 

o 

34-     7 

34- 

17 

23'/: 

-18 

92 

32- 

12 

21.8 

17.9 

1  M4 

Nucor/Dec 

MM 

n 

50-   17 

50-  30 

43  VS 

24 

139 

24- 

9 

18.2 

16.2 

1.08  j 

NWA/Dec 

NWA 

n 

76-  31 

74- 

31 

44 

-35 

73 

25- 

8 

12.3 

10.8 

0.25  J 

Nynex/Dec 

NYN 

n 

78-  29* 

78- 

58 

68 

-2 

110 

12- 

7* 

10.9 

10.1 

1.13  J 

Occidental  Petroleum/Dec 

OXY 

n 

40-   18 

40- 

22 

27 

-19 

90 

35- 

6 

34.6 

23.1 

0.34 

Ogden  1  'a 

OG 

n 

45-   12 

45- 

18 

31 

-11 

100 

48- 

9 

23.0 

18.7 

1.41  , 

Ohio  Casualty  l 

OCAS 

o 

49-   17 

49- 

34 

35  W 

-27 

82 

23- 

8 

11.0 

7.5 

049 

Ohio  Edison/Dec 

OEC 

n 

23-     9 

23- 

17 

19'h 

-11 

100 

9- 

4 

8.0 

8.7 

1.64 

Oklahoma  G&E/Dcc 

OGE 

n 

39-   18 

35- 

28 

31% 

-7 

104 

15- 

7 

12.2 

10.8 

1.26 

Old  Kent  Financial/Dec 

OKEN 

o 

27-     7 

26- 

18 

24 

-A 

108 

10- 

5 

8.5 

8.8 

0.94 

Old  Republic  Intl/Dcc 

OLDR 

o 

38-   19 

30- 

19 

24% 

-A 

108 

15- 

4 

4.9 

5.2 

0.37 

Old  Stone/I  tec 

OSTN 

o 

34-   16 

31- 

17 

i9y4 

-29 

79 

32- 

6 

28.2 

5.4 

0.31 

Olin/Dcc 

OLN 

n 

56-  25 

56- 

33 

52 

4 

117 

15- 

7 

15.4 

12.0 

0.59 

Otacli  Systems/May 

ORCL 

o 

19-     3* 

19- 

8 

17W 

65 

185 

49- 

13* 

48.6 

20.3 

11.08 

Outboard  Marine/Sep 

OM 

n 

39-   16 

38- 

16 

S1V» 

-8 

103 

51- 

5 

10.5 

11.0 

0.45 

Owens-Corning 

OCF 

n 

83-     9 

32- 

9 

20% 

-21 

88 

4- 

4 

3.9 

6.5 

0.29 

Paccjr 

PCAR 

o 

78-  39 

78- 

44 

74'/!; 

31 

147 

32- 

6 

11.9 

9.6 

Ovi 

Pacific  Enterprises/Dec 

PET 

n 

61-  30 

61- 

46 

A9Vi 

-15 

95 

43- 

6 

12.0 

11.9 

0.55 

Pacific  First  Finl 

ills 

o 

27-     7 

26- 

9 

13% 

-49 

57 

4- 

2 

3.6 

4.9 

0.22 

Pacific  (. 

rcc 

n 

28-   12 

26- 

15 

16% 

-31 

77 

15- 

5 

12.9 

12.4 

0.90 

PAC 

n 

34-   13" 

34- 

23 

291/4 

6 

119 

16- 

T 

13.2 

10.4 

1.37 

PPW 

n 

39-  20 

37- 

27 

u 

-6 

106 

12- 

5 

9.4 

9.2 

1.10 

PFW 

n 

49-   13 

38- 

13 

17'/! 

-54 

52 

62- 

6 

7.8 

13.2 

0.21 

PLl 

a 

35-   14 

35- 

20 

30V« 

-6 

105 

33- 

15 

22.8 

20.0 

2.79 

Inalrj  reported,  adjusted  lor  spliLs  suck  pt'rformancv  includes  value  of  >|x.-cial  distributions.    NA:  Not 
■  .'i  Mai    18,  1988 


availahl 
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Kfr 

, 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

indicated 
rate 

Dividends 

payout 
yield                 ratio 

5-year 

growth 

rate 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 
EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

NM 

$-0.14 

S0.47E 

$1.09 

132% 

21 

low 

none 

NA 

NA 

NA 

5.8% 

1.59 

1.54 

1.75 

14 

5 

very  high 

$0.76 

3.2% 

48% 

10% 

4.9 

0.60 

0.50 

0.71 

42 

16 

very  low 

none 

NA 

NA 

NA 

8.2 

3.47 

3.47 

4.57 

32 

19 

high 

1.32 

3.7 

38 

6 

6.8 

2.03 

2.03 

2.76 

36 

31 

high 

0.92 

4.5 

45 

14 

7.4 

4.51 

4.51 

5.32 

18 

32 

high 

1.24 

2.0 

27 

10 

11.7 

3.05 

3.05 

2.89 

-5 

23 

low 

2.04 

9.2 

67 

6 

4.1 

0.70 

0.70 

2.76 

294 

18 

high 

2.00 

9.1 

286 

2 

9.5 

1.96 

1.96 

2.30 

17 

25 

high 

0.44 

1.4 

22 

21 

66.1 

5.28 

5.28 

1.71 

-68 

19 

very  low 

0.60 

1.7 

11 

3 

2.2 

0.05 

0.05 

1.80 

NM 

23 

average 

1.20 

8.7 

NM 

-9 

5.8 

2.68 

2.68 

2.96 

10 

9 

average 

1.80 

6.3 

67 

-13 

4.5 

0.53 

0.53 

1.14 

115 

22 

low 

0.60 

5.5 

113 

0 

4.8 

1.13 

1.13 

1.32 

17 

28 

average 

0.22 

0.9 

19 

18 

4.2 

0.91 

-  0.91 

2.80 

208 

26 

average 

1.20 

4.0 

132 

5 

10.7 

4.01 

4.01 

4.30 

7 

1 

NM 

1.40 

3.2 

35 

6 

1.7 

0.52 

1.04E 

1.92 

85 

3 

very  low 

0.60 

3.5 

115 

0 

11.0 

2.11 

2.11 

2.30 

9 

21 

average 

1.76 

8.6 

83 

6 

11.6 

3.01 

3.01 

3.15 

5 

25 

very  high 

2.02 

6.2 

67 

10 

NM 

-4.77 

^.77 

4.61 

NM 

7 

high 

1.00 

2.3 

NM 

1 

1.6 

2.01 

2.01 

4.14 

106 

21 

low 

1.20 

3.9 

60 

22 

2.9 

3.40 

3.40 

4.08 

20 

9 

very  high 

0.96 

3.6 

28 

6 

4.9 

2.97 

2.97 

3.47 

17 

9 

high 

2.00 

4.2 

67 

0 

NM 

-1.31 

-1.31 

5.64 

NM 

25 

average 

1.80 

4.1 

NM 

0 

8.9 

1.08 

1.08 

1.31 

21 

19 

high 

0.40 

1.7 

37 

19 

1          59 

2.39 

2.39 

2.68 

12 

12 

average 

0.40 

0.9 

17 

18 

2.0 

3.59 

3.59 

4.08 

14 

26 

very  low 

0.90 

2.0 

25 

3 

10.6 

6.26 

6.26 

6.71 

7 

29 

very  high 

3.80 

5.6 

61 

30 

1.1 

0.78 

0.78 

1.17 

50 

32 

very  low 

2.50 

9.3 

321 

0 

6.3 

1.35 

1.35 

1.66 

23 

9 

high 

1.10 

3.5 

81 

2 

4.6 

3.21 

3.21 

4.67 

45 

21 

average 

1.88 

5.3 

59 

7 

23.2 

2.40 

2.40 

2.19 

-9 

22 

average 

1.96 

10.2 

82 

2 

10.7 

> 

2.60 

2.60 

2.93 

13 

23 

high 

2.28 

7.2 

88 

0 

11.8 

2.81 

2.81 

2.74 

-2 

8 

very  high 

0.S6 

3.6 

31 

15 

9.4 

5.09 

5.09 

4.75 

-7 

1 

NM 

0.74 

3.0 

15 

5 

'    3.0 

0.70 

0.70 

3.68 

426 

3 

high 

1.56 

7.9 

223 

2 

4.0 

3.38 

3.38 

4.34 

28 

14 

average 

1.60 

3.1 

47 

6 

12.5 

0.36 

0.53E 

0.86 

62 

5 

average 

none 

NA 

NA 

NA 

4.0 

3.07 

2.56 

2.93 

14 

8 

low 

0.72 

2.2 

23 

5 

7.6 

5.30 

5.30 

3.16 

-40 

13 

low 

none 

NA 

NA 

NA 

4.6 

6.26 

6.26 

7.73 

23 

11 

low 

3.10 

4.2 

50 

14 

4.7 

4.14 

4.14 

4.15 

0 

20 

average 

3.48 

7.0 

84 

17 

6.0 

3.75 

3.75 

2.75 

-27 

6 

low 

0.50 

3.7 

13 

0 

8.3 

1.29 

1.29 

1.34 

4 

27 

low 

1.92 

11.5 

149 

5 

10.4 

2.21 

2.21 

2.81 

27 

27 

high 

1.76 

6.0 

80 

33 

12.3 

3.60 

3.60 

3.70 

3 

28 

high 

2.52 

7.4 

70 

-1 

3.1 

2.25 

2.25 

1.33 

-41 

10 

very  low 

0.52 

3.0 

23 

7 

12.1 

1.33 

1.31 

1.52 

16 

15 

very  high 

0.40 

1.3 

30 

8 

Sources  William  O'Neil  &  Co. 

! 

The  Institutional  Brokers  Estimate  System  (IBES),  a  senice  ofLynd),  Jones 

&  Ryan  via  Micro  Scan  from 

Lotus  CD  Investment:  Forbes. 
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Although  you  don't  Know  it, 

me  you  drive  your  car 

fr  tczing  dawn,  we're 

til  you. 
most  certainly  salt 
mined  or  panned  by  us  that 


melts  the  ice  off  your  roads. 

The  brakes,  and  the  tyres 
that  pull  you  smoothly  and 
safely   through  frozen   bends, 
were  toughened  with  our  fibres. 

And  if,  heaven  forbid,  you 


should  ever  be  as  unlucky  as 
the  man  in  the  picture,  it  may 
be  a  seat  belt  made  from  our 
polyester  that  saves  your  life. 

Of  course  you  are  not  to 
know  that  we  are  the  world's 


biggest  producer  of  IP 
and  industrial  yarns.  • 
never  told  anyone  bet 

We've  never  talkilT 
our  cancer  research,' 
and  hepatitis  diagno 


• 


A 


A 


§ 


c  fie  fact  that  our  dialysis 
\ i are  keeping  thousands 
J,  ey  patients  alive. 
'I,  act,  although  we  are  one 
World's  largest  chemical 
f,iies,  68,000  strong,  at 


work  in  50  countries,  turning 
over  eight  billion  US  dollars  a 
year,  you're  unlikely  to  have 
heard  of  us. 

Well,  we  Dutch  are  a  rather 
modest  bunch.  (Sorry,  didn't 


we  mention  we  were  Dutch?) 

But  you  can  always  look  at 
it  another  way:  for  a  twenty 
year  old  company  to  achieve 
success  on  this  scale  is  not  just 
unusual.  It's  unheard  of. 
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The  Forbes  500s  on  Wall  Street 


Company /fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  - 
12-month 
high-low 

Stock  performance 
—latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

-1 

recent 

5-year          latest 
high-low   12  months 

1988 
est 

pric 
sal, 

Pan  Am/Dec 

PN 

n 

10-     3 

6-     3 

2% 

-34% 

74% 

NM- 

10 

NM 

NM 

0.1 

Panhandle  Eastern/Dec 

PEL 

n 

50-  18 

35-  18 

25% 

-22 

88 

13- 

7 

12.7 

15.0 

0.8 

Parker-Hanni  fin/Jim 

PH 

n 

49-  16 

49-  25 

37% 

8 

121 

25- 

9 

18.6 

15.5 

0.8 

Payless  Cashways/Nov 

PCI 

n 

35-   10 

27-  10 

15!/8 

-41 

66 

31- 

11 

18.7 

10.5 

0.2 

Penn  Centralt/Dec 

PC 

n 

46-   11 

30-  19 

227s 

4 

116 

61- 

7 

49.7 

18.3 

1.1 

Pennbancorp/Dec 

PNBA 

0 

38-     9 

35-  19 

24 

-25 

84 

17- 

6 

9.5 

8.7 

1.0 

JC  Penney/Jan 

JCP 

n 

66-  22 

66-  37 

48 

-4 

108 

18- 

7 

11.7 

9.1 

0.4 

Pennsylvania  P&L/Dec 

PPL 

n 

43-  20 

41-  29 

35% 

-10 

101 

15- 

6 

10.8 

10.5 

1.2 

Pennzoil/Dec 

PZL 

n 

95-  25 

95-  39 

78 

-4 

108 

NM- 

6 

NM 

38.8 

1.8 

PepsiCo/Dec 

PEP 

n 

42-   11 

42-  26 

35 

0 

112 

23- 

9 

15.5 

13.3 

0." 

Perkin-Elmer/|ul 

PKN 

n 

41-  18 

41-  19 

27'/. 

-23 

87 

NM- 

11 

NM 

16.1 

0.8 

Perpetual  Savings/Oct 

PASB 

0 

20-     4 

15-     7 

7% 

-47 

59 

22- 

4 

4.3 

5.1 

0.2 

Pfizer/Dec 

PFE 

n 

77-  29 

77-  41 

55'/4 

-27 

82 

19- 

10 

13.5 

12.1 

1.8 

Phelps  Dodge/Dec 

PD 

n 

56-  13 

56-  24 

42 

35 

152 

9- 

5 

9.1 

5.4 

0.8 

PHH  Group/Apr 

PHH 

n 

47-   18 

45-  26 

32'/. 

-17 

93 

21- 

8 

12.5 

11.0 

0.3' 

Philadelphia  Elec/Dec 

PE 

n 

26-     9 

24-   17 

19% 

-16 

94 

10- 

3 

8.3 

8.3 

1.2 

Philip  Morris  Cos/Dec 

MO 

n 

125-  28 

125-  77 

94Vs 

10 

124 

17- 

7 

12.1 

9.6 

1.0 

Phillips  Petroleum/Dec 

P 

n 

19-     8 

19-   10 

17% 

17 

131 

NM- 

4 

NM 

19.6 

0.3 

Pillsbury/May 

PSY 

n 

49-   13 

49-  28 

43 

-2 

110 

22- 

8 

17.7 

14.7 

0.5 

Pinnacle  West/Dec 

PNW 

n 

33-  15 

33-  26 

27% 

-13 

97 

10- 

4 

8.6 

8.9 

1.2 

Pioneer  Hi-Bred  Intl/Aug 

PHYB 

o 

44-  23 

40-  24 

34% 

-4 

107 

25- 

9 

21.2 

14.3 

1.3  "J] 

Pitney  Bowes/Dec 

PBI 

n 

50-   13 

50-  30 

46  V* 

2 

114 

21- 

8 

18.3 

15.6 

1.5 

PNC  Financial/Dec 

PNC 

n 

51-   17 

51-  33 

40% 

-13 

97 

17- 

6 

13.8 

7.8 

1.0 

Polaroid/Dec 

PRD 

n 

43-   12 

41-   17 

34  '/4 

1 

113 

42- 

9 

18.2 

17.2 

1.2 

Portland  General/Dec 

PGN 

n 

37-   13 

28-  21 

22% 

-17 

93 

14- 

4 

13.5 

10.9 

1  3 

Potlatch  lVi 

PCH 

n 

42-   13 

42-  21 

33% 

-17 

93 

22- 

7 

10.6 

9.7 

0.9 

Potomac  Electric/Dec 

POM 

n 

30-     9 

25-   18 

22% 

-7 

104 

15- 

6 

10.6 

10.3 

1.5 

PPG  Industries/Dec 

PPG 

n 

54-   12 

54-  28 

40  V» 

-16 

95 

19- 

6 

12.6 

11.4 

0.8 

1 .   mark  Inil  Dec 

PMI 

n 

32-   19' 

32-   19 

31 

24 

139 

NM-NM* 

14.9 

11.5 

0.4 

Premier  Bancorp/Dec 

PRBC 

0 

19-     5 

10-     5 

5 

-43 

64 

NM- 

9 

NM 

23.8 

i.i: 

Premier  Industrial/May 

PRE 

n 

33-  11 

33-  21 

30 

16 

130 

26- 

14 

23.8 

18.3 

2.6 

Price  Co/Aug 

PC  LB 

o 

56-   11 

53-  24 

39  »/4 

-22 

88 

67- 

14 

23.6 

20.0 

0.5 

Prime  Computer/Dec 

PRM 

n 

31-   12 

31-   12 

16% 

-22 

87 

35- 

9 

12.8 

11.8 

0  8 

Prime  Motor  Inns/Iun 

PDQ 

n 

46-     7 

46-  21 

40 '/2 

-2 

110 

37- 

12 

22.4 

19.3 

5.1 

Primerica  1  >« 

PA 

n 

54-   17 

53-  22 

30% 

-40 

67 

16- 

9 

9.2 

8.6 

0.4 

Procter  &  Gamble/|un 

PG 

n 

104-  46 

104-  60 

82 

-13 

98 

55- 

9 

29.7 

14.0 

n- 

Progressive/Dec 

PGR 

o 

39-     8 

35-  26 

28  Vs 

-7 

1(14 

22- 

8 

9.1 

8.4 

0  8 

Provident  Life  &  Ace/Dec 

PACCB 

o 

33-   14 

27-   14 

20 

-24 

85 

60- 

5 

8.0 

13.2 

0.3 

Public  Service  Colo/Dec 

PSR 

n 

24-   16 

23-   17 

21% 

3 

115 

16- 

7 

8.7 

9.3 

0.6 

Public  Service  Ind/Dec 

PIN 

n 

27-     7 

18-   11 

13% 

-22 

88 

11- 

2 

5.6 

5.7 

06 

Public  Service  NH/Dec 

PNH 

n 

20-     2 

9-     2 

3  V* 

-59 

46 

NM- 

1 

NM 

1.7 

n.i 

Public  Service  NM/Dec 

PNM 

n 

39-   17 

38-   17 

18'/8 

-52 

54 

20- 

6 

9.1 

8.2 

i.i 

Pub  Svc  Enterprise 'Dec 

PEG 

n 

32-   13 

28-  20 

24W 

-11 

99 

16- 

5 

9.5 

9.4 

i.i 

Puget  Sound  Bancorp/Dec 

PSNB 

0 

29-     8 

29-   15 

19'/4 

-34 

74 

21- 

5 

16.5 

7.6 

0.8 

Pugct  Sound  Pit  1    Dec 

PSD 

n 

25-     9 

22-   18 

19'A 

-6 

105 

14- 

5 

9.2 

9.5 

:  4 

Qu                  iun 

OAT 

n 

58-   11 

58-  28 

47% 

0 

112 

24- 

8 

18.2 

15.0 

ji- 

QU3! 

CUE 

n 

93-  23 

93-  49 

89% 

38 

155 

37- 

11 

11.6 

9.5 

ic 

RAL 

n 

94-  20 

94-  58 

76% 

-5 

106 

23- 

8 

14.7 

13.6 

0  8 

.in  originally  repotted,  adjusted  foi 
ingful                         Su>                    1  Mar  is.  I9kh 

splits  suck 

performance  lm  ludes  value  of 

special  distributions 

NA  Not  availal 

FORBES,  APRIL  25,  11 


net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

indicated 
rate 

Dividends 

payout 
yield                 ratio 

5-year 

growth 

rate 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 
EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

NM 

$-1.91 

$-1.91 

$-0.40 

NM 

15 

very  low 

none 

NA 

NA 

NA 

6.9% 

2.04 

2.04 

1.73 

-15% 

18 

very  low 

$2.00 

7.7% 

98% 

-3% 

4.6 

2.02 

1.88 

2.42 

29 

17 

high 

0.84 

2.2 

42 

7 

1.6 

0.81 

0.81 

1.44 

78 

19 

average 

0.16 

1.1 

20 

3 

2.5 

0.46 

0.46 

1.25 

172 

5 

very  low 

0.05 

0.2 

11 

0 

10.7 

2.52 

2.52 

2.77 

10 

3 

very  high 

1.00 

4.2 

40 

10 

4.0 

4.11 

4.11 

5.26 

28 

28 

high 

1.48 

3.1 

36 

5 

14.5 

3.32 

3.32 

3.39 

2 

21 

high 

2.76 

7.7 

83 

3 

2.5 

0.69 

0.69 

2.01 

191 

27 

very  low 

2.20 

2.8 

319 

0 

5.2 

2.26 

2.26 

2.64 

17 

28 

very  high 

0.68 

1.9 

30 

6 

NM 

-0.20 

-0.40 

1.69 

NM 

21 

average 

0.60 

2.2 

NM 

6 

6.5 

1.81 

1.10 

1.52 

38 

4 

low 

none 

NA 

NA 

NA 

14.0 

4.08 

4.08 

4.56 

12 

40 

very  high 

2.00 

3.6 

49 

11 

9.3 

4.62 

4.62 

7.84 

70 

21 

very  low 

0.60 

1.4 

13 

0 

2.8 

2.59 

2.64E 

2.93 

11 

6 

very  high 

1.08 

3.3 

42 

5 

17.1 

2.33 

2.33 

2.33 

0 

25 

average 

2.20 

11.4 

94 

1 

8.3 

7.75 

7.75 

9.84 

27 

30 

very  high 

3.60 

3.8 

46 

21 

0.3 

0.06 

0.06 

0.91 

NM 

39 

very  low 

0.60 

3.4 

NM 

-6 

3.4 

2.43 

2.48E 

2.93 

18 

21 

high 

1.12 

2.6 

46 

13 

13.9 

3.21 

3.21 

3.11 

-3 

19 

average 

2.80 

10.1 

87 

2 

6.2 

1.64 

1.69 

2.43 

44 

10 

low 

1.04 

3.0 

63 

11 

8.9 

2.53 

2.53 

2.96 

17 

16 

very  high 

0.92 

2.0 

36 

10 

7.6 

2.96 

2.96 

5.22 

76 

26 

high 

1.68 

4.1 

57 

14 

6.6 

1.88 

1.88 

1.99 

6 

23 

low 

0.60 

1.8 

32 

1 

10.2 

1.69 

1.69 

2.09 

24 

18 

average 

1.96 

8.6 

116 

3 

8.8 

3.13 

3.13 

3.42 

9 

13 

average 

0.92 

2.8 

29 

4 

15.6 

2.11 

2.11 

2.18 

3 

25 

high 

1.38 

6.2 

65 

6 

7.3 

3.19 

3.19 

3.51 

10 

17 

average 

1.20 

3.0 

38 

16 

3.3 

2.08 

2.08 

2.69 

29 

9 

average 

0.32 

1.0 

15 

0 

NM 

-0.75 

-0.75 

0.21 

NM 

7 

very  low 

none 

NA 

NA 

NA 

11.5 

1.26 

1.44E 

1.64 

14 

9 

very  high 

0.40 

1.3 

32 

12 

2.3 

1.66 

1.50 

1.96 

31 

17 

high 

none 

NA 

NA 

NA 

6.7 

1.32 

1.32 

1.43 

8 

36 

average 

none 

NA 

NA 

NA 

23.5 

1.81 

1.59 

2.10 

32 

8 

high 

0.08 

0.2 

4 

8 

5.3 

3.35 

3.35 

3.56 

6 

10 

average 

1.60 

5.2 

48 

4 

2.7 

2.76 

1.87 

5.86 

213 

20 

high 

2.80 

3.4 

101 

4 

9.0 

3.10 

3.10 

3.33 

7 

13 

high 

0.40 

1.4 

13 

43 

3.7 

2.51 

2.51 

1.52 

-39 

12 

low 

0.84 

4.2 

33 

8 

8.7 

2.49 

2.49 

2.33 

-6 

25 

average 

2.00 

9.2 

80 

4 

13.6 

2.33 

2.33 

2.31 

-1 

21 

average 

none 

NA 

NA 

NA 

NM 

-3.44 

-3.44 

2.03 

NM 

3 

very  high 

none 

NA 

NA 

NA 

13.8 

2.00 

2.00 

2.20 

10 

16 

low 

2.92 

16.1 

146 

1 

12.4 

2.55 

2.55 

2.59 

2 

30 

high 

2.00 

8.2 

78 

4 

5.2 

1.17 

1.17 

2.53 

116 

4 

high 

0.80 

4.2 

68 

13 

16.5 

2.13 

2.13 

2.06 

-3 

14 

high 

1.76 

9.0 

83 

-10 

4.3 

2.63 

2.36 

3.18 

35 

29 

very  high 

1.00 

2.1 

38 

14 

9.8 

7.75 

7.75 

9.48 

22 

15 

very  low 

2.20 

2.5 

28 

-5 

6.1 

5.21 

7.27 

5.64 

-22 

25 

high 

1.50 

2.0 

29 

10 

Sources  William  O'Neil  &  Co 
1 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Micro/Scan  from 

Lotus  CD  Investment.  Forbes 

* 

*BES,  APRIL  25,  1988 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year  end 


Stock  price 

Ticker  5-year      12-month 

symbol  exch        high-low     high-low       recent 


Stock  performance 
—latest  12  months — 
price       relative  to 
change        market 


■  Stock  price  ratios  - 


price/earnings- 

5- year  latest  1988 

high-low    12  months        est 


Society  tor  Livings/Dec 
So 


S<! 


socs 


26-    4* 


26-  13 


18 


-22 


88 


26-     5* 


6.5 


5.7 


price 
sale!. 


Raychem/Jun 

RYC 

n 

55- 

16 

55-  30 

52% 

48% 

166% 

31- 

11 

19.4 

17.4 

1.85"*" 

Raytheon/Dec 

RTN 

n 

85- 

35 

85- 

57 

695/8 

-17 

93 

17- 

9 

11.4 

9.8 

0.62 

Reebok  International/Dec 

RBK 

n 

25- 

3* 

25- 

7 

16  V* 

-23 

87 

20- 

5* 

10.9 

9.1 

1.32 

Reliance  Group/Dec 

REL 

n 

12- 

5* 

12- 

5 

7% 

-22 

87 

12- 

3* 

4.4 

6.4 

0.16 

Republic  New  York/Dec 

RNB 

n 

58- 

21 

55- 

36 

44 

-19 

90 

69- 

6 

68.8 

8.0 

0.79 

Reynolds  Metals/Dec 

RLM 

n 

62- 

13 

62- 

28 

46 

42 

159 

12- 

5 

11.6 

8.6 

0.5£ 

Riggs  National/Dec 

RIGS 

0 

42- 

14 

34- 

17 

21'/2 

-36 

72 

NM- 

6 

NM 

8.6 

0.66 

Rite  Aid/Feb 

RAD 

n 

46- 

17 

46- 

29 

36'/2 

-7 

104 

23- 

11 

11.3 

13.3 

0.66 

RJR  Nabisco/Dec 

RIR 

n 

71- 

18 

71- 

35 

51% 

-10 

101 

19- 

6 

10.3 

9.1 

0.81 

Roadway  Services/Dec 

ROAD 

0 

46- 

23 

43- 

23 

33 

-6 

106 

33- 

9 

26.2 

16.6 

0.7( 

Rochester  Community/Nov 

RCSB 

0 

16- 

8* 

16- 

8 

12% 

-21 

89 

19- 

7* 

11.2 

8.5 

0.57 

Rockwell  Intl/Sep 

ROK 

n 

31- 

12 

31- 

14 

20 

-31 

78 

15- 

6 

8.1 

7.6 

0.4c 

Rohm  &  Haas/Dec 

ROH 

n 

53- 

15 

53- 

24 

34 

-22 

87 

21- 

7 

11.9 

10.9 

i.oa*" 

Rollins  Environmental/Sep 

REN 

n 

26- 

1 

26- 

12 

235/s 

11 

124 

46- 

13 

35.8 

26.3 

6.04* 

LF  Rothschild/Dec 

R 

n 

29- 

2* 

19- 

2 

2% 

-83 

19 

NM-NM* 

NM 

6.3 

0.08 

Rouse/Dec 

ROUS 

0 

26- 

9 

26- 

17 

22 

-5 

107 

NM- 

12 

NM 

40.0 

2.7<j 

Rubbermaid/Dec 

RBD 

n 

35- 

8 

35- 

19 

24% 

-12 

98 

33- 

13 

21.2 

18.1 

1.7c 

Ryder  System/Dec 

RDR 

n 

43- 

13 

43- 

15 

32 

-20 

89 

21- 

7 

14.0 

12.2 

0.55 

Safeco/Dec 

SAFC 

0 

38- 

12 

38- 

24 

24% 

-17 

92 

16- 

7 

7.2 

7.5 

0.64 

Safety-Kleen/Dec 

SK 

n 

40- 

9 

40- 

24 

29% 

5 

118 

38- 

17 

28.0 

22.3 

2.94 

St  Paul  Cos/Dec 

STPL 

0 

60- 

19 

60- 

41 

45  '/i 

-8 

103 

7- 

6 

6.9 

6.8 

0.63 

St  Paul  Bancorp/Dec 

SPBC 

0 

NA-NA 

13- 

9* 

11 

NA 

NA 

NA-NA 

NA 

5.6 

0.5- 

Salomon/Dec 

SB 

n 

59- 

17 

43- 

17 

22% 

-44 

63 

52- 

6 

26.5 

9.4 

0.5C 

San  Diego  G&E/Dec 

SDO 

n 

43- 

17 

36- 

28 

31% 

-11 

100 

13- 

6 

10.8 

10.0 

0.94 

San  Francisco  Federal/Dec 

SFFD 

0 

21- 

10* 

21- 

13 

14 

-28 

81 

6- 

3* 

3.9 

4.4 

0.3C 

Santa  Fe  Southernt/Dec 

SFX 

n 

65- 

17* 

65- 

17 

I6V4 

33 

149 

14- 

2* 

7.1 

6.9 

()4f- 

Sara  Lee  lun 

SLE 

n 

49- 

10 

49- 

27 

42Vi 

-6 

105 

22- 

7 

16.3 

15.1 

(Uh 

Scana/Dec 

SCG 

n 

43- 

17 

37- 

27 

31'/4 

-12 

99 

15- 

6 

9.8 

10.0 

l.k" 

Schering-Plough/Dec 

SGP 

n 

57- 

17 

57- 

31 

54V8 

8 

121 

23- 

9 

19.9 

16.5 

2.25 

Scott  Paper 

SPP 

n 

44- 

10 

44- 

28 

39 

-51 

55 

16- 

8 

12.8 

11.0 

0.69 

Seagate  Technology/Jun 

SCAT 

0 

46- 

4 

46- 

10 

22  Vt 

-35 

73 

10- 

4 

9.6 

11.6 

1.01 

Seamen's/Dec 

SMN 

a 

9- 

4* 

9- 

4 

5% 

-34 

74 

7- 

4* 

5.1 

3.8 

0.25 

Sears,  Roebuck/Dec 

S 

n 

60- 

26 

60- 

26 

38'/« 

-27 

81 

15- 

6 

9.7 

8.2 

0.3C 

Security  Pacific/Dec 

SPC 

n 

44- 

19 

44- 

21 

30VS 

-21 

89 

NM- 

5 

NM 

5.7 

0.44 

Service  Corp  Intl/Apr 

SRV 

n 

32- 

9 

32- 

18 

24% 

-20 

90 

27- 

12 

19.0 

13.5 

2 :; 

Service  Merchandise/Dec 

SMCH 

o 

27- 

3 

10- 

3 

7% 

5 

118 

10- 

7 

9.8 

7.6 

0.09 

Shawmut  National/Dec 

SHNA 

o 

NA-NA 

NA-1 

MA 

24 

NA 

NA 

11-NA 

10.9 

7.3 

0  7. 

Shenv  in-  Williams/Dec 

SHW 

n 

39- 

11 

39- 

20 

29V4 

-22 

88 

22- 

9 

13.6 

12.1 

0.71 

Sigma-Aldrich/Dec 

SIAL 

0 

51- 

14 

51- 

30 

45% 

-1 

111 

34- 

16 

26.9 

21.6 

3.7C 

Signet  Banking/Dec 

SBK 

n 

39- 

12 

38- 

21 

30M 

-16 

94 

43- 

5 

35.7 

7.7 

0.75 

SmithKline  Hickman 

SKB 

n 

73- 

25 

73- 

40 

59V4 

9 

122 

17- 

8 

13.2 

12.1 

:  ^ 

Snap-on  Tools'!  )n 

SNA 

n 

47- 

13 

47- 

24 

41% 

9 

122 

24- 

10 

19.4 

16.8 

2.29 

Society/Dec 

SOCI 

o 

40- 

11 

40- 

27 

34  'A 

2 

115 

11- 

5 

9.1 

8.4 

0.8c| 

0.55 


SNT 

n 

43-  21 

37-  22 

28% 

-18 

92 

11-     5 

10.9 

15.7 

0.81  J 

SONO 

o 

31-     9 

31-    18 

26 

13 

127 

22-  10 

18.6 

14.0 

US' 

.  Nad'Dec 

SCNC 

0 

28-     9 

27-   18 

20% 

-17 

93 

16-     6 

8.5 

8.1 

0.92  J 

STB 

n 

31-    14 

31-    17 

25 

-19 

91 

37-     6 

21.9 

6.8 

o.6;J 

IS  originally  reported,  .idiusted  lor  splits  Mink  performance  includes  value  of  special  distributions.     NA  Not  avail!  I 
•     rice?  .i>  nt  Mar    18,  1988. 


FORBES,  APRIL  25, 


■T 1 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

8.8% 

$2.69 

$2.25 

$3.00 

33% 

9 

average 

$0.24 

0.5% 

9% 

3% 

5.8 

6.12 

6.12 

7.09 

16 

29 

very  high 

2.00 

2.9 

33 

10 

11.9 

1.49 

1.49 

1.78 

19 

13 

high 

0.30 

1.8 

20 

0 

3.7 

1.68 

1.68 

1.15 

-32 

2 

NM 

0.24 

3.3 

14 

0 

2.0 

0.64 

0.64 

5.51 

761 

11 

very  low 

1.20 

2.7 

188 

3 

4.7 

3.95 

3.95 

5.33 

35 

21 

low 

0.80 

1.7 

20 

3 

0.2 

0.07 

0.07 

2.50 

NM 

6 

average 

1.10 

5.1 

NM 

9 

5.9 

3.24 

2.24E 

2.74 

22 

15 

high 

0.74 

2.0 

23 

21 

8.2 

5.02 

5.02 

5.70 

14 

30 

very  high 

1.92 

3.7 

38 

9 

2.6 

1.26 

1.26 

1.99 

58 

21 

low 

1.10 

3.3 

87 

9 

5.1 

1.11 

1.11 

1.45 

31 

4 

average 

0.24 

1.9 

22 

0 

5.7 

2.46 

2.27 

2.62 

15 

23 

average 

0.72 

3.6 

29 

11 

8.9 

2.85 

2.85 

3.13 

10 

21 

high 

0.92 

2.7 

32 

14 

16.9 

0.66 

0.60 

0.90 

50 

16 

low 

0.08 

0.3 

12 

72 

NM 

-8.51 

-8.51 

0.38 

NM 

2 

NM 

none 

NA 

NA 

NA 

2.7 

0.17 

0.17 

0.55 

224 

1 

NM 

0.52 

2.4 

306 

14 

8.3 

1.15 

1.15 

1.35 

17 

13 

average 

0.36 

1.5 

31 

16 

4.1 

2.29 

2.29 

2.63 

15 

20 

high 

0.56 

1.8 

24 

11 

8.9 

3.43 

3.43 

3.30 

-4 

28 

average 

0.96 

3.9 

28 

12 

10.5 

1.06 

1.06 

1.33 

25 

12 

very  high 

0.24 

0.8 

23 

27 

9.5 

6.64 

6.64 

6.74 

2 

24 

average 

2.00 

4.4 

30 

6 

8.3 

NA 

NA 

1.97 

NM 

5 

average 

0.20 

1.8 

NM 

0 

2.4 

0.86 

0.86 

2.41 

180 

17 

low 

0.64 

2.8 

74 

6 

9.4 

2.96 

2.96 

3.19 

8 

23 

high 

2.60 

8.2 

88 

7 

7.6 

3.56 

3.56 

3.17 

-11 

5 

average 

none 

NA 

NA 

NA 

6.9 

2.37 

2.37 

2.44 

3 

17 

very  low 

1.00 

6.0 

42 

17 

3.0 

2.59 

2.35 

2.79 

19 

24 

very  high 

1.20 

2.8 

46 

16 

11.6 

3.20 

3.20 

3.11 

-3 

21 

high 

2.40 

7.7 

75 

4 

11.7 

2.73 

2.73 

3.30 

21 

34 

very  high 

1.20 

2.2 

44 

5 

,          " 

3.05 

3.05 

3.55 

16 

26 

average 

0.74 

1.9 

24 

4 

10.7 

2.31 

2.81 

1.92 

-32 

21 

average 

none 

NA 

NA 

NA 

5.1 

1.12 

1.12 

1.50 

34 

1 

NM 

0.40 

7.0 

36 

0 

3.1 

3.95 

3.95 

4.66 

18 

26 

high 

2.00 

5.2 

51 

1 

0.2 

0.01 

0.01 

5.38 

NM 

32 

average 

1.80 

5.9 

NM 

13 

11.7 

1.30 

1.51E 

1.84 

22 

8 

average 

0.40 

1.6 

31 

19 

•    0.9 

0.75 

0.75 

0.97 

29 

8 

low 

0.08 

1.1 

11 

0 

6.8 

2.20 

2.20 

3.31 

50 

12 

high 

1.28 

5.3 

58 

15 

5.4 

2.15 

2.15 

2.42 

13 

8 

high 

0.64 

2.2 

30 

16 

13.7 

1.70 

1.70 

2.12 

25 

11 

very  high 

0.32 

0.7 

19 

17 

2.3 

0.85 

0.85 

3.96 

366 

18 

high 

1.32 

4.3 

155 

21 

13.2 

4. SO 

4.50 

4.91 

9 

38 

very  high 

1.84 

3.1 

41 

5 

11.8 

2.13 

2.13 

2.46 

15 

13 

high 

0.76 

1.8 

36 

13 

10.4 

3.75 

3.75 

4.06 

8 

15 

high 

1.36 

4.0 

36 

7 

8.1 

2.78 

2.78 

3.15 

13 

3 

very  high 

0.60 

3.3 

22 

0 

-          ?A 

2.59 

2.59 

1.79 

-31 

20 

low 

2.00 

7.1 

77 

8 

4.7 

1.40 

1.40 

1.86 

33 

6 

high 

0.57 

2.2 

41 

13 

10.8 

2.44 

2.44 

2.57 

5 

7 

very  high 

0.56 

2.7 

23 

6 

3.3 

1.14 

1.14 

3.70 

225 

20 

very  high 

1.00 

4.0 

88 

8 

Sources:  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System  (IBES),  a  senice  ofLynci},  Jones  &  Ryan  via  Micro/Scan  from 

Lotus  CD  Investment;  Forbes. 
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The  Forbes  500s 

on 

Wall  Street 

F^W^^^^NB^^^^^^^B 

^^^^^MM 

Company  /fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  - 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios  — 

( 

recent 

5-year          latest 
high-low    12  months 

1988 
est 

price  • 
sale 

So  Calif  Edison/Dec 

SCE 

n 

39-   17 

36- 

28 

31% 

-8% 

104% 

12- 

5 

10.3 

9.5 

1.25 

Southern  Company/Dec 

SO 

n 

29-  14 

27- 

18 

22% 

-14 

96 

15- 

5 

11.9 

8.3 

0.9( 

So  New  England  Tel/Dec 

SNG 

n 

62-  28 

58- 

43 

49% 

-13 

98 

15- 

7 

10.9 

10.0 

\.QA 

Southmark/Jun 

SM 

n 

14-     3 

11- 

3 

2% 

-74 

29 

12- 

3 

2.7 

10.3 

0.0c 

SouthTrust/Dec 

SOTR 

0 

26-     6 

25- 

16 

21!/s 

-14 

97 

12- 

5 

8.7 

7.9 

1.04^ 

Southwest  Gas/Dec 

swx 

n 

27-  10 

27- 

18 

21'/8 

-11 

98 

14- 

6 

9.9 

8.3 

0.5c 

Southwestern  Bell/Dec 

SBC 

n 

46-   18* 

46- 

28 

37% 

-4 

107 

13- 

6* 

10.9 

10.5 

1.42 

Southwestern  Pub  Svc/Aug 

SPS 

n 

38-  16 

30- 

22 

25% 

-13 

98 

16- 

7 

10.8 

10.8 

1.3- 

Sovran  Financial/Dec 

SOVN 

o 

45-  16 

43- 

28 

32  Vi 

-22 

87 

15- 

6 

8.9 

8.0 

0.9: 

Springs  Industries/Dec 

SMI 

n 

38-   15 

38- 

21 

34Vi 

19 

133 

31- 

7 

10.9 

10.2 

0.3( 

Square  D/Dec 

SQD 

n 

66-  30 

66- 

43 

55 

8 

121 

19- 

9 

14.4 

12.1 

1.0c 

Squibb/Dec 

SQB 

n 

103-  18 

103- 

55 

671/2 

-17 

93 

41- 

11 

19.7 

16.1 

3.21 

Staley  Continental/Sep 

STA 

n 

35-  17 

32- 

17 

25% 

-9 

102 

17- 

11 

17.1 

13.5 

0.2c 

Standard  Fedl  Bank/Dec 

SFB 

n 

11-     5* 

10- 

5 

8% 

-14 

97 

5- 

2* 

4.6 

4.4 

0.3c 

Stanley  Works/Dec 

SWK 

n 

37-  13 

37- 

21 

30% 

-12 

99 

18- 

8 

15.4 

12.7 

0.7c 

State  Street  Boston/Dec 

STBK 

0 

36-     7 

36- 

17 

25  Vi 

-28 

81 

18- 

5 

11.3 

10.5 

1.21 

JP  Stevens/Oct 

STN 

n 

64-  15 

64- 

21 

63% 

49 

167 

19- 

6 

18.7 

17.7 

0.61 

Stone  Container/Dec 

STO 

n 

43-     8 

40- 

15 

31 

4 

116 

11- 

10 

11.1 

8.3 

0.:V 

Stop  &  Shop  Cos/Jan 

SHP 

n 

44-  16 

44- 

17 

43% 

49 

167 

23- 

7 

21.6 

18.9 

0.25 

Student  Loan/Dec 

SLM 

n 

90-  21* 

90- 

61 

77% 

0 

112 

24- 

11* 

18.8 

14.6 

1  7: 

Subaru  of  America/Oct 

SBRU 

0 

39-     5 

20- 

5 

6% 

-66 

38 

NM- 

7 

N.M 

NM 

0.15 

Sumitomo  Bank  Calif/Dec 

SUMI 

0 

29-   11 

29- 

23 

24 

-2 

110 

13- 

6 

8.2 

NA 

0.5.: 

Summit  Bancorp/Dec 

SUBN 

0 

35-     7 

35- 

20 

26  V* 

-2 

109 

18- 

6 

12.9 

11.8 

1.51 

Sun  Company/Dec 

SUN 

n 

73-  31 

73- 

36 

58% 

-10 

101 

30- 

7 

18.3 

17.9 

0.71 

Sun  Microsystems  lun 

SUNW 

o 

46-    11 

46- 

22 

34% 

13 

127 

48- 

16 

26.0 

21.1 

1  v 

Sundstrand/Dec 

SNS 

n 

65-  34 

65- 

36 

54% 

-12 

99 

35- 

10 

29  S 

12.9 

0.7: 

SunTrust  Banks/Dec 

STI 

n 

28-   16* 

28- 

17 

22% 

-12 

99 

15- 

8* 

10.5 

9.3 

1.15 

Super  Food  Services/Aug 

SFS 

a 

29-     7 

29- 

15 

24% 

-12 

98 

19- 

7 

13.9 

12.0 

0.1! 

Super  Valu  Stores/Feb 

svu 

n 

30-  12 

30- 

16 

21% 

-26 

83 

25- 

9 

14.8 

11.6 

O.li 

Sysco/|un 

SYY 

n 

42-   13 

42- 

23 

33 

-6 

105 

30- 

12 

22.0 

17.1 

0.3; 

Talman  Home  Federal/Dec 

TLMN 

o 

13-     6* 

13- 

6 

8l/8 

-36 

72 

8- 

3* 

5.9 

3.1 

0  1- 

Tambrands/Dcc 

TMB 

n 

71-  23 

71- 

45 

56'/! 

-11 

99 

22- 

9 

16.4 

14.1 

2.3. 

Tandem  Computers/Sep 

TDM 

n 

38-     7 

38- 

17 

19 

-49 

57 

54- 

12 

18.4 

15.3 

1.6< 

Tandy/fun 

TAN 

n 

64-  23 

57- 

28 

40  Vi 

-23 

86 

24- 

9 

12.5 

11.6 

0  9' 

TCF  Financial/Dec 

TCFC 

0 

18-     7* 

18- 

7 

9Vi 

^*6 

60 

NM- 

4* 

NM 

3.1 

0.11 

TECO  Energy/Dec 

11 

n 

28-   11 

28- 

20 

23 

4 

116 

16- 

7 

11.8 

108 

1.3  J 

Tecuraseh  Products/Dec 

TECU 

0 

160-  79 

160-115 

145(4 

15 

128 

14- 

6 

11.1 

11.2 

0.8-1 

Tektronix/May 

TEK 

n 

43-  21 

41- 

21 

29 '/« 

-27 

82 

42- 

8 

41.6 

16.6 

0.5(1 

Tele-Communicat  ions/Dec 

TCOMA 

0 

30-     4 

30- 

17 

27% 

26 

142 

NM- 

18 

NM 

NM 

2.9:1 

Teledync/Dec 

TOY 

n 

390-127 

390-242 

339h 

2 

114 

17- 

8 

10.5 

13.2 

0.9;  J 

Temple-Inland  Dec 

l!\ 

n 

69-  20* 

69- 

35 

48  Vi 

-26 

83 

20- 

7* 

10.3 

8.3 

0.6' 

Tenneco/Dec 

TGT 

n 

63-  32 

63- 

36 

44 

-10 

101 

NM- 

6 

NM 

21.6 

0.4^ 

Tesoro  Petroleum  Sep 

TSO 

n 

21-     8 

17- 

8 

11  Vt 

-9 

102 

NM- 

5 

NM 

NA 

O.i: 

Texaco/Dec 

TX 

n 

49-  26 

48- 

27 

45  Vi 

28 

144 

NM- 

5 

NM 

17.4 

0.31 

[  Texas  Aii 

TEX 

a 

52-     5 

44- 

9 

13V4 

-67 

36 

NM- 

3 

NM 

NM 

0.0' 

• 

TXA 

n 

46-     3 

16- 

3 

m 

-73 

30 

NM- 

6 

NM 

NM 

1,0' 

TET 

n 

41-  21 

41- 

21 

19Vi 

-21 

89 

16- 

7 

16.4 

14.3 

0.4^ 

'  \\ 

n 

80-  29 

80- 

36 

54'/8 

-7 

104 

18- 

8 

18.3 

13.9 

0.7, 

d      NA  Not  available 

or  applicable-      VM 

Not  meaningful 

E:  Estimate 

Stock  prices  as  of  Mar 

18.  1988. 

FHDRI 

<;    APUIT 

1^     IS 

latest 
12  months 

EPS 

1987 
EPS 

indicated 
rate 

Dividends 

payout 
yield                 ratio 

5-year 

growth 

rate 

net 
profit 
margin 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 
EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

13.1% 

$3.08 

$3.08 

$3.33 

8% 

30 

high 

$2.38 

7.5% 

77% 

9% 

7.9 

1.92 

1.92 

2.77 

44 

28 

average 

2.14 

9.4 

111 

6 

9.5 

4.54 

4.54 

4.93 

9 

13 

very  high 

3.00 

6.1 

66 

5 

4.2 

1.05 

1.09 

0.28 

-74 

2 

NM 

none 

NA 

NA 

NA 

12.0 

2.44 

2.44 

2.67 

9 

12 

very  high 

0.88 

4.2 

36 

14 

6.0 

2.13 

2.13 

2.54 

19 

6 

low 

1.34 

6.3 

63 

2 

13.1 

3.48 

3.48 

3.62 

4 

28 

very  high 

2.32 

6.1 

67 

24 

13.4 

2.36 

2.18 

2.34 

7 

16 

high 

2.12 

8.4 

90 

7 

10.8 

3.67 

3.67 

4.06 

11 

28 

very  high 

1.44 

4.4 

39 

8 

-            3.4 

3.13 

3.13 

3.36 

7 

11 

average 

0.84 

2.5 

27 

6 

7.4 

3.82 

3.82 

4.55 

19 

16 

high 

1.92 

3.5 

50 

0 

16.6 

3.42 

3.42 

4.19 

23 

39 

very  high 

1.60 

2.4 

47 

9 

1.7 

1.51 

1.48 

1.91 

29 

11 

average 

0.80 

3.1 

53 

2 

7.0 

1.90 

1.90 

1.98 

4 

3 

very  high 

none 

NA 

NA 

NA 

4.9 

2.00 

2.00 

2.43 

22 

15 

high 

0.88 

2.9 

44 

11 

11.0 

2.23 

2.23 

2.40 

8 

14 

high 

0.48 

1.9 

22 

20 

3.5 

3.41 

3.29 

3.61 

10 

13 

average 

none 

NA 

NA 

NA 

5.0 

2.80 

2.80 

3.73 

33 

14 

low 

0.36 

1.2 

13 

5 

1.3 

2.01 

2.01 

2.30 

14 

12 

average 

0.64 

1.5 

32 

6 

10.9 

4.14 

4.14 

5.31 

28 

10 

very  high 

0.54 

0.7 

13 

68 

NM 

-1.12 

-0.62 

-0.31 

NM 

15 

very  low 

none 

NA 

NA 

NA 

6.7 

2.92 

2.92 

NA 

NA 

NA 

NA 

1.16 

4.8 

40 

0 

12.2 

2.04 

?.04 

2.22 

9 

4 

very  high 

0.72 

2.7 

35 

8 

4.0 

3.21 

3.21 

3.28 

2 

29 

low 

3.00 

5.1 

93 

9 

6.3 

1.34 

1.11 

1.65 

49 

32 

high 

none 

NA 

NA 

NA 

2.5 

1.85 

1.85 

4.25 

130 

15 

high 

1.80 

3.3 

97 

0 

11.0 

2.17 

2.17 

2.44 

12 

31 

very  high 

0.68 

3.0 

31 

0 

I            0.8 
1 

1.76 

1.68 

2.03 

21 

7 

very  high 

0.38 

1.6 

22 

19 

1.2 

1.46 

2.24E 

1.87 

-17 

14 

high 

0.44 

2.0 

30 

11 

l           U 

1.50 

1.40 

1.93 

38 

15 

very  high 

0.32 

1.0 

21 

15 

2.5 

1.37 

1.37 

2.60 

90 

3 

high 

0.20 

2.5 

15 

0 

14.2 

3.45 

3.45 

4.01 

16 

16 

high 

1.92 

3.4 

56 

6 

9.5 

1.03 

1.08 

1.24 

15 

31 

very  low 

none 

NA 

NA 

NA 

J           7'9 

3.23 

2.70 

3.49 

29 

29 

very  high 

0.60 

1.5 

19 

0 

NM 

-9.50 

-9.50 

3.08 

NM 

5 

very  low 

none 

NA 

NA 

NA 

11.4 

1.95 

1.95 

2.13 

9 

25 

average 

1.34 

5.8 

69 

7 

7.5 

13.09 

13.09 

13.00 

-1 

2 

NM 

4.20 

2.9 

32 

3 

1.9 

0.70 

1.01E 

1.76 

74 

11 

low 

0.60 

2.1 

86 

4 

2.5 

0.23 

0.23 

0.30 

30 

8 

very  low 

none 

NA 

NA 

NA 

8.8 

32.25 

32.25 

25.78 

-20 

6 

high 

4.00 

1.2 

12 

0 

7.3 

4.69 

4.69 

5.80 

24 

16 

average 

0.84 

1.7 

18 

39 

NM 

-1.81 

-1.81 

2.04 

NM 

26 

low 

3.04 

6.9 

NM 

3 

NM 

-0.84 

-0.80 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

12.8 

-18.15 

-18.15 

2.60 

NM 

36 

low 

none 

NA 

NA 

NA 

NM 

-12.58 

-12.58 

-^.97 

NM 

18 

very  low 

none 

NA 

NA 

NA 

NM 

-7.05 

-7.05 

-2.67 

NM 

4 

very  low 

none 

NA 

NA 

NA 

2.7 

1.80 

1.80 

2.07 

15 

23 

low 

1.00 

3.4 

56 

-16 

4.6 

2.96 

2.96 

3.89 

31 

32 

low 

0.72 

1.3 

24 

3 

Sources:  William  O'Neil  &  Co 

- 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  lia  Micro/Scan  from 

lotus  CD  Investment;  Forbes. 
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The  Forbes  500s 

on 

Wall  Street 

1 

Company  /fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

Stock  price 

ratios  — 

12-month 
high-low 

recent 

5-year 
high-low 

latest 
12  months 

1988 
est 

prici 
sale 

Texas  Utilities/Dec 

TXU 

n 

38- 

21 

34-  26 

27% 

-18% 

92% 

9- 

5 

6.0 

5.8 

1.02 

Textron/Dec 

TXT 

n 

40- 

13 

40-  17 

23% 

-30 

79 

17- 

6 

7.2 

8.2 

0.2S.' 

Time  Inc/Dec 

TL 

n 

117- 

34 

117-  66 

93 

3 

116 

33- 

10 

22.2 

17.9 

1.21 

Times  Minor/Dec 

TMC 

n 

53- 

14 

53-  30 

38% 

-12 

99 

26- 

8 

18.8 

15.0 

1.6: 

Timken/Dec 

TKR 

n 

80- 

40 

80-  43 

71% 

34 

150 

NM- 

12 

NM 

NA 

0.8S 

Torchmark/Dec 

TMK 

n 

39- 

7 

37-  22 

30 

-6 

105 

16- 

7 

10.1 

9.0 

l.lfl 

Toys  "R"  Us/Jan 

TOY 

n 

43- 

14 

43-  22 

35% 

-8 

103 

39- 

17 

22.9 

17.8 

1.4; 

Trans  World  Airlines/Dec 

TWA 

n 

35- 

7 

35-  14 

27% 

0 

112 

NM- 

7 

NM 

21.0 

0.21 

Transamerica/Dec 

TA 

n 

52- 

21 

52-  23 

365/8 

4 

116 

20- 

6 

6.7 

8.6 

0.3f 

Transco  Energy/Dec 

E 

n 

61- 

18 

50-  18 

27  Vi 

-42 

65 

NM- 

5 

NM 

16.9 

0.2( 

Travelers/Dec 

TTC 

n 

60- 

26 

51-  31 

37 

-27 

82 

20- 

6 

13.0 

8.3 

0.21 

Triangle  Industries/Dec 

TRI 

n 

44- 

3 

44-  23 

27% 

-19 

91 

15- 

3 

14.5 

7.5 

0.U 

Tribune/Dec 

TRB 

n 

50- 

12 

50-  30 

41'/8 

7 

120 

25- 

10 

22.9 

16.1 

1.4: 

Trinova/Dec 

TNV 

n 

44- 

10 

44-  20 

34% 

5 

118 

29- 

7 

15.8 

13.4 

0.7) 

Trustcorp/Dec 

TTCO 

0 

42- 

18 

35-  21 

23% 

-31 

77 

16- 

7 

7.4 

7.2 

0.61 

TRW/Dec 

TRW 

n 

70- 

29 

70-  37 

53 

5 

118 

25- 

9 

13.2 

12.1 

0.4< 

Tucson  Electric/Dec 

TEP 

n 

65- 

2~> 

62-  49 

56% 

-3 

109 

14- 

4 

11.4 

10.9 

2.9( 

Turner/Dec 

TUR 

a 

31- 

15 

29-  15 

16% 

-39 

69 

NM- 

6 

NM 

4.9 

o.a 

TW  Services/Dec 

TW 

n 

23- 

9* 

23-     9 

18% 

6 

119 

61- 

8* 

15.8 

13.2 

0.3( 

Tyson  Foods/Sep 

TYSNA 

0 

26- 

1 

24-  11 

13Vi 

-38 

69 

36- 

6 

12.3 

11.1 

0.41 

Union  Camp/Dec 

UCC 

n 

48- 

21 

48-  26 

*V, 

-22 

88 

29- 

8 

12.7 

9.9 

1.1! 

Union  Carbide/Dec 

UK 

n 

33- 

6 

33-  16 

25 

-14 

97 

14- 

4 

14.2 

9.3 

0.41 

Union  Electric/Dec 

UEP 

n 

32- 

12 

31-  20 

23% 

-18 

92 

11- 

4 

8.1 

9.0 

1.24 

Union  National/Dec 

UNBC 

0 

47- 

12 

37-  25 

29 

-17 

93 

17- 

6 

9.5 

8.9 

0.91 

Union  Pacific/Dec 

UNP 

n 

87- 

34 

87-  45 

65% 

-16 

94 

24- 

9 

12.9 

12.1 

l.K 

Union  Planters/Dec 

UPCM 

o 

40- 

14 

37-   18 

25 '/. 

-32 

76 

28- 

10 

18.2 

7.7 

0.6! 

Unisys/Dec 

U1S 

n 

48- 

15 

48-  24 

34% 

-3 

108 

11- 

8 

11.0 

10.0 

0.5^ 

United  Artists/Aug 

UAC1 

0 

32- 

3 

32-  15 

31% 

39 

156 

49- 

8 

49.4 

NA 

1.8< 

United  Banks  of  Colo/Dec 

UBKS 

0 

35- 

14 

25-   14 

14% 

-42 

65 

NM- 

6 

NM 

9.8 

0.41 

United  Brands/Dec 

UB 

n 

51- 

9 

51-  28 

50% 

9 

122 

19- 

5 

12.8 

NA 

0.2: 

United  Cable  TV/May 

UCT 

n 

33- 

33-   18 

32% 

45 

163 

NM- 

in 

NM 

73.1 

5.1: 

United  Financial/Dec 

UFGI 

0 

13- 

0 

4-     0 

0>/i 

-84 

18 

NM- 

1 

NM 

NA 

o.o: 

United  Illuminating/Dec 

UIL 

n 

36- 

9 

33-  20 

20 

^35 

73 

6- 

2 

3.3 

15.4 

0.5( 

United  Jersey  Banks/Dec 

UJB 

n 

33- 

9 

33-   17 

21  Vi 

-28 

81 

16- 

6 

9.3 

8.1 

1.0. 

United  Missouri  Bcsh/Dec 

UMSB 

0 

30- 

12 

30-  24 

27% 

10 

123 

13- 

5 

10.9 

10.3 

1.2: 

US  Bancorp/Dec 

;  v< 

0 

31- 

10 

31-   19 

24% 

-15 

95 

16- 

6 

10.1 

7.9 

0.8' 

US  Shoe/Jan 

USR 

n 

35- 

12 

35-   13 

25  i/s 

-9 

102 

31- 

7 

31.4 

17.2 

0.5 

United  Technologies/Dec 

UTX 

n 

61- 

28 

61-  30 

42'4 

-20 

90 

9- 

7 

9.3 

8.3 

0.3: 

United  Telecom/Dec 

UT 

n 

33- 

17 

33-  24 

29% 

0 

113 

NM- 

7 

NM 

14.9 

1.0 

Universal/Iun 

LTVV 

n 

37- 

15 

37-  26 

30V« 

-7 

104 

11- 

6 

8.4 

9.1 

0.2: 

Unocal/Dtx 

'>   1 

n 

49- 

16 

45-   21 

37% 

3 

115 

24- 

6 

24.3 

18.8 

0.5: 

UNUM  Corp/Dec 

UNM 

n 

31- 

15* 

27-   15 

2lVi 

-13 

97 

15- 

9* 

11.1 

7.6 

0.41 

Upjohn/Dec 

UP1 

n 

54- 

8 

54-  23 

31% 

-28 

81 

35- 

8 

19.3 

15.4 

2.3: 

US  West/Dec 

usw 

n 

62- 

28* 

60-  43 

53  Vi 

-5 

107 

12- 

6* 

10.1 

9.6 

l.n 

Dec 

U 

n 

54- 

22 

54-  26 

36'/« 

-19 

91 

14- 

4 

6.9 

8.0 

0.5: 

a.  :   e 

FG 

n 

49- 

18 

47-  26 

33K 

-28 

80 

10- 

5 

9.7 

7.2 

0.5- 

1 .'SI.. 

n 

56- 

10 

56-  23 

35 

-17 

93 

22- 

4 

8.8 

10.1 

0.6. 

USH 

n 

50- 

22 

44-  27 

37'/8 

-13 

97 

13- 

6 

8.8 

8.4 

0.5: 

ited     NA  Noi  available 

or  applicable      \\l   Noi  meaningful 

E:  Estimate 

Stock  prices  as  ol  Mar 

18.  1988 
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■BRV 

• 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

16.7% 

$4.55 

$455 

$4.71 

4% 

27 

very  high 

$2.88 

10.5% 

63% 

6% 

4.0 

3.29 

3.29 

2.90 

-12 

13 

average 

1.00 

4.2 

30 

2 

6.0 

4.18 

4.18 

5.19 

24 

25 

average 

1.00 

1.1 

24 

3 

8.7 

2.06 

2.06 

2.58 

25 

26 

high 

0.92 

2.4 

45 

7 

! 

0.8 

0.78 

0.78 

NA 

NA 

NA 

NA 

1.20 

1.7 

154 

-22 

12.6 

2.98 

2.98 

3.32 

11 

21 

very  high 

1.00 

3.3 

34 

27 

6.5 

1.56 

1.56 

2.01 

29 

25 

high 

none 

NA 

NA 

NA 

1.1 

-0.34 

-0.34 

1.33 

NM 

16 

very  low 

none 

NA 

NA 

NA 

6.0 

5.47 

5.47 

4.28 

-22 

17 

average 

1.84 

5.0 

34 

6 

NM 

-3.52 

-3.52 

1.63 

NM 

24 

very  low 

1.36 

4.9 

NM 

0 

1 

1.7 

2.85 

2.85 

4.44 

56 

28 

low 

2.40 

6.5 

84 

1 

1.3 

1.90 

1.90 

3.67 

93 

4 

very  low 

0.12 

0.4 

6 

6 

6.6 

1.80 

1.80 

2.56 

42 

20 

high 

0.76 

1.8 

42 

36 

4.5 

2.20 

2.20 

2.59 

18 

12 

high 

0.56 

1.6 

25 

3 

9.9 

3.19 

3.19 

3.29 

3 

4 

average 

1.40 

5.9 

44 

1 

3.6 

4.01 

4.01 

4.39 

9 

22 

high 

1.60 

3.0 

40 

1 

26.7 

4.95 

4.95 

5.17 

4 

14 

very  high 

3.90 

6.9 

79 

13 

NM 

-5.09 

-5.09 

3.40 

NM 

1 

NM 

1.30 

7.8 

NM 

3 

2.3 

1.16 

1.16 

1.39 

20 

11 

average 

0.10 

0.5 

9 

0 

3.9 

1.10 

1.06 

1.22 

15 

6 

average 

0.04 

0.3 

4 

42 

9.0 

2.83 

2.83 

3.64 

29 

19 

average 

1.16 

3.2 

41 

2 

3.4 

1.76 

1.76 

2.68 

52 

23 

low 

1.50 

6.0 

85 

9 

17.2 

2.91 

2.91 

2.63 

-10 

20 

average 

1.92 

8.1 

66 

4 

10.3 

3.06 

3.06 

3.25 

6 

5 

very  high 

1.36 

4.7 

44 

5 

9.8 

5.10 

5.10 

5.46 

7 

21 

very  low 

2.00 

3.0 

39 

3 

* 

3.9 

1.39 

1.39 

3.29 

137 

9 

very  low 

0.60 

2.4 

43 

0 

6.0 

3.15 

3.15 

3.47 

10 

28 

high 

0.92 

2.7 

29 

-1 

3.7 

0.64 

0.12 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

0.1 

-0.10 

-0.10 

1.49 

NM 

11 

low 

none 

NA 

NA 

NA 

1.9 

3.98 

3.98 

NA 

NA 

NA 

NA 

0.60 

1.2 

15 

0 

NM 

-0.19 

0.04E 

0.45 

NM 

2 

NM 

0.06 

0.2 

NM 

10 

- 

NM 

-14.53 

-14.53 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

19.1 

5.99 

5.99 

1.30 

-78 

1 

NM 

2.32 

11.6 

39 

-A 

11.5 

2.31 

2.31 

2.65 

15 

12 

very  high 

0.96 

4.5 

42 

12 

11.3 

2.55 

2.55 

2.70 

6 

5 

very  high 

0.68 

2.5 

27 

9 

.  8.6 

2.43 

2.43 

3.11 

28 

22 

very  high 

1.00 

4.1 

41 

7 

'  1.7 

0.80 

0.80 

1.46 

83 

11 

low 

0.46 

1.8 

58 

5 

3.4 

4.52 

4.52 

5.10 

13 

26 

high 

1.40 

3.3 

31 

-A 

NM 

-0.55 

-0.55 

2.00 

NM 

23 

low 

1.92 

6.4 

NM 

3 

2.7 

3.60 

3.25 

3.34 

3 

7 

average 

1.28 

4.2 

36 

10 

. 

2.1 

1.56 

1.56 

2.02 

29 

46 

low 

1.00 

2.6 

64 

-1 

1        4.5 

1.94 

1.94 

2.82 

45 

6 

average 

0.40 

1.9 

21 

0 

12.1 

1.63 

1.63 

2.04 

25 

39 

high 

0.72 

2.3 

44 

13 

11.9 

5.31 

5.31 

5.60 

5 

30 

very  high 

3.28 

6.1 

62 

17 

6.5 

5.28 

5.28 

4.54 

-14 

21 

low 

0.12 

0.3 

2 

-2 

5.5 

3.44 

3.44 

4. 60 

34 

24 

low 

2.48 

7.5 

72 

8 

7.0 

3.96 

3.96 

3.46 

-13 

11 

low 

1.12 

3.2 

28 

18 

6.7 

4.21 

4.21 

4.42 

5 

12 

high 

1.28 

3.4 

30 

8 

ources  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System  (1BES),  a  senice  of  Lynch,  Jones 

&  Ryan  via  Micro/Scan  from 

Lotus  CD  lm>estment;  Forbes. 

?ES,  APRIL  25,  1988 
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Securities  produ;  is  offered  by  New  England  Securities  Corporation 


WHAT  DO  YOU  NEED  TO  BUILD 
STRONG  FINANCIAL  FUTURE 


©  1988.  New  England  Mutual  Life  Insurance  Company.  Boston.  MA 


You  need  a  financial  services  company  that 
ecognizes  the  value  of  long-term  relationships. 

For  more  than  150  years,  The  New  England 
las  worked  hard  to  build  relationships  with  our  di- 
nts based  on  respect  and  commitment 

When  you  form  a  relationship  with  one  of  our 
epresentatives,  you  do  it  knowing  that  person  is 
oing  to  take  the  time  to  understand  your  needs 
nd  become  familiar  with  your  lifestyle.  Then, 
irawing  upon  a  wealth  of  knowledge  and  experi- 
I  nee,  he  or  she  will  help  you  make  sure  you're 


financially  well-positioned  for  years  to  come. 

And  consider  the  range  of  financial  products 
and  services  our  representative  can  make  available 
to  you:  life  insurance,  investment  products,  financial 
planning,  employee  benefits.  That's  why  we  have 
more  than  $40  billion  in  assets  under  management. 

For  a  free  brochure  about  our  products  and 
services,  as  well  as  the  name  of  your  local  represen- 
tative, phone  1-800-222-2725,  Ext.  356. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner" 


»■ 


The  Forbes  500s 

on 

Wall  Street 

Company  /fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price  — 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

—  Stock  price 

ratios 

price, 
sales 

recent 

5-year          latest 
high-low    12  months 

1988 
est 

UST  Inc/Dec 

UST 

n 

32-   13 

32-  20 

30M 

14% 

127% 

17- 

9 

13.4 

11.4 

2.89 

USX/Dec 

X 

n 

39-  15 

39-  21 

31% 

16 

130 

65- 

8 

64.8 

11.4 

0.60 

Utah  Power  &  Light/Dec 

UTP 

n 

37-  20 

31-  21 

29% 

13 

126 

23- 

8 

12.2 

12.1 

1.75 

Valhi/Dec 

VHI 

n 

15-     1 

15-     5 

9'/8 

82 

204 

57- 

3 

57.0 

NA 

0.76 

Valley  Bancorp/Dec 

VYBN 

0 

31-  10 

31-  21 

23 

-8 

102 

15- 

5 

11.2 

9.1 

0.92 

Valley  Federal  S&L/Dec 

VFED 

0 

22-     3 

22-  10 

16% 

-5 

106 

6- 

4 

6.3 

5.3 

0  31 

Valley  National/Dec 

VNCP 

0 

50-   18 

43-  26 

29% 

-29 

80 

NM- 

6 

NM 

6.6 

0.55 

VF/Dec 

VFC 

n 

48-  11 

48-  22 

32  Vi 

-22 

87 

20- 

6 

12.3 

10.6 

086 

Viacom /Dec 

VIA 

a 

NA-NA 

29-   10* 

25% 

NA 

NA 

NA-NA 

NA 

NM 

1.33 

Vons  Cos/Dec 

VON 

n 

14-     2 

14-     6 

7>/8 

-21 

89 

NM- 

16 

NM 

25.5 

0.06 

Vulcan  Materials/Dec 

VMC 

n 

164-  58 

164-  95 

151 

9 

122 

19- 

9 

13.8 

12.8 

1.71 

Wal-Mart  Stores/Jan 

WMT 

n 

43-     7 

43-  20 

29% 

2 

114 

44- 

19 

26.8 

21.3 

1.05 

Walgreen/Aug 

WAG 

n 

45-  13 

45-  25 

327/s 

-12 

99 

27- 

11 

18.6 

15.0 

0.46^ 

Wang  Laboratories  |un 

WANB 

a 

43-   10 

19-  10 

125/8 

-24 

85 

21- 

13 

21.4 

14.9 

0.68 

Warner  Commun/Dec 

WCI 

n 

39-     9 

39-  18 

327s 

2 

114 

18- 

10 

17.6 

14.8 

1.22 

Warner-Lambert/Dec 

WLA 

n 

88-  26 

88-  48 

76% 

-1 

111 

19- 

10 

18.5 

15.8 

1.51 

Washington  Mutual/Dec 

WAMU 

0 

27-     4 

27-   11 

14% 

-38 

69 

5- 

2 

5.2 

5.5 

0.40 

Washington  Post/Dec 

WPOB 

a 

269-  60 

269-150 

223V8 

19 

133 

27- 

11 

15.4 

17.5 

2  19 

Washington  Water/Dec 

WWP 

n 

32-   16 

30-  22 

25% 

-13 

97 

27- 

5 

11.1 

11.0 

1.44 

Waste  Management/Dec 

WMX 

n 

49-     7 

49-  28 

367/« 

-6 

105 

33- 

10 

25.3 

19.5 

3.01 

Weis  Markets/Dec 

WMK 

n 

42-   13 

42-  27 

31 

5 

118 

26- 

11 

18.7 

16.8 

1  25 

Wells  Fargo/Dec 

WFC 

n 

60-   14 

60-  38 

53% 

4 

116 

NM- 

5 

NM 

6.9 

0.62 

West  Point-Pepperell/Sep 

WPM 

n 

36-   17 

36-  21 

34% 

17 

131 

19- 

6 

14.0 

13.6 

0.60 

Western  Capital  Inv/Dec 

WECA 

0 

22-   10' 

21-   10 

15  % 

8 

103 

NM- 

6* 

NM 

9.2 

0.38 

Western  S&L/Dec 

WSL 

n 

27-     4 

23-     7 

75/8 

-67 

37 

23- 

3 

3.4 

NA 

1!   14 

Westinghouse/Dcc 

WX 

n 

75-  20 

75-  40 

51% 

-20 

89 

15- 

7 

10.1 

9.2 

0.70 

Westvaco/Oct 

W 

n 

38-   13 

38-  23 

31  Vi 

-9 

102 

22- 

7 

12.5 

11.6 

1.04 

Wetterau/Mar 

WETT 

o 

27-     8 

27-   16 

20% 

-13 

97 

18- 

8 

13.5 

11.0 

0.13 

Weyerhaeuser/Dec 

WY 

n 

60-  25 

60-  30 

43 'A 

-24 

86 

48- 

9 

13.7 

10.6 

0.67 

Whirlpool/Dec 

WHR 

n 

42-   18 

41-  20 

27% 

-31 

77 

16- 

7 

10.8 

9.7 

0  4S 

Whitney  Holding/Dec 

t 

o 

66-  40 

66-  51 

SO1': 

-9 

101 

16- 

8 

12.5 

NA 

1  48 

Wickes  Cos/|an 

WIX 

n 

41-     7 

25-     7 

10'A 

-46 

61 

4- 

2 

3.8 

8.3 

0.14 

Willamette  Inds  1  let 

WMTT 

0 

64-   14 

63-  31 

47^ 

-24 

85 

36- 

6 

9.9 

8.7 

0  84 

Williams  Cos/Dec 

WMB 

n 

38-   18 

38-  20 

26% 

-19 

91 

11- 

5 

10.6 

16.2 

0.S7 

Wilmington  Trust/Dec 

W1LM 

0 

36-     6 

36-  20 

30 

-15 

95 

18- 

6 

12.2 

10.6 

1  S3 

Wilson  Foods/|ul 

WILF 

0 

15-     4 

13-     7 

10V4 

-12 

98 

41- 

9 

41.3 

9.2 

0.08 

Winn-Dixie  Stores/Iun 

WIN 

n 

59-  26 

52-  38 

42% 

-13 

97 

23- 

9 

15.2 

15.0 

0.19 

Wisconsin  Energy  /Dec 

WEC 

n 

32-   11 

27-  21 

24% 

-3 

109 

13- 

6 

9.7 

9.7 

1.20 

Witco 

Wll 

n 

47-   15 

47-  27 

35V« 

-23 

87 

16- 

6 

13.0 

10.8 

o.ss 

FW  Woolworlh/lan 

Z 

n 

60-    IS 

60-  30 

48 '/s 

-4 

108 

17- 

8 

12.6 

11.1 

0.43 

Wm  Wriglev  |r 

WWY 

n 

i:       7 

41-  20 

40V8 

57 

176 

24- 

8 

24.0 

20.3 

1.05 

Xerox/Dec 

XRX 

n 

85-  33 

85-  50 

57V4 

-23 

86 

21- 

9 

10.7 

9.5 

0  M 

Yi'llow  Freight  S) 

YELL 

o 

43-   12 

43-  21 

31% 

-1 

111 

30- 

7 

21.8 

14.4 

0.51 

7.avi 

ZY 

n 

44-    11 

37-    14 

215/8 

-28 

80 

39- 

s 

10.3 

13.3 

0.2C 

Zenith  Electrooica/Dec 

ZE 

n 

.19-   10 

34-    10 

l7Vi 

-29 

80 

NM- 

7 

NM 

19.7 

0.19 

■    . 

ZION 

0 

64-    19 

47-    19 

24  'A 

-47 

59 

NM- 

6 

NM 

7.8 

0.5( 

i'  d  indicated     tNorJdoer  symbol  for  whitne) 

Holding     NA  Not  available  or  applk 

able     NM  Not  meaningful.    E:  Estimate 

Stock  prices  as  1 
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KmSt 

net 
profit 
margin 

latest 

12  months 

EPS 

1987 
EPS 

indicated 
rate 

Dividends 

payout 
yield                ratio 

5-year 

growth 

rate 

estimated 
1988 
EPS 

%  change 

'88  vs  '87 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

22.7% 

$2.25 

$2.25 

$2.66 

18% 

15 

average 

$0.52 

1.7% 

23% 

19% 

1.5 

0.49 

0.49 

2.78 

467 

29 

low 

1.20 

3.8 

245 

6 

14.7 

2.39 

2.39 

2.42 

1 

19 

low 

2.32 

7.9 

97 

0 

0.8 

0.16 

0.16 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

8.2 

2.05 

2.05 

2.52 

23 

3 

very  high 

0.88 

3.8 

43 

6 

5.2 

2.66 

2.66 

3.15 

18 

1 

NM 

none 

NA 

NA 

NA 

NM 

-2.25 

-2.25 

4.53 

NM 

21 

average 

1.44 

4.8 

NM 

10 

7.0 

2.65 

2.65 

3.06 

15 

19 

very  high 

0.84 

2.6 

32 

14 

NM 

NA 

NA 

-5.00 

NM 

1 

NM 

none 

NA 

NA 

NA 

NM 

-0.14 

-0.14 

0.28 

NM 

2 

NM 

none 

NA 

NA 

NA 

12.6 

10.94 

10.24 

11.83 

16 

6 

average 

3.92 

2.6 

36 

9 

3.9 

• 

1.11 

1.11 

1.40 

26 

28 

high 

0.16 

0.5 

14 

32 

2.5 

> 

1.77 

1.68 

2.19 

30 

14 

high 

0.60 

1.8 

34 

15 

3.1 

0.59 

-0.44 

0.85 

NM 

31 

low 

0.16 

1.3 

27 

12 

8.8 

1.87 

1.87 

2.22 

19 

22 

average 

0.56 

1.7 

30 

0 

8.5 

• 

4.15 

4.15 

4.87 

17 

36 

very  high 

2.16 

2.8 

52 

6 

.            7-7 

2.83 

2.83 

2.69 

-5 

11 

average 

0.40 

2.7 

14 

0 

14.2 

14.52 

14.52 

12.77 

-12 

17 

high 

1.56 

0.7 

11 

4 

17.1 

2.31 

2.31 

2.35 

2 

5 

low 

2.48 

9.6 

107 

0 

11.9 

1.46 

1.46 

1.89 

29 

23 

very  high 

0.36 

1.0 

25 

21 

6.7 

1.66 

1.66 

1.85 

11 

6 

very  high 

0.50 

1.6 

30 

15 

1.1 

0.52 

0.52 

7.80 

NM 

32 

average 

2.00 

3.7 

385 

16 

4.3 

2.49 

2.38 

2.56 

8 

13 

very  high 

1.20 

3.5 

48 

-1 

0.1 

0.03 

0.03 

1.65 

NM 

5 

low 

none 

NA 

NA 

NA 

5.3 

2.23 

2.23 

NA 

NA 

NA 

NA 

0.22 

2.9 

10 

26 

6.9 

5.12 

5.12 

5.65 

10 

21 

very  high 

1.72 

3.3 

34 

17 

8.1 

2.53 

2.25 

2.72 

21 

18 

average 

0.80 

2.5 

32 

6 

0.9 

1.55 

1.64E 

1.90 

16 

6 

very  high 

0.52 

2.5 

34 

4 

5.1 

3.18 

3.18 

4.10 

29 

22 

average 

1.80 

4.1 

57 

1 

4.3 

2.53 

2.53 

2.81 

11 

12 

average 

1.10 

4.0 

43 

3 

11.8 

4.03 

4.03 

NA 

NA 

NA 

NA 

2.56 

5.1 

64 

NA 

4.0 

2.78 

2.78 

1.27 

-54 

8 

very  low 

none 

NA 

NA 

NA 

8.5 

4.78 

4.78 

5.44 

14 

11 

average 

1.20 

2.5 

25 

5 

5.1 

2.54 

2.54 

1.66 

-35 

13 

low 

1.40 

5.2 

55 

4 

15.2 

2.46 

2.46 

2.84 

15 

8 

average 

0.84 

2.8 

34 

14 

0.3 

0.26 

0.40 

1.17 

192 

6 

low 

none 

NA 

NA 

NA 

1.3 

2.78 

2.72 

2.82 

4 

6 

average 

0.62 

1.5 

22 

4 

12.4 

2:55 

2.55 

2.54 

0 

27 

high 

1.44 

5.8 

56 

8 

4.4 

2.72 

2.72 

3.27 

20 

11 

high 

1.28 

3.6 

47 

8 

3.5 

3.81 

3.81 

4.32 

13 

25 

high 

1.32 

2.7 

35 

8 

9.0 

1.69 

1.69 

2.00 

18 

7 

very  high 

0.98 

2.4 

29 

71 

3.8 

5:35 

5.35 

6.05 

13 

14 

average 

3.00 

5.2 

56 

0 

1            2.3 

1.44 

1.44 

2.18 

51 

23 

average 

0.62 

2.0 

43 

11 

1           2° 

2.10 

2.10 

1.63 

-22 

14 

low 

0.40 

1.8 

19 

42 

NM 

-0.78 

-0.78 

0.89 

NM 

9 

very  low 

none 

NA 

NA 

NA 

NM 

-2.51 

-2.51 

3.09 

NM 

5 

average 

1.44 

5.9 

NM 

4 

tl  Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  lynch,  Jones 

&  Ryan  via  Micro/Scan  from 

Lotus  CD  Investment;  Forbes. 
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FREE  INFORMATION  FOR  READERS  OF  FORBES! 

The  advertisers  listed  here  want  to  make  information  available  to  readers 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To  obte 
information,  see  the  adjoining  page. 


Products/Services  Information 


1.  Air  France 

2.  Alexander  Proudfoot 

3.  American  Re-Insurance  Company 

4.  American  Society  of  CLU  &  ChFC 

5.  Audemars  Piguet 

6.  British  Airways 

7.  Campton  Place  Hotel 

8.  Chevrolet  Fleet  Sales 

9.  Chubb  Group  of  Insurance 
Companies 

*10.   CIGNA  Corporation 

11.   College  for  Financial  Planning 
*12.   Conrail 

13.  Daewoo 

14.  Eastman  Kodak  Company 

15.  Embassy  Suites  Hotels 
*16.   EQUICOR 

*17.   Fansteel 

18.  First  Boston 

19.  Guides  to  Multinational  Business, 
Inc. 

20.  Robert  Half  International  Inc. 

21.  Frank  B.  Hall  &  Co.  Inc. 


Annual  Reports 

62.  ALLTEL  Corporation 

63.  AMETEK,  Inc. 

64.  Armco  Inc. 

65.  Bally  Manufacturing  Corporation 

66.  Centel  Corporation 


22.  Harrah's  Marina  Hotel  Casino 

23.  Hartmann  Luggage  Company 

24.  Hyatt  Hotels  &  Resorts 

25.  Insurance  Information  Institute 

26.  InteCom,  Inc. 

27.  KLM 

28.  La  Mancha  Private  Villas  and  Court 
Club — Private  Pools  and  Spas 
The  Lancaster  Hotel 
Lark  Luggage 
Leaseway  Transportation 
Mack  Trucks 
MagneTek,  Inc. 

34.  Management  Recruiters 

35.  MasterCard  Business  Card 
Mead  Paper 

Navistar  International  Corp. 
The  New  England 

New  Man®  Hair  Addition — Avoid  the 
coming  recession 
NYNEX  Business  Centers 
NYNEX  Corporation 


29. 
30. 
31. 
f32. 
33. 


36. 
37. 
38. 
39. 

40. 
41. 


67.  Conrail 

68.  Deb  Shops,  Inc. 

69.  F.P.  Special  Assets  Limited 

70.  Greyhound  Corporation 

71.  ICI 


Area  Development  Information 


76.  Alabama  Development  Office  *79. 

77.  California  Department  of  Commerce 

78.  Greater  Charlotte  Economic  80. 
Development  Corporation  81 . 


Nestle  Enterprises,  Inc. 

84.  Beech-Nut  Nutrition  Corporation  87. 

85.  Hills  Brothers  Coffee,  Inc.  88. 

86.  L  J.  Minor,  Inc.  89 


Henrico  County  Industrial 
Development  Authority 
Landfall  Associates,  Inc. 
New  York  State  Department  of 
Economic  Development 


Nestle  Foods  Corporation 
Stouffer  Foods  Corporation 
Stouffer  Hotel  Company 


42.  OMNIFAX/Telautograph 

43.  Pacific  Financial  Companies 

44.  The  Ponchartrain  Hotel 

45.  T.  Rowe  Price  International  B 
Fund 

46.  Ricoh  of  America,  Inc. 

47.  Riken  America,  Inc. 

48.  Schott  Corporation 

49.  Scudder  401  (k)  Plan 

50.  Sheraton  Hotels  World  Wide 
Directory 

51 .  South  African  Airways 

52.  SteinRoe  Mutual  Funds 

53.  Stone  Container  Corporation 

54.  Stouffer  Hotels 

55.  Strong  Mutual  Funds 

56.  Ticor  Title 

57.  Toyota  Motor  Sales,  U.S.A.,  I 

58.  Trump  Pare 

59.  Trump  Plaza  of  the  Palm  Bet 

60.  Trusthouse  Forte  Hotels 

61 .  US  WEST  Financial  Services 


72.  Parker  Hannifin  Corporation 

73.  Phillips  Petroleum  Company 

74.  Rockwell  International 

75.  VebaAG 


82.  State  of  Missouri 

83.  Taiwan  Industrial  Developme^ 
Investment  Center 


90.  Stouffer  Restaurant  Company  \ 

91.  Wine  World,  Inc. 


Patrick  Foley 


Chairman.  Hyatt  Hotel  Corporation  and 
Vice  Chairman  &  CEO  of  Braniff  Airlines, 
Insight  reader 


The  typical  Insight  reader  is  anything 
but  typical. 

They  hold  key  positions  in  government 
and  business.  They're  opinion  leaders 
and  decision  makers.  And  they  have  the 
power  to  bring  about  change. 

According  to  a  Simmons  survey, 
Insight  reaches  the  highest  concentra- 
tion of  affluent  readers  of  any  national 
newsweekly.  And  it's  read  by  nearly  four 
million  people  each  week.* 

What  does  Patrick  Foley  say  about  it? 

"Insight  magazine  goes  into  more  depth 
than  the  average  weekly  publication. 
You  can  read  some  of  the  competitors 
and  they  just  basically  skim  the  surface." 

If  you  want  advertising  results  that  are 
more  than  just  typical,  ask  your  agency 
about  Insight  Or,  if  you're  with  an  agency, 
call  us. 

In  New  York,  our  representative  is  Jack 
Mandable  at  212/599-1730.  In  Chicago, 
call  Dick  Wetthasat  312/346-8810.  In 
Detroit,  call  |on  Stitle  at  313/651-2770. 
In  Los  Angeles,  call  Bill  Bauer  at 
213/820-1550.  And  in  Washington,  D.C., 
call  Tim  Hutchens  at  202/636-8870. 

'Circulation  is  ovet  "np  milhon 


Insight 

Talk  to  the 
powers  that  be. 


\  typical  male. 
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JRailioad  Man, 
s All  EtyLong. 


If  you  think  we're  just  a  railroad, 
take  another  look. 

We're  the  21st  largest  computer 
operation  in  the  world.  We  use 
computers  to  help  us  move  more 
freight  in  less  time  with  less  fuel. 
The  programs  we've  invented  are 
so  advanced,  we're  selling  them  to 
other  transportation  companies. 

In  fact,  we're  one  of  the  largest 
companies  offering  computer 
services  to  the  open  market,  and 
it's  a  growth  area  for  us. 

Information  power  is  what  you 
need  if  you're  going  to  be  a  Global 
Transporter.  So  far,  we're  the  only 
company  that  can  do  it.  This  is  a 
company  on  the  move. 


TheGcfl 
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Where  to  find  The  Forbes  500s 


This  section  lists  basic  data  on  the  796  compani< 
in  the  Forbes  500s.  Address,  telephone,  industry 
group  and  CEO  are  included. 


Abbott  Laboratories 

Route  137  &  Waukegan  Road 

Abbott  Park,  IL  60064 

312-937-6100 

CEO:  Robert  A  Schoellhom 

Health-drugs 

Health-medical  supplies 

Alco  Standard 

PO  Box  834 

Valley  Forge,  PA  19482-0834 

215-296-8000 

CEO:  Ray  B  Mundt 

Conglomerates 

Services  &  related  products-office 

Altus  Bank  FSB 
PO  Box  16267 
Mobile,  AL  36616 
205-473-0500 

CEO:  William  L  Watson  E 
Banks-thrift  institutions 

Aetna  Life  &  Casualty 
151  Farmington  Avenue 
Hartford,  CT  06156 
203-273-0123 

CEO:  lames  T  Lynn 
Insurance-diversified 

Alexander  &  Alexander  Services 

1211  Avenue  of  the  Americas 

New  York,  NY  10036 

212-840-8500 

CEO:  Tinslcy  H  Irvin 

Insurance-brokers 

Aluminum  Co  Of  America 
1501  Alcoa  Building 
Pittsburgh,  PA  15219 
412-553-4545 

CEO:  Paul  H  O'Neill 
Metals-nonferrous 

Affiliated  Publications 
135  Morrissey  Boulevard 
Boston,  MA  02107 
617-929-3035 

CEO:  William  O  Taylor 
Communications-publishing 

Alexander  &  Baldwin 

PO  Box  3440 

Honolulu,  HI  96801 

808-525-6611 

CEO:  Robert  I  Pfeiffer 

Surface  transportation-shipping 

AMAX 

200  Park  Avenue 

New  York,  NY  10166 

203-629-6000 

CEO.  Allen  Bom 

Coal 

Metals-nonferrous 

HF  Ahmanson 

3731  Wilshire  Boulevard 

Los  Angeles,  CA  90010 

213-487-4277 

CEO:  Richaid  ll  DeibJ 

Banks  thrill  institutions 

Allegheny  Power  System 
320  Park  Avenue 
New  York,  NY  10022 
212-752-2121 

CEO:  Klaus  Bergman 
Electric  utilities-northeast 

Amdahl 

Box  3470 

Sunnyvale,  CA  94088-3470 

408-746-6000 

CEO:  John  C  Lewis 
Electronics-computers 

Air  Products  &  Chemicals 

PO  Box  538 

Allentown,  PA  18105 

215-481-4'Mi 

CEO:  Dexter  F  Baker 

Chemicals  specialized 

Allegis 

PO  Box  66919 

Chicago,  IL  60666 

312-956-2400 

CEO:  Stephen  M  Wolf 

Air  transport-passenger 

Amerada  Hess 

1 185  Avenue  of  the  Americas 

New  York,  NY  10036 

212-997-8500 

CEO:  Leon  Hess 

Oil  &  gas-domestic 

Albertson's 

PO  Box  20 

Boise,  ID  83726 

208-385-6200 

CEO:  Warren  E  McCain 

id  distributors  major  supermarket-. 

Allied-Signal 

PO  Box  4000R 

Morristown,  N|  07960 

201-455-2000 

CEO:  Edward  L  Hennessy  (r 

Aerospace  &  defense 

Automotive-auto  parts/Chemicals-speciahzcd 

American  Brands 

PO  Box  811 

Old  Greenwich,  CT  06870-0811 

203-698-5000 

CEO:  William  )  Alley 

Conglomerates 

Beverages  &.  tobacco-tobacco 

Mn>  Health  Servit 

A  19482-0959 

Alltel 

100  Executive  Parkway 

Hudson,  OH  44236 

216-650-7000 

CEO:  loe  T  Ford 

Telecommunications-earners 

American  Capital 
1221  Brickell  Avenue 
Miami,  FL  33131 
305-526-1400 

CEO:  Jack  D  Burstein 
Banks-thrift  institutions 

-J 

^^^■^■^■■■■■■■■■H 

American  Continental 
2735  East  Camelback  Road 
Phoenix,  AZ  85016 
602-957-7170 

CEO:  Charles  H  Keating  Jr 
Banks-thrift  institutions 
Finance-services 

American  Petrofina 

8350  North  Central  Expressway 

Dallas,  TX  75206 

214-750-2900 

CEO:  Kenneth  W  Perry 
Oil  &  gas-domestic 

Ames  Department  Stores 
2418  Main  Street 
Rocky  Hill,  CT  06067-0801 
203-563-8234 

CEO:  Peter  B  Hollis 
Retailing-discount  &  variety 

American  Cyanamid 

One  Cyanamid  Plaza 

Wayne,  NJ  07470 

201-831-2000 

CEO:  George  I  Sella  Jr 

Chemicals-diversified 

Health-drugs 

American  President  Cos  Ltd 

1800  Harrison  Street 

Oakland,  CA  94612 

415-272-8000 

CEO:  W  Bruce  Sea  ton 

Surface  transportation-shipping 

Amfac 

PO  Box  7813 

San  Francisco,  CA  94120 

415-772-3300 

CEO:  Richard  L  Griffith 

Conglomerates 

Food  processors-commodities 

American  Electric  Power 
One  Riverside  Plaza 
Columbus,  OH  43215 
614-223-1000 

CEO:  Willis  S  White  Jr 
Electric  utilities-north  central 

American  Savings  &  Loan  Assn  of  Fla 
17801  NW  Second  Avenue 
Miami,  FL  33169-5089 
305-653-5353 

CEO:  Edward  P  Mahoney 
Banks-thrift  institutions 

Amoco 

PO  Box  87703 

Chicago,  IL  60680-0703 

312-856-6111 

CEO:  Richard  M  Morrow 
Oil-international 

American  Express 
i  American  Express  Tower 
New  York,  NY  10285-4805 
212-640-2000 

CEO:  James  D  Robinson  III 
Finance-services 

American  Savings  Bank  FSB 

99  Church  Street 

White  Plains,  NY  10601 

914-287-2600 

CEO:  John  T  Morgan 

Banks-thrift  institutions 

Amoskeag 
Prudential  Center 
Boston,  MA  02199-4599 
617-262-4000 

CEO:  Joseph  B  Ely  II 
Consumer-home  furnishings 

American  Family 
1932  Wynnton  Road 
Columbus,  GA  31999 
404-323-3431 

CEO:  John  B  Amos 
Insurance-life  &  health 

American  Standard 

40  West  40th  Street 

New  York,  NY  10018 

212-703-5100 

CEO:  William  B  Boyd 

Building-commercial/Surface  transportation- 

railroads/Building-miscellaneous  materials 

AMP 

Harrisburg,  PA  17105-3608 

717-564-0100 

CEO:  Walter  F  Raab 
Electronics-equipment 

American  General 

PO  Box  3247 

Houston,  TX  77253 

713-522-1111 

CEO:  Harold  S  Hook 

Insurance-diversified 

American  Stores 

PO  Box  27447 

Salt  Lake  City,  UT  84127-0447 

801-539-0112 

CEO:  Lennie  S  Skaggs 

Food  distributors-major  supermarkets 

Retailing-drugs 

AMR 

PO  Box  619616 

DFW  Airport,  TX  75261-9616 

817-355-1234 

CEO:  Robert  L  Crandall 

Air  transport-passenger 

American  Home  Products 

685  Third  Avenue 

New  York,  NY  10017-4085 

212-878-5000 

CEO:  John  R  Stafford 

Health-drugs 

American  Telephone  &  Telegraph 
550  Madison  Avenue 
New  York,  NY  10022-3297 
212-605-5500 

CEO:  James  E  Olson 
Telecommunications-carriers 

AmSouth  Bancorporation 
PO  Box  11007 
Birmingham,  AL  35288 
205-320-7151 

CEO:  John  W  Woods 
Banks-southeast 

American  International  Group 

70  Pine  Street 

New  York,  NY  10270 

212-770-7000 

CEO:  Maunce  R  Greenberg 
1  Insurance-diversified 

AmeriFirst  Bank 
PO  Box  026029 
Miami,  FL  33102-6029 
305-577-6100 

CEO:  Thomas  R  Bomar 
Banks-thrift  institutions 

Anadarko  Petroleum 

PO  Box  1330 

Houston,  TX  77251-1330 

713-875-1101 

CEO:  Robert  J  Allison  Jr 

Oil  &  gas-domestic 

American  Medical  International 
414  North  Camden  Drive 
Beverly  Hills,  CA  90210 
213-278-6200 

CEO:  Walter  L  Weisman 
■  Health-services 

Ameritech 

30  South  Wacker  Drive 

Chicago,  IL  60606 

312-750-5000 

CEO:  William  L  Weiss 
Telecommunications-carriers 

Anchor  Savings  Bank  FSB 
1420  Broadway 
Hewlett,  NY  11557 
516-596-3900 

CEO:  Donald  L  Thomas 
Banks-thrift  institutions 

American  National  Insurance 

One  Moody  Plaza 

Galveston,  TX  77550 
1    409-763-4661 
;    CEO:  Orson  C  Clay 
|  Insurance-life  &  health 

* 

AmeriTrust 

PO  Box  5937 

Cleveland,  OH  44101-0937 

216-687-5000 

CEO:  Jerry  V  Jarrett 

Banks-north  central 

Anheuser-Busch  Cos 

One  Busch  Place 

St  Louis,  MO  63118-1852 

314-577-2000 

CEO:  August  A  Busch  ffl 

Beverages  &  tobacco-alcoholic  beverages 
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ITis  a  driving  force. 


IT  is  ITT  AUTOMOTIVE,  the  dynamic  auto- 
motive products  group  of  the  ITT  Corporation. 
ITT  Automotive  is  recognized  as  an  industry 
leader  creating  innovative  products.  Like  a 
revolutionary  new  integrated  traction  control 
and  anti-lock  braking  system  that  dramatically 
improves  driving  performance  and  safety. 

With  79  state-of-the-art  plants  in  12  countries 
and  29,000  imaginative  employees,  ITT  Auto- 
motive has  the  ability  to  put  an  idea  down  on 
paper  and  the  technological  expertise  to  turn  it 
into  reality. 

That  has  helped  ITT  Automotive  contribute 
over  $2  billion  to  a  total  ITT  revenue  of  $17.4 
billion  in  1986. 

And  has  helped  make  ITT  a  driving  force  in 
the  industry. 


.. 


rrisin 

BUILDING  BUSINESSES  INTO  LEADERS 


Where  to  find  The  Forbes  500s 

Aon  (formerly  Combined  Intl) 
123  North  Wacker  Drive 
Chicago,  IL  60606 
312-701-3000 

CEO:  Patrick  G  Ryan 
Insurance-diversified 

Ashland  Oil 
PO  Box  391 
Ashland,  KY  41114 
606-329-3333 

CEO:  John  R  Hall 
Oil  &  gas-domestic 

Bally  Manufacturing 

8700  West  Bryn  Mawr  Avenue 

Chicago,  IL  60631 

312-399-1300 

CEO:  Robert  E  Mullane  Jr 
Leisure-entertainment 
Leisure-hotels  &  gaming 

Apple  Bank  for  Savings 

205  East  42nd  Street 

New  York,  NY  10017 

212-573-8000 

CEO:  Jerome  R  McDougal  Jr 

Banks-thrift  institutions 

Atlantic  Energy  (formerly  Atlantic 

City  Electric) 
PO  Box  1264 
Pleasantville,  NJ  08232 
609-645-4500 
CEO:  E  Douglas  Huggard 
Electric  utilities-northeast 

Baltimore  Bancorp 
PO  Box  896 
Baltimore,  MD  21203 
301-244-3360 

CEO:  Harry  L  Robinson 
Banks-Mid- Atlantic 

Apple  Computer 
20525  Mariani  Avenue 
Cupertino,  CA  95014 
408-996-1010 

CEO:  John  Sculley 
Electronics-computers 

Atlantic  Financial  Federal 
50  Monument  Road 
Bala  Cynwyd,  PA  19004 
215-668-6600 

CEO:  Donald  R  Caldwell 
Banks-thrift  institutions 

Baltimore  Gas  &  Electric 
PO  Box  1475 
Baltimore,  MD  21203 
301-234-5000 

CEO:  George  V  McGowan 
Electric  utilities-northeast 
Natural  gas-distributors 

Archer-Daniels-Midland 

PO  Box  1470 

Decatur,  IL  62525 

217-424-5200 

CEO:  Dwayne  O  Andreas 

Food  processors-commodities 

Atlantic  Richfield 
515  South  Flower  Street 
Los  Angeles,  CA  90071 
213-486-3511 

CEO:  Lodwnck  M  Cook 
Oil  &  gas-domestic 

Banc  One 

100  East  Broad  Street 

Columbus,  OH  43271-0261 

614-248-5944 

CEO:  John  B  McCoy 
Banks-north  central 

Argonaut  Group 

1800  Avenue  of  the  Stars 

Los  Angeles,  CA  90067 

213-553-0561 

CEO:  Charles  E  Rinsch 
Insurance-property  &  casualty 

Automatic  Data  Processing 

One  ADP  Boulevard 

Roseland,  \|  07068-1728 

201-994-5000 

CEO:  Josh  S  Weston 

Services  &  related  products-office 

Banco  Popular  de  Puerto  Rico 

GPO  Box  2708 

San  Juan,  PR  00936-2708 

809-765-9800 

CEO:  Rafael  Carrion  Jr 

Banks-southeast 

Aristech  Chemical 
600  Grant  Street 
Pittsburgh,  PA  15230-0250 
412-433-1121 

CEO:  Thomas  Marshall 
Chemicals-diversified 

Avery  International 

150  N  Orange  Grove  Boulevard 

Pasadena,  CA  91103 

818-304-2000 

CEO:  Charles  D  Miller 
Services  &  related 
products-office. 

Bancorp  Hawaii 
PO  Box  2900 
Honolulu,  HI  96846 
808-537-8111 

CEO:  Frank  J  Manaut 
Banks-westem 

Arkla 

PO  Box  21734 

Shreveport,  LA  71151 

318-429-2700 

CEO:  Thomas  F  McLany  IH 

Natural  gas-integrated 

Avnet 

767  Fifth  Avenue 

New  York,  NY  10153 

212-644-1050 

CEO:  Anthony  R  Hamilton 

Electronics-semiconductors 

Bank  of  Boston 
100  Federal  Street 
Boston,  MA  02110 
617-434-2200 

CEO:  Ira  Stepaman 
Banks-multinational 

i 

Armco 

300  Interpace  Parkway 

Parsippany,  N)  07054-0324 

201-316-5200 

CEO:  Robert  E  Bom 

Metals-steel 

Avon  Products 
9  West  57th  Street 
New  York,  NY  10019 
212-546-6015 

CEO  Hicks  B  Waldron 
Consumer-personal  products 

Bank  of  New  England 
28  State  Street 
Boston,  MA  02109 
617-742-4000 

CEO:  Walter  J  Connolly  Jr 
Banks-northeast 

Armstrong  World  Industries 
PO  Box  3001 
Lancaster.  PA  17604 
197-0611 

:am  W  Adams 
miscellaneous  materials 

Baker  Hughes 

PO  Box  4740 

Houston,  TX  77210-4740 

713-439-8600 

CEO:  James  D  Woods 
Oilfield  services 

Bank  of  New  York 
48  Wall  Street 
New  York,  NY  10286 
212-530-1784 

CEO:  John  Carter  Bacot 
Banks-northeast 

1  en  Lane 
i    \Y  1003K 

!ft00 

1      'me 

Ball  Corp 

PO  Box  2407 

Muncie,  IN  47307-0407 

317-747-6100 

CEO:  Richard  M  Ringoen 

Packaging 

Bank  South 
PO  Box  5092 
Atlanta,  GA  30302 
404-529-4111 

CEO:  Robert  P  Guyton 
Banks-southeast 

FORBES,  APRIL  25, 


Are  you  finding  it 

tough  to  get  your  banker  to  move 

on  a  corporate  credit  deal? 


987  TV  Bank  of  New  York    Member  FDIC     An  Equal  Opportunity  Lender 


You  shouldn't  have 
to  move  mountains  to 
get  your  bank  to  re- 
spond to  a  corporate 
credit  request. 

More  specifically, 
you  shouldn't  have  to 
move  a  calling  officer, 
a  team  leader,  a  staff 
credit  officer  and  a 
division  executive, 
much  less  a  multitude 
of  loan  committees. 
Fortunately,  The 
Bank  of  New  York 
takes  a  leaner  ap- 
proach to  the  approval 
process:  We  have  fewer 
people  involved,  so  the 
speed  with  which  we 
make  decisions  is 
greater. 

The  fact  is,  The 
Bank  of  New  York  is 
known  among  major 
corporations  as  offer- 
extremely 
quick  re- 
sponse to 
credit  and  any 
other  customer  re- 
quests. Which  should 
cplain  why  we  are  participating  in  more  corporate  credit  transactions  than  ever  before, 
nd  why  more  and  more  corporations  are  inviting  us  to  act  as  agent  on  major  credits. 

So  if  your  corporation  is  in  need  of  credit,  but  also  finds  itself  under-  tt: 
andably  short  on  patience,  The  Bank  of  New  York  is  most  anxious      r>  a  a; 


help. 


We  think  you'll  find  the  best  thing  about  working  with  people  who        JN.  lAV 
i'e  already  in  step  with  you,  is  that  you  don't  have  to  push  them.  lORK 


KOF 
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BankAmerica 

Box  37000 

San  j^ancisco,  CA  94137 

415-622-3456 

CEO:  Alden  W  Clausen 

Banks-multinational 


Becton  Dickinson 

One  Becton  Drive 

Franklin  Lakes,  NJ  07417-1880 

201-848-6800 

CEO:  Wesley  J  Howe 
Health-medical  supplies 


Black  &  Decker 
701  East  Joppa  Road 
Towson,  MD  21204 
301-583-3900 

CEO:  Nolan  D  Archibald 
Consumer-appliances 


Bankers  Trust  New  York 
280  Park  Avenue 
New  York,  NY  10017 
212-250-2500 

CEO:  Charles  S  Sanford  Jr 
Banks-multinational 


Bell  Atlantic 
1600  Market  Street 
Philadelphia,  PA  19103 
215-963-6000 

CEO:  Thomas  E  Bolger 
Telecommunications-carriers 


H&R  Block 
4410  Main  Street 
Kansas  City,  MO  64111 
816-753-6900 

CEO:  Henry  W  Bloch 

Finance-services 

Services  &  related  products-office 


BanPonce 

GPO  Box  G-3108 

San  Juan,  PR  00936 

809-754-9400 

CEO:  Alberto  M  Paracchini 
Banks-southeast 


BellSouth 

1155  Peachtree  Street  NE 

Atlanta,  GA  30367-6000 

404-249-2000 

CEO:  John  L  Clendenin 
Telecommunications-carriers 


Boatmen's  Bancshares 

PO  Box  236 

St  Louis,  MO  63166 

314-425-7500 

CEO:  Andrew  B  Craig  HI 
Banks-north  central 


CR  Bard 

731  Central  Avenue 

Murray  Hill,  NJ  07974 

201-277-8000 

CEO:  Robert  H  McCaffrey 

Health-medical  supplies 


Beneficial  Corp 
PO  Box  911 
Wilmington,  DE  19899 
302-798-0800 

CEO:  Finn  M  W  Caspersen 
Finance-services 


Boeing 

PO  Box  3707 

Seattle,  WA  98124 

206-655-2121 

CEO:  Frank  A  Shrontz 
Aerospace  &  defense 


Barnett  Banks 

PO  Box  40789 

Jacksonville,  FL  32203-0789 

904-791-7720 

CEO:  Charles  E  Rice 

Banks-southeast 


Battle  Mountain  Gold 

PO  Box  1383 

Houston,  TX  77251-1383 

713-227-6330 

CEO:  Douglas  J  Bourne 

Metals-nonferrous 


Benj  Franklin  Federal  S&L 
501  SE  Hawthorne  Boulevard 
Portland,  OR  97214 
503-248-1234 

CEO:  G  Dale  Weight 
Banks-thrift  institutions 


Bergen  Brunswig 
4000  Metropolitan  Drive 
Orange,  CA  92668-3510 
714-385-4000 

CEO:  Emil  P  Martini  Jr 
Health-drugs 


Boise  Cascade 
One  Jefferson  Square 
Boise,  ID  83728 
208-384-6161 

CEO:  John  B  Fery 

Paper 

Building-lumber 


Borden 

277  Park  Avenue 

New  York,  NY  10172 

212-573-4000 

CEO:  Romeo  J  Ventres 

Food  processors-branded  foods 

Chemicals-diversified 


Bdusch  &  Lomb 
PO  Box  54 

Rochester,  \Y  14601 
716-338-6000 
CEO:  Daniel  E  Gill 
Health-medical  supplic-- 


Berkshire  Hathaway 

1440  Kiewit  Plaza 

Omaha,  NE  68131 

402-346-1400 

CEO:  Warren  E  Buffett 

Conglomerates 

Insurance-property  &  casualty 


Boston  Edison 
800  Boylston  Street 
Boston,  MA  02199 
617-424-2000 

CEO:  Stephen  J  Sweeney 
Electric  utilities-northeast 


Baxter  Travenol  Laboratories 

One  Baxter  Parkway 

Deerfield,  1L  60015 

312-948-2000 

CEO:  Vemon  R  Loucks  |r 

Health  medical  supplies 


Best  Products 
PO  Box  26303 
Richmond,  VA  23260 
804-261-2000 

CEO:  Robert  E  R  Huntley 
Retailing-catalog  showrooms 


Bowater 

PO  Box  4012 

Darien,  CT  06820-4012 

203-656-7200 

CEO:  Anthony  P  Gammie 
Paper 


BayBanks 
175  Federal  Street 
Boston,  MA  021 10 
617-482-1040 

CEO  William  M  Crozu-i  |r 
lortheast 


Bethlehem  Steel 

Martin  Tower 

Bethlehem,  PA  18016 

215-694-2424 

CEO:  Walter  F  Williams 

Mctals-steel 


Branch  Corporation 
PO  Box  1847 
Wilson,  NC  27893 
919-399-4291 

CEO:  L  Vincent  Lowe  Jr 
Banks-southeast 


Ho  ii  Yearns  Cos 
245  Park  Avenue 

ork.  NY  10167 

000 
•   in  C  tireenbiTR 
age  houses 


Beverly  Enterprises 
PO  Box  90130 
Pasadena,  CA  91109-5130 
818-577-6111 

CEO:  Robert  Van  Tuyle 

tUakh-services 


Bristol-Myers 
345  Park  Avenue 
New  York,  NY  10154 
212-546-4000 

CEO:  Richard  L  Gelb 
Health-drugs 
Consumer-personal  products 
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Alabama's  technology  is  felt  in 
some  of  the  most  far-out  circles. 


Rust  International  Corporation,  one  of  the  world's  largest  engineering  and 
construction  firms,  co-sponsored  this  ad  with  the  State  of  Alabama. 


A  great  climate  for 

a  sophisticated 

business. 

The  following  comments  are 
'Davids.  Rozendale,  Chief Exec- 
ive  Officer  of  Rust  International 
irporation. 

"Alabama  has  the  most  sophis- 
ated  technological  talent  of  any 
ace  in  the  country.  They  produce 
:signs  and  facilities  as  modern 
any  in  the  world. 

"In  fact,  the  space  station  is 
ing  designed  at  Huntsville,  Ala- 


bama, where  much  of  the  Ameri- 
can space  program  has  been  con- 
ceived and  executed. 

"There's  a  technological  talent 
base  to  draw  on  here  that  you  don't 
have  elsewhere.  And  Alabama  has 
a  lot  to  offer  in  knowledge  of  new 
technology  for  manufacturing 
plants. 

"Some  of  the  most  advanced 
automated  facilities  in  the  country 
were  designed  entirely  in  Birming- 
ham. When  an  industry  moves  in 
here,  the  state  definitely  has  the 
talent  already  here  to  design  and 


build  the  facilities,  and  also  to  oper- 
ate and  maintain  them. 
"We  have  more  graduate  engineers 
than  any  other  state.  Birmingham, 
alone,  has  over  10,000  engineers. 
Huntsville  has  numerous  engineer- 
ing Ph.D.s. 

"So  in  Alabama,  a  technologi- 
cally sophisticated  company  feels 
right  at  home." 

AIABAMA 

The  Great  Surprise. 


Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  Toll  Free  1-800-248-0033. 
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Brown-Forman 

Capital  Cities/ ABC 

Centerior  Energy 

PO  Box  1080 

24  East  51st  Street 

PO  Box  94661 

Louisville,  KY  40210 

New  York,  NY  10022 

Cleveland,  OH  44101-4661 

3U2-585-1100 

212-421-9595 

216-447-3100 

CEO:  W  L  Lyons  Brown  Jr 

CEO:  Thomas  S  Murphy 

CEO:  Robert  M  Ginn 

Beverages  &  tobacco-alcoholic  beverages 

Communications-broadcasting 
Communications-publishing 

Electric  utilities-north  central 

Brown  Group 

Capital  Holding 

Centerre  Bancorporation 

PO  Box  29 

PO  Box  32830 

One  Centerre  Plaza 

St  Louis,  MO  63166 

Louisville,  KY  40232 

St  Louis,  MO  63101 

314-854-4000 

502-560-2000 

314-554-6066 

CEO:  Bernard  A  Bndgewater  Jr 

CEO:  Irving  W  Bailey  U 

CEO:  Clarence  C  Barksdale 

Retailing-shoes/Clothing-shoe  manufacturer 

Insurance-life  &  health 

Banks-north  central 

Retailing-miscellaneous 

Browning-Ferris  Industries 

Carnival  Cruise  Lines 

Centex 

PO  Box  3151 

3915  Biscayne  Boulevard 

PO  Box  19000 

Houston,  TX  77253 

Miami,  FL  33137 

Dallas,  TX  75219 

713-870-8100 

305-573-6030 

214-559-6500 

CEO:  Harry  ]  Phillips  Sr 

CEO:  Micky  Arison 

CEO:  Paul  R  Seegers 

Services  &  related  products-industrial 

Leisure-recreation 

Building-residential 
Building-commercial 

Brunswick 

Carolina  Power  &  Light 



Central  &  South  West 

One  Brunswick  Plaza 

PO  Box  1551 

PO  Box  660164 

Skokie,  IL  60077 

Raleigh,  NC  27602 

Dallas,  TX  75266-0164 

312-470-4700 

919-836-6111 

214-754-1000 

CEO:  lack  F  Reichert 

CEO:  Sherwood  H  Smith  |r 

CEO:  Durwood  Chalker 

Leisure-recreation 

Electric  utilities-southeast 

Electric  utilities-south  central 

Burlington  Northern 

Carter  Hawley  Hale  Stores 

Central  Bancshares  of  the  South 

999  Third  Avenue 

PO  Box  17902 

701  South  20th  Street 

Seattle,  WA  98104-4097 

Los  Angeles,  C A  90017 

Birmingham,  AL  36233 

206-467-3838 

213-620-0150 

205-933-3000 

CEO.  Richard  M  Bressler 

CEO:  Philip  M  Hawley 

CEO:  Harry  B  Brock  Jr 

Surface  transportation-railroads 

Retailing-department  stores 

Banks-southeast 

Natural  gas-producers  &  pipeliners 

Cabot 

Carteret  Bancorp 

Central  Fidelity  Banks 

PO  Box  9073 

200  South  Street 

PO  Box  27602 

Waltham,  MA  02254-9073 

Morristown,  NJ  07960 

Richmond,  VA  23261 

617-890-0200 

201-326-1000 

804-782-4000 

CEO:  Robert  A  Charpie 

CEO:  Robert  B  O'Brien  )r 

CEO:  Carroll  L  Saine 

Chemicals-specialized 

Banks  thrift  institutions 

Banks-Mid- Atlantic 

Oil  &  gas-domestic 

CalFed 

Castle  &  Cooke 

Central  Illinois  Public  Service 

5670  Wilshire  Boulevard 

10900  Wilshire  Boulevard 

607  East  Adams  Street 

Los  Angeles,  CA  90036 

Los  Angeles,  CA  90024 

Springfield,  IL  62739 

213-932-4200 

215-824-1500 

217-523-3600 

CEO:  George  P  Rutland 

CEO:  David  H  Murdock 

CEO:  Donald  G  Raymer 

Banks-thrift  institutions 

Food  processors-branded  foods 

Electric  utilities-north  central 

California  First  Bank 

Caterpillar 

CenTnist  Savings  Bank 

350  California  Street 

100  Northeast  Adams  Street 

101  East  Flagler  Street 

s.m  Francisco,  CA  94104-1476 

Peoria,  IL  61629-7310 

Miami,  FL  33131 

445-0200 

309-675-1000 

305-376-5000 

ihichi  Itoh 

CEO:  George  A  Schjckr 

CEO:  David  L  Paul 

urn 

Heavy  equipment-building  &.  mining 

Banks-thnft  institutions 

CalMat 

CBS 

Champion  International 

3200  San  Fernando  Road 

51  West  52nd  Street 

One  Champion  Plaza 

Los  Angeles,  C  A  90065 

New  York,  NY  10019 

Stamford,  CT  06921 

213-258-2777 

212-975-4321 

203-358-7000 

CEO-  A                           tell 

CEO:  Laurence  A  Tisch 

CEO:  Andrew  C  Sigler 

Bui!                                  :  sum 

Communications-broadcasting 

Paper 

Building-lumber 

Centel 

Chase  Manhattan 

8725  Higgins  Road 

One  Chase  Manhattan  Plaza 

1 

Chicago,  IL  60631 

New  York,  NY  10081 

312-399-2500 

212-552-2222 

I . 

CEO:  John  P  Frazec  Ir 

CEO:  Willard  C  Butcher 

Telecommunications-carriers 

Banks-multinational 

310 
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How  to 

outpsych  the 
nsurance  cycle. 


link  long  term'.  And  invest  in  a  long  term  relationship 

j'th  a  professional  reinsurer. 

!ilk  to  American  Re.  Our  strategy  is  a  commitment  to 

jiancial  stability,  uncompromising  underwriting 

andards  and  excellent  claims  programs.  And  a 

ijstomized  approach  to  client  service. 

e've  been  in  business  for  71  years  by  managing  the     American  Re-Insurance  Company 

•  'Cle  instead  Of  letting  it  manage  US.  One  Liberty  Plaza.  91  Liberty  Street,  New  York,  NY  10006  (212)  618-7000 

onta  •  Boston  •  Cllicago  •  Columbus  •  Dallas  •  Hartford  •  Kansas  City  •  Los  Angeles  •  Minneapolis  •  New  York  •  Philadelphia  •  San  Francisco 
Bogota  •  Cairo  •  London  •  Melbourne  •  Montreal  •  Santiago  •  Singapore  •  Sydney  •  Toronto 
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Chemical  New  York 
277  Park  Avenue 
New  York,  NY  10172 
212-310-6161 

CEO:  Walter  V  Shipley 
Banks-multinational 

Circus  Circus  Enterprises 

PO  Box  14967 

Las  Vegas,  NV  89114 

702-734-0410 

CEO:  William  G  Bennett 
Leisure-hotels  &  gaming 

Coastal  Corp 

Nine  Greenway  Plaza 

Houston,  TX  77046-0995 

713-877-1400 

CEO:  Oscar  S  Wyatt  Ir 

Oil  &  gas-domestic 

Natural  gas-producers  &  pipeliners 

Chevron 

225  Bush  Street 

San  Francisco,  CA  94104-4289 

415-894-7700 

CEO:  George  M  Keller 
Oil-international 

Citadel  Holding 

600  North  Brand  Boulevard 

Glendale,  CA  91203 

818-956-7100 

CEO:  lames  A  Taylor 

Banks-thrift  institutions 

Coca-Cola 

PO  Drawer  1734 

Atlanta,  GA  30301 

404-676-2121 

CEO:  Roberto  C  Goizueta 

Beverages  &  tobacco-soft  drinks 

Chicago  Pacific 

200  South  Michigan  Avenue 

Chicago,  IL  60604 

312-435-7300 

CEO:  Harvey  Kapnick 
Consumer-appliances 

Citicorp 

399  Park  Avenue 

New  York,  NY  10043 

212-559-1000 

CEO:  John  S  Reed 
Banks-multinational 

Coca-Cola  Enterprises 

PO  Box  1778 

Atlanta,  GA  30301-1778 

404-676-2100 

CEO:  Brian  G  Dyson 

Beverages  &  tobacco-soft  drinks 

Chrysler 

PO  Box  1919 

Detroit,  MI  48288-1919 

313-956-5741 

CEO:  Lee  A  lacocca 
Automotive-autos  &  trucks 

Citizens  &  Southern 
PO  Box  4899 
Atlanta,  GA  30302-4899 
404-581-2121 

CEO:  Bennett  A  Brown 
Banks-southeast 

Colgate-Palmolive 
300  Park  Avenue 
New  York,  NY  10022 
212-310-2000 

CEO:  Reuben  Mark 
Consumer-personal  products 

Chubb 

PO  Box  1615 

Warren,  NJ  07061-1615 

201-580-2000 

CEO:  Henry  U  Harder 

Insurance-property  &  casualty 

Citizens  Utilities 
PO  Box  3801 
Stamford,  CT  06905 
203-329-8800 

CEO   Ishicr  lacobson 
Telecommunications-carriers 
Electric  utilities-south  central 

Colorado  National  Bankshares 

PO  Box  5168 

Denver,  CO  80217 

303-629-1968 

CEO:  Will  F  Nicholson  Ir 

Banks-western 

Cigna 

One  Logan  Square 

Philadelphia,  PA  19103 

215-523-4000 

CEO:  Robert  D  Kilpatnck 

Insurance-diversified 

Finance-services 

City  National 

400  North  Roxbury  Drive 

Beverly  Hills,  CA  90210 

213-550-5400 

CEO:  Bram  Goldsmith 
Banks  western 

Colt  Industries 
430  Park  Avenue 
New  York,  NY  10022 
212-940-0400 

CEO:  David  I  Margolis 

Aerospace  &  defense/Automotive-auto  par 

Heavy  equipment-industrial 

Cincinnati  Bell 

PO  Box  2301 

Cincinnati,  OH  45201 

513-397-9900 

CEO:  DwiRht  H  Hibbard 

Telecommunications-carriers 

CityFed  Financial 
PO  Box  2872 
Palm  Beach,  FL  33480 
305-655-5919 

CEO:  Alfred  |  Hedden 
Banks-thrift  institutions 

Columbia  Gas  System 
20  Montchanin  Road 
Wilmington,  DE  19807 
302-429-5000 

CEO:  John  H  Croom 
Natural  gas-integrated 

Cincinnati  Financial 
PO  Box  145496 
Cincinnati,  OH  45250-5496 
513-870-2000 
CEO  |ohn  I  Schm 
Insurant  e  diversified 

Clorox 

1221  Broadway 

Oakland,  CA  94612 

415-271-7000 

CEO:  Charles  R  Weaver 

Consumer-household  products 

Columbia  Savings  &  Loan  Association 
8840  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
213-657-6134 

CEO:  Thomas  Spiegel 
Banks-  thrift  institutions 

Cincinnati  Gas  &  Electric 
PO  Box  960 
Cincinnati,  OH  45201 
513-381-2000 

CEO:  Jackson  H  Randolph 

-  a.irth  central 

CMS  Energy  (formerly  Consumers  Power) 
212  West  Michigan  Avenue 
lackson.  Ml  49201 
517-788-0550 

CEO   William  T  McCormick  |r 
1  It  i  trie  utilities  north  eentral 
Natural  gas  distributors 

Combustion  Engineering 

PO  Box  9308 

Stamford,  CT  06904 

203-329-8771 

CEO:  Charles  E  Hugel 

Heavy  equipment-industrial 

">084 

VZ  85072 

i                        les 

Coast  Savings  &  Loan  Association 

1000  Wilshire  Boulevard 

Los  Angeles,  CA  90017-2457 

213-688-2000 

CEO:  Ray  Martin 

Banks  thrift  institutions 

Comcast 

One  Belmont  Avenue 

Bala  Cynwyd,  PA  19004 

215-667-4200 

CEO:  Ralph  J  Roberts 

Communications-broadcasting 
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Saves  Fuel  For  Airlines  THat  Dorrr 
Have  Money  To  Burn. 

Even  at  today's  prices,  fuel  costs  make  up  a  major  chunk 
of  your  operating  costs.  And  burn  up  potential  profits. 

But  imagine  an  aircraft  that  will  burn  up  to  24%  less  fuel 
per  seat-mile  than  its  closest  competitors.  Right  away  you're  looking  at 
a  major  improvement  to  an  airline's  bottom  line. 

And  you're  looking  at  the  Airbus  A320.  The  most  techno- 
logically advanced,  fuel-efficient  aircraft  in  the  world. 

Its  sophisticated  fly-by-wire  controls  and  second-generation 
flight  management  system  combine  to  optimize  operating  and  fuel 
efficiencies.  And  a  unique  load  alleviation  system  allows  lighter  wings 
to  save  still  more  fuel. 

Of  course,  you'll  discover  fuel-saving  innovations  throughout 
the  full  family  of  Airbus  Industrie  aircraft.  Like  major  applications  of 
composite  materials  to  reduce  weight.  And  wingtip  fences  to  reduce  drag. 

Our  A300-600R  and  A310-300  also  feature  a  tailplane  trim 
tank,  to  cut  drag  even  further. 

Taken  together,  all  these  Airbus  Industrie  innovations 
significantly  lower  your  fuel  burn.  To  improve  your  bottom  line  today. 
And  to  protect  it  if  the  price  of  fuel  should  rise  tomorrow. 

S  AIRBUS  INDUSTRIE 

The  certain  choice  for  an  uncertain  world. 
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Where  to  find  The  Forbes  500s 

Comdisco 

6400  Shafer  Court 

Kosemont,  IL  60018 

312-698-3000 

CEO:  Kenneth  N  Pontikes 

Services  &  related  products-office 

ConAgra 

One  Central  Park  Plaza 

Omaha,  NE  68102 

402-978-4000 

CEO:  Charles  M  Harper 
Food  processors-branded  foods 

Cooper  Industries 
PO  Box  4446 
Houston,  TX  77210 
713-739-5400 

CEO:  Robert  Cizik 
Electrical  equipment 
Heavy  equipment-industrial 

Comerica 

211  West  Fort  Street 

Detroit,  MI  48275 

313-222-3300 

CEO:  Donald  R  Mandich 
Banks-north  central 

Consolidated  Edison 
4  Irving  Place 
New  York,  NY  10003 
212-460-4600 

CEO:  Arthur  Hauspurg 
Electric  utilities-northeast 

Adolph  Coors 
Golden,  CO  80401 
303-279-6565 

CEO:  Jeffrey  H  Coors 

Beverages  &  tobacco-alcoholic  beverages 

Commerce  Bancshares 

PO  Box  13686 

Kansas  City,  MO  64199-3686 

816-234-2000 

CEO:  David  W  Kemper 
Banks-north  central 

Consolidated  Freightways 

PO  Box  10340 

Palo  Alto,  CA  94303 

415-494-2900 

CEO:  Raymond  F  O'Brien 

Surface  transportation-trucking  &  leasing 

CoreStates  Financial 

PO  Box  7618 

Philadelphia,  PA  19101-7618 

215-629-3100 

CEO:  Terrence  A  Larson 
Banks-Mid- Atlantic 

Commerce  Clearing  House 

2700  Lake  Cook  Road 

Riverwoods,  IL  60015 

312-940-4600 

CEO:  Richard  T  Merrill 

Communications-publishing 

Services  &  related  products-office 

Consolidated  Natural  Gas 

Four  Gateway  Center 

Pittsburgh,  PA  15222-3199 

412-227-1000 

CEO:  George  A  Davidson  |r 

Natural  gas- integrated 

Corning  Glass  Works 

Houghton  Park 

Corning,  NY  14831 

607-974-9000 

CEO:  lames  R  Houghton 

Electronics-equipment/Consumer-home 

furnishings/Health-medical  supplies 

Commercial  Credit 
300  St  Paul  Place 
Baltimore,  MD  21202 
301-332-3000 

CEO:  Sanford  I  Weill 
Finance-services 

Consolidated  Papers 

PO  Box  8050 

Wisconsin  Rapids,  WI  54495-8050 

715-422-3111 

CEO:  George  W  Mead 
Paper 

Costco  Wholesale 

PO  Box  97077 

Kirkland,  WA  98083-9777 

206-828-8100 

CEO:  Jeffrey  H  Brotman 
Retailing-miscellaneous 

Commercial  Federal 
2120  South  72nd  Street 
Omaha,  NE  68124 
402-554-9200 

CEO:  William  A  Fitzgerald 
Banks  thrift  institutions 

Consolidated  Rail 

Six  Penn  Center  Plaza 

Philadelphia,  PA  19103-2959 

215-977-4000 

CEO:  L  Stanley  Crane 

Surface  transportation-railroads 

CPC  International 

PO  Box  8000 

Englewood  Cliffs,  NJ  07632 

201-894-4000 

CEO:  |ames  R  Eiszner 

Food  processors-branded  foods 

Food  processors-commodities 

Commonwealth  Edison 
PO  Box  767 

Chicago,  IL  60690-0767 
312-294-4321 

CEO:  fames  (  O'Connor 
Electric  utilities  north  central 

Contel 

PO  Box  105194 

Atlanta,  GA  30348 

404-391-8000 

CEO:  Donald  W  Weber 

Telecommunications-earners 

Cray  Research 

608  Second  Avenue  South 

Minneapolis,  MN  55402 

612-333-5889 

CEO:  John  A  Rollwagen 

Electronics-computers 

Community  Psychiatric  Centers 

24502  Pacific  Park  Drive 

Laguna  Hills,  CA  92653 

714-831-1166 

CEO:  lames  W  Conte 

Health  services 

Continental  Corp 

180  Maiden  Lane 

New  York,  NY  10038 

212-440-3980 

CEO:  |ohn  P  Mascotte 

Insurance-diversified 

Crestar  Financial  (formerly  United 

Virginia  Bancshares) 
PO  Box  26665 
Richmond,  VA  23261-6665 
804-782-5000 
CEO:  Richard  G  Tilghman 
Banks-Mid- Atlantic 

Compaq  Computer 
20555  FM  149 
Houston,  TX  77070 
1  J70-0670 

CE(                   i    Canum 
■  'nputers 

Continental  Illinois 

231  South  LaSalle  Street 

Chicago,  IL  60697 

312-828-2345 

CEO:  Thomas  C  Theobald 

Banks-multinational 

CrossLand  Savings  FSB 
21 1  Montague  Street 
Brooklyn,  NY  11201 
718-780-0400 

CEO:  Maurice  L  Reissman 
Banks-thrift  institutions 

1         iatcs  International 
1  Avenue 

i787 

Control  Data 

PO  Box  0 

Minneapolis,  MN  55440 

612-853-8100 

CEO:  Robert  M  Price 

Elecrmnics-computers 

Crown  Cork  &  Seal 

9300  Ashton  Road 

Philadelphia,  PA  19136 

215-698-5100 

CEO:  John  F  Connelly 

Packaging 
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PLAY  1  TO  3  COINS 


One  business  still  generates  cold,  hard 
cash  you  can  sec,  feel  and  hear. 

Gaming. 
As  Americas  premier  gaming  com- 
pany, Bally  should  realize  about 
Si  billion  in  casino  hotel  revenues 
in  1988— roughly  half  of  the  company's 
anticipated  revenues  for  the  year 

Which  should  come  as  no  sur- 
prise. Because  our  only  inventory  is  the 
stuff  that  dreams  are  made  of.  Think 
of  it  as  $2,700,000  a  day,  on  an  annual- 
ized basis,  that  we  can  use  right  now 
where  it  will  do  Bally  the  most  good. 

As  for  what  the  future  holds,  we 
ask  you  to  recall  a  mathematical 
truism  known  to  everyone  who  has 
ever  pulled  a  lever  or  pushed  a  chip: 
In  the  long  run,  the  odds  are  always 
with  the  house. 

And  in  the  business  of  gaming. 
Bally  is  the  biggest  house  there  is. 

For  more  information,  write 
William  H. Peltier,  V.E Corporate 
Communications,  8700  \\".  Brvn  Mawr, 
Chicago,  IL  60631. 
Or  call  1-312- 
399-1300. 

THE  LEISLRE  LEADt 
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1             Where  to  find  The  Forbes  500s 

CSJf 

>2222 
Richmond,  VA  23261 
82-1400 

CEO:  Hays  T  Watkins 
Surface  transportation-railroads 
Natural  gas-producers  &  pipeliners 

Delta  Air  Lines 
Hartsfield  Atlanta  Airport 
Atlanta,  GA  30320 
404-765-2600 

CEO:  Ronald  W  Allen 
Air  transport-passenger 

Dominion  Resources 

PO  Box  26532 

Richmond,  VA  23261 

804-775-5700 

CEO:  William  W  Berry 

Electric  utilities-southeast 

Cnllen/Frost  Bankers 

PO  Box  1600 

San  Antonio,  TX  78296 

512-220-4011 

CEO:  Thomas  C  Frost 
Banks-south  central 

Deluxe  Check  Printers 

PO  Box  64399 

St  Paul,  MN  55164-0399 

612-483-7111 

CEO:  Harold  V  Haverty 
Communications-publishing 

RR  Donnelley  &  Sons 

2223  Martin  Luther  King  Drive 

Chicago,  IL  60616 

312-326-8000 

CEO:  John  B  Schwemm 
Communications-publishing 

Cummins  Engine 

Box  3005 

Columbus,  IN  47202-3005 

812-377-5000 

CEO:  Henry  B  Schacht 

Automotive-auto  parts 

Deposit  Guaranty 
PO  Box  1200 
Jackson,  MS  39215-1200 
601-354-8564 

CEO:  Emerson  B  Robinson  Jr 
Banks-south  central 

Dover 

277  Park  Avenue 

New  York,  NY  10172 

212-826-7160 

CEO:  Gary  L  Roubos 

Conglomerates 

Building-commercial 

Dana 

PO  Box  1000 

Toledo,  OH  43697 

419-535-4500 

CEO:  Gerald  B  Mitchell 
Automotive-auto  parts 

Detroit  Edison 

2000  Second  Avenue 

Detroit,  MI  48226 

313-237-8000 

CEO:  Walter  J  McCarthy  Ir 

Electric  utilities-north  central 

Dow  Chemical 

2030  Willard  H  Dow  Center 

Midland,  MI  48674 

517-636-1000 

CEO:  Frank  P  Popoff 
Chemicals-diversified 

Dauphin  Deposit 
213  Market  Street 
Harrisburg,  PA  17105 
717-255-2121 
CEO:  William  J  King 
Banks  Mid- Atlantic 

Diamond  Shamrock  R&M 

PO  Box  696000 

San  Antonio,  TX  78269-6000 

512-641-6800 

CEO:  Roger  R  Hemminghaus 

Oil  &  gas-domestic 

Dow  Jones 

200  Liberty  Street 

New  York,  NY  10281 

212-416-2000 

CEO:  Warren  H  Phillips 

Communications-publishing 

Dayton  Hudson 
777  Nicollet  Mall 
Minneapolis,  MN  55402 
612-370-6948 

CEO  Kenneth  A  Macke 

Retailing  discount  &  variety 

Digital  Equipment 
146  Main  Street 
Maynard,  MA  01754 
617-493-5111 

CEO:  Kenneth  H  Olsen 
Electronics-computers 

Downey  Savings  &  Loan  Assn 

PO  Box  6000 

Costa  Mesa,  CA  92626 

714-549-8811 

CEO:  Gerald  H  McQuarrie 

Banks-thrift  institutions 

DCNY  Corp 

58  Pine  Street 

New  York,  NY  10005 

212-248-8900 

CEO:  Ralph  F  Peters 

Finance-services 

Dillard  Department  Stores 

PO  Box  486 

Little  Rock,  AR  72203 

501-376-5200 

CEO:  William  T  Dillard  Sr 

Retailing-department  stores 

DPL 

Courthouse  Plaza  Southwest 

Dayton,  OH  45402 

513-224-6000 

CEO:  Peter  H  Forster 

Electric  utilities-north  central 

Natural  gas-distributors 

Dean  Foods 

3600  North  River  Road 

Franklin  Park,  IL  60131 

312-625-6200 

CEO   t  Inward  M  Dean 

Fond  processors-branded  foods 

Dime  Savings  Bank  of  New  York  FSB 

1225  Franklin  Avenue 

Garden  City,  NY  11530 

516-227-6030 

CEO:  Harry  W  Albright  |r 

Banks-thrift  institutions 

Dresser  Industries 
PO  Box  718 
Dallas,  TX  75201 
214-740-6000 

CEO:  John  J  Murphy 

Oilfield  services 

Heavy  equipment-industrial 

Deere 

|ohn  Deere  Road 

Molinc,  IL  61265 

»09-76-,-SOO0 

v  Hanson 
.  t-agriculran] 

Walt  Disney 

500  South  Buena  Vista  Street 

Burbank,  CA  91521 

818-840-1000 

CEO:  Michael  D  Eisner 

Leisure-entertainment 

Dreyfus 

767  Fifth  Avenue 

New  York,  NY  10153 

212-715-6000 

CEO:  Howard  Stein 

Finance-services 

^owe'  &  1  ,>;ht 

Dominion  Bankshares 

PO  Box  13327 

Roanoke,  VA  24040 

703-563-7000 

CEO:  Warner  N  Dalhouse 

Banks  Mid-Atlantic 

EI  du  Pont  de  Nemours 

1007  Market  Street 

Wilmington,  DE  19898 

302-774-1000 

CEO:  Richard  E  Heckert 

Chemicals  diversified 

Oil-international 
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Why 

kellogg  company 

is  pouring  it  on 

in  memphis 


F1' 

S 


with  a  major  new  cereal 
production  plant. 

ellogg  Company,  world's 
leading  breakfast  foods 
manufacturer,  is  pouring 
it  on  big  in  Memphis  for 
3  main  reasons: 

To  nourish  its  unprecedented 
growth  in  the  southern  U.S. 
Memphis  is  80  miles  from  the 
nation's  center  of  population. 
Because  of  the  tremendous 
support  of  workers  at  Kellogg's 
existing  Memphis  plant. 

And  because  of  an  appealing 
package  of  incentives  offered  by 
state  and  local  governments. 

Kellogg's  decision  to  expand 
in  Memphis  emphasizes 
the  city's 
importance  as 
an  interna- 
tional agricul- 
tural center, 
our  exceptional 
location,  our  competitive 
utility  rates,  and  our  unparal 
leled  transportation  network.  Our 
large  pool  of  workers  have  the 
"right  ethic"-an  honest  day's  work 
for  an  honest  day's  pay.  Memphis 
also  enjoys  a  healthy  reputation 
as  a  hub  city  for  Federal  Express 


and  a  regional  hub  for  Northwest 
Airlines. 

Other  firms  "pouring  into 
Memphis"  include  the  operations 
headquarters  for  International 
Paper  Company  (From 

^^^lanhattan), 
Litton^ 
Microwave 
Products  head- 
quarters, 
Great 
Western 
Financial 
Services  Corpora 
tion  and  major  new 
distribution  centers  of 
Nike,  Williams-Sono 
Gener; 
Tire 


of  Amer1 
To  find  out  what's 
in  our  bowl  of 
resources  and  incen- 
tives for  your  company,  write  or 
call  us  today.  We'll  spoon-feed 
you  all  the  information,  support 
and  professional  assistance  you're 
hungering  for,  in  strict  confidence. 


800-238-1200 
Or  write  on  your  company 
letterhead- 
Economic  Development  Division 
Memphis  Area  Chamber 
of  Commerce 
P.O.  Box  224 
Memphis,  TN  38101 


WMEMRHIS 


Americas  Distribution  tenter 
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Where  to  find  The  Forbes  500s 

Duke  Power 
PO  Box  33189 
Charlotte,  NC  28242 
704-373-4011 

CEO:  William  S  Lee 
Electric  utilities-southeast 

Engelhard 
Menlo  Park  CN-40 
Edison,  NT  08818 
201-632-6000 

CEO:  Orin  R  Smith 

Metals-nonferrous 

Chemicals-specialized 

Federal  Express 
PO  Box  727-1854 
Memphis,  TN  38194 
901-369-3600 

CEO:  Frederick  W  Smith 
Air  transport-freight 

Dun  &  Bradstreet 
299  Park  Avenue 
New  York,  NY  10171 
212-593-6800 

CEO:  Charles  W  Moritz 
Communications-publishing 
Communications-media  services 

Enron 

PO  Box  1188 

Houston,  TX  77251-1188 

713-853-6161 

CEO:  Kenneth  L  Lay 

Natural  gas-producers  &  pipeliners 

Federal  National  Mortgage  Assn 
3900  Wisconsin  Avenue  N  W 
Washington,  DC  20016-2899 
202-537-7000 

CEO:  David  O  Maxwell 
Finance-services 

Duquesne  Light 
One  Oxford  Centre 
Pittsburgh,  PA  15279 
412-393-6000 

CEO:  Wesley  W  von  Schack 
Electric  utilities-north  central 

Enserch 

300  South  St  Paul  Street 

Dallas,  TX  75201 

214-651-8700 

CEO:  William  C  McCord 

Natural  gas-integrated 

Building-commercial 

Federal  Paper  Board 
75  Chestnut  Ridge  Road 
Montvale,  NT  07645 
201-391-1776 

CEO:  John  R  Kennedy 

Paper 

Packaging 

Eastman  Kodak 

343  State  Street 

Rochester,  NY  14650 

716-724-4000 

CEO:  Colby  H  Chandler 

Leisure-photography 

Equimark 

2  Oliver  Plaza 

Pittsburgh,  PA  15222 

412-288-5000 

CEO:  Alan  S  Fellheimer 

Banks-Mid- Atlantic 

Federated  Department  Stores 
7  West  Seventh  Street 
Cincinnati,  OH  45202 
513-579-7000 

CEO:  Howard  Goldfeder 
Retailing-department  stores 

Eaton 

Eaton  Center 
Cleveland,  OH  44114 
216-523-5000 

CEO:  lames  R  Stover 
Electronics-equipment 
Automotive-auto  parts 

Equitable  Bancorporation 
100  South  Charles  Street 
Baltimore,  MD  21201-2791 
301-547-4000 

CEO:  H  Grant  Hathaway 
Banks-Mid- Atlantic 

Fieldcrest  Cannon 
326  East  Stadium  Drive 
Eden,  NC  27288 
919-627-3000 
CEO:  Joseph  B  Ely  II 
Consumer-home  furnishings 

Ecolab 

Ecolab  Center 

St  Paul,  MN  55102 

612-293-2233 

CEO:  Pierson  M  Grieve 

Services  &  related  products-industrial 

Ethyl 

PO  Box  2189 

Richmond,  VA  23217 

804-788-5000 

CEO:  Floyd  D  Gottwald  (r 

Chemicals-specialized 

Insurance-life  &  health 

Fifth  Third  Bancorp 
38  Fountain  Square  Plaza 
Cincinnati,  OH  45263 
513-579-5300 

CEO:  Clement  L  Buenger 
Banks-north  central 

EG&G 

45  William  Street 

Wellesley,  MA  02181 

617-237-5100 

CEO:  |ohn  M  Kucharski 

Electronics -equipment 

Aerospace  &  defense 

Exxon 

1251  Avenue  of  the  Americas 

New  York,  NY  10020-1198 

212-333-1000 

CEO:  Lawrence  G  Rawl 
Oil-international 

Financial  Corp  of  Santa  Barbara 

PO  Box  1109 

Sana  Barbara,  CA  93102-1109 

805-682-2300 

CEO:  Philip  R  Brinkerhoff 

Banks-thrift  institutions 

Emerson  Electric 

8000  West  Florissant  Avenue 

St  Louis,  MO  63136 

314-553-2000 

CEO  Charles  F  Knight 

Electrical  equipment 

Consumer-appliances 

Far  West  Financial 
4001  MacAnhur  Boulevard 
Newport  Beach,  CA  92660 
714-833-8583 

CEO:  William  Belzberg 
Banks-thrift  institutions 

Financial  Corp  of  America 
PO  Box  19689 
Irvine,  CA  92713-9689 
714-553-6900 

CEO:  William  I  Popejoy 
Banks-thrift  institutions 

Emhart 

PO  Box  2730 

Hartford,  CT  06101 

203-678-3000 

CEO  Peter  L  Scott 

i  mis  materials 

Farm  &  Home  Savings  Assn 
PO  Box  1893 
Nevada,  MO  64772 
417-667-3333 

CEO:  Donald  F  Roby 

Banks  thrift  institutions 

Fireman's  Fund 
777  San  Marin  Drive 
Novato,  CA  94998 
415-899-2000 
CEO:  (ohn  J  Byrne 
Insurance-property  &  casualty 

1 
7000 

Fanners  Group 

4680  Wilshire  Boulevard 

Los  Angeles,  C A  90010 

213-932-3200 

CEO:  Leo  E  Denlea  (r 
uwnancc  diversified 

Firestone  Tire  &  Rubber 
205  North  Michigan  Avenue 
Chicago,  IL  60601-5965 
312-819-0001 

CEO:  John  F  Nevin 
Automotive-tire  &  rubber 
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movation 


TODAY'S  DEFENDER  WEARS 
A  DIFFERENT  KIND  OF  ARMOR. 

Modern  military  platforms 
need  more  than  firepower  to  survive. 
Fighter  aircraft  must  jam  enemy 
radar  to  conceal  their  positions. 
Cruisers  must  coordinate  their  guns 
and  missiles  with  split-second  timing. 
Artillery  batteries  must  use  laser- 
guided  munitions  to  strike  with  pin- 
point precision. 

Today's  defense  depends  on 
advanced  electronic  systems  for  its 
success.  That's  why  electronics  is 
such  a  fast-growing  part  of  military 
business  opportunities,  and  why 
Lockheed  has  positioned  itself  to  be 
a  key  participant  in  this  growth. 

In  1986,  Lockheed's  business 
profile  included  20  different  lines  of 
business  in  electronics;  and  sales  can 
be  characterized  as  approximately 


one-third  electronics  and  software. 
By  1991,  Lockheed  projections  show 
more  than  half  its  revenues  being 
derived  from  these  vital  technologies. 
Nearly  40%  of  Lockheed's  engineers 
now  work  in  these  disciplines,  and 
plans  started  in  1984  should  put  more 
than  $700-million  in  new  electronics 
facilities  and  equipment  in  place  by 
1988.  The  purchase  of  Sanders 
Associates  in  1986  adds  even  more 
capabilities  from  one  of  the  outstand- 
ing companies  in  the  field. 

On  land,  at  sea,  in  the  air,  and 
now  on-orbit,  electronics  is  the  new 
armor  that  gives  modern  military  sys- 
tems their  winning  edge.  Lockheed  is 
making  sure  this  armor  fits,  no  mat- 
ter where  the  defense  stands  guard. 

^^Lockheed 

Giving  shape  to  imagination. 
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Where  to  find  The  Forbes  500s 

First  Alabama  Bancshares 

First  Commerce 

First  National  Cincinnati 

PO  Box  1448 

PO  Box  60279 

425  Walnut  Street 

Montgomery,  AL  36102 

New  Orleans,  LA  70160 

Cincinnati,  OH  45202 

205-832-8011 

504-561-1371 

513-632-4000 

CEO:  Willard  L  Hurley 

CEO:  Ian  Amof 

CEO:  Oliver  W  Waddell 

Banks-southeast 

Banks-south  central 

Banks-north  central 

First  American 

First  Empire  State 

First  of  America  Bank 

First  American  Center 

One  M&T  Plaza 

108  East  Michigan  Avenue 

Nashville,  TN  37237 

Buffalo,  NY  14240 

Kalamazoo,  MI  49007 

615-748-2100 

716-842-5445 

616-383-9000 

CEO:  Kenneth  L  Roberts 

CEO:  Robert  G  Wilmers 

CEO:  Daniel  R  Smith 

Banks-southeast 

Banks-northeast 

Banks-north  central 

First  Bancorporation  of  Ohio 

First  Executive 

First  Pennsylvania 

106  South  Main  Street 

PO  Box  6090 

PO  Box  7558 

Akron,  OH  44308 

Inglewood,  CA  90312-6090 

Philadelphia,  PA  19101-7558 

216-384-8000 

213-312-1000 

215-786-5000 

CEO:  Howard  L  Flood 

CEO:  Fred  Can 

CEO:  George  A  Butler 

Banks-north  central 

Insurance-life  &  health 

Banks-Mid-Atlantic 

First  Bank  System 

First  Federal  of  Michigan 

First  Republic-Bank  (formerly  RepublicBanl 

PO  Box  522 

1001  Woodward  Avenue 

PO  Box  660020 

Minneapolis,  MN  55480 

Detroit,  MI  48226 

Dallas,  TX  75266-0020 

612-370-5100 

313-965-1400 

214-922-5031 

CEO:  Dewalt  H  Ankeny  |r 

CEO:  lames  A  Aliber 

CEO:  Gerald  W  Fronterhouse 

Banks-north  central 

Banks-thrift  institutions 

Banks-south  central 

First  Boston 

First  Fidelity  Bancorp 

First  Security 

Park  Avenue  Plaza 

550  Broad  Street 

PO  Box  30006 

New  York,  NY  10055 

Newark,  NJ  07102 

Salt  Lake  City,  UT  84130 

212-909-2000 

201-565-3200 

801-350-6000 

CEO:  Peter  T  Buchanan 

CEO:  Harold  W  Pote 

CEO:  Spencer  F  Eccles 

Finance-brokerage  houses 

Banks-Mid-Atlantic 

Banks-western 

First  Capital 

First  Florida  Banks 

First  Tennessee  National 

PO  Box  291 

PO  Box  1810 

PO  Box  84 

(ackson,  MS  39205-0291 

Tampa,  FL  33601 

Memphis,  TN  38101 

601-354-5111 

813-224-1111 

901-523-4444 

CEO   Frank  R  Day 

CEO:  A  Bronson  Thayer 

CEO:  Ronald  Terry 

Banks-south  central 

Banks-southeast 

Banks-southeast 

First  Chicago 

First  Hawaiian 

First  Union 

One  First  National  Plaza 

PO  Box  3200 

First  Union  Plaza 

Chicago,  1 1  60670 

Honolulu,  HI  96847 

Charlotte,  NC  28288 

312-732-4000 

808-525-7000 

704-374-6565 

CEO:  Barry  F  Sullivan 

CEO:  John  D  Bellinger 

CEO:  Edward  E  Crutchfield  |r 

Banks  -multinational 

Banks-western 

Banks-southeast 

lirsi  (  iti/ens  BancShjri's 

First  Interstate  Bancorp 

First  Virginia  Banks 

PO  Box  151 

PO  Box  54068 

6400  Arlington  Boulevard 

Raleigh,  NC  27602 

Los  Angeles,  CA  90054 

Falls  Church,  VA  22046 

919-755-7000 

213-614-3001 

703-241-4000 

CEO   Lewis  R  Holding 

CEO:  loscph  1  I'inola 

CEO:  Robert  H  Zalokar 

Banks  suutheast 

Banks-western 

Banks-Mid- Atlantic 

First  City  Bancorporation  of  Ti\.i- 

First  Kentucky  National 

First  Wachovia 

PO  Box  248- 

PO  Box  36000 

PO  Box  3099 

Houston    rx  ^7252 

Louisville,  KY  40233 

Winston-Salem,  NC  27150 

713-658-6011 

502-581-4200 

919-770-5000 

CE(  1                   Llkins  |r 

CEO:  A  Stevens  Miles 

CEO:  John  G  Medlin  Jr 

Banks-southeast 

Banks-southeast 

First  Maryland  Bancorp 
25  South  Charles  Street 

First  Wisconsin 

PO  Box  532 

Baltimore,  MD  21201 

Milwaukee,  WI  53201 

301-244-4000 

414-765-4321 

CEO:  Charles  W  Cole  |r 

CEO:  John  H  Hendee  Ir 

BankvMid-Atlantic 

Banks-north  central 
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IUST  YOUR  SIZE 


■  businesses  are  too  small  for  a  Mack®  truck.  Mack  Mid-Liner®  has  all  the 
[  ndary  dependability  and  quality  of  our  larger  trucks,  downsized  in  a  nimble, 
ilium-duty  delivery  vehicle.  Mid-Liner  cabovers  and  conventionals  are  a 
|  sure  to  drive.  Easy  on  fuel.  Simple  to  maintain  and  very  affordable.  And 
<ed  by  strong  warranties.  Size  up  Mack  quality  for  yourself. 


■»■■■! 
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Mack 

TRUCKS 
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EU      -  Registered  trademark  ol  Mack  Trucks.  Inc 
*2J        1988  Mack  Trucks  Inc 


Where  to  find  The  Forbes  500s 


..ustar  Financial 
ennedy  Plaza 
Providence,  RI  02903 
401-278-5800 
CEO:  Peter  D  Kieman 
Banks-northeast 

Ford  Motor 
PO  Box  1899 
Dearborn,  MI  48121 
313-322-3000 

CEO:  Donald  E  Petersen 
Automotive-autos  &  trucks 

Genentech 

460  Point  San  Bruno  Boulevard 

South  San  Francisco,  CA  94080 

415-266-1000 

CEO:  Robert  A  Swanson 
Health-drugs 

Fleetwood  Enterprises 
PO  Box  7638 
Riverside,  CA  92523 
714-351-3500 

CEO:  John  C  Crean 
Automotive-recreational  vehicles 
Building-residential 

Fort  Howard 

PO  Box  19130 

Green  Bay,  WI  54307-9130 

414-435-8821 

CEO:  Paul  J  Schierl 

Paper 

Packaging 

General  Cinema 
27  Boylston  Street 
Chestnut  Hill,  MA  02167 
617-232-8200 

CEO:  Richard  A  Smith 
Beverages  &  tobacco-soft  drinks 
Leisure-entertainment 

Fleming  Cos 

PO  Box  26647 

Oklahoma  City,  OK  73126-0647 

405-840-7200 

CEO:  Richard  D  Harrison 

Food  distributors-wholesalers 

Fortune  Financial  Group 
PO  Box  6100 

Clearwater,  FL  34618-6100 
813-538-1000 

CEO:  John  B  Sweger 
Banks-thrift  institutions 

General  Dynamics 

Pierre  Laclede  Center 

St  Louis,  MO  63105-1861 

314-889-8200 

CEO:  Stanley  C  Pace 

Aerospace  &  defense 

FlightSafety  International 

Marine  Air  Terminal-LaGuardia 

Flushing,  NY  11371 

718-565-4100 

CEO:  Albert  L  Ueltschi 

Services  &  related  products-industrial 

FPL  Group 

PO  Box  08801 

North  Palm  Beach,  FL  33408-8801 

305-694-6300 

CEO:  Marshall  McDonald 

Electric  utilities-southeast 

Insurance-diversified 

General  Electric 

3135  Easton  Turnpike 

Fairfield,  CT  06431 

203-373-2211 

CEO:  John  F  Welch  Jr 

Aerospace  &  defense 

Electrical  equipment/Consumer-appliances 

Florida  Federal  Savings  &  Loan  Assn 

POBox  1509 

St  Petersburg,  FL  33731 

813-893-1131 

CEO:  Garth  Marston 
Banks-thrift  institutions 

Freeport-McMoRan 

PO  Box  61119 

New  Orleans,  LA  70161 

504-582-4000 

CEO:  James  R  Moffett 

Chemicals-specialized 

Oil  &  gas-domestic 

General  Instrument 

767  Fifth  Avenue 

New  York,  NY  10153-0082 

212-207-6200 

CEO:  Frank  G  Hickey 

Electronics-equipment/Electronics-semi- 

conductors/Electronics-computers 

Florida  National  Banks  of  Florida 

PO  Box  689 

Jacksonville,  FL  32201-0689 

904-359-5111 

CEO:  John  D  Uible 

Banks-southeast 

GAF 

1361  Alps  Road 

Wayne,  NJ  07470 

201-628-3000 

CEO:  Samuel  J  Heyman 
Chemicals-specialized 
Building-miscellaneous  matenals 

General  Mills 
POBox  1113 
Minneapolis,  MN  55440 
612-540-2311 

CEO:  H  Brewster  Atwater  Jr 
Food  processors-branded  foods 
Restaurant  chains 

Florida  Progress 

PO  Box  33042 

St  Petersburg,  FL  33701 

813-895-1700 

CEO:  Andrew  H  Hints  |r 

Electric  utilities  southeast 

Gannett 

PO  Box  7858 

Washington,  DC  20044 

703-284-6000 

CEO:  (ohn  |  Curley 

Communications-publishing 

General  Motors 

3044  West  Grand  Boulevard 

Detroit,  MI  48202 

313-556-5000 

CEO:  Roger  B  Smith 
Automotive-autos  &  trucks 

Fluor 

3333  Michelson  Drive 

Irvine,  CA  92730 

714-975-2000 

CEO:  David  S  Tappan  |r 

Building  commercial 

Gap 

PO  Box  60 

San  Bruno,  CA  94066 

415-952-4400 

CEO:  Donald  G  Fisher 

Retailing-apparel 

General  Public  Utilities 
100  lnterpace  Parkway 
Parsippany,  N|  07054-1149 
201-263-6500 

CEO:  William  G  Kuhns 
Electric  utilities-northeast 

FMC 

200  East  Randolph  Drive 
Chicago,  II.  60601 
312-861-0      i 
CEO:  Robert  H  Malott 
Chemicals  diversified 
Aerospace  &  deft . 

Geico 

Geico  Plaza 

Washington,  DC  20076 

301-986-3000 

CEO:  William  B  Snyder 

Insurance-property  &  casualty 

General  Re 
PO  Box  10351 
Stamford,  CT  06904-2351 
203-328-5000 

CEO:  Ronald  E  Ferguson 
Insurance-diversified 

Food  Lion 

PO  Box  1330 

Salisbury,  NC  28145-1330 

704-633-8250 

CEO:  Tom  E  Smith 

Food  distributors-regional  supenn  ukeis 

GenCorp 

175  Ghent  Road 

Fairlawn,  OH  44313-3300 

216-869-4200 

CEO:  A  William  Reynolds 

Ac-^space  &  defense 

General  Signal 
PO  Box  10010 
Stamford,  CT  06904 
203-357-8800 

CEO:  David  T  Kimball 

Lleit  run  its -equipment /Electrical  equipmei 

Heavy  equipment-industrial 
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COMEBACKS  PUT  YOU  IN  THE  SPOTLIGHT." 


"The  light's  not  exactly  glamorous  in  a  come- 
back, but  it  is  bright.  So  you'd  better  know  what 
you're  doing,  because  everybody's  watching. 

"Why  put  yourself  under  that  microscope? 
Because  winners  have  to  win  again.  They  know 
they  can  do  it.  They  come  back  to  show  the  world 
what  being  the  best  is  all  about. 

"So  you  fight.  You  fight  the  odds.  The  'experts.' 
The  dock.  And  yourself  You  fight  all  day,  every 
day.  That's  what  fighters  do. 


"Let  me  tell  you,  my  comeback  was  the  hardest 
thing  I  hope  I'll  ever  have  to  do.  And  from  what  I've 
heard,  Frank  B.  Hall  is  no  stranger  to  the  kind  of 
effort  I'm  talking  about.  But  they're  getting  it  done. 

"Make  no  mistake,  Hall  is  on  the  comeback  trail. 
So  you're  going  to  see  some  long  faces  on  all  those 
'experts'  who  bet  long  odds  against  Frank  B.  Hall. 
You  see,  everybody  hits  the  ropes  now  and  then. 
But  a  real  champion  only  knows  one  thing. 
Winning." 


iployee  benefits  consulting,  and  risk  management  services. 

ank  B.  Hall  &  Co.  Inc. 

49  Pleasantvilie  Road  Briarcliff  Manor.  NY  10510  (914)  769-9200 
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Genuine  Parts 

2999  Circle  75  Parkway 

Atlanta,  GA  30339 

404-953-1700 

CEO:  Wilton  Looney 

Automotive-auto  parts 

BF  Goodrich 

3925  Embassy  Parkway 

Akron,  OH  44313 

216-374-2000 

CEO:  John  D  Ong 
Chemicals-diversified 
Automotive-tire  &  rubber 

Greater  New  York  Savings  Bank 
One  Penn  Plaza 
New  York,  NY  10119 
212-613-4000 
CEO:  Frank  Wille 
Banks-thrift  institutions 

Georgia  Gulf 
PO  Box  105197 
Atlanta,  GA  30348 
404-395-4500 

CEO:  James  R  Kuse 
Chemicals-specialized 

Goodyear  Tire  &  Rubber 

1144  East  Market  Street 

Akron,  OH  44316-0001 

216-796-2121 

CEO:  Robert  E  Mercer 

Automotive-tire  &  rubber 

Greyhound 
Greyhound  Tower 
Phoenix,  AZ  85077 
602-248-4000 
CEO:  John  W  Teets 
Consumer-household  products 
Automotive-autos  &  trucks 

Georgia-Pacific 

133  Peachtree  Street  NE 

Atlanta,  GA  30303 

404-521-4000 

CEO:  T  Marshall  Hahn  |r 

Building-lumber 

Paper 

WR  Grace 

1114  Avenue  of  the  Americas 

New  York,  NY  10036-7794 

212-819-5500 

CEO:  J  Peter  Grace 

Chemicals-specialized 

Grumman 

1111  Stewart  Avenue 

Bethpage,  NY  11714-3580 

516-575-0574 

CEO:  John  O'Brien 
Aerospace  &  defense 

Giant  Food 
PO  Box  1804 
Washington,  DC  20013 
301-341-4100 

CEO:  Israel  Cohen 

Food  distributors-regional  supermarkets 

WW  Grainger 

5500  West  Howard  Street 

Skokie,  IL  60077 

312-982-9000 

CEO:  David  W  Grainger 
Electrical  equipment 

GTE 

One  Stamford  Forum 

Stamford,  CT  06904 

203-965-2000 

CEO:  Theodore  F  Brophy 

Telecommunications-carriers 

Gibraltar  Financial 
9111  Wilshire  Boulevard 
Beverly  Hills,  CA  90210-5555 
213-278-8720 
CEO:  lames  Thayer 
Banks-thrift  institutions 

Great  American  First  Savings 

600  B  Street 

San  Diego,  CA  92183 

619-231-1885 

CEO:  Gordon  C  Luce 

Banks-thrift  institutions 

Gulf  &  Western 

One  Gulf  &  Western  Plaza 

New  York,  NY  10023-7780 

212-373-8000 

CEO:  Martin  S  Davis 

Finance-services/Leisure-entertainment 

Communications-publishing 

Gillette 

Prudential  Tower  Building 

Boston,  MA  02199 

617-421-7000 

CEO:  Colman  M  Mocklcr  |r 
Consumer  personal  products 

Great  Atlantic  &  Pacific  Tea 
2  Paragon  Drive 
Montvale,  N|  07645 
201-573-9700 

CEO  lames  Wood 

Food  distributors-major  supermarkets 

Gulf  States  Utilities 
PO  Box  2951 
Beaumont,  TX  77704 
409-838-6631 

CEO:  E  Linn  Draper  Jr 
Electric  utilities-south  central 

GlenFed 

POBox  1709 

Glendale,  CA  91209 

818-500-2000 

CEO:  Norman  M  Coulson 

Banks-thrift  institutions 

Great  Lakes  Bancorp  FSB 

PO  Box  8600 

Ann  Arbor,  MI  48107-8600 

313-769-8300 

CEO:  Roy  E  Weber 

Banks  thrift  institution1- 

Halliburton 

500  North  Akard  Street 

Dallas,  TX  75201-3391 

214-978-2600 

CEO:  Thomas  H  Cruikshank 

Oilfield  services 

Building-commercial 

Golden  Nugget 

PO  Box  610 

Las  Vegas,  NV  89125 

^02-385-7111 

1   Stephen  A  Wynn 
Leisure  hotels  &  gaming 

Great  Lakes  Chemical 

PO  Box  2200 

West  Lafayette,  IN  47906 

317-497-6100 

CEO:  Emerson  Kampen 
Chemicals-specialized 

Hanover  Insurance  Cos 
100  North  Parkway 
Worcester,  MA  01605 
617-853-7200 

CEO:  William  J  O'Brien 
Insurance-property  &  casualty 

Golden  West  Financial 
1901  Harrison  Street 
Oakland,  C\  94612 
415-446-6000 

CEO                         , idler 

Great  Northern  Nekoosa 
PO  Box  9309 
Stamford,  CT  06904 
203-359-4000 

CEO  William  R  Laidig 
Paper 

Harcourt  Brace  Jovanovich 
Orlando,  FL  32887 
305-345-2000 

CEO:  William  Jovanovich 

Communications-publishing 

Insurance-diversified 

Haxa 
1203-1499 

Great  Western  Financial 

8484  Wilshire  Boulevard 

Beverlv  Hills,  CA  90211 

213-852-3411 

CEO:  lames  F  Montgomery 

Banks-thrift  institutions 

Harris  Corp 

1025  West  Nasa  Boulevard 

Melbourne,  FL  32919 

407-727-9100 

CEO:  |ohn  T  Hartley 
Aerospace  &.  defense 
Electronics-computers 
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Is  children,  we  relentlessly 
pursued  our  goal  to  make 
ings  fly.  As  adults,  we  relent- 
ssly  pursue  our  goal  to  make 
em  fly  better. 

From  that  rather  lofty  aim 

nerged  Phillips  Advanced 

lermoplastic  Composites. 

ore  specifically,  Ryton* 

5S,  a  synthetic  metal  that 

eated  a  new  safety  standard 

fire  resistance  for  the  inte- 

>r  compartments  of  com- 

llsrcial  airliners. 

But  Ryton*  PPS  is  just  one 

the  thermoplastics  we  pio- 

•ered.  And  airline  safety  is 

it  one  of  the  applications. 

irough  research  and  devel- 

•ment,  we've  patented  the 

istic  for  safer  pipes  to  trans- 

>rt  natural  gas.  For  more 

ficient  rods  to  store  solar  en- 

gy.  And  for  biocompatible 

iterials  for  the  design  of  or- 

jpedic  devices. 

.And  the  same  technology 

>  it  makes  plastic  parts  possi- 

j  for  jetliners  has  more 

wn-to-earth   applications. 

ke  plastic  headlamps  and 

s  tanks  for  safer  cars,  more 

rable  garbage  bags,  grocery 

gs,  jars,  lids,  and  bottles. 

We're  a  company  that  nur- 

"es  the  inventive  mind,  en- 

'urages  obsessive  curiosity. 

I  cause  the  only  way  a  great 

t):a  will  fly  is  if  someone 

:  /s  "go  ahead,  run  with  it." 

For  more  information  write 

I  Patricia  Marshall,  Phillips 

itroleum,  16D-4  Phillips 

i  lg.,  Bartlesville,  OK  74004. 


lillips  Petroleum  Company 

Performing  to  meet 
J  the  challenge  of  change. 


THE  PRINCIPLE  STAYS  THE  SAME, 

BUT  THE  TECHNOLOGY  IS  EVER  CHANGING. 


Where  to  find  The  Forbes  500s 


HJ  Heinz 

Holiday 

Hospital  Corp  Of  America 

PO  Box  57 

1023  Cherry  Road 

PO  Box  550 

Pittsburgh,  PA  15230-0057 

Memphis,  TN  38117 

Nashville,  TN  37202-0550 

412-456-5700 

901-762-8600 

615-327-9551 

CEO:  Anthony  J  F  O'Reilly 

CEO:  Michael  D  Rose 

CEO:  Thomas  F  Frist  Jr 

Food  processors-branded  foods 

Leisure-hotels  &  gaming 

Health-services 

Henley  Group 

Holly  Farms  (formerly  Federal  Co) 

Household  International 

11255  North  Torrey  Pines  Road 

PO  Box  17236 

2700  Sanders  Road 

La  Jolla,  CA  92037 

Memphis,  TN  38187-0236 

Prospect  Heights,  IL  60070 

619-455-9494 

901-761-3610 

312-564-5000 

CEO:  Michael  D  Dingman 

CEO:  R  Lee  Taylor  II 

CEO:  Donald  C  Clark 

Building-commercial/Health-medical  supplies 

Food  processors-meatpacking 

Finance-services 

Chemicals-diversified 

Food  processors-commodities 

Hercules 

Home  Depot 

Houston  Industries 

Hercules  Plaza 

2727  Paces  Ferry  Road 

PO  Box  4567 

Wilmington,  DE  19894 

Atlanta,  GA  30339 

Houston,  TX  77210 

302-594-5000 

404-433-8211 

713-629-3000 

CEO:  David  S  Hollingsworth 

CEO:  Bernard  Marcus 

CEO:  Don  D  Jordan 

Chemicals-diversified 

Retaihng-miscellaneous 

Electric  utilities-south  central 

Aerospace  &  defense 

Hershey  Foods 

Home  Federal  Savings  &  Loan 

Howard  Savings  Bank 

PO  Box  810 

625  Broadway 

PO  Box  1648 

Hershey,  PA  17033-0810 

San  Diego,  CA  92101 

Newark,  NJ  07101-1648 

717-534-4000 

619-699-8000 

201-430-2000 

CEO:  Richard  A  Zimmerman 

CEO:  Kim  Fletcher 

CEO:  Donald  F  McCormick 

Food  processors-branded  foods 

Banks-thrift  institutions 

Banks-thnft  institutions 

Hewlett-Packard 

Home  Group 

Hubbell 

3000  Hanover  Street 

59  Maiden  Lane 

PO  Box  549 

Palo  Alto,  CA  94304 

New  York,  NY  10038 

Orange,  CT  06477-4024 

415-857-1501 

212-530-6800 

203-799-4100 

CEO:  John  A  Young 

CEO:  Marshall  Manley 

CEO:  G  |  Ratcliffe  Jr 

Electronics-computers 

Insurance-property  &  casualty 

Electrical  equipment 

Hibernia 

Homestake  Mining 

Humana 

PO  Box  61540 

650  California  Street 

PO  Box  1438 

New  Orleans,  LA  70161 

San  Francisco,  CA  94108-2788 

Louisville,  KY  40201-1438 

504-586-5552 

415-981-8150 

502-580-1000 

CEO:  Martin  C  Miler 

CEO:  Harry  M  Conger 

CEO:  David  A  lones 

Banks  south  central 

Metals-nonferrnus 

Health-services 

Hillenbrand  Industries 

Homestead  Financial 

Huntington  Bancshares 

Highway  46 

1777  Murchison  Drive 

41  South  High  Street 

Batesville,  IN  47006 

Burlingame,  CA  94010 

Columbus,  OH  43287 

812-934-7000 

415-692-1432 

614-476-8300 

CEO:  Daniel  A  Hillenbrand 

CEO:  Lawrence  Weissberg 

CEO:  Frank  Wobst 

Consumer-personal  products 

Banks  thntt  institutions 

Banks-north  central 

Health  medical  supplies 

Hills  Department  Stores 

Honeywell 

IC  Industries 

15  Dan  Road 

PO  Box  524 

1 1 1  East  Wacker  Drive 

Canton,  MA  02021 

Minneapolis,  MN  55440 

Chicago,  IL  60601 

S21-1000 

612-870-5200 

312-565-3000 

Stephen  A  C.oldberger 

CEO:  |ames  I  Reniei 

CEO:  Karl  D  Bays 

Hi  •  iling  discount  &  variety 

Aerospace  &  detensc/Electronics-equipment 

Conglomerates/Food  processors-branded  li 

Services  &.  related  products-industrial 

Aerospace  &.  defense 

Hilton  Hotels 

Horizon  Bancorp 

ICH 

9336  Civic  Center  Drive 

225  South  Street 

4211  Norbourne  Boulevard 

Beverlv  Hills  (A  90210 

Morristown,  NJ  07960 

Louisville,  KY  40207 

201-539-7700 

502-897-1861 

on  Hilton 

CEO:  William  |  Shepherd 

CEO:  Robert  T  Shaw 

■  lining 

Banks-Mid- Atlantic 

Insurance-life  &  health 

Geo  A  Hormel 

Illinois  Power 

<>  Mji-,1  street 

PO  Box  800 

500  South  27th  Street 

>E  19894 

Austin,  MN  55912 

Decatur,  IL  62525 

SIP-4r-5737 

217-424-6600 

CEO    Richard  L  Knowltim 

CEO:  Wendell  I  Kelley 

Food  processi us  meatpacking 

Electric  utilities-north  central 
Natural  gas-distributors 
1- 
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BE  A  PART  OF  A  WINNING  TEAM 
JOIN  THE  TAIWAN  MIRACLE 


Look  who's  in  the  game  in  Taiwan, 
R.O.C.  An  ever-growing  roster  of 
players  are  discovering  that  Taiwan 
is  the  right  team  in  the  right  arena 
for  successful  investment  and  trade. 
PEOPLE 

Taiwan  offers  you  a  well-educated, 
highly-motivated  Chinese  work  force 
of  8  million,  backed  by  a  reserve  of 
3  million  part-time  workers.  And 
front-office  relations  with  labor 
couldn't  be  better. 


PLACE 

With  two  international  airports  and 
five  major  international  harbors, 
Taiwan  puts  you  close  to  the  action 
no  matter  where  your  markets  may 
lie.  Transportation  and  communi- 
cations are  excellent,  utilities  and 
power  are  abundant  and  relatively 
cheap,  and  development  plans  al- 
ready underway  will  insure  strong 
support  for  investors. 


I 


*» 


,'^  Taiwan,  ROC 

The  Heart  of  Asia 

and  Miracle  of  the  World 


*P 


PRIORITIES 

Your  number  one  fan  in  Taiwan 
R.O.C.  is  a  government  which  knows 
and  appreciates  private  business. 
Join  the  Taiwan  team  and  enjoy 
benefits  including  tax  holidays,  duty 
exemptions  in  certain  strategic  in- 
dustries and  generous  terms  for 
repatriation  of  profits. 
Get  into  the  game  in  Taiwan,  R.O.C. 
where  profits  are  rolling  for  investors. 

Industrial   Development  and   Investment  Center 

Ministry  of  Economic  Affairs 

10th  Floor,  7  Roosevelt  Road.  Sec.  1.  Taipei 

Taiwan.  Republic  of  China 

TEL  (02)3947213   Telex:  10634  INVEST 

CCNAA  Investment  &  Trade  Office 
8th  Fl.,  126  E.  56th  Street  New  York.  NY.  10022  U.S.A. 
Telex:  426330  CITO  Cable:  CITOCABLE  New  York 
Tel:  (212)752-2340  FAX.  (002)  (1)  (212)  8263615 


>  Tell  me  more  about  investment  opportunities  in  Taiwan. 

□  Have  a  representative  call  me 

O  Send  me  a  free  copy  of  your  brochure 


Name: 
Title: 


Company /Address  &  Tel: 


Where  to  find  The  Forbes  500s 


Illinois  Tool  Works 

Intergraph 

Jefferson-Pilot 

- 

8501  West  Higgins  Road 

One  Madison  Industrial  Park 

PO  Box  21008 

Chicago,  IL  60631-2887 

Huntsville,  AL  35807-4201 

Greensboro,  NC  27420 

312-693-3040 

205-772-2000 

919-378-2011 

CEO:  John  D  Nichols 

CEO;  James  W  Meadlock 

CEO:  W  Roger  Soles 

Heavy  equipment-industrial 

Electronics-computers 

Insurance-life  &  health 

Imperial  Corp  of  /  -nerica 

International  Business  Machines 

Jefferson  Smurfit 

PO  Box  23036 

Old  Orchard  Road 

8182  Maryland  Avenue 

San  Diego,  CA  92123-0036 

Armonk,  NY  10504 

St  Louis,  MO  63105 

619-292-3900 

914-765-1900 

314-746-1100 

CEO:  Kenneth  1  Thygerson 

CEO:  John  F  Akers 

CEO:  Michael  W  J  Smurfit 

Banks-thrift  institutions 

Electronics-computers 

Packaging 

Paper 

IMS  International 

International  Flavors  &  Fragrances 

Johnson  &  Johnson 

800  Third  Avenue 

521  West  57th  Street 

One  Johnson  &  Johnson  Plaza 

New  York,  NY  10022 

New  York,  NY  10019 

New  Brunswick,  NJ  08933 

212-371-2310 

212-765-5500 

201-524-0400 

CEO:  Robert  Louis-Dreyfus 

CEO:  Eugene  P  Grisanti 

CEO:  James  E  Burke 

Communications-media  services 

Chemicals-specialized 

Consumer-personal  products 

Health-medical  supplies/Health-drugs 

Independence  Bancorp 

International  Minerals  &  Chemical 

Johnson  Controls 

One  Hillendale  Road 

2315  Sanders  Road 

PO  Box  591 

Perkasie,  PA  18944 

Northbrook,  IL  60062 

Milwaukee,  WI  53201 

215-257-2402 

312-564-8600 

414-228-1200 

CEO:  R  Roy  Hager 

CEO:  George  D  Kennedy 

CEO:  James  H  Keyes 

Banks  Mid- Atlantic 

Chemicals-specialized 

Automotive-auto  parts 

Services  &  related  products-industrial 

Indiana  National 

International  Multifoods 

Jostens 

One  Indiana  Square 

Box  2942 

5501  Norman  Center  Drive 

Indianapolis,  IN  46266 

Minneapolis,  MN  55402 

Minneapolis,  MN  55437 

317-266-6000 

612-340-3300 

612-830-3300 

CEO:  Thomas  M  Miller 

CEO:  Andre  Gillet 

CEO:  H  William  Lurton 

Banks-north  central 

Food  processors-commodities 

Retailing-jewelry 

Food  distributors-wholesalers 

Communications-publishing 

Ingersoll-Rand 

International  Paper 

K  mart 

200  Chestnut  Ridge  Road 

Two  Manhattanville  Road 

3100  West  Big  Beaver  Road 

WooddiH  Lake,  N|  07675 

Purchase,  NY  10577 

Troy,  MI  48084 

201-573-0123 

914-397-1500 

313-643-1000 

CEO:  Thomas  A  Holmes 

CEO:  John  A  Georges 

CEO:  Joseph  E  Antonini 

Heavy  equipment-industrial 

Packaging 

Retailing-discount  &  variety 

Paper 

Inland  Steel  Industries 

Ipalco  Enterprises 

KaiserTech 

30  West  Monroe  Street 

POBox  1595B 

(formerly  Kaiser  Aluminum  &  Chemicalsw 

Chicago,  IL  60603 

Indianapolis,  IN  46206 

300  Lakeside  Drive 

312-346-0300 

317-261-8261 

Oakland,  CA  94643-0001 

CEO:  Frank  W  Luersscn 

CEO:  Zane  G  Todd 

415-271-3300 

Metals-steel 

Electric  utilities-north  central 

CEO:  James  S  Pasman  Jr 

Metals-nonferTOUs 

Integrated  Resources 

Irving  Bank 

Kansas  City  Power  &  Light 

666  Third  Avenue 

One  Wall  Street 

1330  Baltimore  Avenue 

New  York.  NY  10017 

New  York,  NY  10005 

Kansas  City,  MO  64105 

212-551-6000 

212-635-1111 

816-556-2200 

CEO   SchgAZis.v 

CEO:  Joseph  A  Rice 

CEO:  Arthur  J  Doyle 

Insi                    &  health 

Banks-multinational 

Electric  utilities-north  central 

Fii 

Intel 

ITT 

Kansas  Gas  &  Electric 

3065  Bowers  Avenue 

320  Park  Avenue 

PO  Box  208 

Santa  Clara,  CA  9S05I-8126 

New  York,  NY  10022 

Wichita,  KS  67201 

408-765-8080 

212-752-6000 

316-261-6611 

CK                         'ove 

CEO:  Rand  V  Aiaskog 

CEO:  Wilson  K  Cadman 

■uluctors 

Conglomerates 

Electric  utilities-north  central 

Insurance  diversified 

lames  River  Corp  Of  Virginia 

Kansas  Power  &  Light 

h  Ksaley  \ 

PO  Box  2218 

PO  Box  889 

Richmond,  VA  23217 

Topeka,  KS  66601 

804-644-5411 

913-296-6300 

CEO:  Brenton  S  Halsey 

CEO:  David  S  Black 

Paper 

Natural  gas-distributors 

n  famishing! 

Packaging 

Electnc  utilities-north  central 

328 
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Making  Dollars 
From  Change 


The  one  constant  in  today's  aircraft/aerospace  industry  is  change. 

Change  that  requires  suppliers  to  that  industry  to  consistently 

upgrade  their  manufacturing  processes  to  keep  pace 

with  technological  advances. 

Case  in  point:  Fansteel  PSM's  new,  state-of-the-art  facility  for 

producing  chemically  milled  titanium  ducts  essential  to  high 

performance  turbine  engines  —  like  those  flown  in  F-15  and  F-16 

aircraft.  Chemical  milling  of  these  intricate  structures  is 

considerably  more  cost-efficient  than  machining,  so  our  new  facility 

gives  us  a  strong  competitive  advantage  in  a  highly  competitive 

industry.  And  that's  what  it's  all  about. 

It  will  pay  you  to  know  more  about  us. 


[fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


Where  to  find  The  Forbes  500s 

Kaufman  &  Broad 

Kraft 

Loews 

11601  Wilshiie  Boulevard 

Kraft  Court 

667  Madison  Avenue 

Los  Angeles,  CA  90025-1748 

Glenview,  IL  60025 

New  York,  NY  10021 

213-312-5000 

312-998-2000 

212-545-2000 

CEO:  Eli  Broad 

CEO:  John  M  Richman 

CEO:  Laurence  A  Tisch 

Insurance-life  &  health 

Food  processors-branded  foods 

insurance -diversified 

Building-residential 

Beverages  &  tobacco-tobacco 

Kellogg 

Kroger 

Lomas  &  Nettleton  Financial 

PO  Box  3599 

1014  Vine  Street 

PO  Box  655644 

Battle  Creek,  MI  49016-3599 

Cincinnati,  OH  45202-1119 

Dallas,  TX  75265-5644 

616-961-2000 

513-762-4000 

214-746-7111 

CEO:  William  E  LaMothe 

CEO:  Lyle  Everingham 

CEO:  Jess  T  Hay 
Finance-services 

Food  processors-branded  foods 

Food  distributors-major  supermarkets 

Kelly  Services 

Lafarge 

Long  Island  Lighting 

999  West  Big  Beaver  Road 

PO  Box  4600 

175  East  Old  Country  Road 

Troy,  MI  48084 

Reston,  VA  22090 

Hicks ville,  NY  11801 

313-362-4444 

703-264-3600 

516-933-4590 

CEO:  Terence  E  Adderley 

CEO:  Bertrand  Collomb 

CEO:  William  J  Catacosinos 

Services  &  related  products-office 

Building-cement  &  gypsum 

Electric  utilities-northeast 

Kemper 

Eli  Lilly 

Longs  Drug  Stores 

Kemper  Center 

Lilly  Corporate  Center 

PO  Box  5222 

Long  Grove,  IL  60049-0001 

Indianapolis,  IN  46285 

Walnut  Creek,  CA  94596 

312-540-2000 

317-276-2000 

415-937-1170 

CEO:  Joseph  E  Luecke 

CEO:  Richard  D  Wood 

CEO:  Robert  M  Long 

Insurance-diversified 

Health -drugs 

Retailing-drugs 

Kentucky  Utilities 

Limited 

Longview  Fibre 

One  Quality  Street 

PO  Box  16000 

Box  639 

Lexington,  KY  40507 

Columbus,  OH  43216 

Longview,  WA  98632 

606-255-1461 

614-475-4000 

206-425-1550 

CEO:  John  T  Newton 

CEO:  Leslie  H  Wexner 

CEO:  Richard  P  Wollenberg 

Electric  utilities-southeast 

Retailing-apparel 

Packaging 
Paper 

Kerr-McGee 

LIN  Broadcasting 

Loral 

PO  Box  25861 

1370  Avenue  of  the  Americas 

600  Third  Avenue 

Oklahoma  City,  OK  73125 

New  York,  NY  10019 

New  York,  NY  10016 

405-270-1313 

212-765-1902 

212-697-1105 

CEO:  Frank  A  McPherson 

CEO:  Donald  A  Pels 

CEO:  Bernard  L  Schwartz 

Oil  &  gas-domestic 

Communications-broadcasting 

Aerospace  &  defense 

KeyCorp 

Lincoln  National 

Lotus  Development 

PO  Box  88 

PO  Box  1110 

55  Cambridge  Parkway 

Albany,  NY  12201-0088 

Fort  Wayne,  IN  46801 

Cambridge,  MA  02142 

518-486-8000 

219-427-2000 

617-577-8500 

CEO:  Victor  (  Riley  Jr 

CEO:  Ian  M  Rolland 

CEO:  Jim  P  Manzi 

Banks-northeast 

Insurance-diversified 

Services  &  related  products-office 

Kimberly-Clark 

Litton  Industries 

Louisiana  Land  &  Exploration 

PO  Box  619100 

360  North  Crescent  Drive 

PO  Box  60350 

Dallas,  TX  75261-9100 

Beverly  HiUs,  CA  90210-4867 

New  Orleans,  LA  70160 

214-830-1200 

2I3-859-SOO0 

504-566-6500 

CEO   Darwin  E  Smith 

CEO:  Onon  L  Hoch 

CEO:  Ernest  L  Williamson 

Consumer-personal  products 

Aerospace  &  defense 

Oil  &  gas-domestic 

Pa] 

Knight- Riddir 

Liz  Claiborne 

Louisiana-Pacific 

One  Herald  Plaza 

1441  Broadway 

111  Southwest  Fifth  Avenue 

Miami,  FL  33132-1693 

New  York,  NY  10018 

Portland,  OR  97204 

305-376-3800 

212-354-4900 

503-221-0800 

Chapman  Jr 

CEO:  Elisabeth  C  Ortenberg 

CEO:  Harry  A  Merlo 

■King 

Clothing-apparel  manufacturer 

Building-lumber 

Lockheed 

Louisville  Gas  &  Electric 

4500  Park  Granada  Boulevard 

PO  Box  32010 
Louisville,  KY  40232 

■      . 

Calabasas,  CA  91399-0610 

818-712-2000 

502-566-4011 

CEO:  Lawrence  O  Kitchen 

CEO:  Robert  L  Royer 

j!s 

Aciospace  &  defense 

Electric  utilities-southeast 

Natural  gas-distributors 

M0 

„,. 

GonrailGonneds 

TheTwoMost 

Important  Points 


OnEarth. 


There. 


Every  shipment  made  on  ever  our  customers  want  shipped.  Because  the  only  way  well  keep 

■nrail  moves  between  the  two  Everything  from  light  bulbs,  im-  our  momentum  going  is  to  keep 

>st  important  points  on  Earth:  ported  luxury  cars,  and  fresh  fruit  doing  more  for  our  customers, 

tere  it  is,  and  where  our  cus-  to  valuable  household  belongings.         To  find  out  what  Conrail  can  do 

ii  ner  needs  it  to  be.  And  we've  built  an  extensive  for  you,  make  a  connection  of  your 

And  whether  the  products  are  network  of  connections  with  trucks,  own.  Call  us  at  1-800-932-9292 

f  gile,  expensive  or  half  a  world  overseas  shipping  lines  and  other  and  ask  for  our  free  information  kit. 

a  ay,  that  customer  expects  them  railroads.  To  make  sure  we  can  go 

d|  time  and  intact.  where  our  customers  tell  us  to  go,         fnnrrril  \YM/P  MqHp 

1  So  Conrail  has  developed  a  anywhere  in  the  United  States  -  J^St  7! pVClVidUC 

ttch  soft  enough  to  handle  what-  or  on  Earth.  IJieKlgllt  UOnneCtlOnS. 
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Lowe's  Cos 

Box  1111 

No  Wilkesboro,  NC  28656-0001 

919-651-4000 

CEO:  Leonard  G  Herring 
Retai  ling-miscellaneous 

Marion  Laboratories 
PO  Box  8480 
Kansas  City,  MO  64114 
816-966-4000 

CEO:  Fred  W  Lyons  Jr 
Health-drugs 

MBIA 

PO  Box  788 

White  Plains,  NY  10602 

914-681-1300 

CEO:  William  O  Bailey 
Finance-services 

LTV 

PO  Box  65-5003 

Dallas,  TX  75265-5003 

214-979-7711 

CEO:  Raymond  A  Hay 
Metals-steel 
Aerospace  &  defense 

Marriott 

One  Marriott  Drive 

Washington,  DC  20058 

301-380-9000 

CEO:  J  Willard  Marriott  Ir 

Leisure-hotels  &  gaming 

Food  distributors-wholesalers 

MCA 

100  Universal  City  Plaza 

Universal  City,  CA  91608 

818-777-1000 

CEO:  Lew  R  Wasserman 

Leisure-entertainment 

Lubrizol 

29400  Lakeland  Boulevard 

Wickliffe,  OH  44092-2298 

216-943-4200 

CEO:  Lester  E  Coleman 
Chemicals-specialized 

Marsh  &  McLennan  Cos 
1221  Avenue  of  the  Americas 
New  York,  NY  10020 
212-997-2000 
CEO:  Frank  (  Tasco 
Insurance-brokers 

McCaw  Cellular  Communications 
5808  Lake  Washington  Boulevard  NE 
Kirkland,  WA  98033-7397 
206-827-4500 

CEO:  Craig  OMcCaw 
Telecommunications-carriers 

Lucky  Stores 

PO  Box  BB 

Dublin,  CA  94568 

415-833-6000 

CEO:  John  M  Lillie 

Food  distributors-major  supermarkets 

Marshall  &  Ilsley 

770  North  Water  Street 

Milwaukee,  WI  53202 

414-765-7801 

CEO:  John  A  Puelicher 

Banks-north  central 

McDonald's 
McDonald's  Plaza 
Oak  Brook,  IL  60521 
312-575-3000 

CEO:  Michael  R  Quinlan 
Restaurant  chains 

Mack  Trucks 

PO  Box  M 

Allentown,  PA  18105-5000 

215-439-3011 

CEO:  John  B  Curcio 
Automotive-autos  &  trucks 

Martin  Marietta 
6801  Rockledge  Drive 
Bethesda,  MD  20817 
301-897-6000 

CEO:  Norman  R  Augustine 
Aerospace  &  defense 

McDonnell  Douglas 

PO  Box  516 

St  Louis,  MO  63166-0516 

314-232-0232 

CEO:  lohn  F  McDonnell 
Aerospace  &  defense 

Macmillan 

866  Third  Avenue 

New  York,  NY  10022 

212-702-2000 

CEO:  Edward  P  Evans 

Communications-publishing 

Masco 

21001  Van  Born  Road 

Taylor,  MI  48180 

313-274-7400 

CEO:  Richard  A  Manoogian 
Building-miscellaneous  matenals 

McGraw-Hill 

1221  Avenue  of  the  Americas 

New  York,  NY  10020 

212-512-2000 

CEO:  loseph  L  Dionne 
Communications-publishing 

Manufacturers  Hanover 

270  Park  Avenue 

New  York,  NY  10017 

212-286-6000 

CEO:  John  F  McGillicuddy 

Banks-multinational 

Masco  Industries 
21001  Van  Born  Road 
Taylor,  MI  48180 
313-274-7405 

CEO:  Richard  A  Manoogian 
Automotive-auto  parts 
Heavy  equipment-industrial 

MCI  Communications 

1133  19th  Street  NW 

Washington,  DC  20036 

202-872-1600 

CEO:  William  G  McGowan 

Telecommunications-carriers 

Manufacturers  National 

Renaissance  Center 

Detroit,  Ml  48243 

313-222-4000 

CEO:  Dean  E  Richardson 

Banks  north  central 

Maxicare  Health  Plans 

5200  West  Century  Boulevard 

Los  Angeles,  CA  90045 

213-568-9000 

CEO:  Fred  W  Wasserman 

Health-services 

McKesson 

One  Post  Street 

San  Francisco,  CA  94104 

415-983-8300 

CEO:  Thomas  W  Field  Fr 
Health-drugs 

Manvillc 

PO  Box  5108 

Denver,  CO  80217 

303-978-2000 

CEO:  W  Thomas  Stephens 

Buildup  miscellaneous  materials 

May  Department  Stores 

611  Olive  Street 

St  Louis,  MO  63101 

314-342-6300 

CEO:  David  C  Farrell 

Retailing-department  stores 

Retailing  discount  &  variety 

MCorp 

PO  Box  655415 

Dallas,  TX  75265-5415 

214-290-5000 

CEO:  Gene  H  Bishop 

Banks-south  central 

Mapco 

PO  Box  645 

Tulsa,  OK  74101-0645 

.1800 

lames  E  Barnes 
Oil  n  gas-domi 

Maytag 

403  West  Fourth  Street  North 

Newton,  IA  50208 

515-792-8000 

CEO:  Daniel  |  Krumm 

Consumer-appliances 

Mead 

Courthouse  Plaza  Northeast 

Dayton,  OH  45463 

513-222-6323 

CEO:  Burnell  R  Roberts 

Paper 

Packaging 

332 
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Thomas  had  never  heard  of 
the  University  of  Nome. 


A  message  about  insurance 

and  financial  planning 

to  the  person  who  reads  what! s 

on  the  doctor's  wall. 

Look  first  for  the  letters  "CLU"  (Chartered  Life  Underwriter) 
1  and  "ChFC"  (Chartered  Financial  Consultant). 

Those  designations  will  tell  you  this  person  has  completed  years  of  study  with 

The  American  College  to  become  an  expert.  The  American  College  is 

the  oldest  accredited  college  in  the  field  of  insurance  and  financial  services. 

Those  letters  tell  you,  quite  simply,  this  is  an  insurance 

or  financial  planning  professional. 


©© 


American  Society  of  cm  &  chFC 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Ave.,  Bryn  Mawr,  PA  19010,  (215)  526-2500 
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Media  General 
PO  Box  C-32333 
Richmond,  VA  23293 
804-649-6000 

CEO:  James  S  Evans 

Communications-publishing 

Paper/Communications-broadcasting 

Meritor  Financial  Group 
12  South  12th  Street 
Philadelphia,  PA  19107-4076 
215-636-6000 

CEO:  Frederick  S  Hammer 
Banks-thrift  institutions 

MNC  Financial 
10  Light  Street 
Baltimore,  MD  21202 
301-244-5000 

CEO:  Alan  P  Hoblitzell  Jr 
Banks-Mid- Atlantic 

Medtronic 

7000  Central  Avenue  NE 

Minneapolis,  MN  55432-3576 

612-574-4000 

CEO:  Winston  R  Wallin 
Health-medical  supplies 

Merrill  Lynch 

World  Financial  Center 

New  York,  NY  10281-1220 

212-637-7455 

CEO:  William  A  Schreyer 

Finance-brokerage  houses 

Mobil 

150  East  42nd  Street 

New  York,  NY  10017-5666 

212-883-4242 

CEO:  Allen  E  Murray 

Oil-international 

Retailing-department  stores 

Mellon  Bank 
Mellon  Bank  Center 
Pittsburgh,  PA  15258 
412-234-5000 

CEO:  Frank  V  Cahouet 
Banks-Mid-Atlantic 

Fred  Meyer 

PO  Box  42121 

Portland,  OR  97242 

503-232-8844 

CEO:  Oran  B  Robertson 

Retailing-discount  &  variety 

Food  distributors-regional  supermarkets 

Molex 

2222  Wellington  Court 

Lisle,  IL  60532-1682 

312-969-4550 

CEO:  lohn  H  Krehbiel  Jr 
Electronics-equipment 

Melville 

3000  Westchester  Avenue 

Harrison,  NY  10528 

914-253-8000 

CEO:  Stanley  P  Goldstein 

Retailing-apparel 

Retailing-shoes 

Michigan  National 

30665  Northwestern  Highway 

Farmington  Hills,  MI  48333-9065 

313-626-8200 

CEO:  Robert  ]  Mylod 

Banks-north  central 

Monarch  Capital 
One  Monarch  Place 
Springfield,  MA  01144 
413-781-3000 

CEO:  Gordon  N  Oakes  Jr 
Insurance-life  &  health 

Mercantile  Bancorporation 

PO  Box  524 

St  Louis,  MO  63166 

314-425-2525 

CEO:  Donald  E  Lasater 
Banks-north  central 

Microsoft 

Box  97017 

Redmond,  WA  98073-9717 

206-882-8080 

CEO:  William  H  Gates  III 

Services  &  related  products-office 

Monsanto 

800  North  Lindbergh  Boulevard 

St  Louis,  MO  63167 

314-694-1000 

CEO:  Richard  J  Mahoney 
Chemicals-diversified 

Mercantile  Bankshares 

PO  Box  1477 

Baltimore,  MD  21203 

301-237-5900 

CEO:  H  Furlong  Baldwin 

Banks  Mid-Atlantic 

Middle  South  Utilities 

PO  Box  61005 

New  Orleans,  LA  70161 

504-529-5262 

CEO:  Edwin  Lupberger 
Electric  utilities-south  central 

Moore  Financial  Group 
PO  Box  8247 
Boise,  ID  83733 
208-383-7000 

CEO:  Daniel  R  Nelson 
Banks-western 

Mercantile  Stores 
128  West  31st  Street 
New  York,  NY  10001 
212-560-0500 

CEO:  Leon  F  Winbigler 
Retailing  department  stores 

Midlantic 
PO  Box  600 
Edison,  N)  08818 
201-321-8000 

CEO   Robert  Van  Buren 
Banks-Mid- Atlantic 

JP  Morgan  &  Co 
23  Wall  Street 
New  York,  NY  10015 
212-483-2323 

CEO:  Lewis  T  Preston 
Banks-multinational 

Merchants  National 

One  Merchants  Plaza 

Indianapolis,  IN  46255 

317-267-7000 

CEO  Otto  N  Fraud  III 

Banks  north  central 

Millipore 

80  Ashby  Road 

Bedford,  MA  01730 

617-275-9200 

CEO:  John  A  Gilmartin 

Health-medical  supplies 

Morgan  Stanley  Group 

1251  Avenue  of  the  Americas 

New  York,  NY  10020 

212-703-4000 

CEO:  S  Parker  Gilbert 

Finance-brokerage  houses 

Merck 

PO  Box  2000 

Rahway,  N|  07065-0900 

201-574-4000 

CEO:  P  Roy  Vagelos 

Health  drugs 

Minnesota  Mining  &  Manufacturing 

3M  Center 

St  Paul,  MN  55144-1000 

612-733-1110 

CEO:  Allen  F  lacobson 
Conglomerates 

Morrison-Knudsen 
PO  Box  73 
Boise,  ID  83707 
208-386-8000 

CEO:  William  (  Deasy 
Building-commercial 

Meridian  Bancorp 
PO  Box  1103 

Beading.  PA  19603 
2000 

l   1   \  McCuii. 

Minnesota  Power 

30  West  Superior  Street 

Duluth,  MN  55802 

218-722-2641 

CEO:  lack  F  Rowe 

Electric  utilities-north  central 

Morton  Thiokol 

110  North  Wacker  Drive 

Chicago,  IL  60606-1560 

312-807-2000 

CEO:  Charles  S  Locke 

Chemicals-specialized 

Aerospace  &  defense 
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MISSOURI: 

When 
you  want 

to  win. 

A  Missouri  location  can 
move  you  way  out  in  front. 
Lower  building  costs,  easy 


financing  and  generous  tax 
credits  help  your  business  stay 
ahead  of  the  competition.  Right 
where  you  belong. 

Get  your  start  in  a 
gleaming  office  tower  or  park- 
like building  complex.  Build 
new  or  move  into  one  of  the 
already  existing  facilities.  Space 
is  available  now.  You  could 


State  of  Missouri      P  O.  Box  118      Jefferson  City  MO  65102 


have  it  Made  in  Missouri.  Call 
us  and  learn  the  economics  of 
the  Missouri  Advantage." 

Missouri 

Advantage" 

Call:  1-800-523-1434 
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Motorola 

1303  East  Algonquin  Road 

Schaumburg,  IL  60196 

312-397-5000 

CEO:  George  Fisher 

Telecommunications-manufacturing 

Electronics-semiconductors 

National  Service  Industries 

1 180  Peachtree  Street  NE 

Atlanta,  GA  30309 

404-892-2400 

CEO:  Sidney  Kirschner 

Electrical  equipment 

Services  &  related  products-industrial 

Nicor 

PO  Box  200 

Naperville,  IL  60566-0200 

312-242-4470 

CEO:  Richard  G  Cline 

Natural  gas-distributors 

Murphy  Oil 

200  Peach  Street 

El  Dorado,  AR  71730 

501-862-6411 

CEO:  lack  W  McNutt 
Oil  &  gas-domestic 

Navistar  International 
401  North  Michigan  Avenue 
Chicago,  IL  60611 
312-836-2000 

CEO:  James  C  Cotting 
Automotive-autos  &  trucks 

Nipsco  Industries  (formerly  No  Indiana  Public  Svc) 
5265  Hohman  Avenue 
Hammond,  IN  46320 
219-853-5200 

CEO:  Edmund  A  Schroer 
Electric  utilities-north  central 
Natural  gas-distributors 

Nalco  Chemical 

One  Nalco  Center 

Naperville,  IL  60566-1024 

312-961-9500 

CEO:  Worley  H  Clark  Jr 

Chemicals-specialized 

NBD  Bancorp 

611  Woodward  Avenue 

Detroit,  MI  48226 

313-225-1000 

CEO:  Charles  T  Fisher  ID 
Banks-north  central 

Nordstrom 
1501  Fifth  Avenue 
Seattle,  WA  98101 
206-628-2111 

CEO:  Bruce  A  Nordstrom 
Retai  ling-apparel 

Nash  Finch 

3381  Gorham  Avenue 

St  Louis  Park,  MN  55426 

612-929-0371 

CEO:  Harold  B  Finch  Jr 

Food  distributors-wholesalers 

Food  distributors-regional  supermarkets 

NCNB 

One  NCNB  Plaza 

Charlotte,  NC  28255 

704-374-5000 

CEO:  Hugh  L  McColl  Jr 

Banks-southeast 

Norfolk  Southern 
One  Commercial  Place 
Norfolk,  VA  23510-2191 
804-629-2600 

CEO:  Arnold  B  McKinnon 
Surface  transportation-railroads 

National  Bancshares  Corp  of  Texas 

POBox  121 

San  Antonio,  TX  78291 

512-225-2511 

CEO:  Richard  W  Calvert 

Banks-south  central 

NCR 

1700  South  Patterson  Boulevard 

Dayton,  OH  45479 

513-445-5000 

CEO:  Charles  E  Exley  Jr 

Electronics-computers 

Northeast  Bancorp 
PO  Box  700 

Stamford,  CT  06904-0700 
203-348-6211 

CEO:  Frank  |  Kugler  Jr 
Banks-northeast 

National  City 

1900  East  Ninth  Street 

Cleveland,  OH  44114-3484 

216-575-2000 

CEO:  Edward  B  Brandon 

Banks-north  central 

New  England  Electric  System 
25  Research  Drive 
Westborough,  MA  01582 
617-366-9011 

CEO:  Samuel  Huntington 
Electric  utilities-northeast 

Northeast  Savings  FA 
50  State  Street 
Hartford,  CT  06103 
203-280-1000 
CEO:  Kent  Dixon 
Banks-thrift  institutions 

National  Community  Bank 

24  Park  Avenue 

Rutherford,  N)  07070 

201-845-1000 

CEO:  Robert  M  Kossick 

Banks-Mid-Atlantic 

New  York  State  Electric  &  Gas 

PO  Box  287 

Ithaca,  NY  14851 

607-729-2551 

CEO:  Wells  P  Allen  |r 

Electric  utilities-northeast 

Northeast  Utilities 

PO  Box  270 

Hartford,  CT  06141-0270 

203-665-5000 

CEO:  William  B  Ellis 
Electric  utilities-northeast 

National  Intergroup 
20  Stanwix  Street 
Pittsburgh,  PA  15222 
412-394-4100 

CEO;  Howard  M  Love 
Health-drugs 

New  York  Times 
229  West  43rd  Street 
New  York,  NY  10036 
212-556-1234 

CEO:  Arthur  Ochs  Sulzberger 
Communications-publishing 

Northern  States  Power 
414  Nicollet  Mall 
Minneapolis,  MN  55401 
612-330-5500 

CEO:  James  J  Howard 
Electric  utilities-north  central 
Natural  gas-distnbutors 

National  Medical  Enterprises 

11620  Wilshire  Boulevard 

Los  Angeles,  CA  90025 

213-479-5526 

CEO   Richard  K  Earner 

Newmont  Mining 

200  Park  Avenue 

New  York,  NY  10166 

212-953-6900 

CEO:  Gordon  R  Parker 

Metals-nonferrous 

Northern  Trust 

50  South  LaSalle  Street 

Chicago,  IL  60675 

312-630-6000 

CEO:  Weston  R  Christopherson 
Banks-north  central 

■  nal  Semiconductor 

^»<>0 

•ra,  CA950   :  80V0 

.000 

1    ipofck 

■       ..in   . 

Niagara  Mohawk  Power 
300  Erie  Boulevard  West 
Syracuse,  NY  13202 
315-474-1511 

CEO:  John  G  Haehl  |r 
Electric  utilities-northeast 
Natural  gas-distnbutors 

Northrop 

1840  Century  Park  East 

Los  Angeles,  CA  90067-2199 

213-553-6262 

CEO:  Thomas  V  Jones 
Aerospace  &.  defense 

__J 

- 

How  to  get  quality  freight  transportation 

at  55  mph  or  550  mph. 


Whether  it's  on  the  ground  or  in  the  air,  CF  gives  its 
customers  a  full  spectrum  of  freight  transportation  services.  Out 
on  the  highway  our  Motor  Freight  division  has  been  making 
on-time  and  efficient  deliveries  for  nearly  seven  decades.  In  fact 
we  were  the  first  truly  nationwide  trucking  company.  While  today, 
the  most  advanced  computer  center  in  the  industry  allows 
us  to  give  our  customers  the  most  cost-efficient  service  possible. 

Meanwhile,  up  in  the  skies,  CF  AirFreight  gives  you 

next-day  delivery  with  our  AM  Service.  From  pick-up  to 

delivery,  CF  AirFreight  serves  you  with  a  network  of  more 

than  110  domestic  terminals  and  Customer  Service  Specialists 

in  every  major  commerce  center.  All  this  is  made  possible 

by  a  company  with  the  financial  strength  and  the  management 

commitment  to  cover  all  bases.  Because  no  matter  what 

the  altitude,  we've  got  the  aptitude. 

COnSOLIDflTED 
FREIGHTWRYS  IRC 


The 


Company 


Miles  aheaD 
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Northwestern  National  Life  Insurance  Co 

20  Washington  Avenue  South 

Minneapolis,  MN  55401 

612-372-5432 

CEO:  John  E  Pearson 

Insurance-life  &  health 

Ohio  Edison 

76  South  Main  Street 

Akron,  OH  44308 

216-384-5100 

CEO:  Justin  T  Rogers  Jr 
Electric  utilities-north  central 

Pacific  Enterprises 
801  South  Grand  Avenue 
Los  Angeles,  CA  90017 
213-895-5000 

CEO:  Paul  A  Miller 
Natural  gas-integrated 
Retailing-drugs 

Norton 

120  Front  Street 

Worcester,  MA  01608-1446 

617-795-5000 

CEO:  lohn  M  Nelson 

Heavy  equipment-industrial 

Oklahoma  Gas  &  Electric 

PO  Box  321 

Oklahoma  City,  OK  73101 

405-272-3000 

CEO:  James  G  Harlow  Jr 

Electric  utilities-south  central 

Pacific  First  Financial 
PO  Box  1257 
Tacoma,  WA  98401 
206-383-7605 

CEO:  Jerry  E  Pohlman 
Banks-thrift  institutions 

1 

Norwest 

1200  Peavey  Building 

Minneapolis,  MN  55479 

612-372-8268 

CEO:  Lloyd  P  Johnson 

Banks-north  central 

Old  Kent  Financial 
One  Vandenberg  Center 
Grand  Rapids,  Ml  49503 
616-774-5000 

CEO:  John  C  Canepa 
Banks-north  central 

Pacific  Gas  &  Electric  (formerly  Pacific  Lighting) 

77  Beale  Street 

San  Francisco,  CA  94106 

415-781-4211 

CEO:  Richard  A  Clarke 
Electric  utilities-western 
Natural  gas-distributors 

Noxell 

11050  York  Road 

Hunt  Valley,  MD  21030-2098 

301-785-7300 

CEO:  George  L  Bunting  Jr 

Consumer-personal  products 

Old  Republic  International 
307  North  Michigan  Avenue 
Chicago,  IL  60601 
312-346-8100 

CEO:  William  R  Stover 
Insurance-diversified 

Pacific  Telesis  Group 
130  Kearny  Street 
San  Francisco,  CA  94108 
415-394-3000 

CEO:  Donald  E  Guinn 
Telecommunications-carriers 

Nucor 

4425  Randolph  Road 

Charlotte,  NC  28211 

704-366-7000 

CEO:  F  Kenneth  Iverson 

Metals-steel 

Old  Stone 

180  South  Main  Street 

Providence,  RI  02903 

401-278-2000 

CEO:  Theodore  W  Bames 
Banks-northeast 

PacifiCorp 

851  SW  Sixth  Avenue 

Portland,  OR  97204 

503-464-6000 

CEO:  Don  C  Frisbee 

Electric  utilities-western 

Coal/Telecommunications-carriers 

NWA 

Minneapolis/St  Paul  Airport 
St  Paul,  MN  551 11 
612-726-2111 

CEO:  Steven  G  Rothmcicr 
Air  transport-passenger 

Olin 

PO  Box  1355 

Stamford,  CT  06904-1355 

203-356-2000 

CEO:  John  W  lohnstone  Jr 

Chemicals-diversified 

PaineWebber  Group 

1285  Avenue  of  the  Americas 

New  York,  NY  10019 

212-713-2000 

CEO:  Donald  B  Marron 
Finance-brokerage  houses 

Nynex 

335  Madison  Avenue 

New  York,  NY  10017 

212-370-7400 

CEO:  Delbert  C  Stalcy 

Telecommunications-carrier  •- 

Oracle  Systems 

20  Davis  Drive 

Belmont,  CA  94002 

415-598-8000 

CEO:  Lawrence  J  Ellison 

Services  &  related  products-office 

Pall 

30  Sea  Cliff  Avenue 

Glen  Cove,  NY  11542 

516-671-4000 

CEO:  Abraham  Krasnoff 
Heavy  equipment-industrial 
Aerospace  &  defense 

Occidental  Petroleum 
10889  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
213-879-1700 

CEO:  Armand  Hammer 

Oil  international 

Njnii.il  Kas  producers  is.  pipeliners 

Outboard  Marine 

100  Sea-Horse  Drive 

Waukegan,  IL  60085 

312-689-6200 

CEO:  Charles  D  Strang 

Leisure-recreation 

Pan  Am 

200  Park  Avenue 

New  York,  NY  10166 

212-880-1234 

CEO  Thomas  G  Plaskett 
Air  transport-passenger 

Ogden 

Two  Pennsylvania  Plaza 

New  York,  NY  10121 

212-868-6100 

Ralph  E  Ablon 

products  industrial 

Owens-Corning  Fiberglas 

Fiberglas  Tower 

Toledo,  OH  43659 

419-248-8000 

CEO:  William  W  Boeschenstein 

Building-miscellaneous  materials 

Panhandle  Eastern 
PO  Box  1642 
Houston,  TX  77251-1642 
713-664-3401 

CEO:  Robert  D  Hunsucker 
Natural  gas-producers  &  pipeliners 

tialty 

•    Vliiril  St] 
'■  in,  OH  450. 

ker 

Paccar 

PO  Box  1518 

Bellevue,  WA  98009 

206-455-7400 

CEO:  Charles  M  Pigott 

Automotive-autos  &  trucks 

Parker-Hannifin 

17325  Euclid  Avenue 

Cleveland,  OH  44112-1290 

216-531-3000 

CEO:  Paul  G  Schloemer 

Heavy  equipment-industrial 

Aerospace  &  defense 
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VEBA 1987:  Successful 
in  Private  Hands 


Performance  1987 


Consolidated 
Figures 

1987 

1986 

Change        1 

Group 
external  sales 

DM  40,065  mn 

DM  40,138  mn 

-    0.2% 

Group 

net  income 

DM       943  mn 

DM        919mn 

+    2.6% 

Capital 

'   spending 

DM    4,400  mn 

DM    3,622  mn 

+  21.4% 

Total  staff 

74,130 

69,734 

+    6.3% 

600,000  Shareholders 

VEBA  was  fully  privatized  in  March 
1987  and  is  at  present  owned  by  more 
than  600,000  shareholders  including 
90%  small  investors  and  35,000 
VEBA  employees.  One  third  of 
VEBA's  capital  stock  is  foreign-held. 

Once  More  Favorable 
Results 

The  Group's  net  income  rose  once 
more  against  the  preceding  year 
although  sales  remained  unchanged. 
The  (preliminary)  earnings  per  share 
using  the  new  DVFA  formula  came  to 
DM  24.00.  The  favorable  develop- 
ment of  earnings  will  once  again 
make  it  possible  to  pay  out  a  dividend 
of  DM  10.00. 

New  Equity  Interests 

With  the  acquisition  of  the  chemical 
and  plastics  operations  of  DYNAMIT 
NOBEL  AG,  HULS  has  taken  a  deci- 
sive step  forward:  the  move  into  lines 
of  business  with  growth  potential. 
Braunschweigische  Kohlen-Berg- 
werke  AG  (BKB)  is  now  almost 
wholly  owned  by  PREUSSEN- 
ELEKTRA.  The  STINNES  subsidi- 
ary RHENUS  significantly  reinforced 
its  market  position  through  the  acqui- 
sition of  the  forwarders  Gebr. 
Weichelt.  VEBA  took  a  12.5% 
interest  in  HAPAG-LLOYD.  Also 


worth  mentioning:  RUHRGLAS  was 
sold. 

Highlights  of  the  Divisions 

PREUSSENELEKTRA  held  its  elec- 
tricity prices  constant  for  the  fifth 
consecutive  year  and  achieved  good 
results  despite  high  depreciation 
charges  on  new  power  plants.  Having 
realized  its  capital  spending  for  envi- 
ronmental protection  ahead  of  the 
deadline,  VKR  has  strengthened  its 
leading  position  as  a  company  using 
domestic  hard  coal  for  electricity 
generation.  New  discoveries  made  by 
DEMINEX  increased  VEBA  OEUs 
oil  reserves;  in  crude  oil  refining,  the 
company  maintained  its  position. 
HULS  recorded  brisk  demand  at 
home  and  abroad  and  achieved  an- 
other increase  in  profits.  The  trading 
companies  STINNES  and  RAAB 
KARCHER  reported  favorable  earn- 
ings and  improved  their  market  posi- 
tion. Large  amounts  were  invested; 
besides  the  electricity  division,  capital 
spending  focuses  increasingly  on  the 
chemical  sector.  Plans  are  to  invest 
DM  20  billion  during  the  next  five 
years  to  further  the  future  of  the 
Group. 

Outlook  1988 

Judging  by  the  business  development 
so  far,  VEBAs  shareholders  can  anti- 
cipate good  results  again  in  1988. 


To  find  out  more' about  VEBA,  please  contact:  VEBA  AG,  Karl-Arnold-Platz  3,  D-4000  Dusseldorf  30,  Federal  Republic  of  Germany 


Where  to  find  The  Forbes  500s 

Payless  Cashways 

Phelps  Dodge 

Polaroid 

PO  Box  419466 

2600  North  Central  Avenue 

549  Technology  Square 

Kansas  City,  MO  64141-0466 

Phoenix,  AZ  85004-3014 

Cambridge,  MA  02139 

816-234-6000 

602-234-8100 

617-577-2000 

CEO:  David  Stanley 

CEO:  G  Robert  Durham 

CEO:  I  MacAllister  Booth 

Retai  ling-miscellaneous 

Metals-nonferrous 

Leisure-photography 

1 

Penn  Central 

PHH  Group 

Portland  General 

One  East  Fourth  Street 

11333  McCormick  Road 

121  Southwest  Salmon  Street 

Cincinnati,  OH  45202 

Hunt  Valley,  MD  21031 

Portland,  OR  97204 

513-579-6600 

301-771-1900 

503-224-0302 

CEO:  Carl  H  Lindner 

CEO:  Jerome  W  Geckle 

CEO:  Robert  H  Short 

Conglomerates 

Services  &  related  products-office 

Electric  utilities-westem 

Telecommunications-manufacturing 

Pennbancorp 

Philadelphia  Electric 

Potlatch 

Pennbank  Center 

PO  Box  8699 

PO  Box  3591 

Titusville,  PA  16354 

Philadelphia,  PA  19101 

San  Francisco,  CA  94119 

814-827-2751 

215-841-4000 

415-947-5500 

CEO:  William  F  Roemer 

CEO:  Joseph  F  Paquette  Jr 

CEO:  Richard  B  Madden 

Banks-Mid-Atlantic 

Electric  utilities-northeast 

Paper 
Building-lumber 

JC  Penney 

Philip  Morris  Cos 

Potomac  Electric  Power 

PO  Box  659000 

120  Park  Avenue 

1900  Pennsylvania  Avenue  NW 

Dallas,  TX  75265 

New  York,  NY  10017 

Washington,  DC  20068 

214-591-1924 

212-880-5000 

202-872-2000 

CEO:  William  R  Howell 

CEO:  Hamish  Maxwell 

CEO:  W  Reid  Thompson 

Retailing-department  stores 

Beverages  &  tobacco-tobacco 
Food  processors-branded  foods 

Electric  utilities-northeast 

Pennsylvania  Power  &  Light 

Phillips  Petroleum 

PPG  Industries 

Two  North  Ninth  Street 

Phillips  Building 

One  PPG  Place 

Allentown,  PA  18101-1179 

Bartlesville,  OK  74004 

Pittsburgh,  PA  15272 

215-770-5151 

918-661-6600 

412-434-3131 

CEO:  Robert  K  Campbell 

CEO:  C  F  Silas 

CEO:  Vincent  A  Sami 

Electric  utilities-northeast 

Oil-international 

Automotive-auto  parts 
Building-miscellaneous  materials 

Pennzoil 

Pillsbury 

Premark  International 

PO  Box  2967 

200  South  Sixth  Street 

1717  Deerfield  Road 

Houston,  TX  77252-8200 

Minneapolis,  MN  55402 

Deerfield,  IL  60015 

713-546-4000 

612-330-4966 

312-405-6000 

CEO:  F  Hugh  Liedtke 

CEO:  William  H  Spoor 

CEO:  Warren  L  Batts 

Oil  &  gas-domestic 

Food  processors-branded  foods 
Restaurant  chains 

Consumer-home  furnishings 

PepsiCo 

Pinnacle  West  Capital  (formerly  AZP  Group) 

Premier  Bancorp 

700  Anderson  Hill  Road 

PO  Box  52132 

POBox  1511 

Purchase,  NY  10577 

Phoenix,  AZ  85072-2132 

Baton  Rouge,  LA  70821 

914-253-2000 

602-234-1142 

504-389-4206 

CEO:  D  Wayne  Calloway 

CEO  Keith  L  Turley 

CEO:  Charles  W  McCoy 

Beverages  &  tobacco-soft  drinks/Food 

Electric  utilities-westem 

Banks-south  central 

processors-branded  foods/Restaurant  chains 

Banks-thrift  institutions 

Perkin-Elmer 

Pioneer  Hi-Bred  International 

Premier  Industrial 

761  Main  Avenue 

400  Locust  Street 

4500  Euclid  Avenue 

Norwalk,  CT  06859-0001 

Des  Moines,  1A  50309 

Cleveland,  OH  44103 

203-762-1000 

515-245-3500 

216-391-8300 

CEO:  Honace  G  McDonell  |r 

CEO:  Thomas  N  Urban 

CEO:  Morton  L  Mandel 

Elect  ronics-equipment 

Food  processors-commodities 

Electronics-equipment 

Aerospace  &.  defense 

Perpetual  Savings  Bank  FSB 

Pitney  Bowes 

Price  Co 

2034  Eisenhower  Avenue 

Walter  H  Wheeler  |r  Drive 

PO  Box  85466 

Alexandria.  \A  22314 

Stamford,  CT  06926-0700 

San  Diego,  CA  92138 

703-838-6000 

203-356-5000 

619-581-4600 

CEO:  Thoma*  }  Owen 

CEO:  George  B  Harvey 

CEO:  Robert  E  Price 

Bar.!                   M;tutions 

Electronics-equipment 

Retailing-miscellaneous 

PNC  Financial 

Prime  Computer 

Pittsburgh,  PA  15265 

Prime  Park 

*,  NY  joor 

412-762-2000 

Natick,  MA  01760 

CEO:  Thomas  H  O'Brien 

617-655-8000 

CEO:  Foe  M  Henson 
Electronics-computers 

Banks-Mid-Atlantic 
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First  Boston  Leadership 


Leveraged  buyouts  (LBOs)  represent  one 
of  the  best  strategies  to  allow  managers  to 
become  owners.  A  successful  LBO  requires 
capital,  a  sound  financial  strategy,  and  strong 
transaction  capabilities—  in  short,  the  qualities 
that  First  Boston  has  become  known  for. 


First  Boston's  team  of  LBO  professionals 
has  created  a  proven  record  of  LBO  success. 
Working  in  partnership  with  dedicated 
managers,  First  Boston  has  structured  and 
implemented  a  broad  range  of  transactions  that 
have  made  ownership  a  reality  for  managers 


of  companies  like  the  ones  listed  below. 

A  unique  combination  of  capita],  creativity, 
and  experience  translates  into  First  Boston's 
leadership  in  LBOs. 


EL  Acquisition  Corp. 

/  newly  formed,  privately  held  company  organized  by  Management. 
First  Boston,  Inc.  and  Wesmy  Capital  Corporation 

has  acquired  substantially  all  of  the  U.S.  and  Canadian 
business  and  assets  of 

Electrolux  Corporation 

(electwoluk] 


Sara  Lee  Corporation 


Tri-Gas  Inc. 


KU»*0»t 


a  newly  formed,  privately  held  company  organized  by 
Management  and  First  Boston,  Jnc 

has  acquired  certain 

Industrial  Gas  Operations  and  Related  Assets 

fovm 

American  Air  Liquide,  Inc. 


Igloo  Holdings,  Inc. 

a  newly  formed,  privately  held  company  organized  by 
Management  and  First  Boston.  Inc. 

has  acquired 

Igloo  Products  Corporation 

iqEo 

and 

Impact  Extrusion  Corporation 

The  Quaker  Oats  Company 


Financial  Protection 
Services,  Inc. 


has  acquired 


CCC  Information 
Services,  Inc. 

CCC 


IBC  Holdings  Corp. 

i  newly  formed,  privately  held  company  organized  by  Management, 
First  Boston,  Inc.  and  George  K.  Baum  Group,  Jnc 


has  acquired 


Interstate  Bakeries  Corporation 


IBC  Holdings  Corp. 

bos  acquired  the 

Merita/Cotton's  Subsidiaries 


American  Bakeries  Company 


BV  Holdings  Corporation 


a  newly  formed,  privately  held  company  organized  by 
Management  and  First  Boston,  Inc 


has  acquired 


Big  V  Supermarkets,  Inc. 


Commitment  to 
Leveraged  Buyouts 

The  undersigned  negotiated  these 

transactions,  arranged  the  permanent 

financing  and  is  an  equity  investor 

in  the  acquiring  companies. 

First  Boston 

Investment  Bankers 


Where  to  find  The  Forbes  500s 

Prime  Motor  Inns 
PO  Box  2700 
Fairfield,  NJ  07007-2700 
201-882-1010 

CEO:  Peter  E  Simon 
Leisure-hotels  &  gaming 

Puget  Sound  Bancorp 
PO  Box  11500 
Tacoma,  WA  98411-5050 
206-593-3600 

CEO:  William  W  Philip 
Banks-western 

Reynolds  Metals 
PO  Box  27003 
Richmond,  VA  23261 
804-281-2000 

CEO:  William  O  Bourke 
Metals-nonferrous 

Primerica  (formerly  American  Can) 

PO  Box  3610 

Greenwich,  CT  06836-3610 

203-552-2000 

CEO:  Gerald  Tsai  Jr 

Insurance-life  &  health 

Retailing-miscellaneous 

Puget  Sound  Power  &  Light 
Puget  Power  Building 
Bellevue,  WA  98009 
206-454-6363 

CEO:  John  W  Ellis 
Electric  utilities-western 

Riggs  National 

1503  Pennsylvania  Avenue  NW 

Washington,  DC  20005 

202-835-6000 

CEO:  Joe  L  Allbritton 

Banks-Mid- Atlantic 

Procter  &  Gamble 

One  Procter  &  Gamble  Plaza 

Cincinnati,  OH  45202 

513-983-1100 

CEO:  John  G  Smale 
Consumer-personal  products 
Consumer-household  products 

Quaker  Oats 
PO  Box  9001 
Chicago,  IL  60604-9001 
312-222-7111 

CEO:  William  D  Smithburg 
Food  processors-branded  foods 

Rite  Aid 
PO  Box  3165 
Harrisburg,  PA  17105 
717-761-2633 
CEO:  Alex  Grass 
Retailing-drugs 

Progressive 

PO  Box  5070 

Cleveland,  OH  44101 

216-464-8000 

CEO:  Peter  B  Lewis 

Insurance-property  &  casualty 

Quantum  Chemical  (formerly  National  Distillers! 
99  Park  Avenue 
New  York,  NY  10016 
212-949-5000 

CEO:  John  Hoyt  Stookey 
Chemicals-diversified 
Oil  &  gas-domestic 

RIR  Nabisco 

300  Galleria  Parkway 

Atlanta,  GA  30339 

404-852-3000 

CEO:  F  Ross  Johnson 

Food  processors-branded  foods 

Beverages  &  tobacco-tobacco 

Provident  Life  &  Accident 
One  Fountain  Square 
Chattanooga,  TN  37402 
615-755-1011 

CEO:  H  Carey  Hanhn 
Insurance-life  ex  health 

Ralston  Purina 

Checkerboard  Square 

St  Louis,  MO  63164 

314-982-1000 

CEO:  William  P  Stiritz 

Food  processors-branded  foods 

Food  processors-commodities 

Roadway  Services 

PO  Box  88 

Akron,  OH  44309-0088 

216-384-8184 

CEO:  Joseph  M  Clapp 

Surface  transportation-trucking  &  leasing 

Public  Service  Co  of  Colorado 

PO  Box  840 

Denver,  CO  80201-0840 

303-571-7511 

CEO:  Richard  F  Walker 
Electric  utilities-western 
Natural  gas-distnbutors 

Raychem 

300  Constitution  Drive 

Menlo  Park,  CA  94025-1164 

415-361-3333 

CEO:  Paul  M  Cook 
Electrical  equipment 

Rochester  Community  Savings  Bank 

40  Franklin  Street 

Rochester,  NY  14604 

716-262-5800 

CEO:  Leonard  S  Simon 

Banks-thrift  institutions 

Public  Service  Co  of  Indiana 
1000  East  Main  Street 
Plainfield,  IN  46168 
317-839-9611 

CEO:  Hugh  A  Barker 
Electric  utilities-north  central 

Raytheon 

141  Spring  Street 

Lexington,  MA  02173 

617-862-6600 

CEO:  Thomas  L  Phillips 
Conglomerates 
Aerospace  &  defense 

Rockwell  International 
600  Grant  Street 
Pittsburgh,  PA  15219 
412-565-2000 

CEO:  Donald  R  Beall 
Aerospace  &  defense 

Public  Service  Co  of  New  Hampshire 

PO  Box  330 

Manchester,  NH  03105 

603-669-4000 

CEO    Robert  I  Harrison 

Electric  utilities-northeast 

Reebok  International 
150  Royall  Street 
Canton,  MA  02021 
617-821-2800 
CEO:  Paul  Fireman 
Clothing-shoe  manufacturer 

Rohm  &  Haas 
Independence  Mall  West 
Philadelphia,  PA  19105 
215-592-3000 

CEO:  Vincent  L  Gregory  Jr 
Chemicals-diversified 

Public  Service  Co  of  New  Mexico 
Alvarado  Square 
Albuquerque,  NM  87158 
505-848-2700 
i  |erry  Di 

Reliance  Group  Holdings 

55  East  52nd  Street 

New  York,  NY  10055 

212-909-1100 

CEO:  Saul  P  Steinberg 

Insurance-diversified 

Rollins  Environmental  Services 

PO  Box  2349 

Wilmington,  DE  19899 

302-479-2757 

CEO:  Darrell  M  Trent 

Services  &.  related  products-industrial 

i'  Group 

Republic  New  York 

452  Fifth  Avenue 

New  York,  NY  10018 

212-930-6000 

CEO:  Walter  H  Werner 

Banks-northeast 

LF  Rothschild  Holdings 
55  Water  Street 
New  York,  NY  10041 
212-238-2000 

CEO:  Robert  Schoenthal 
Finance-brokerage  houses 
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\f  you  rounded 
up  every  pair  of 
blue  jeans  in 

the  world, 
youdfind  that 

the  dye  for 
one  pair  in  four 
came  from  ICL 


World  Class 

w 

Proud  Presenting  Sponsor  of  the  Eagle  Tournament  of  Champions  at  Forest  Hills,  April  30  -  May  8 


ICI  manufactures  in  40  countries  and  sells  to  over  150. 


Where  to  find  The  Forbes  500s 


Rouse 

Santa  Fe  Southern  Pacific 

Service  Merchandise 

10275  Little  Patuxent  Parkway 

224  South  Michigan  Avenue 

PO  Box  24600 

Columbia,  MD  21044 

Chicago,  IL  60604-2401 

Nashville,  TN  37202-4600 

301-992-6000 

312-786-6000 

615-251-6666 

CEO:  Mathias  J  DeVito 

CEO:  Robert  D  Krebs 

CEO:  Raymond  Zimmerman 

Building-commercial 

Surface  transportation-railroads 

Retailing-catalog  showrooms 

Rubbermaid 

Sara  Lee 

Shawmut  National 

1147  Akron  Road 

Three  First  National  Plaza 

One  Federal  Street 

Wooster,  OH  44691 

Chicago,  IL  60602-4260 

Boston,  MA  02211 

216-264-6464 

312-726-2600 

617-292-2000 

CEO:  Stanley  C  Gault 

CEO:  lohn  H  Bryan  Jr 

CEO:  Joel  B  Alvord 

Consumer-home  furnishings 

Food  processors-branded  foods 

Banks-northeast 

Ryder  System 

Scana 

Sherwin-Williams 

3600  Northwest  82nd  Avenue 

PO  Box  764 

101  Prospect  Avenue  NW 

Miami,  FL  33166 

Columbia,  SC  29218 

Cleveland,  OH  44115-1075 

305-593-3726 

803-748-3000 

216-566-2000 

CEO:  M  Anthony  Bums 

CEO:  John  A  Warren 

CEO:  John  G  Breen 

Surface  transportation-trucking  &  leasing 

Electric  utilities-southeast 

Retailing-miscellaneous 

Natural  gas-distributors 

Chemicals-specialized 

Safeco 

Schering-Plough 

Sigma- Aldrich 

Safeco  Plaza 

One  Giralda  Farms 

3050  Spruce  Street 

Seattle,  WA  98185 

Madison,  NJ  07940-1000 

St  Louis,  MO  63103 

206-545-5000 

201-822-7000 

314-771-5765 

CEO:  Bruce  Maines 

CEO:  Robert  P  Luciano 

CEO:  Carl  T  Cori 

Insurance-diversified 

Health-drugs 
Consumer-personal  products 

Chemicals-specialized 

Safety-Kleen 

Scott  Paper 

Signet  Banking 

777  Big  Timber  Road 

Scott  Plaza 

PO  Box  25970 

Elgin,  IL  60123 

Philadelphia,  PA  19113 

Richmond,  VA  23260 

312-697-8460 

215-522-5000 

804-747-2000 

CEO:  Donald  W  Bnnckman 

CEO:  Philip  E  Lippincott 

CEO:  Frederick  Deane  Jr 

Services  &  related  products-industnal 

Consumer-personal  products 
Paper 

Banks-Mid-Atlantic 

St  Paul  Cos 

Seagate  Technology 

SmithKline  Beckman 

385  Washington  Street 

920  Disc  Drive 

PO  Box  7929 

St  Paul,  MN  55102 

Scotts  Valley,  CA  95066 

Philadelphia,  PA  19101 

612-221-7911 

408-438-6550 

215-751-4000 

CEO:  Robert  |  Haugh 

CEO:  Allan  F  Shugart 

CEO:  Henry  Wendt 

Insurance-property  &  casualty 

Electronics-computers 

Health-drugs 
Health-medical  supplies 

St  Paul  Bancorp 

Seamen's 

Snap-on  Tools 

6700  West  North  Avenue 

30  Wall  Street 

2801  80th  Street 

Chicago,  IL  60635 

New  York,  NY  10005 

Kenosha,  WI  53141-1410 

312-622-5000 

212-428-4500 

414-656-5200 

CEO:  Joseph  C  Scully 

CEO:  Robert  K  Utley  111 

CEO:  William  B  Raybum 

Banks-thrift  institutions 

Banks-multinational 

Automotive-auto  parts 

Salomon 

Sears,  Roebuck 

Society 

1221  Avenue  of  the  Americas 

Sears  Tower 

800  Superior  Avenue 

New  York,  NY  10020 

Chicago,  IL  60684 

Cleveland,  OH  44114 

212-764-3700 

312-875-2500 

216-622-9000 

CEO:  John  H  Gutfreund 

CEO:  Edward  A  Brennan 

CEO:  Robert  W  Gillespie 

Finance  brokerage  houses 

Rctailing-department  stores 

Banks-north  central 

Insurance-diversified 

San  Diego  Gas  &  Electric 

Security  Pacific 

Society  for  Savings 

PO  Box  1831 

333  South  Hope  Street 

PO  Box  2200 

San  Diego,  CA  92112 

Los  Angeles,  C A  90071 

Hartford,  CT  06145-2200 

619-696-2000 

213-345-6211 

203-727-5000 

CEO:  Thomas  A  Page 

CEO:  Richard  |  Flamson  III 

CEO:  Elliott  C  Miller 

Elec:                         stem 

Banks-western 

Banks- thrift  institutions 

Federal  Savings  &  Loan 

Service  Corp  International 

Sonat 

-. .  '  ■ 

PO  Box  13548 

PO  Box  2563 

■4J08 

Houston,  TX  '7219 

Birmingham,  AL  35202-2563 

713-522-5141 

205-325-3800 

CEO:  Robert  L  Waltrip 

CEO:  Ronald  L  Kuehn  Jr 

Consume!  personal  products 

Natural  gas-producers  &  pipeliners 
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Romance,  snaring,  devotion,  memories,  love. 


A  diamond  is  £ 


orever. 
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Where  to  find  The  Forbes  500s 


Sonoco  Products 

PO  Box  160 

Hartsville,  SC  29550-0160 

803-383-7000 

CEO:  Charles  W  Coker  ]r 
Packaging 

Southwestern  Public  Service 
PO  Box  1261 
Amarillo,  TX  79170 
806-378-2121 

CEO:  Bert  Ballengee 

Electric  utilities-south  central 

Stone  Container 

150  North  Michigan  Avenue 

Chicago,  IL  60601-7568 

312-346-6600 

CEO:  Roger  W  Stone 

Packaging 

Paper 

South  Carolina  National 
1426  Main  Street 
Columbia,  SC  29226-0001 
803-765-3000 

CEO:  lames  G  Lindley 
Banks-southeast 

Sovran  Financial 

One  Commercial  Place 

Norfolk,  VA  23510 

804-441-4000 

CEO:  Clifford  A  Cutchins  IE 

Banks-Mid- Atlantic 

Stop  &  Shop  Cos 
PO  Box  369 
Boston,  MA  02101 
617-770-8000 

CEO:  Avram  J  Goldberg 

Food  distributors-major  supermarkets 

Retailing-discount  &  variety 

Southeast  Banking 

One  Southeast  Financial  Center 

Miami,  FL  33131 

305-375-7500 

CEO:  Charles  J  Zwick 
Banks-southeast 

Springs  Industries 

PO  Box  70 

Fort  Mill,  SC  29715 

803-547-3560 

CEO:  Walter  Y  Ehsha 
Clothing- textiles  manufacturer 
Consumer-home  furnishings 

Student  Loan  Marketing  Assn 
1050  Thomas  Jefferson  Street  N  W 
Washington,  DC  20007 
202-333-8000 

CEO:  Edward  A  Fox 
Finance-services 

Southern  California  Edison 

PO  Box  800 

Rosemead,  CA  91770 

818-302-1212 

CEO:  Howard  P  Allen 

Electric  utilities-western 

Square  D 
Executive  Plaza 
Palatine,  IL  60067 
312-397-2600 

CEO:  Dalton  L  Knauss 
Electncal  equipment 

Subaru  of  America 

PO  Box  6000 

Cherry  Hill,  NJ  08034-6000 

609-488-8500 

CEO:  Harvey  H  Lamm 
Automotive-autos  &  trucks 

Southern  Company 
64  Perimeter  Center  East 
Atlanta,  GA  30346 
404-393-0650 

CEO:  Edward  L  Addison 
Electnc  utilities-southeast 

Squibb 

PO  Box  4000 

Princeton,  NJ  08543-4000 

609-921-4000 

CEO:  Richard  M  Furlaud 
Health-drugs 

Sumitomo  Bank  of  California 
320  California  Street 
San  Francisco,  CA  94104 
415-445-8000 

CEO:  Keizo  Yoshida 
Banks-western 

Southern  New  England  Telecommunications 

POBox  1562 

New  Haven,  CT  06506 

203-771-5200 

CEO:  Walter  H  Monteith  !r 
Telecommunications-carriers 

Staley  Continental 

1701  Golf  Road 

Rolling  Meadows,  IL  60008 

312-981-1696 

CEO:  Donald  E  Nordlund 
Food  distributors-wholesalers 
Food  processors-commodities 

Summit  Bancorp 
367  Springfield  Avenue 
Summit,  NJ  07901 
201-522-8400 

CEO:  Thomas  D  Sayles  Jr 
Banks-Mid- Atlantic 

Southmark 

1601  IB)  Freeway 

Dallas,  TX  75234 

214-241-8787 

CEO:  Gene  E  Phillips 

Finance-services 

Standard  Federal  Bank 
2401  West  Big  Beaver  Road 
Troy,  MI  48084 
313-643-9600 

CEO:  Thomas  R  Ricketts 
Banks  thrift  institutions 

Sun  Company 

100  Matsonford  Road 

Radnor,  PA  19087-4597 

215-293-6000 

CEO:  Robert  McClements  Jr 
Oil  &  gas-domestic 

i 

SouthTrust 

PO  Box  2554 

Birmingham,  AL  35290 

205-254-5680 

CEO  Wallace  D  Malone  |r 

Banks  southeast 

Stanley  Works 

PO  Box  7000 

New  Britain,  CT  06050 

203-225-5111 

CEO:  Richard  H  Ayers 

Heavy  equipment  industrial 

Consumer-appliances 

Sun  Microsystems 
2550  Garcia  Avenue 
Mountain  View,  CA  94043 
415-960-1300 

CEO:  Scott  G  McNealy 
Electronics-computers 

Southwest  Gas 

POBox  98510 

Las  Vegas,  NV  89193-8510 

702-876-7011 

M  Uub  Sr 

State  Street  Boston 
Box  351 

Boston,  MA  02101 
617-786-3000 

CEO:  William  S  Edgerly 
Banks-northeast 

Sundstrand 

PO  Box  7003 

Rockford,  IL  61125-7003 

815-226-6000 

CEO:  Evans  W  Erikson 

Aerospace  &  defense 

Heavy  equipment-industrial 

Bell 

■ 

rrien 

IP  Stevens 

1 185  Avenue  of  the  Americas 

New  York,  NY  10036 

212-930-2000 

CEO   Whitney  Stevens 

Consumer-home  furnishings 

Clothing  textiles  manufacturer 

SunTrust  Banks 

PO  Box  4418 

Atlanta,  GA  30302 

404-588-7455 

CEO:  Robert  Strickland 

Banks-southeast 

i 
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Super  Food  Services 
Kettering  Box  2323 
Dayton,  OH  45429 
513-294-1731 

ZEO:  Jack  Twyman 

Food  distributors-wholesalers 

Tektronix 
PO  Box  500 
Beaverton,  OR  97077 
503-627-7111 

CEO:  David  P  Friedley 
Electronics-equipment 

Texas  Instruments 
PO  Box  655474 
Dallas,  TX  75265 
214-995-2011 

CEO:  Jerry  R  Junkins 
Electronics-semiconductors 
Aerospace  &  defense 

Super  Valu  Stores 
PO  Box  990 

Minneapolis,  MN  55440 
S12-828-4000 
ZEO:  Michael  W  Wright 
1  Food  distributors-wholesalers 

Tele-Communications 

PO  Box  5630 

Denver,  CO  80217 

303-721-5500 

CEO:  John  C  Malone 

Communications-broadcasting 

Texas  Utilities 
2001  Bryan  Tower 
Dallas,  TX  75201 
214-812-4600 

CEO:  Andrew  L  Lewis 
Electric  utilities-south  central 

Sysco 
1 1390  Enclave  Parkway 
Houston,  TX  77077-2027 
'13-584-1390 

ZEO:  John  F  Woodhouse 
;  rood  distributors-wholesalers 

Teledyne 

1901  Avenue  of  the  Stars 

Los  Angeles,  CA  90067 

213-277-3311 

CEO:  George  A  Roberts 

Conglomerates 

Aerospace  &  defense/insurance-diversified 

Textron 

40  Westminster  Street 

Providence,  RI  02903 

401-421-2800 

CEO:  Beverly  F  Dolan 

Conglomerates 

Aerospace  &  defense 

1  ralman  Home  Federal  S&L  of  Illinois 

JO  West  Monroe  Street 
1  Chicago,  IL  60603 

t.  512-726-8915 
1  ZEO:  Theodore  H  Roberts 
3anks-thrift  institutions 

Temple-Inland 
Drawer  N 
Diboll,  TX  75941 
409-829-1313 

CEO:  Clifford  J  Grum 
Packaging 
Building-miscellaneous  materials 

Time  Inc 

Rockefeller  Center 
New  York,  NY  10020 
212-522-1212 

CEO:  J  Richard  Munro 

Communications-publishing 

Communications-broadcasting 

rambrands 

Dne  Marcus  Avenue 

Lake  Success,  NY  11042 

516-358-8300 

ZEO:  Edwin  H  Shutt  Jr 

Zonsumer-personal  products 

Tenneco 

PO  Box  2511 

Houston,  TX  77252-2511 

713-757-2131 

CEO:  James  L  Ketelsen 
Conglomerates/Oil  &  gas-domestic 
Natural  gas-producers  &  pipeliners 

Times  Mirror 

Times  Mirror  Square 

Los  Angeles,  CA  90053 

213-237-3700 

CEO:  Robert  F  Erburu 

Communications-publishing 

Tandem  Computers 
19333  Vallco  Parkway 
<  Cupertino,  CA  95014-2599 
W8-725-6000 
ZEO:  James  G  Treybig 
Electronics-computers 

Tesoro  Petroleum 

PO  Box  17536 

San  Antonio,  TX  78217 

512-828-8484 

CEO:  Robert  V  West  Jr 

Oil  &  gas-domestic 

Timken 

1835  Dueber  Avenue  SW 

Canton,  OH  44706-2798 

216-438-3000 

CEO:  William  R  Timken  Jr 

Heavy  equipment-industrial 

Metals-steel 

Tandy 

?0  Box  17180 

fort  Worth,  TX  76102 

U7-390-3700 

ZEO:  John  V  Roach 

detailing-miscellaneous 

Electronics-computers 

Texaco 

2000  Westchester  Avenue 

White  Plains,  NY  10650 

914-253-4000 

CEO:  James  W  Kinnear 

Oil-international 

Torchmark 

2001  Third  Avenue  South 

Birmingham,  AL  35233 

205-325-4200 

CEO:  Ronald  K  Richey 
Insurance-life  &  health 

rCF  Financial 

*01  Marquette  Avenue 

Minneapolis,  MN  55402 

S12-370-7000 

ZEO:  William  A  Cooper 
ianks-thrift  institutions 

Texas  Air 

333  Clay  Street 

Houston,  TX  77002 

713-658-9588 

CEO:  Francisco  A  Lorenzo 

Air  transport-passenger 

Toys  "R"  Us 

395  West  Passaic  Street 

Rochelle  Park,  NJ  07662 

201-845-5033 

CEO:  Charles  Lazarus 
Retailing-miscellaneous 

TECO  Energy 

PO  Box  111 

Tampa,  FL  33601      - 

513-228-4111 

ZEO:  Hugh  L  Culbreath 
Electric  utilities-southeast 

Texas  American  Bancshares 

PO  Box  2050 

Fort  Worth,  TX  76113 

817-338-8671 

CEO:  Joseph  M  Grant 

Banks-south  central 

Trans  World  Airlines 
605  Third  Avenue 
New  York,  NY  10158 
212-692-3000 

CEO:  Carl  C  Icahn 
Air  transport-passenger 

fecumseh  Products 

100  East  Patterson  Street 

1  Tecumseh,  MI  49286 

H  517-423-8411 

1  ZEO:  Todd  W  Herrick 

|  4eavy  equipment-industrial 

Texas  Eastern 

PO  Box  2521 

Houston,  TX  77252-2521 

713-759-3131 

CEO:  Dennis  R  Hendrix  Jr 
Natural  gas-producers  &  pipeliners 

Transamerica 

600  Montgomery  Street 

San  Francisco,  CA  94111 

415-983-4000 

CEO:  James  R  Harvey 
Insurance-diversified 

w 
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Transco  Energy 

PO  Box  1396 

Houston,  TX  77251 

713-439-2000 

CEO:  George  S  Slocum 

Natural  gas-producers  &  pipeliners 

Tyson  Foods 
PO  Drawer  E 
Springdale,  AR  72764 
501-756-4000 

CEO:  Don  Tyson 

Food  processors-meatpacking 

United  Brands 
One  East  Fourth  Street 
Cincinnati,  OH  45202 
513-579-2115 

CEO:  Carl  H  Lindner 

Food  processors-meatpacking 

Food  processors-branded  foods 

Travelers 

One  Tower  Square 

Hartford,  CT  06183 

203-277-0111 

CEO:  Edward  H  Budd 
Insurance-diversified 

Union  Camp 

1600  Valley  Road 

Wayne,  NJ  07470 

201-628-2000 

CEO:  Raymond  E  Cartledge 

Paper 

Packaging 

United  Cable  Television 
4700  South  Syracuse  Parkway 
Denver,  CO  80237 
303-779-5999 

CEO:  Gene  W  Schneider 
Communications-broadcasting 

Triangle  Industries 

900  Third  Avenue 

New  York,  NY  10022-4702 

212-230-3000 

CEO:  Nelson  Peltz 
Packaging 

Union  Carbide 

39  Old  Ridgebury  Road 

Danbury,  CT  06817-0001 

203-794-2000 

CEO:  Robert  D  Kennedy 

Chemicals-diversified 

United  Financial  Group 

5718  Westheimer 

Houston,  TX  77057 

713-974-8700 

CEO:  Jenard  M  Gross 

Banks-thrift  institutions 

Tribune 

435  North  Michigan  Avenue 

Chicago,  IL  60611 

312-222-9100 

CEO:  Stanton  R  Cook 

Communications-publishing 

Union  Electric 

PO  Box  149 

St  Louis,  MO  63166 

314-621-3222 

CEO:  William  E  Cornelius 
Electric  utilities-north  central 

United  Illuminating 

80  Temple  Street 

New  Haven,  CT  06506 

203-787-7200 

CEO:  George  W  Edwards  Jr 

Electric  utilities-northeast 

Trinova 

1705  Indian  Wood  Circle 

Maumee,  OH  43537 

419-891-2200 

CEO:  Darryl  F  Allen 

Heavy  equipment-industrial 

Union  National 

620  Washington  Road 

Mt  Lebanon,  PA  15228 

412-644-6200 

CEO:  George  F  Kesel 

Banks-Mid-Atlantic 

United  Jersey  Banks 
PO  Box  2066 
Princeton,  NJ  08543-2066 
609-987-3200 

CEO:  T  Joseph  Semrod 
Banks-Mid- Atlantic 

Trustcorp 

PO  Box  10099 

Toledo,  OH  43699-0099 

419-259-8598 

CEO:  George  W  Haigh 

Banks-north  central 

Union  Pacific 

345  Park  Avenue 

New  York,  NY  10154 

212-418-7800 

CEO:  Andrew  L  Lewis  Jr 

Surface  transportation-railroads 

Oil  &  gas-domestic 

United  Missouri  Bancshares 

PO  Box  419226 

Kansas  City,  MO  64141-6226 

816-556-7000 

CEO:  R  Crosby  Kemper 
Banks-north  central 

TRW 

1900  Richmond  Road 

Cleveland,  OH  44124 

216-291-7000 

CEO:  Ruben  F  Mettler 
Aerospace  and  defense 
Automotive-auto  parts 

Union  Planters 
67  Madison  Avenue 
Memphis,  TN  38103 
901-523-6000 

CEO:  Beniamin  W  Rawlins  (r 
Banks-southeast 

US  Bancorp 
PO  Box  8837 
Portland,  OR  97208 
503-225-6111 

CEO:  Roger  L  Breezley 
Banks-western 

Tucson  Electric  Power 
PO  Box  711 
Tucson,  AZ  85702 
602-622-6661 
CEO:  Einar  Greve 
EUunc  utilities  western 

Unisys 

PO  Box  418 

Detroit,  MI  48232 

m-972-7000 

CEO:  W  Michael  Blumenthal 

Electronics-computers 

US  Shoe 

One  Eastwood  Drive 

Cincinnati,  OH  45227 

513-527-7000 

CEO:  Philip  G  Barach 

Retailing-apparel 

Clothing-shoe  manufacturer 

Turner 

633  Third  Avenue 

New  York,  NY  1001 7 

212-878-0400 

CEO   Herbert  D  Conant 

Building  <   ram 

United  Artists  Communications 

5655  South  Yosemite 

Engelwood,  CO  80111 

303-220-8800 

CEO:  Stuart  D  Blair 

Leisure-entertainment 

Communications-broadcasting 

United  Technologies 

One  Financial  Plaza 

Hartford,  CT  06101 

203-728-7000 

CEO:  Robert  F  Daniell 

Aerospace  &  defense 

Building-commercial 

TW 

United  Banks  of  Colorado 
POO  Lincoln  Street 
Denver,  CO  80274-0010 
303-861-4700 

CEO:  N  Berne  Hart 
Banks  western 

United  Telecommunications 

POBox  11315 

Kansas  City,  MO  64112 

913-676-3000 

CEO:  William  T  Esrey 
Telecommunications-earners 
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Universal  (formerly  Universal  Leaf  Tobacco) 
PO  Box  25099 
Richmond,  VA  23260 
804-359-9311 

CEO:  Gordon  L  Crenshaw 
Beverages  &  tobacco-tobacco 
Finance-commodity  traders 

USX 

600  Grant  Street 

Pittsburgh,  PA  15230 

412-433-1121 

CEO:  David  M  Roderick 
Oil  &  gas-domestic 
Metals-steel 

Wal-Mart  Stores 

702  Southwest  8th  Street 

Bentonville,  AR  72716 

501-273-4000 

CEO:  David  D  Glass 

Retailing-discount  &  variety 

Unocal 

PO  Box  7600 

Los  Angeles,  CA  90051 

213-977-7600 

CEO:  Fred  L  Hartley 

Oil  &  gas-domestic 

Utah  Power  &  Light 

1407  West  North  Temple 

Salt  Lake  City,  UT  84140 

801-220-2000 

CEO:  Frank  N  Davis 

Electric  utilities-western 

Walgreen 

200  Wilmot  Road 

Deerfield,  IL  60015 

312-940-2500 

CEO:  Charles  R  Walgreen  HI 
Retailing-drugs 

UNUM  Corp 
I  2211  Congress  Street 
Portland,  ME  04122 
207-780-2211 

CEO:  James  F  Orr  m 
Insurance-life  &  health 

Valhi 

5430  LBJ  Freeway 

Dallas,  TX  75240 

214-386-4110 

CEO:  Harold  C  Simmons 
Chemicals-specialized 

Wang  Laboratories 
One  Industrial  Avenue 
Lowell,  MA  01851 
617-459-5000 

CEO:  An  Wang 
Electronics-computers 

Upjohn 

7000  Portage  Road 

Kalamazoo,  MI  49001 

616-323-4000 

CEO:  Theodore  Cooper 

Health-drugs 

Valley  Bancorp 
PO  Box  1061 
Appleton,  WI  54912 
414-738-3830 
CEO:  Gus  A  Zuehlke 
Banks-north  central 

Warner  Communications 
75  Rockefeller  Plaza 
New  York,  NY  10019 
212-484-8000 
CEO:  Steven  J  Ross 
Leisure-entertainment 

US  West 

7800  East  Orchard  Road 

\  Englewood,  CO  80111 
303-793-6500 

CEO:  lack  A  MacAllister 
Telecommuni  cations-carriers 

Valley  Federal  Savings  &  Loan  Assn 
6842  Van  Nuys  Boulevard 
Van  Nuys,  CA  91405 
818-904-3000 

CEO:  Daniel  E  Nelms 
Banks-thrift  institutions 

Warner-Lambert 
201  Tabor  Road 
Morris  Plains,  NJ  07950 
201-540-2000 

CEO:  Joseph  D  Williams 
Health-drugs 

USAir  Group 

1911  Jefferson  Davis  Highway 

Arlington,  VA  22202 

703-892-7000 

CEO:  Edwin  I  Colodny 
Air  transport-passenger 

Valley  National 
PO  Box  71 
Phoenix,  AZ  85001 
602-261-2900 

CEO:  James  P  Simmons 
Banks-western 

Washington  Mutual  Savings  Bank 
1101  Second  Avenue 
Seattle,  WA  98101 
206-464-4400 

CEO:  Louis  H  Pepper 
Banks-thrift  institutions 

luSF&G 
100  Light  Street 
Baltimore,  MD  21202 
301-547-3000 

I  CEO:  Jack  Moseley 

1  Insurance-property  &  casualty 

VF 

PO  Box  1022 

Reading,  PA  19603 

215-378-1151 

CEO:  Lawrence  R  Pugh 

Clothing-apparel  manufacturer 

Washington  Post 
1150  15th  Street  NW 
Washington,  DC  20071 
202-334-6000 

CEO:  Katharine  Graham 
Communications-publishing 

USG 

101  South  Wacker  Drive 

Chicago,  IL  60606-4385 

312-606-4000 

CEO:  Robert  J  Day 
Building-miscellaneous  materials 
1  Building-cement  &  gypsum 

Viacom 

1211  Avenue  of  the  Americas 

New  York,  NY  10036 

212-575-5175 

CEO:  Frank  J  Biondi  Jr 
Communications-broadcasting 

Washington  Water  Power 
PO  Box  3727 
Spokane,  WA  99220 
509-489-0500 

CEO:  Paul  A  Redmond 
Electric  utilities-western 

[uSLife 

125  Maiden  Lane 
i  New  York,  NY  10038 
[  U2-709-6000 

CEO:  Gordon  E  Crosby  Jr 
1  Insurance-life  &.  health 

Vons  Cos 

PO  Box  3338  Terminal  Annex 

Los  Angeles,  CA  90051 

818-579-1400 

CEO:  Roger  E  Stangeland 

Food  distributors-regional  supermarkets 

Waste  Management 

3003  Butterfield  Road 

Oak  Brook,  IL  60521 

312-572-8800 

CEO:  Dean  L  Buntrock 

Services  &  related  products-industrial 

i'uSTInc 
100  West  Putnam  Avenue 
Greenwich,  CT  06830 
203-661-1100 

CEO:  Louis  F  Bantle 
Beverages  &  tobacco-tobacco 

Vulcan  Materials 

PO  Box  7497 

Birmingham,  AL  35253-0497 

205-877-3000 

CEO:  Herbert  A  Sklenar 

Building-miscellaneous  materials 

Chemicals-specialized 

Weis  Markets 

1000  South  Second  Street 

Sunbury,  PA  17801 

717-286-4571 

CEO:  Sigfried  Weis 

Food  distributors-regional  supermarkets 
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Wells  Fargo 

Whitney  Holding 

FW  Woolworth 

420  Montgomery  Street 

228  St  Charles  Avenue 

233  Broadway 

San  Francisco,  CA  94163 

New  Orleans,  LA  70103 

New  York,  NY  10279 

415-396-0123 

504-586-7272 

212-553-2000 

CEO:  Carl  E  Reichardt 

CEO:  Patrick  A  Delaney 

CEO:  Harold  E  Sells 

Banks-western 

Banks-south  central 

Retailing-discount  &  variety 
Retailing-shoes 

West  Point-Pepperell 

Wickes  Cos 

Wm  Wrigley  Jr 

PO  Box  71 

3340  Ocean  Park  Boulevard 

410  North  Michigan  Avenue 

West  Point,  GA  31833 

Santa  Monica,  CA  90405 

Chicago,  IL  60611 

404-645-4000 

213-452-0161 

312-644-2121 

CEO:  Joseph  L  Lanier  Jr 

CEO:  Sanford  C  Sigoloff 

CEO:  William  Wrigley 

Consumer-home  furnishings/Clothing-apparel 

Retailing-miscellaneous 

Food  processors-branded  foods 

manufacturer/Clothing-textiles  manufacturer 

Western  Capital  Investment 

Willamette  Industries 

Xerox 

1675  Broadway 

1300  SW  Fifth  Avenue 

PO  Box  1600 

Denver,  CO  80202 

Portland,  OR  97201 

Stamford,  CT  06904 

303-623-5577 

503-227-5581 

203-968-3000 

CEO:  Junius  F  Baxter 

CEO:  William  Swindells  Jr 

CEO:  David  T  Keams 

Banks-thrift  institutions 

Paper 

Services  &  related  products-office 

Building-lumber 

Insurance-property  &  casualty 

Western  Savings  &  Loan  Association 

Williams  Cos 

Yellow  Freight  System 

PO  Box  16290 

One  Williams  Center 

PO  Box  7563 

Phoenix,  AZ  85011-6290 

Tulsa,  OK  74172 

Overland  Park,  KS  66207 

602-248-4600 

918-588-2000 

913-345-1020 

CEO:  Gary  Driggs 

CEO:  Joseph  H  Williams 

CEO:  George  E  Powell  Jr 

Banks-thrift  institutions 

Natural  gas-producers  &  pipeliners 

Surface  transportation-trucking  &  leasing 

Westinghouse  Electric 

Wilmington  Trust 

Zayre 

Gateway  Center 

Rodney  Square  North 

770  Cochituate  Road 

Pittsburgh,  PA  15222 

Wilmington,  DE  19890 

Framingham,  MA  01701 

412-244-2000 

302-651-1000 

617-620-5000 

CEO:  John  C  Marous 

CEO:  Bernard  J  Taylor  11 

CEO:  Maurice  Segall 

Electrical  equipment 

Banks-Mid- Atlantic 

Retailing-discount  &  variety 

Aerospace  &  defense 

Retailing-apparel 

Westvaco 

Wilson  Foods 

Zenith  Electronics 

299  Park  Avenue 

4545  Lincoln  Boulevard 

1000  Milwaukee  Avenue 

New  York,  NY  10171 

Oklahoma  City,  OK  73105 

Glenview,  IL  60025 

212-688-5000 

405-525-4545 

312-391-7000 

CEO:  David  L  Luke  III 

CEO:  Kenneth  J  Gnggy 

CEO:  Jerry  K  Pearlman 

Paper 

Food  processors-meatpacking 

Consumer-appliances 
Electronics-computers 

Wetterau 

Winn-Dixie  Stores 

Zions  Bancorporation 

8920  Pershall  Road 

PO  Box  B 

1380  Kennecott  Building 

Hazelwood,  MO  63042 

Jacksonville,  FL  32203-0297 

Salt  Lake  City,  UT  84133 

314-524-5000 

904-783-5000 

801-524-4787 

CEO:  Ted  C  Wetterau 

CEO:  A  Dano  Davis 

CEO:  Roy  W  Simmons 

Food  distributors-wholesalers 

Food  distnbutors-maior  supermarkets 

Banks-western 

Weyerhaeuser 

Wisconsin  Energy 

Weyerhaeuser  Building 

PO  Box  2949 

Tacoma,  WA  984T? 

Milwaukee,  WI  53201 

206-924-2345 

414-221-2345 

CEO  George  H  Weyerhaeusci 

CEO:  Charles  S  McNeer 

Building-lumber 

Electric  utilities  north  central 

Pa  pei 

Whirlpool 

Witco 

Benton  Harbor,  MI  49022-2692 

520  Madison  Avenue 

616-926-5000 

New  York,  NY  10022-4236 

CEO   David  R  Wlntwam 

212-605-3800 

CEO:  William  Wishnick 

Oil  ex  gas-domestic 

Chemicals-specialized 
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MANUFACTURING  WEEK 
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Crash  resistant 

Phoenix-based  Talley  Industries  is 
quite  a  grab  bag.  Talley's  $150 
million  (sales)  government  and  tech- 
nical division  manufactures  missile 
propulsion  fuels  and  aircraft  ejection 
seats.  Specialty  Products  (around  $50 
million  of  sales)  makes  everything 
from  key  rings  to  ornamental  metal 
buttons.  Talley  also  processes  and  dis- 
tributes stainless  steel.  It  has  a  posi- 
tion in  the  Phoenix  real  estate  mar- 
ket. In  March  it  announced  plans  to 
buy  John  J.  McMullen  Associates,  a 
$70  million  (sales)  naval  architecture 
and  marine  engineering  firm.  A  deal  is 
pending  to  acquire  East-West  Federal 
Bank,  a  Los  Angeles  thrift  that  caters 
to  Chinese-Americans. 

Last  year  Talley  earned  an  unim- 
pressive $8  million  (71  cents  a  share) 
on  $272  million  of  sales  from  continu- 
ing operations;  this  was  down  from  82 
cents  in  1986.  But  Chairman  William 
Mallender  may  have  a  pleasant  sur- 
prise in  store. 

Talley  is  the  leading  U.S.  manufac- 
turer of  safety  air  bags  for  automo- 
biles. (Morton  Thiokol  is  its  main 
competitor.)  Talley  recently  an- 
nounced it  will  supply  inflatable  air 
bag  safety  systems  as  standard  equip- 
ment for  seven  General  Motors  1990 
models.  Honda  Motor  and  Ford  Motor 
are  also  customers. 

Kenneth  Paneral,  of  Milwaukee 
Co.,  expects  Talley's  air  bag  produc- 
tion to  reach  180,000  units  in  the 
1989  model  year  (shipped  in  1988), 
then  to  exceed  1  million  for  the  fol- 
lowing year.  This  would  generate 
more  than  $140  million  of  sales  for 
Talley.  Last  year  Talley's  air  bag  sales 
were  less  than  $10  million. 

Paneral  looks  for  earnings  of  at  least 
$1.35  a  share  in  1988,  with  air  bags 
increasing  that  substantially  in  1989. 
Talley's  recent  New  York  Stock  Ex- 
change price:  just  14'/...  There  are  1 1.2 
million  fully  diluted  shares.  Insiders 
control  about  14%. 


Flounder 

Asset   pla\  losing   around 

American 
ings  Coi,  two  in  the 

behind 

telyheldHallm  u  Is  Cleve- 

sed  America         :th  an  esti- 

I  '    market  sha;.    is  on  a  roll. 


Downhill,  that  is.  For  the  fiscal  year 
ended  Feb.  28,  earnings  were  an  esti- 
mated $1.05  a  share,  versus  $2.35  just 
three  years  ago.  The  stock — recently 
I6V4  o-t-c — is  down  more  than  60% 
from  its  mid- 1986  high  of  42. 

The  card  business  has  grown  fierce- 
ly competitive.  Last  year  American 
Greetings  suffered  unusually  high  re- 
turns of  seasonal  cards.  Sales  of  non- 
card  items,  such  as  gift  wrapping  and 
party  goods,  were  poor.  A  toy  line  was 
weak.  We  could  go  on. 

So  what  exactly  do  the  bottom  fish- 
ers see  in  this  flounder?  Potential  im- 
provement. American  is  getting" 
tougher  in  its  dealings  with  the  card 


American  Greetings  cards  on  display 

Return  to  sender. 

retailers.  It  also  has  invested  heavily 
in  new  laborsaving  production  equip- 
ment. Earnings  for  fiscal  1989  are  ex- 
pected to  improve  to  at  least  $1.35  a 
share.  A  4.1%  yield  eases  the  pain  of 
waiting. 

But  mostly  the  bottom  fishers  are 
betting  on  a  leveraged  buyout  or 
friendly  takeover — a  very  risky  bet. 
The  Stone  family,  led  by  Chairman 
Irving  Stone  and  President  Morry 
Weiss,  controls  roughly  50%  of  the 
votes  through  its  hold  on  American's 
class  B  shares.  (There  are  a  total  32 
million  common  shares  outstanding.) 
Weiss  has  said  American  wants  to 
stay  a  public  company.  As  for  a  friend- 
ly deal,  it's  hard  to  imagine  anyone 
paying  much  north  of  $20  a  share  in 
the  near  future.  Better  bottom  fishing 
elsewhere. 


A  difference  of  opinion 

Control  of  the  venerable  Singei 
sewing  franchise  is  on  the  bloc! 
now  that  raider  Paul  Bilzerian  need; 
to  pay  down  the  debt  he  took  on  tc 
acquire  defense  contractor  Singer  Co 
Singer,  you  see,  still  owns  27%  of  th< 
old  sewing  machine  company,  re 
named  SSMC  Inc.,  which  was  spun  of 
to  the  public  in  July  1986. 

Smelling  buyout  potential,  specula 
tors,  such  as  clients  of  New  York'iP 
Gilford  Securities  Inc.,  are  drivinj 
SSMC  stock  higher.  Since  January  thi 
price  of  SSMC's  6.2  million  Big  Boari 
shares  has  run  from  14  to  283/4.  At  tha 
level,  it's  trading  at  a  5%  discoun 
from  its  $30  a  share  book  value,  but  a 
a  rich  19  times  1987  earnings.  SSMC 
(sales,  $651  million)  has  the  right  0 
first  refusal  on  Bilzerian's  shares.  Ac 
cording  to  Gilford's  Benjamin  Kopin 
SSMC's  management  could  afford  t< 
pay  as  much  as  $40  a  share  in  a  lever 
aged  buyout. 

But  there  is  a  second,  more  sobe; 
opinion  that  reflects  the  sorry  state  o 
SSMC  (see  story,  p.  124).  Analyst  Linel 
McCurry  of  Philadelphia's  Butcher  £ 
Singer  (no  relation)  says  the  stock  i 
already  fully  valued. 

Much  rests  on  SSMC  Chief  Execu 
tive  William  Andrews,  56.  He  says  h 
wants  to  build  a  full-fledged  consum 
er  products  company,  and  doesn' 
sound  interested  in  an  LBO.  Says  An 
drews,  "It  would  be  a  mistake  to  b 
sold  for  debt,  because  it  would  hindi 
our  ability  to  diversify  away  froi 
sewing  machines." 

Prior  to  joining  SSMC,   Andrew 
headed    another    old-line    consume 
products  company,   Scovill  Inc.  1 
sold  it  out  to  Canada's  Belzberg  f; 
ily  and  collected  a  $1  million  goldei 
parachute.  At  SSMC,  Andrews  has 
$400,000-a-year  base  salary  that 
guaranteed  for  three  years,  plus  pai 
ticipation   in   long-    and   short-tern 
compensation     plans,     plus    specia 
"performance  units"  tied  not  to  earn 
ings  but  to  the  share  price.  Andrew 
gets  to  cash  in  these  units  if  there  is 
change  of  control. 

All  signs,  then,  probably  point  to 
deal.  But  the  deal  seems  to  have  beei 
discounted  already  by  the  market.  1 
Bilzerian  must  shop  SSMC  to  a  thir> 
party,  he  may  have  a  hard  time 
dling  the  company  for  much  ab 
book  value. — Jack  Willoughby 
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I  HOPS,  INC.  0 

MDELPHIA,  PA.,  Mar.  9— Deb  Shops,  Inc.  (NASDAQ: 
L  a  women's  apparel  specialty  chain  store  operation, 
;  eported  sales,  net  income  and  earnings  per  share  for 
J  rth  quarter  and  fiscal  year  ended  Jan.  31,  1988. 
I  reported  comparative  results  for  the  fiscal  year  and 
Inonth  periods  ended  Jan.  31,  1988,  and  1987  as 
\ 


Fiscal  Vr.  Ended  tan.  31 

1988  1987 

$198,447,000       (181412.000 
11,954,000  12,615,000 

t>  share  $.78  S  83 


3  Mm.  Ended  Jan.  31 

1988  1987 

$64,080,000         (62,891,000 

4,585,000  5,457.000 

$.30  S36 


vin  Rounick,  President,  stated:  "the  weakened  con- 
demand  prevalent  throughout  women's  specialty 
g  during  the  second  half  of  the  year  continued 
ed  throughout  the  past  important  holiday  selling 
.  Our  sales  growth  was  reduced  which  negatively 
ed  our  earnings,  particularly  in  the  fourth  quarter  of 
ir.  This  was  the  first  reversal  of  our  record  earnings 
since  fiscal  1980.  Consumer  demand  has  shown  no 
ement  so  far  in  the  spring  selling  season." 
itact:  Lester  E.  Wolser,  Vice  President  of  Finance  & 
:inancial  Officer,  Deb  Shops,  Inc.,  9401  Blue  Grass 
liladelphia,  PA  19114.  Phone:  (215)  676-6000.) 


EK,  INC.  N 

AMETEK  PLANS  SPIN-OFF 
OF  CERTAIN  DIVISIONS 

York,  NY  (March  .  28,  1988)— AMETEK,  Inc. 
ise-AME)  intends  to  spin-off  several  divisions  to 
i  a  more  unified  and  technologically  oriented  compa- 
John  H.  Lux,  chairman  and  chief  executive  officer, 
iced  today.  The  diversified  industrial  manufacturer 
ansfer  a  number  of  divisions  to  a  newly-formed 
ition,  the  stock  of  which  will  be  distributed  to 
K's  shareholders.  "This  distribution,"  Dr.  Lux  said, 
rovide  our  shareholders  with  stock  in  two  separate 
i;  AMETEK,  a  technologically  advanced  company  with 
operating  and  profit  margins  than  it  previosly  had 
I,  and  a  new  company  with  more  basic  product  lines, 
ntial  sales  and  a  stable  base  of  earnings." 
TEK,  on  1987  sales  of  $620  million,  reported  earn- 
$41.2  million  or  $.94  per  share.  The  divisions  which 
uprise  the  newly-created  company  generated  approx- 
!  30  percent  of  1987's  sales  and,  on  a  pro  forma 
5  percent  of  after-tax  income.  AMETEK's  1987  net 

of  $41.2  million  resulted  in  a  net  after-tax  profit  of 
cent,  while  the  restructured  company  on  a  pro  forma 
vould  have  had  a  net  after-tax  profit  of  8.6  percent, 


an  improvement  of  approximately  30  percent. 

The  new  corporation  will  be  headed  by  Robert  L  Noland 
while  John  P.  Dandalides,  currently  executive  vice  president 
of  AMETEK  will  succeed  him  as  president  and  chief  operat- 
ing officer  of  AMETEK.  Dr.  John  H.  Lux  will  remain  as 
chairman  and  chief  executive  officer  of  AMETEK. 

"The  restructured  AMETEK,"  Dr.  Lux  stated,  "will  retain 
Lamb  Electric,  a  leading  manufacturer  of  specialty  fraction- 
al horsepower  electric  motors,-  the  Precision  Instruments 
divisions,  headed  by  U.S.  Gauge  which  is  said  to  be  the 
world's  largest  pressure  instruments  manufacturer;  and 
AMETEK's  plastic  and  specialty  metals  businesses,  includ- 
ing Westchester  Plastics,  a  leading  compounder  of  elasto- 
mers and  thermoplastic  materials,  and  the  high-purity 
Specialty  Metal  Products  divisions  which  AMETEK  acquired 
in  January. 

"The  new  corporation  will  include  the  Aluminum  Extru- 
sion and  Straza  divisions  in  California,  the  Schutte  & 
Koerting,  Special  Filaments  and  Eastport  divisions  in  Penn- 
sylvania and  Maryland,  the  Heat  Transfer  division  in  Texas 
and  a  number  of  smaller  divisions  located  primarily  in 
California. 

"As  part  of  the  restructring,"  Dr.  Lux  added,  "financing  by 
the  new  corporation  is  being  considered  to  provide  funds  for 
working  capital  and  expansion.  The  contemplated  financing 
may  include  a  stand-by  rights  offering  to  stockholders  of  the 
new  company,"  AMETEK's  chairman  concluded. 

The  restructuring  has  been  approved  in  principle  by  the 
AMETEK  board  of  directors  and  the  company  believes  the 
distribution  will  be  tax  free  to  shareholders.  The  spin-off  is 
expected  to  be  completed  within  the  next  several  months. 

AMETEK,  a  FORTUNE-500  industrial  manfacturer,  recently 
announced  a  20  percent  increase  in  annual  dividends  on  its 
newly-split  stock  which  has  been  listed  on  the  New  York  Stock 
Exchange  since  1930. 

(Contact:  Darrah  Ribble,  AMETEK,  Inc.  Station  Square  Two, 
Paoli,  PA  19301.  Phone:  (215)  647  -  2121). 


F.P.  SPECIAL  ASSETS  LIMITED  0 

HONG  KONG,  March  1— F.P.  Special  Assets  Limited 
("FPSAL")  (OTC:  Pink  Sheets),  a  public  listed  Hong  Kong 
company  which  pro-actively  invests  in  undervalued  assets 
and  special  situations  in  the  Asia/Pacific  Region,  today 
reported  that  consolidated  profit  after  taxation  and  extraordi- 
nary item  increased  by  581  percent  to  US$5,473,000  for  the 
year  ended  December  31,  1987,  compared  with  US804.000 
for  1986.  Total  assets  at  the  end  of  1987,  FPSAL's  second  year 
of  operation,  were  US$40,411,000,  a  27  percent  increase 
from  US$31,820,000  in  the  previous  year. 

Net  asset  value  per  American  Depositary  Receipt  ("ADR") 
increased  by  105  percent  to  US$24.55  from  US$11.99  per 
ADR  (unadjusted  for  warrants)  in  1986.  Fully  diluted  earnings 
per  ADR  (after  extraordinary  item)  increased  by  349  percent  to 
US$3.42  in  1987  compared  with  US$0.76  for  1986. 

Robert  L.  Meyer,  Managing  Director  of  FPSAL,  said  he  was 


pleased  by  the  Company's  financial  performance:  "Notwith- 
standing the  stock  market  crash  in  October  1987,  the 
Company  has  been  able  to  turn  in  a  credible  performance 
with  profits  up  581  percent  and  net  asset  value  per  share 
increased  by  105  percent  over  1986  levels.  We  are  pleased  to 
return  10  percent  of  our  realised  earnings  in  1987  to  our 
shareholders  by  declaring  a  special  interim  dividend  in  lieu  of 
final  in  the  amount  of  US52  cents  per  ADR,"  he  stated. 

American  Depositary  Receipts  for  FPSAL  commenced 
trading  over-the-counter  (Pink  Sheets)  in  September  1987  on 
the  basis  of  1  ADR  for  every  50  ordinary  shares  of  FPSAL. 

Mr.  Meyer  noted  that  the  original  subscribers  to  FPSAL's 
shares  and  warrants  in  December  1985  have  seen  their  net 
asset  value  per  share  (undiluted  by  warrants)  increase  by  429 
percent,  with  FPSAL's  share  price  increasing  by  221  percent 
and  its  warrant  price  increasing  by  1,400  percent  as 
measured  on  The  Hong  Kong  Stock  Exchange  from  the  first 
day  of  trading  in  January  1986  to  December  31, 1987. 

"We  continue  to  manage  F.P.  Special  Assets  Limited  for 
the  benefit  of  our  long-term  shareholders  and  we  hope  our 
performance  will  continue  to  measure  up  to  their  expecta- 
tions," Mr.  Meyer  added. 

On  the  future  prospects  of  F.P.  Special  Assets  Limited,  he 
said:  "The  effects  of  the  worldwide  stock  market  crash  in 
October  1987  have  made  the  shares  of  many  public  listed 
companies  cheap  again.  We  have  begun  reinvesting  in 
certain  undervalued  situations  in  the  Asia/Pacific  Region  and 
we  are  confident  of  our  ability  to  continually  find  attractive 
undervalued  and  special  situations  and  manage  transac- 
tions designed  to  realise  the  full  values  in  these  assets." 

F.P.  Special  Assets  Limited  is  a  public  listed  Hong  Kong 
company  associated  with  the  First  Pacific  Group  and  specia- 
lises in  acquiring  undervalued  asset  and  special  situations 
in  Asia/Pacific  properties  and  companies  and  then  taking 
steps  to  create  value  for  its  shareholders.  To  date,  FPSAL  has 
completed  corporate  and  property  deals  in  respect  of  assets 
located  in  Hong  Kong,  China,  Japan,  Indonesia,  Taiwan  and 
the  Philippines. 

F.P.  SPECIAL  ASSETS  LIMITED 
Summary  of  1986  and  1987  Annual  Results 


Year  ended 

Year  ended 

Percentage 

Dec.  31. 1987 

Dec  31, 1986 

change 

Total  income 

$6,711,000 

$2,665,000 

+  152% 

Profit  after  tax  but  before 

extraordinary  item 

1,547,000 

804,000 

+  92% 

Profit  after  tax  and  extraordinary 

item 

5,473,000 

804,000 

+  581% 

Earnings  per  ADR 

-  before  extraordinary  item 

and  fully  diluted 

$1.09 

$.760 

+  43% 

-  after  extraordinary  item  and 

fully  diluted 

$3.42 

$.760 

+  349% 

Dividend  per  ADR 

.52 

.128 

+  302% 

Contact:  Miss  Mee-Wah  Tan,  Assistant  Vice  President, 
Marketing  and  Investor  Relations,  F.P.  Special  Assets  Limit- 
ed, 24th  Floor  Two  Exchange  Square,  8  Connaught  Place, 
Central,  Hong  Kong.  Phone  (852)  5-842-4213,  Telex  74216 
FPFHK,  Fax,  (852)  5-299-300. 


For  further  advertising  information,  call  Sarah  Madison  (505)  275-1282/3 
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BATINDUSTRIES 
~A  RECORD 

163Ch  OIUIDEHD 


PRELIMINARY  RESULTS 

£1  =  *1  88  at  31  1287IS1  48  at  31  1286)  (FIGURES  ON  UK  GAAP) 


Year  to  December  1987 


Year  to  December  1986 


Change ' 


GROUP  TURNOVER 

£17,208m 

£19,167m 

-10% 

PRE-TAX  PROFIT 

£l,394m 

fl,393m 

— 

EARNINGS  PER  SHARE 

52.78p 

53.51p 

-1% 

DIVIDEND  PER  SHARE 

16.90p 

14.30p 

+18% 

Increased  dividend  underlines  Group  strength.  •  Pre-tax  profit  affected  by  exchange  rate  movements  (£192m)  and  stock 
market  collapse  (£102m).  •  Turnover  from  continuing  businesses  5%  higher  in  constant  currencies.  •  Strong  cash  flow:  net 
debt/equity  down  to  10%.  •  In  local  currencies  tobacco  did  well  -  with  profit  increases  of  19%  at  Brown  &  Williamson  and 
17%  at  BATCo.  Export  success  in  Japan.  •  Argos  star  performance  with  sales  up  23%.  Better  Horten  results.  •  Marshall 
Field's  raises  profits  with  sales  exceeding  $1  billion.  •  Eucalyptus  pulp  operations  do  well  but  higher  prices  affect  paper 
profits.  •  Strong  premium  growth  at  Eagle  Star:  significantly  improved  underwriting  results  but  profits  down  after 
reduced  investment  gains.  •  Allied  Dunbar  another  record  year,  profits  doubled  at  Canada  Trustee 

trfb  BAT  INDUSTRIES 
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i    .tna  copies  are  available  from  BATUS  (N  Y),  1270  Avenue  o(  the  Americas,  New  York  NY  100. 


Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Securitized  debt,  the  newest  fad  infixed 
income,  protects  investors  against  some 
common  hazards  but  creates  others. 

CARDS,  CARS 
AND  OTHER  POOLS 


for  a  $5,000  or  $25,000  trade. 

The  chief  attraction  of  securitized 
debt  is  that  the  investor  doesn't  have 
to  be  preoccupied  with  the  credit 
quality  of  the  originating  organiza- 
tion. Chrysler  Financial  Corp.  is  a 
triple-B  debtor,  but  it  might  not  re- 
main that  good.  So,  instead  of  an 
IOU  from  the  firm  itself,  you  buy  a 
piece  of  a  $  1  billion  car  loan  portfolio 
set  aside  in  a  special  trust. 

What  if  the  auto  buyers  prove  to 
be  deadbeats?  What  if  all  of  them 
live  in  Houston  and  Dallas?  A  guar- 
antee from  Union  Bank  of  Switzer- 
land protects  you  for  principal 
losses  of  up  to  7V2%. 

Presumably,  UBS  will  be  able  to 
recover  any  payouts  under  the  guar- 
antee from  the  trust  itself.  After  all, 
the  car  loans  yield  a  lot  more  than 
the  8.6%  coupon  on  the  security, 
even  after  allowing  for  the  cost  of 
servicing  the  portfolio.  But  whether 
or  not  UBS  gets  its  money  back,  the 
security  buyer  is  covered  up  to  the 
specified  limit. 

In  a  variation  on  this  scheme,  the 
originator  of  the  loans  covers  the 
losses,  but  has  a  standby  letter  of 
credit  backing  it  up. 

Often,  the  guarantees  cover  losses 
of  up  to  five  to  ten  times  historical 
standards.  For  example,  a  car  loan 
pool  expected  to  suffer  principal 
losses  of  1  %  might  have  a  bank  let- 
ter of  credit  to  cover  losses  of  up  to 
10% .  A  pool  of  loans  to  unemployed 
compulsive  gamblers  might  do 
worse,  but  presumably  the  guaran- 
teeing bank  is  not  going  to  sit  still 
for  any  diversion  of  bad  loans  into 
the  pool.  It  stands  to  lose  as  much  as 
you  do  if  loan  quality  is  poor. 

Generally  speaking  it's  credit  de- 
terioration at  the  parent  company 
that  investors  are  trying  to  avoid  by 


Are  you  growing  tired  of  buying 
high-quality  corporate  bonds  only 
to  have  them  downgraded  after  cor- 
porate restructurings?  Or  of  buying 
high-yielding  30-year  bonds  only  to 
have  them  called  away  in  5  years 
when  reinvestment  of  proceeds 
must  be  at  a  much  lower  return? 

Then  consider  securitized,  asset- 
based  debt.  This  fast-growing  seg- 
ment of  the  corporate  debt  market 
offers  fairly  safe  returns  at  yields 
¥4%  or  so  better  than  Treasury s. 

More  than  $26  billion  of  credit 
card  balances,  auto  loans  and  other 
financial  assets  have  been  packaged 
and  turned  into  securities  in  the 
past  few  years.  Standard  &.  Poor's, 
now  providing  ratings  for  such  is- 
sues, estimates  there  will  be  $40 
billion  outstanding  by  the  end  of 
this  year. 

Given  the  ability  of  issuers  such 
as  General  Motors  Acceptance 
Corp.  to  securitize  and  sell  $4  bil- 
lion of  installment  paper  at  one 
time,  as  GM  did  in  October  1986,  it 
is  easy  to  accept  such  optimistic 
numbers.  First  Boston  Corp.  is  the 
leading  securitizer,  with  Salomon 
Brothers  close  behind.  Both  deal 
only  in  institutional  amounts,  so 
it's  necessary  to  go  to  a  retail  broker 
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getting  debt  backed  by  specific,  seg- 
regated assets.  First  RepublicBank 
of  Dallas  has  sold  $230  million  of 
8.5%  auto  receivable  pool  securi- 
ties, dubbed  CARS.  The  pool  is  still 
rated  triple-A  by  S&JP  and  by  Moo- 
dy's, notwithstanding  that  the  bank 
recently  had  to  go  to  the  feds  for 
help.  That's  because  the  auto  re- 
ceivables are  completely  separated 
from  the  bank. 

If  the  car  owners  skip  payments, 
Union  Bank  of  Switzerland  steps  up 
to  take  the  first  12%  of  losses.  First 
RepublicBank  has  also  sold  $200 
million  of  credit  card  receivables 
pooled  as  high-quality  CARDS  with 
a  12%  guarantee  against  loss  (5% 
from  the  Swiss  bank  and  7%  via  a 
reserve  fund  at  First  Republic).  This 
at  a  time  when  debt  of  the  bank's 
holding  company  is  selling  at  40 
cents  on  the  dollar.  First  Republic 
has  also  been  working  with  Morgan 
Guaranty  Trust  Co.  on  a  tentative 
plan  to  securitize  between  $600 
million  and  $700  million  of  its  port- 
folio of  tax-free  industrial  develop- 
ment bonds — bonds  whose  tax  ad- 
vantage is  going  to  waste  in  a  com- 
pany that  is  losing  a  pile  of  money. 

It  isn't  only  banks  that  get  into 
trouble.  How  about  high-grade  in- 
dustrials that  get  taken  over  or  re- 
structured? Corporate  treasurers 
fending  off  suitors  seem  to  have  no 
qualms  about  using  assets  that 
bondholders  counted  on  as  their 
collateral.  Federated  Department 
Stores  AA-minus  debt  will  probably 
get  demoted  to  B  when  the  dust 
clears  from  the  Campeau  deal.  The 
American  Brands  A-plus  senior  debt 
was  recently  downgraded  to  A-mi- 
nus  in  the  wake  of  its  defensive 
takeover  of  E-II  Holdings  and  a 
share  repurchase.  The  AA-rated  se- 
nior debt  of  the  Santa  Fe  is  now 
under  review  because  the  railroad's 
parent  company  is  restructuring. 
With  segregated-asset-backed  debt, 
bondholders  hope  to  avoid  such 
sandbaggings. 

Of  course,  there  are  risks  with  the 
new  instruments.  Some  credits  can 
be  repaid  prior  to  maturity,  causing 
a  call  problem  similar  to  that  with 
most  mortgage-backed  paper.  The 
investor  must  also  evaluate  the 
credit  strength  of  the  guarantor. 
There  have  been  some  cases  when 
banks  providing  a  letter  of  credit 
were  themselves  downgraded.  Fi- 
nally, buy  these  issues  with  the  in- 
tention of  holding  them  to  maturi- 
ty, since  bid/asked  spreads  can  be 
substantial  for  small  lots.  ■ 
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If ,  as  I  think,  we  have  had  a  bear  market 
rally,  here's  how  to  tell  when  it's  ending. 

AND  THE  LAST 
SHALL  BE  FIRST 


By  Kenneth  L.  Fisher 


In  1988's  first  quarter  the  Value 
Line  Composite,  which  reflects 
smaller  stocks,  rose  14%,  versus  a 
measly  3%  for  the  Dow  30,  which 
reflects  the  corporate  behemoths. 

The  irony  is  that  so  few  expected 
this  divergence.  The  swings  be- 
tween these  two  groups  is  a  seldom 
studied  but  key  factor  in  under- 
standing market  movements. 

There  are  two  rules  here.  First, 
big-cap  stocks — the  kind  you  al- 
ways think  of  as  big,  safe  names — 
are  usually  less  volatile  than  small- 
er-cap issues,  in  both  up  and  down 
markets.  If  the  market  plunges,  you 
probably  lose  less  with  the  big 
names,  but  if  the  market  rises 
sharply,  you  usually  make  more  by 
diversifying  among  lesser  names. 

It  doesn't  always  happen  that 
way,  though.  At  times,  as  in  1986- 
87,  1972  and  1929,  the  smaller-cap 
stocks  don't  rise  like  the  big  boys  at 
the  tail-end  of  a  major  bull  market. 
This  is  what  technicians  call  "de- 
creasing breadth,"  meaning  a  few 
big-cap  stocks  arc  carrying  most  of 
the  advance,  which  is  generally  con- 
sidered  bearish.  This  1987  phenom- 
itj  conditioned  folks  to  thinking 
ig  cap  sincks  as  the  best  way  to 
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make  money.  When  the  big  caps  fell 
less  in  late  1987  than  the  smaller 
fry,  it  reconfirmed  the  wisdom  in 
most  folks'  minds  of  owning  only 
big-cap  stocks. 

And  that's  just  when  you  should 
remember  rule  two:  In  the  very  long 
term,  smaller-cap  stocks  provide 
higher  returns  than  the  big  guys. 

Another  way  to  think  about  it  is 
that  most  of  America's  economic 
growth  has  come  not  from  industri- 
al giants  but  from  emerging  firms 
that  end  up  becoming  giants. 
(Think  back  on  the  emerging  Apple 
Computers,  DECs  and  Wal-Marts.) 
The  same  will  be  true  in  the  future. 
To  the  innovators  go  the  spoils,  and 
generally  the  big  guys  are  the  status 
quo,  not  the  innovators. 

Much  of  this  is  statistically  docu- 
mented at  length  in  a  wonderful 
little  book  entitled  Stocks,  Bonds, 
Bills  and  Inflation.  Tix  Past  and  the 
Future  by  Roger  G.  Ibbotson  and  Rex 
A.  Sinquefield.  Often  referred  to  in 
the  industry  as  the  Ibbotson- 
Sinquefield  study,  this  work  was 
commissioned  by  the  Financial  An- 
alysts Research  Foundation  and  is 
updated  yearly.  Skip  the  expensive 
updates.  I  got  my  1985  edition  for  $1 
at  a  library  book  sale.  The  historical 
data  arc  just  as  good. 

Starting  with  (anuary  1926,  the 
authors  compare  the  monthly  re- 
sults of  buying  the  average  New 
York  Stock  Exchange  stock  with 
buying  only  the  20%  of  those  NYSE 
stocks  with  the  lowest  market  caps. 
Over  the  last  60  years  the  smaller- 
cap  stocks  did,  on  average,  about 
3%-per-year  better  than  the  average 
of  all  stocks.  Since  the  smaller  caps 
did  better  than  average,  the  largest 
caps  did  worse. 

But  the  most  telling  aspect  is  to 


consider  when  the  smaller  caps  did 
their  doing.  Take  1929.  In  that  fate- 
ful year  the  average  NYSE  stock  fell 
33%  from  its  August  peak,  on  an 
inflation-adjusted  basis,  to  a  short- 
term  low  in  November.  But  the 
smaller-cap  stocks  peaked  earlier 
(in  July)  and  fell  longer  (until  De- 
cember). En  route,  the  little  fellows 
dropped  another  15%,  losing  almost 
half  their  purchasing  power.  Sound 
like  1987?  You  betcha. 

Then  in  the  1930  counter-trend 
rally  that  peaked  in  April,  the  aver- 
age NYSE  stock  gained  22% .  In  the 
same  rally  the  smaller-cap  stocks 
peaked  earlier  (in  March)  but 
climbed  35%.  In  the  bust  the  big 
guys  did  better,  but  in  the  subse- 
quent rally  the  little  guys  led  the 
way  and  peaked  out  earliest. 

Same  thing  at  the  1974  bottom.  In 
27  months,  coming  off  the  Septem- 
ber bottom,  the  average  NYSE  stock 
gained  62%  in  real  buying  power. 
But  the  smaller-cap  stocks,  which 
didn't  bottom  out  until  December, 
gained  140%. 

Which  is  exactly  what  I  have  been 
predicting  will  happen  this  year:  a 
bear  market  rally  with  leadership  by 
the  smaller  stocks,  which  will  then 
falter,  with  leadership  taken  over  by 
the  bigger  stocks,  until  the  latter, 
too,  run  out  of  steam. 

Once  we  suffered  a  big-stock  de- 
cline in  the  fall,  it  was  easily  pre- 
dictable that  the  next  big  up-move, 
whether  a  major  bull  market  or  a 
counter-trend  rally,  would  be  led  by 
second-tier,  low-cap  stocks. 

If  what  we  are  seeing  is  just  a 
counter-trend  rally — as  I  envision — 
you  need  to  plan  to  sell  soon,  which 
brings  up  the  question  of  how  far 
this  rally  can  go.  An  old  saw  runs, 
"Bull  markets  end  with  a  whimper, 
not  with  a  bang."  That's  true.  This 
peak  will  almost  certainly  be  a  rela- 
tively quiet  six-to-eight-week  event 
in  which  stocks  fall  ever  so  gently. 
As  this  occurs,  the  smaller-cap-ori- 
ented Value  Line  Composite  will 
regularly,  but  perhaps  only  slightly, 
underperform  the  S&.P  500.  Like- 
wise, the  O-T-C  Composite  will  lag 
the  O-T-C  100  (the  o-t-c's  largest 
caps).  When  this  happens — when 
the  smaller  caps  stop  thrashing  the 
big  caps — the  end  is  near. 

My  fear  is,  that  may  have  already 
started,  as  the  second-tier  stocks 
stopped  booming  in  mid-March.  If 
that  continues  for  a  few  more 
weeks,  I  would  sell  any  stock,  big 
cap  or  small,  unless  you  are  ready  to 
own  it  throughout  a  bear  market.  ■ 
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By  Ashby  Bladen 


A  collapsing  British  pound  turned  a 
slump  into  the  Great  Depression.  Will 
history  repeat,  this  time  with  the  dollar? 

UNPLEASANT 
ANALOGIES 


ward  the  voters  in  most  European 
countries  refused  to  accept  that  it 
had  left  them  too  poor  to  return 
quickly  to  their  prewar  standard  of 
living.  So  their  governments  bor- 
rowed and  spent  for  the  new  pur- 
pose of  maintaining  incomes.  More- 
over, the  voters  in  countries  that 
had  gained  markets  when  Europe 
stopped  working  and  started  fight- 
ing refused  to  give  them  up  when 
the  fighting  stopped.  So  their  govern- 
ments borrowed  to  finance  com- 
modity price  stabilization  pools  and 
other  schemes  to  maintain  the  pro- 
duction of  unsalable  goods  for  the 
account  and  risk  of  the  taxpayers. 

Before  the  war,  Great  Britain  had 
been  the  richest  country  in  the 
world,  and  its  people  saved  consid- 
erably more  than  could  be  profit- 
ably invested  at  home.  The  pound 
was  also  the  world's  strongest  and 
most  stable  currency,  so  people  all 
over  the  world  deposited  their  sav- 
ings in  the  City  of  London,  which 
then  invested  domestic  and  foreign 
savings  in  the  developing  world. 

The  war  forced  Britain  to  go  off 
gold,  to  sell  its  overseas  invest- 
ments and  to  borrow  abroad.  The 
pound  depreciated,  but  in  1925 
Chancellor  of  the  Exchequer  Win- 
ston Churchill  tried  to  restore 
Britain's  role  as  the  world's  banker 
by  playing  fair  with  its  creditors.  He 
put  the  pound  back  on  gold  at  the 
prewar  parity,  in  spite  of  the  fact 
that  inflation  had  left  it  worth  con- 
siderably less  than  that. 

During  the  1920s  Germany  and 
Austria  tried  to  maintain  their  do- 
mestic standards  of  living  by  bor- 
rowing heavily  abroad,  largely  from 
Great  Britain.  For  example,  by  1931 
40%  of  the  bank  deposits  in  Germa- 
ny were  foreign-owned.  In  May  of 


When  the  recovery  from  last  Octo- 
ber's stock  market  crash  began  to 
run  out  of  steam,  bearish  technical 
analysts  started  charting  it  against 
the  1929-30  recovery  that  preceded 
the  disaster  of  1932.  At  the  same 
time,  fundamental-minded  analysts 
are  telling  us  that  the  current  trade 
bill  is  a  replay  of  the  infamous  1930 
Smoot-Hawley  Tariff  Bill.  Both 
analogies  have  superficial  merit, 
but  a  more  cogent  one  is  between 
the  current  weakness  of  the  dollar 
and  the  fall  of  the  pound  sterling  in 
September  1931.  The  devaluation  of 
the  British  pound  was  the  last  straw 
that  turned  the  slump  of  1929-31 
into  the  Great  Depression. 

As  I've  often  pointed  out,  the  real 
cause  of  the  1930s  Depression  and 
of  the  one  that  started  in  the  Third 
World  in  the  1980s  was  an  excessive 
burden  of  debt.  Before  World  War  I 
people,  businesses  and  governments 
borrowed  mainly  to  finance  the  pro- 
ductive facilities  that  provided  their 
own  means  of  repayment  through 
economic  growth,  but  since  then 
they  have  been  borrowing  for  pro- 
gressively more  dubious  reasons. 

World  War  I  was  enormously 
costly  and  destructive,  and  after- 
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that  year  a  run  on  the  Austrian  Kre- 
dit-Anstaltbank,  which  had  weak- 
ened itself  by  taking  over  other  in- 
solvent banks,  forced  the  creditors 
of  both  countries  to  face  the  fact 
that  neither  one  could  repay  its  for- 
eign debts.  Both  countries  fore- 
stalled ruinous  runs  by  simply 
freezing  foreign  deposits. 

By  September  Britain's  foreign 
creditors  realized  that  Britain  no 
longer  could  get  its  deposits  out  of 
Central  Europe  and  wondered  if 
they  could  get  theirs  out  of  London. 
The  run  on  sterling  forced  Britain  to 
go  off  gold  and  let  the  pound  sink — 
but  also  to  go  out  of  the  internation- 
al bailout  business.  From  then  on 
countries  that  could  not  meet  their 
debt  service  charges  simply  default- 
ed, and  the  slump  turned  into  a  de- 
cade of  deflation  and  depression. 

The  costs  of  fighting  two  wars 
against  tyranny  forced  Britain  out  of 
the  world  banking  business,  which 
the  U.S.  took  over  after  World  War 
II.  But  during  the  last  quarter- centu- 
ry, our  record  has  been  as  bad  as 
theirs  was  good.  We  have  tried  to 
combine  the  role  of  world  banker 
with  that  of  world-class  spendthrift, 
and  during  the  last  couple  of  years 
our  German  and  Japanese  creditors 
have  lost  far  more  in  real  terms  by 
holding  claims  against  the  dollar 
than  Britain's  creditors  ever  lost  by 
holding  claims  against  sterling. 
Nevertheless,  our  creditors  have 
kept  on  lending  to  us  because  they 
realize  that  the  alternative  is  anoth- 
er deflationary  depression. 

Our  balance-of-payments  deficit 
is  shrinking,  but  for  years  to  come 
American  prosperity  will  depend  on 
continued  borrowings  from  the 
creditors  that  we  have  treated  shab- 
bily in  the  past,  and  will  most  prob- 
ably go  on  treating  shabbily  in  the 
future.  Many  of  our  Third  World 
debtors  are  obviously  not  going  to 
repay  us  anything  like  100  cents  on 
the  dollar,  but  that  does  not  relieve 
us  of  the  responsibility  for  repaying 
our  foreign  creditors.  Fortunately 
for  us,  we  owe  them  dollars,  and  we 
can  and  will  lighten  the  burden  of 
repaying  by  inflating  away  much  of 
the  real  value  of  those  dollars. 

As  long  as  our  creditors  continue 
accommodating  us,  the  real  threat 
will  be  not  a  deflationary  but  a  hy- 
perinflationary  depression.  So,  until 
we  resolve  to  stop  borrowing  and 
start  earning  our  way  in  the  world, 
there  is  no  reason  to  believe  that 
either  inflation  or  interest  rates 
have  made  their  postwar  peaks.  ■ 
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Insurance  always  seems  so  expensive- 
untilyou  need  it.  Then  its  a  bargain. 

STRANGLING 
WITH  A  SMILE 


By  Stanley  W.  Angrist 


Regular  readers  of  this  column 
know  that  I  frequently  advocate  the 
use  of  the  "strangle"  spread  when 
trading  options.  A  strangle  is  insti- 
tuted by  selling  two  options — a  call 
with  a  strike  price  higher  than  the 
current  futures  price  and  a  put  with 
a  lower  strike  price.  A  profit  will 
accrue  if  the  futures  price  does  not 
move  beyond  either  strike  at  expira- 
tion. In  that  case,  neither  option 
will  be  exercised,  and  the  seller  gets 
to  keep  both  call  and  put  premiums. 

There  are  several  advantages  to 
strangle  selling.  First,  because  the 
public  is  apparently  enamored  with 
the  idea  of  buying  options,  they  are 
frequently  overpriced,  thus  making 
them  ideal  candidates  for  selling. 
Second,  it  is  not  necessary  to  fore- 
cast correctly  the  market's  direc- 
tion when  selling  strangles.  The 
seller  will  reap  a  profit  as  long  as  the 
future  stays  within  the  strike  price 
of  the  options  sold.  Third,  the  mar- 
gin on  such  trades  is  generally  the 
premium  received  from  the  sale, 
plus  a  single  futures  margin. 

The  risk  of  selling  strangles,  how- 
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option  seller  in  trouble  in  a  big  hur- 
ry. Many  a  seller  has  seen  a  whole 
year's  profit  chewed  up  in  a  few 
days  from  a  trade  involving  naked 
options.  Can  anything  be  done 
about  this  risk?  I  think  so. 

I  have  devised  a  strategy  that  re- 
duces considerably  the  risk  of  sell- 
ing naked  strangles.  Of  course,  such 
risk  reduction  does  not  come  free, 
and,  no  doubt,  many  traders  will 
judge  it  too  expensive.  I  call  it  a 
strangle  sale  with  insurance.  Imple- 
menting it  is  relatively  easy.  After 
the  strangle  sale,  insurance — in  the 
form  of  a  call  and  put — is  purchased. 
The  insurance  has  a  later  expiration 
and  a  strike  price  more  distant  from 
the  market  than  the  strangle  sold. 

Why  a  later  expiration?  To  ensure 
that  when  the  strangles  themselves 
expire  the  options  purchased  as  in- 
surance will  have  some  time  value 
remaining.  Why  a  strike  price  fur- 
ther removed  from  the  current 
price?  To  keep  the  cost  of  the  insur- 
ance down. 

Suppose  it's  late  March,  with  July 
crude  selling  for  $16.20  per  barrel. 
You  believe  that  the  price  of  crude 
will  not  go  higher  than  $18  nor  drop 
to  less  than  $15.  A  strangle  is  imple- 
mented by  selling  a  July  $17  call  for 
a  credit  of  60  cents  and  a  July  $16 
put  for  a  credit  of  80  cents  per  bar- 
rel, for  a  total  credit  of  $1,400  per 
spread.  (There  are  1,000  barrels  of 
crude  per  contract.)  Insurance  is  ac- 
quired by  buying  an  August  $18  call 
for  38  cents  and  a  $15  put  for  48 
cents,  for  a  total  cost  of  $860. 

Now  even  if  crude  collapses — or 
explodes — your  insurance  will  pro- 
tect you  from  a  major  disaster.  The 
chart  here  shows  a  profit  zone  that 
runs  from  $15  to  $18.  If  at  expira- 
tion of  the  July  options  (on  June  3) 


July  crude  is  between  $15  and  $18 
per  barrel,  you  will  have  a  profit.  It 
won't  be  huge,  and  it  will  have  its 
maximum  value  (about  $750  per 
spread)  near  $16.25  per  barrel. 

The  margin  on  this  trade  would 
be  a  crude  oil  futures  margin — 
$2,000  is  the  exchange  minimum — 
plus  the  cost  of  the  options  pur- 
chased, for  a  total  of  $2,860.  The 
trade  requires  two  spread  commis- 
sions— probably  somewhere  near 
$70  round-turn  at  a  discounter.  To 
do  it  at  a  full-price  broker  would 
make  it  prohibitive. 

By  the  time  you  read  this,  you 
probably  won't  be  able  to  do  this 
trade  with  enough  profit  potential 
using  July  and  August  options,  but 
you  should  be  able  to  find  more 
trades  using  other  months  and  other 
commodities.  I  analyzed  a  number 
of  possibilities  with  a  program 
called  Personal  Options  Advisor, 
written  by  MarketSoft.  It  runs  on 
IBM-compatible  machines.  You  can 
get  additional  information  on  the 
program  by  calling  312-907-2575. 
You  would  be  foolish  to  try  to  trade 
options  without  such  help.  ■ 


Profit  insured 


Selling  a  strangle  while  buying  in- 
surance to  protect  yourself  against 
a  blowout  or  a  collapse  can  lead 
to  modest  profits.  The  example 
shown  here  is  for  a  strangle  set  up 
with  July  crude  oil  options  expir- 
ing on  June  3.  The  insurance  is 
obtained  by  means  of  August  op- 
tions. The  data  show  the  dollar 
profit  or  loss  per  spread  as  a  func- 
tion of  the  date  and  the  price  of 
crude  on  that  date.  As  expiration 
of  the  July  options  approaches,  the 
profit  on  the  trade  rises  sharply. 


Profit 


$800 


At  expiration 


$15  16  17  18 

Crude  oil  price  in  dollars 
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MONEY  &  INVESTMENTS 


The  best  bond  timing  letters  have  turned 
sharply  bearish.  The  record  shows  it  is 
wise  to  take  their  advice  seriously. 

SOUR  ON  BONDS 


By  Mark  Hulbert 


Whither  interest  rates?  When  I  last 
surveyed  sentiment  among  bond 
market  timing  newsletters  (Forbes, 
Dec.  28,  1987),  the  outlook  for  bonds 
seemed  quite  bullish.  These  are  the 
letters  that  specialize  in  advising 
mutual  fund  switchers  when  to 
move  into  and  out  of  the  market, 
and  the  consensus  then  among  the 
best  performers  was  75%  long.  By 
contrast,  the  group  as  a  whole  was  a 
lukewarm  50%  bullish. 

Dutifully,  bonds  appreciated 
smartly  over  the  subsequent  three 
months.  Indeed,  the  Dow  Jones  20- 
bond  average  has  gained  ground  at  a 
20%  annual  rate  in  the  months 
since  that  column  was  written,  and 
bond  futures  have  done  even  better. 

But  what  a  difference  a  few 
months  can  make.  The  average 
bond  timers  are  still  50%  long, 
having  been  up  to  73%  long  in 
February.  But  the  consensus  among 
the  best-performing  bond  market 
timers  is  now  more  intensely  bear- 
ish than  it  was  bullish  at  the  time 
of  my  earlier  column.  Indeed,  the 
best  performers  have  not  been  as 
bearish  as  they  are  now  since  the 
summer     of     1987 — after     which 


Mark  Hulbert  is  editor  of  the  Washington, 
DC-based  Hulbert  Financial  Digest,  and 
author  of  The  Second  Hulbert  Financial 
Digest  Almanac  published  by  Minerva  Books. 


bonds  did  in  fact  retreat  sharply. 

Of  the  four  market  timers  my  ear- 
lier column  identified  as  having  bet- 
tered the  market  since  1985,  three 
then  were  bullish:  Paul  Merriman's 
Fund  Exchange,  Gerald  Appel's  Sys- 
tems &  Forecasts  and  the  Lynn  Elgert 
Report.  Just  one,  Robert  Prechter's 
Elliott  Wave  Theorist,  was  bearish. 
Three  months  later  three  of  those 
four  still  are  ahead  of  the  market  in 
the  1985-to-date  sweepstakes,  and 
all  three  are  bearish.  (The  dropout 
from  the  earlier  group  of  four  was 
the  Lynn  Elgert  Report,  which  at  the 
time  of  my  earlier  column  was 
ahead  of  a  buy-and-hold  by  so  small 
a  margin  that  a  subsequent  ill- 
timed  switch  pulled  it  below  the 
line.  Elgert  remains  bullish  on 
bonds,  however.) 

Merriman's  Fund  Exchange  re- 
mains the  best-performing  bond 
market  timer  of  those  the  Hulbert 
Fitjancial  Digest  has  been  monitor- 
ing since  1985,  almost  doubling 
the  gain  that  would  have  been 
achieved  simply  by  buying  and 
holding  bonds.  His  bond-timing 
model  is  now  bearish,  as  of  a  Mar. 
24  sell  signal.  On  average  Futrd  Ex- 
change has  generated  a  switch  sig- 
nal once  every  two  months,  how- 
ever, so  it's  quite  possible  it  could 
switch  back  soon. 

Generating  the  identical  number 
of  switch  signals  since  1985  has 
been  Appel's  "long-term  bond  mod- 
el," and  it  is  only  slightly  behind 
Merriman's  model  in  profitability. 
It  followed  Merriman's  model  into  a 
bearish  mode  on  Mar.  28.  Since  the 
time  horizon  of  Appel's  signals  is 
the  same  as  Merriman's,  it's  again 
worth  bearing  in  mind  that  his  bond 
model  could  flip  back  to  bullish  be- 
fore too  long. 


The  third  timer  to  have  beaten 
the  bond  market  since  1985,  and  the 
lone  bear  at  the  time  of  my  earlier 
column,  is  Robert  Prechter.  His 
bearishness  three  months  ago  was 
ill-timed,  obviously,  but  he  was  far 
enough  ahead  of  a  buy-and-hold 
strategy  to  be  able  to  swallow  the 
loss  and  still  remain  ahead  of  the 
market  in  cumulative  1985-to-date 
performance. 

Far  from  tempering  Prechter's 
bearishness,  the  intervening  three 
months  have  made  it  stronger — 
Prechter  is  now  more  aggressively 
bearish  than  at  any  other  time  in 
the  period  the  HFD  has  been  mea- 
suring his  bond  market  timing. 
Typically,  for  example,  Prechter's 
advice  for  his  investors  category  has 
been  to  go  into  cash  upon  a  sell 
signal,  as  would  the  typical  mutual 
fund  client,  rather  than  actually 
selling  the  market  short.  He  usually 
reserves  short-sale  strategies  for  his 
"traders."  But  now  his  advice  for 
both  investors  and  traders  is  to  be 
100%  short. 

Prechter  has  said  he  doesn't  ex- 
pect the  low  for  bonds  to  be  hit  prior 
to  the  third  quarter  of  1988.  So  his 
bearishness  extends  further  out 
than  does  Merriman's  or  Appel's. 

In  my  earlier  column  I  pointed 
out  that  Prechter's  advice  for  inves- 
tors had  been  much  more  successful 
than  his  advice  for  traders,  making 
about  three  times  as  much  profit 
since  1985.  The  subsequent  three 
months  only  reinforce  this  pattern, 
since  his  investors  were  earning  the 
money  market  rate  while  his  trad- 
ers were  losing  money  through  ill- 
timed  short  sales.  This  in  turn 
means  that  we  probably  should  pay 
increased  attention  to  his  current 
bearishness,  because  his  more  suc- 
cessful investors  have  joined  his 
traders  in  adopting  an  aggressively 
bearish  strategy. 

Thus,  the  contrast  between  late 
last  year  and  today  could  not  be 
more  complete.  Then,  three  of  the 
four  top  timers  were  bullish,  and 
the  bearishness  of  the  fourth  was 
suspect.  Now,  all  the  top  bond  mar- 
ket timers  are  bearish. 

I  am  still  studying  different  ways 
of  determining  the  consensus  opin- 
ion of  investment  newsletters  and 
of  interpreting  the  interaction  be- 
tween it  and  the  consensus  of  the 
most  successful  letters.  But  given 
the  record  of  these  successful  bond 
timers,  it  seems  reasonable  to  say 
that  their  bearishness  should  not  be 
ignored.  ■ 
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ADVERTISEMENT 


Dealerscope  Merchandising  Products  of  the  Monte 


Brother  Daisy  Wheel  Letter 
Quality  Word  Processor 

The  Forbes  500  made  it  big.  And  the 

Brother  WP-500 
makes  it  easy. 
Just  plug 
this  word 
proces- 
sor in 
and 
it's 


ready  to  use.  Its  software  is  so  user 
friendly,  even  beginners  can  operate  it 
from  day  one.  Nothing  technical  to 
learn  or  memorize.  Simple  on-screen 
"prompts"  enable  you  to  type,  store, 
recall,  edit  and  print  out  with  the 
touch  of  a  key.  Features  include  large 
non-glare  5"  x  9"  display,  the  exclusive 
"wordspell"  70,000  word  built-in  elec- 
tronic dictionary,  auto-save  disk  drive, 
and  much  more.  Compact  and  light- 
weight. For  more  information,  write  to: 
Brother  International  Corp.,  Consumer 
Products  Division,  8  Corporate  Place, 
Piscataway,  NJ  08854,  Attn.  Ms.  Elaine 
Turansky. 


VM6000  Super  VHS  Cam  Corder 

Hitachi  has  made  shooting  and  record- 
ing superb  video  a  snap!  All  you  have  to 
do  is  aim  and  shoot.  With  our  Super 
VHS  technology,  you  receive  over  400 
lines  resolution  for  unsurpassed  bril- 
liance, picture  quality,  sharpness  and 
picture  detail.  Our  MOS  Image  Sensor 
gives  you  the  most  accurate  and 
precise  color  recording.  For  more 
information  write  to:  401  West  Artesia 
Blvd.,  Compton.  CA  90220. 


Whistler  Spectrum  2  — 
Introducing  Spectrum  2  with 
Pulse  Protection    . 

Spectrum  2  con- 
tinues to  B6l  the 
standard  for  radai 
detector  excel- 
lence. In  1987 
Spectrum  2  won 
seven  out  of  10 
car  and  driver  tots.  Now  Spectrum  2 
is  the  OM.'S  radar  detector  to  feature 
PULSE  PROTECTION  winch  warns 
drivers  when  Pulse  (Instant-On)  radar  is 
ent  When  it  senses  Pulse  radar. 
Spectrum  2  immediately  sounds  a  unique 
urgent  alarm  and  flashes  the  letter  'T" 
on  its  display  Other  features  include 
digital  display  with  easy  to  read  num- 
bers. X-  and  K  hand  audible  and  visual 
differentiation,  and  much  more.  All 
u  exclusive  3-year 
tj   Call  12-3000  for  more 


Uniden  Introduces  the  World's 
First  and  Only  Radar  Detector — 

The  Talker 


The  "Talker"  lets  you  program  your  own 
warning— IN  YOUR  OWN  VOICE.  The 
voice  alarm  is  activated  whenever  radar 
is  present.  The  "Talker"  has  a  multi- 
segment  signal  strength  meter,  an  audio 
warning  to  discriminate  between  X- 
and  K-bands  and  a  city  highway 
switch.  Suggested  retail  price  is  $299.95. 
For  more  information  contact  Madolvn 
Cain,  Uniden  Corp.  (317)  845-  7539. 

If  You  Forget  The  Who,  What, 
Where  or  Whcn...It  Won't. 
Introducing  the  Psion 
Organiser  II 


Psion  Organiser 
an   incredible, 


The 

II        IS 

hand-held  computer 
that  remembers  your 
hectic  schedule   You 

can  instantly  find 
anything,  from  the 

names  and  numbers 
of  all  your  business 
associates,  to  the  date  of  your  mother's 
birthday.  It's  everything  you  could 
possibly  need  to  manage  your  impossibly 
complicated  life.  Anyone  can  use  it 
straight  out  of  the  box.  without  any 
training  or  computer  experience  The 
Psion  Organiser  II  is  completely  port- 
able  and  works  on  a  standard  9V 
alkaline  battery.  Suggested  retail  price 
is  $179.99.  Contact  Kevin  Hyson  at 
(212)  686-8200  for  more  information. 


AMSTRAD  PPC  640  Portable 
Computer  Features  Built-in 
Modem 


The  exciting  new  AMSTRAD*  PPC  6' 
lets  you  stay  in  control  when  you're  o 
of  the  office.  With  the  built-in  Hay 
compatible  modem,  you  can  che<] 
inventories  from  a  customer's  offic 
look  at  the  day's  sales  figures  from 
far-away  hotel  room,  or  do  just  abo 
anything  you  can  do  at  your  office, 
weighs  only  11.8  pounds,  features 
640K  memory,  enhanced  "AT"  ke 
board,  an  8086  processor  (at  8  MH 
and  a  choice  of  one  or  two  720K,  3  1/ 
disk  drives.  For  more  informatio 
contact  AMSTRAD,  Inc.,  1915  Wes 
ridge  Drive,  Irving,  TX  70538,  (21 
518-0668. 


VCR 

Enterprises, 
Inc.'s  JC, 
The  Junior 
Computer... 
Finally,  a  Lap 
Top  For  Kids 


"JC,  The  Junior  Computer,"  a  lap  top  I 
look-a-like  with  pop-up  screen  ai 
built-in  carrying  handle,  is  designed 
let  kids  six  and  older  compute  aloi 
with  dad  or  mom.  It  is  the  first  childrei 
learning  computer  with  memory,  i 
corporating  16  learning  activiti 
designed  to  be  educational  and  enk 
taining.  Optional  plug-in  learnii 
cartridges  also  will  be  available: 
ROM  Activity  Cartridge  with  adt 
tional  vocabulary  and  spelling,  ai 
RAM  Cartridge  for  creating  and  storii 
animations  and  music.  Suggest 
retail  $69.95.  VCR  Enterprises,  In 
115  Issaquena,  Clarksdale,  MS  3861 
1-800-233-1864. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  May  1,  1928) 

"Both  business  and  politics  have  been 
overshadowed  by  the  unparalleled 
speculative  mania  raging  in  Wall 
Street  and,  the  evidence  shows,  par- 
ticipated in  throughout  the  length 
and  breadth  of  the  land.  Never  has  the 
stock  market  been  so  feverishly  ac- 
tive. Never,  except  in  times  of  panic, 
have  speculative  stocks  fluctuated  so 
widely  and  irrationally.  Never  have 
stock  market  leaders  been  so  aggres- 
sive; never  before  have  such  gigantic 
blocks  of  stocks  been  bandied  back 
and  forth  between  bulls  and  bears 
commanding  seemingly  unlimited 
means  or  credit." 


■    ■ 


no  dull  evenings  ■  • 
no  dull  sunduys  ■  • 

radio  in 


every  room ! 


T 


Radio  was  the  HBO  of  the  late  1920s 

"We  made  80  millionaires  in  4  years 
j  in  General  Motors.  In  1923  we  put 
i  into  execution  modern  ideas  of  the 
i  relationship  of  capital,  labor  and  man- 
!  agement,  making  management  as  im- 
I  portant  as  either.  .  .  . 

"We  induced  80  of  our  senior  and 
■  junior  executives  to  go  into  debt  to  buy 

General  Motors  stock.  We  got  them  to 
1  pledge  themselves  to  buy  $33  million 
'  worth.  They  put  up  $5  million  and 
1  borrowed  $28  million.  That  stock  is 
]  worth  today  $250  million  or  so." 

— GM  Treasurer  John  J.  Raskob 

Fifty  years  ago 

\  (From  the  issue  of  May  1,  1938) 

"In  April  Continental  Oil  Co.  began 

to  produce  oil  from  a  well  notable  for 

I  being  the  deepest   producer  in  the 


Drilling  the  world's  deepest  oil  well 

world.  Boring  far  into  the  earth  below 
Southern  California,  the  company 
struck  oil  at  the  13,100-foot  level, 
1,485  lower  than  the  previous  world's 
deepest  producer.  The  well  also  has 
another  distinction.  It  was  originally 
bored  to  a  depth  of  15,004  feet,  break- 
ing all  previous  records  for  deep  bor- 
ing of  any  kind;  at  the  almost  three- 
mile  level  the  temperature  was  270 
degrees." 

"Since  January  1  home  building  has 
been  rapidly  closing  the  huge  gap  be- 
tween last  year's  volume  and  this 
year's.  In  January,  home  building  was 
a  gloomy  54%  behind  last  January;  in 
March,  the  difference  was  only  12%. 
Figures  for  all  types  of  construction 
make  even  more  cheerful  reading. 
January  1938  was  nearly  $40  million 
behind  January  1937.  But  the  March 
figure  cut  the  difference  down  to  a 
mere  $2  million." 

Twenty-five  years  ago 

(From  the  issue  of  May  1,  1963) 

"Hauling  people,  as  every  railroad  and 
many  an  airline  will  tell  you,  is  no 
easy  road  to  riches.  But  Greyhound's 
huge,  nationwide  bus  system,  which 
carries  more  human  beings  from  one 
place  to  another  than  any  other  trans- 
portation company  in  the  world, 
looks  as  lean,  swift  and  smooth-run- 
ning as  its  namesake  these  days.  .  .  . 

"On  hauling  human  beings,  Grey- 
hound took  in  a  record  $287  million 
in  revenues  last  year.  ...  At  $28  mil- 
lion, or  $2.01  per  share,  total  net  prof- 
it amounted  to  a  whopping  19%  re- 
turn on  stockholders'  equity." 


"Looking  remarkably  fit  for  a  man  of 

75,  Conrad  Nicholson  Hilton  had  a 
fine  time  picking  up  the  bill  for  the 
party  he  threw  last  month  to  an- 
nounce the  opening  of  yet  another 
hotel  under  his  management — the 
London  Hilton.  Days  later,  Hilton  and 
his  troupe  of  100  guests,  flown  from 
the  U.S.  at  his  expense,  were  off  to 
Greece  for  another  round  of  parties  to 
launch  yet  another  hotel — the  Athens 
Hilton." 

Ten  years  ago 

(From  the  issue  of  May  1,  1978) 

"The  [Carter]  Administration's  farm 
plan,  with  its  $3  wheat  guarantee, 
would  increase  farm  income — at  the 
expense  of  the  consumer — by  about 
$4  billion.  But  the  Dole  bill  could 
raise  food  prices  by  20%,  a  $49  billion 
tax  on  the  consumer.  Political  hypoc- 
risy is,  however,  nonpartisan.  Among 
the  strongest  supporters  of  conserva- 
tive Republican  Dole's  proposal  to 
soak  the  urban  poor  for  the  benefit  of 
the  rural  well-to-do  is  that  out- 
standing liberal  Senator  George 
McGovern." 

"You  should  go  naked  when  you  deal 
with  J.B.  Fuqua,  advise  Atlanta  wise- 
acres, because  that  way  you  won't  feel 
the  draft  when  you're  coming  home. 
Take  the  time  last  January  when 
some  sharp  traders  from  Louisville 
unloaded  their  mishmash  $1  billion 
(sales)  National  Industries  conglomer- 
ate on  poor  J.B.,  whose  own  Fuqua 
Industries  had  only  $600  million 
sales.  ..." 

"So  why  is  J.B.  smiling?  'We  bought 
'em  with  their  own  cash,'  he  says, 
noting  that  National  had  $45  million 
cash  and  equivalent,  while  on  the  $60 
million  price  Fuqua  paid,  only  $30 
million  was  in  cash." 

J.B.  Fuqua  of  Fuqua  Industries 
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Most  people  grow  old  within 
a  small  circle  of  ideas,  which 
they  have  not  discovered  for 
themselves.  They  are  perhaps 
less  wrong-minded  people 
than  thoughtless. 
Vauvenargues 


No  man  is  prejudiced  in  favor 
of  a  thing  knowing  it  to  be  wrong. 
He  is  attached  to  it  on  the  belief 
of  its  being  right. 
Thomas  Paine 


One  shouldn't  learn  more  than 
what  one  absolutely  needs 
against  life. 
Karl  Kraus 


There  is  no  prejudice  so  strong 
as  that  which  arises  from  a 
fancied  exemption  from 
all  prejudice. 
William  Hazlitt 


The  man  who  never  alters  his 
opinion  is  like  standing  water, 
and  breeds  reptiles 
of  the  mind. 
William  Blake 


If  there  were  a  verb  meaning 
"to  believe  falsely,"  it 
would  not  have  any  significant 
first  person,  present  indicative. 
Ludwk;  Wittgenstein 


You  are  entitled  to  any  number 
of  fool  opinions;  but  there  is 
a  certain  elemental  wisdom  every 
one  must  possess,  or  suffer. 
En  Howe 


It  is  in  the  uncompromisingness 
with  which  dogma  is  held  and  not 
in  the  dogma  or  want  of  dogma 
danger  lies. 

LER 


I  back  down 
ion 
;  truth. 


Thoughts 

on  the  Business  of  Life 


Sit  down  and  with  pencil  in  hand 
make  a  list  of  all  the  little  things 
in  your  business  on  which  people 
Ixive  prejudices  which  you  know 
about,  or  can  find  out  about,  and 
consider  whether  you  are  humoring 
those  prejudices  of  theirs,  or  rather 
are  sticking  tooth  and  nail  to  some 
prejudices  of  your  own.  A  carefully 
written  out  list  of  these  little 
things  may  surprise  you. 
B.C.  Forbes 


That  which  has  been  believed 
by  everyone,  always  and 
everywhere,  has  every  chance 
of  being  false. 
Paul  Valery 


Prejudices  are  the  props 
of  civilization. 
Andre  Gide 


Ignorance  is  less  remote  from 
the  truth  than  prejudice. 
Denis  Diderot 


Prejudice  squints  when  it 
looks,  and  lies  when  it  talks. 
Duchess  de  Abrantes 


Some  men,  under  the  notion  of 
weeding  out  prejudice,  eradicate 
virtue,  honesty  and  religion. 
Ionathan  Swift 


■  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughi-,  Price:  $18.50.  Send  check  and 
order  to  Forbes  Inc..  60 Fifth  Ave.,  New  York, 
N.  Y  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


It  is  better  to  be  narrow-minded 
than  to  have  no  mind  at  all,  to 
hold  limited  and  rigid 
principles  than  none  at  all. 
Evelyn  Waugh 


The  death  of  dogma  is  the 
birth  of  reality. 
Immanuel  Kant 


Chase  prejudices  out  the  door 
and  they  return  through 
the  window. 
Frederick  the  Great 


How  it  infuriates  a  bigot, 
when  he  is  forced  to  drag  out 
his  dark  convictions. 
Logan  Pearsall  Smith 


Prejudice  is  a  raft  onto  which 
the  shipwrecked  mind  clambers 
and  paddles  to  safety. 
Ben  Hecht 


A  Text . . . 

But  I  would  not  have  you  to 
be  ignorant,  brethren, 
concerning  them  which  are 
asleep,  that  ye  sorrow  not, 
even  as  others  which  have 
no  hope. 
1  Thessalonians  4:13 


Sent  in  by  Jill  Schennum,  New  York,  N.Y. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


All  prejudices  may  be  traced 
to  the  intestines. 
Friedrich  Nietzsche 


Nothing  has  an  uglier  look 
to  us  than  reason,  when  it 
is  not  on  our  side. 
Lord  Halifax 


Prejudice,  n.  A  vagrant  opinion 
without  visible  means  of  support. 
Ambrose  Bierce 
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TOYOTA  QUALITY. . .  ADDS  UP  TO  MORE  NUMBER  ONES 
IN  CUSTOMER  SATISFACTION  THAN  ANY  OTHER  MANUFACTURER. 

Nationwide  surveys  concluded  that  in  their  respective  segments,  Tercel,  Camry, 

Cressida.  Supra*  and  4Runner**  ranked  #1  in  customer  satisfaction.  They  had  the  fewest  problems 

during  warranty  period,  the  fewest  problems  at  delivery,  and  the  fewest  recurring  repair  problems. 

It  takes  a  certain  quality  to  satisfy  so  many  people  in  so  many  ways.  Toyota  Quality. 

Get  More  From  Life. . . Buckle  Up! 

TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 

"IU8K  models  shown  most  recent  data  based  on  I  D  Power  &  Associates  ll'K7  Customer  Satisfaction  Index  with  Product  Quality  and  Dealei  Service  ltd  h'Sovehu  Ic- 
"|.D  Power  J   Associates  l'W7  Compact  Truck  CSI    Customer  Satisfaction  with  Product  Oualil)  and  Dealer  Service   >    ll>N,s  lovota  Motor  Sales  USA    Inc 


;"  FOR  SOME  PEOPLE,  MAKING 

A  FOR  PINE  DIDNT  EXACTLY  COME  AS  A  SURPRISE. 

CITICGRPO PRIVATE  BANKING9 

Fluent  in  the  ways  of  the  affluent* 

For  information  about  our  services  call  Mr.  Richard  Foley,  Vice  President,  at  212-715-0229. 

Member FDIC    « is  a  registered  service  mark  ol  Citibank.  N. A. 
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On  the  top:  one  of  the  Barber-Saab  Pro  Series  drivers  bringing  home  the  bacon  with  his  turbocharged, 
16-valve,  twin-overhead  cam,  fuel-injected,  two-liter,  high-performance  Saab  engine. 

On  the  bottom:  one  of  the  thousands  of  Saab  9000  Turbo  owners  bringing  home  the  groceries  with  the 
very  same  engine. 

An  engine  that,  when  you're  getting  on  a  parkway,  can  get  you  from  0  to  60  in  a  reassuring  7.6  seconds 
An  engine  whose  turbocharger  allows  you  to  "pass"  with  confidence. 

Hut  this  kind  of  "active  safety"  isn't  the  only  reason  why  we  at  Saab  feel  a  car  as  elegant  as  the  9000 
should  have  such  a  spirited  engine.  With  a  rallying  history  that  dates  back  to  Saab's  birth  in  1949,  we've  always 
(\vrs  in  the  sheer  joy  of  driving. 

c  ;it  Saab,  building  cars  isn't  something  we  do  just  for  a  living.  _  

iVaj  of  life.  Tlumastwta^mtcmsnwhtM 
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Actually,  Hercules  had  it 
pretty  easy  with  the  Hydra. 
He  simply  knocked  off  the 
outer  heads,  and  then 
buried  the  central,  immortal 
head  under  a  rock. 

Unfortunately,  struggling 
with  modern  management 
problems,  like  productivity 
improvement,  can  be 
tougher  than  the  Hydra. 

That's  why,  when 
modern  management  looks 
to  improve  productivity, 
they  look  to  us. 

We've  enhanced  produc- 
tivity for  half  the  top  1000 
companies  in  America.  In 
addition,  we've  worked  in 
25  countries  overseas.  And 
we  don't  just  improve  profits. 
We  also  improve  quality. 

On  average,  our  clients 
realize  a  400%  return  on 
their  investment  in  the  first 
year  after  installation. 

Recently,  in  the  insurance 
industry,  we  streamlined 
and  improved  a  client's 
systems,  including  data  pro- 
cessing, telecommunications, 
worker  skills  and  attitudes, 
customer  service,  and  man- 
agement capacities.  This 
increased  operating  profits 
by  well  over  30  percent. 


Alexander  Proudfoot 

The  Power  of  Productivity 


If  you'd  like  to  hear  how 
we  might  work  for  you,  call 
us  at  800-843-4877.  We 
think  it's  the  most  produc- 
tive move  you  can  make. 


inded  1946  Executive  offices:  249  Royal  Palm  Way.  Palm  Beach.  FL.  33480.  Operating  in  the  United  States,  Canada.  Mexico.  Brazil, 
•eat  Bntain,  France,  Federal  Republic  of  Germany,  Italy,  Spain.  Portugal,  Sweden,  Denmark,  Ireland.  Luxembourg,  The  Netherlands, 
Belgium.  Australia,  Hong  Kong,  Malaysia.  Singapore,  and  soon  in  Taiwan  and  Thailand  In  Florida  or  Canada,  call  407-655-9300 
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COVER  STORY 

90    "What  Is  Perfume  But  Water  And 
A  Bit  Of  Essence?" 

By  Richard  C.  Morais 
Pierre  Cardin  is  more  than  a  super- 
rich  fashion  designer.  He  is  a  pioneer 
of  the  brave  new  world  where  people 
seek  to  buy  a  bit  of  prestige  as  well  as 
merchandise  with  their  money. 


COMPANIES 

35    Canon  Inc. 

By  Marc  Beauchamp 
How  does  Canon  cope  with  a  curren- 
cy that  is  pricing  its  products  out  of 
many  markets?    Innovate,    saturate, 
then  innovate  again. 

37    McClatchy  Newspapers 

By  Marc  Beauchamp 
How  will  the  powerful  McClatchy 
clan   preserve   its   privately    owned 
newspaper  empire?  By  going  public. 

49     Cullen/Frost  Bankers 

By  John  H.  Taylor 

Texas  banker  Tom  Frost  is  surviving. 

No  mean  accomplishment,  that. 


35 


Innovating  around  the  strong  yen 


54    Blockbuster  Entertainment 

By  Subrata  N.  Chakravarty 
What  supermarkets  did  to  the  corner 
greengrocer,    Blockbuster    Entertain- 
ment hopes  to  do  to  video  rental. 

58    Bright  Banc  S.A. 

By  Jack  Willoughby 

H.R.  (Bum)  Bright  spearheaded  Texas' 

biggest  bank  merger,  which  collapsed. 

His  own  savings  and  loan  is  on  the 

ropes.  Even  his  Dallas  Cowboys  are 

losers. 

62    The  Up  &  Comers: 
Champion  Products 

By  Kathy  Murray 

"Don't  mess  with  retail,"  Champion 
Products'  Roger  Holland  was  advised. 
Holland  messed  anyway. 


64    The  Up  &  Comers: 
Oakwood  Homes 

By  Eric  Schmuckler 
Times  got  tough,  but 
didn't  adapt. 
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77  Dominion  Resources  Inc. 

By  Janet  Novack 

Virginia's  biggest  power  company  is 
investing  in  13  new  plants.  Its  electric 
customers  won't  get  a  single  kilowatt 
from  any  of  them.  What  gives  here? 

78  Resorts  International:  How 
Donald  Trump  Overreached 

By  Richard  L.  Stem 

and  Allan  Sloan 

How  an  unknown  ex-car  dealer  from 

North   Philly   helped   outsmart    the 

vaunted  Donald  Trump. 


58  Bum  times 
for  Bum  Bright 


96    CNWCorp. 

By  Charles  Siler 

It's    loathed    by    its 

unions,  burdened  by 

debt  and  losing  money.  So  why  does 

management  want  to  buy  it? 

105  Sonoco  Products 

By  Kerry  Hannon 

Those  plastic  bags  that  are  taking  over 
at  checkout  counters  everywhere  add 
up  to  a  $1.3  billion  enterprise. 

INDUSTRIES 

72    The  Turnaround  In  Low  Tech 

By  Steve  Weiner 

The  real  fortunes  in  manufacturing 
today?  Check  out  the  new  generation 
of  low-tech  entrepreneurs. 

101    Forest  Products 

By  Kathleen  K  Wiegner 
Anyone  want  1  million  acres  of  tim- 
berland?  Just  call  James  Goldsmith. 
Wonder  why  Sir  Jimmy  is  selling? 

INTERNATIONAL 

38    Finance,  Italian-Style 

By  Peter  Fuhrman 

As  American  shareholders  in  Mont- 
edison and  its  related  companies  dis- 
covered, foreigners  who  play  the  Ital- 
ian market  do  so  against  special  odds. 

GOVERNMENT 

88    Les  Bons  Temps  Sont  Finis 

By  William  P.  Barrett 
The  Louisiana  state  government  is  in- 
solvent,   and  populist   politics   bear 
much  of  the  blame. 
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When  times  are  tight 

it's  the  benefits  manager 

that  feels  the  squeeze. 


Ydu  know  the  feeling. 

Management  wants  you  to 
hold  down  rising  employee  bene- 
fits costs. 

But  since  cutting  benefits  isn't 
the  answer,  you  try  to  offer  options 
and  alternatives. 

Like  shared  costs  and  flexible 
benefits. 

In  doing  so,  you  get  squeezed 
even  more  by  employees,  because 
changing  benefits  creates  confu- 
sion, suspicion,  dissatisfaction  and 
lots  of  questions. 

And  who's  supposed  to  have 
all  the  answers?  You. 

NWNL  Group  can  help  re- 
lieve the  pressure  employee  bene- 
fits plans  create. 

You  see,  by  looking  at  your 
company's  insurance  needs  differ- 
ently, we  find  solutions  others  may 
not  have  seen  before. 

Take  our  Appropriate  Care 
and  Treatment  program  (ACT) 
for  catastrophic  medical  claims, 


for  example. 

With  ACT  we're  able  to  find 
ways  to  provide  coverage  for  more 
cost  effective  treatment  by  recom- 
mending alternatives  to  employees 
and  their  physicians. 

Like  outpatient  care,  using 
specialized  non-hospital  facilities 
and  home  health  care. 

The  way  we  see  it,  cost  effi- 
ciency in  a  benefit  plan  doesn't 
mean  reduced  benefits. 

It  means  finding  ways  to  in- 
crease the  efficiency  of  the  care. 

That's  what  we  look  for,  and 
that's  what  makes  us  different. 

If  you're  feeling  the  squeeze, 
let  us  send  you  our  special  booklet 
"10  Ways  to  Cut  Benefit  Costs." 
Just  call  or  write  Ginny  Patrick, 
NWNL  Group,  Box  20,  Minne- 
apolis, Minnesota  55440,  (612) 
372-5784. 

mlNWNLGROUP 

We  look  at  things  differently 


\  dJvia       I  Northwestern  National  Life  Insurance  Company.  Minneapolis.  MN  (not  admitted  in  the  State  of  New  York) 
The  N<  nh  AdantK  1  ite  Insurance  Company  ot  America,  lericho,  NY  {a  member  of  the  NWNL  Companies). 
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i.  4    The  Surge  In  Metals  Prices 

\  ty  Peter  Brimelow 

Vhat's  the  surge  in  base  metals  tell- 
'  rig  us?   That  inflation  is  back — or 

omething  else? 


JUMBERS  GAME 


1     Annual  Obfuscation 

ty  Penelope  Wang 

leading  annual  reports  isn't  much 
un.  Unless  you  read  with  a  knowing 
•ye,  it  may  not  even  be  enlightening. 


INVESTING 


30  The  Funds:  Son  Of  Windsor 

iy  Ruth  Simon 

| 'Clone"  funds  carry  a  popular  name. 
Jut  they  don't  always  share  their  suc- 
cessful parent's  manager  or  results. 

:31  Consider  The  Costs 

iy  Jonathan  Clements 
/Vhen  buying  a  fund,  pay  attention  to 
Expense  ratios.  When  buying  a  closed- 
i:nd,  pay  particular  attention. 

146  Streetwalker 

>ears,  Roebuck;  Outboard  Marine; 
tVilliams  Cos.;  Argonaut  Group; 
3rovident  Life  &  Accident  Insurance. 

ON  THE  DOCKET 

L08  The  Ultimate  Paper  Chase 

?y  Deirdre  Fanning 

tfow  to  stop  plaintiffs'  lawyers  from 
rummaging  through  your  company 
iles  and  sharing  what  they  find  with 
anyone  who  might  want  to  sue  you. 


110  Color  That  Yells,  "Buy  Me" 

By  Neal  Santelmann 
Cutting  through  TV  clutter. 
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104    Patent  Profit 

By  Laura  Jereski 

Massachusetts  Institute  of  Technol- 
ogy is  finally  starting  to  collect  on  its 
brightest  ideas. 

112  Zenith's  Bright  Side 

And  Its  Dark  Side 
By  Gary  Slutsker 

Computer  monitors  and  TV  screens 
look  alike.  Zenith  makes  both  but  can 
tell  you  a  lot  about  their  differences. 
Also:  Strategic  software. 

PERSONAL  AFFAIRS 

116  Fine-Tuning  Reverse  Mortgages 

By  Michael  Fritz 

If  the  reverse  mortgage  is  such  a  great 

idea,  why  hasn't  it  taken  off? 

117  Unrequired  Reading 

By  Jill  Andresky 

Why  some  executives  are  cheerfully 
adding  to  their  reading  load.  Also:  In- 
sect bites;  Sotheby's  Art  Market 
Trends. 

CAREERS 

120  To  Be  Continued 

By  Dyan  Machan 

Can  Windham  Hill  Productions' 
Anne  Robinson  make  the  difficult 
leap  from  entrepreneur  to  captain  of  a 
large  entertainment  company? 
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Pierre  Cardin  versus  Karl  Marx 

Poor  Karl  Marx.  What  would  he  make  of  it?  The  first  lady  of 
Soviet  Union  allowing  her  manicured  hand  to  be  kissed  by 
Frenchman  who  made  his  name  providing  costly  and  whimsi 
gowns  to  spoiled  capitalist  women.  Raisa  Gorbachev  was  wi 
coming  Pierre  Cardin  to  Moscow.  What  was  this  capitali 
exploiter  doing  in  Moscow  in  1986?  Closing  a  deal  that 
already  bringing  him  some  $700,000  a  year  in  royalties  from 
Soviets  in  exchange  for  overseeing  the  production  of  a  Sovi 
line  of  Pierre  Cardin  clothes.  Earlier,  Cardin  persuaded  China 
communist  rulers  to  let  him  open  a  Beijing  branch  of 
Maxim's  restaurant. 

All  this  represents  an  acceptance  by  the  rulers  of  Russia 
China  of  a  fact  of  late-20th-century  life  that  would  have  drive 
Marx  to  tears:  that,  in  a  world  of  mass  communications  an 
rapidly  expanding  affluence,  commonalities  of  taste  that  an 
good  socialist  would  have  decried  as  bourgeois  and  decadent 
transcending  politics  and  nationality.  Not  egalitarian  socialisi 
but  individualistic  consumerism  seems  the  wave  of  the  presen 

We  chose  Pierre  Cardin  for  our  cover  subject  because  he  wa 
one  of  the  first  to  capitalize  on  this  trend — certainly  far  ahead  ( 
the  politicians.  Already  a  fading  figure  in  Parisian  haute  coutui 
by  the  late  Sixties,  he  soon  turned  his  attention  to  buildin 
recognition  for  his  name  and  his  standards  of  taste  outsid 
Europe.  To  the  growing  middle  classes  in  Australia  or  Korea  an 
parts  of  the  U.S.,  Cardin  was  still  a  great  name.  Global  commi 
nication  created  an  appetite  for  designer  goods;  Cardin  cashed  i 
on  it.  He  was  the  first  designer  to  license  his  way  into  intern, 
tional  markets  on  a  large  scale. 

Our  London  Bureau's  Richard  Morais  found  Pierre  Cardin 
hard  man  to  interview.  Cardin  wanted  to  talk  only  about  fash 
ion  and  fame,  not  about  money.  With  painstaking  research 
however,  Morais  pieced  the  business  story  together.  "What  i 
perfume  but  water  and  a  bit  of  essence?"  starts  on  page  90.  Thi 
is  not  an  article  about  the  design  business;  it  is  an  account 
what  is  happening  to  our  world.  Sorry,  Karl.  Sorry,  Vladimii 


Cardin  area  l')~J 

A  sense  of  theater  that  transcends  boundaries. 
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«  aiow  that  old  saying,  "\bu  can 

I  ke  a  man  out  of  the  country, 

X  ou  can't  take  the  country  out  of 
a  man"?  Well,  it's  true. 

Fom  the  moment  I  first  met  the 
e?gant  man  who  was  to  introduce 

II  the  world  of  thoroughbreds  I 
ij'd  to  know  more  about  him. 
[t  was  something  very  different 
mim. 

^  hen  I  discovered  his  passion  for 

;i ,  I  beg,an  to  understand. 

E1  visited  the  city  a  few  times  in 

^sequent  months.  And  whilst  he 

[bviously  intrigued  by  my  life  in 

lirly-burly  world  of  fashion,  I 

ll  that  he  was  uncomfortable  with 

ly  itself. 

|\en,  when  I'd  almost  resolved  to 

that  he  would  forever  remain 
R  fringe  of  my  life,  the  phone  rang,, 
^ave  you  ever  seen  a  chestnut 
lag,  out  at  sunrise?"  he  enquired, 
lowly  it  dawned  on  me  that  I  was 
I  asked  to  visit  his  world.  It  took 
ills  for  me  to  accept  the  invitation. 

preparation  for  the  trip  I  went 
I  favourite  jeweller. 
Jn  looking  for  something,  that  will 


melt  the  heart  of  a  man  who  loves 
horses,"  I  explained. 

The  jeweller  didn't  hesitate. 
"This  is  the  Concord  Saratoga,™"  he 
said,  selecting,  a  striking,  wristwatch 
from  a  display  case.  "It's  named  in 
honor  of  the  famous  racing,  town  and 
it's  one  of  the  most  celebrated  desig,ns 
in  the  entire  Concord  rang,e." 

For  just  a  moment  I  thoug,ht  that 
this  mig,ht  be  a  premature  g,ift  to  be- 
stow upon  an  old-fashioned  man. 

As  it  transpired,  my  visit  quickly 
turned  into  a  blur  of  excitement. 

On  his  own  g,round,  he  was  the 
most  attractive  man  I'd  ever  imagined. 
I  was  smitten.  And  so  was  he. 

For  when  we  went  to  watch  his 
chestnut  colt  g>oing,  throug,h  its  paces, 
he  turned  to  me,  and  whispered, 

"Would  you  like  to  spend  more  time 
here,  and  watch  your  colt  g,row  up?" 
I  knew  then  that  my  g,ift  was  perfect. 
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Japanese, 
go  home 

Feb.  22,  1988 


The  Japanese  have  invested  $6.5 
billion  in  Hawaiian  real  estate 
since  1986,  we  wrote  two  months  ago. 
They  have  been  snapping  up  hotels, 
homes,  condominiums  and  farms  to 
develop  resorts,  boosting  the  econo- 
my 9%  last  year.  But  resentment  was 
rising  along  with  home  prices  and 
property  taxes,  Forbes  noted. 

Thus,  Honolulu  Mayor  Frank  Fasi 
has  now  proposed  a  measure  to  the 
state  legislature  that,  if  passed,  would 
prevent  foreigners  from  buying  homes 
statewide.  Why?  Inflated  home  values 
and  property  taxes  have  made  it  hard 
for  Hawaiians  to  buy  homes  and  cover 
expenses,  explains  Honolulu  deputy 
corporation  counsel  Ronald  Mun.  Fasi 
does  not  object  to  Japanese  invest- 
ments in  commercial  property,  which 
boost  the  local  economy  and  provide 
jobs.  But  in  a  backlash  against  foreign 
purchases  of  farmland  to  build  golf 
courses  that  exclude  local  residents, 
he  also  proposes  to  ban  foreigners 
from  buying  farmland  or  wetlands. 

It  may  be  too  late  in  Hawaii's  cur- 
rent legislative  session  for  Fasi's  bill 
to  get  far.  But  the  proposal  reflects  the 
rising  concern  across  Hawaii  about 
the  Japanese  invasion.  Besides,  there's 
always  1989— Alyssa  A.  Lappen 


It  w.is  the  Apple  Computer  of  the 
running  shoe  business.  But  after 
in  fiscal  1986  with  revenues 
SI  billion,  Beaverton,  Ore.'s 
stumbled  badly  because, 
ipany     spokesperson, 
e  ■  ishion  busine 
'  went  to  Reebok  In- 
s.r  of  a  softer,  more 
nunrunncrs  could  love 


But  Nike  insisted  it  would  finish  the 
year  strong,  and  Forbes  concurred. 

That  is  exactly  what  has  happened. 
Nike  is  once  again  toe-to-toe  with 
Reebok  for  leadership  in  the  industry, 
and  Nike  Chairman  Philip  H.  Knight 
attributes  the  turnaround  to  Nike  Air, 
a  new  line  featuring  a  patented  cush- 
ioning system  that  uses  a  pocket  of 
pressurized  gas  in  the  soles.  The  shoes 
retail  for  up  to  $1 10  per  pair  and  are  a 
smash  hit  everywhere.  Revenues  for 
the  fiscal  year  ending  May  31,  1987 
were  $877  million;  revenues  for  the 
nine  months  of  fiscal  1988  (ended  in 
February)  were  $850  million,  up 
33%  on  the  same  period  last  year. 
Net  income  sprinted  ahead  192%. 
Debt  is  a  low  9%  of  capitalization. 
Nike's  year-end  revenues  should  ex-  . 
ceed  $1  billion. 

A  catchy  $20  million  ad  campaign 
featuring  an  old  Beatles  song  ("Revo- 
lution") helped  breathe  life  into  the 
new  brand,  and  stressing  perfor- 
mance over  fashion  somehow  seemed 
to  click  with  the  times.  Says  Knight  of 
the  20-year-old  company:  "We  had  a 
glorious  youth,  a  stumbling  adoles- 
cence, and  we  hope  to  come  out  as  a 
tall,  strong  adult." — Katherine  Weisman 


Cleaning 
up 

June  15,  1987 


and  roughly  75%   of  it  in  the  UJ 
Despite   the   high   price   tag — raise 
through  bank  debt  and  a  $400  millic 
European    offer    of   convertible    preH 
ferred  shares — the  company's  capital| 
is  still  only  45%  debt,  and  it  has  more 
than  six  times  the  cash  flow  needed  to 
cover  interest  payments. 

What  next?  Ashcroft  hopes  witr 
two  years  to  bring  his  latest  acquisi-| 
tion's  pretax  margins  up  to  par — fror 
7%  to  the  12.5%  that  Hawley's  secu-l 
rity  services  division  was  netting  ear-| 
lier.  But  don't  be  surprised  if  Ashcrofi 
buys  more  service  firms  meanwhile.1 
If  the  right  opportunity  comes  along,| 
he  won't  hesitate. — A.A.L. 


Chas.  B  Slacknun 


Expanding 
disclosure 

Feb.  11,  1985 


Once  an  ailing  tentmaker,  Britain's 
Hawley  Group  had  built  sales  in 
unglamorous  businesses  like  janitori- 
al and  security  services  from  $27  mil- 
lion in  1981  to  an  astounding  $842 
million  in  1986,  with  53%  of  that  in 
the  U.S.,  while  its  earnings  rose  twen- 
tyfold,  to  $74  million.  Yet  Forbes  pre- 
dicted that  Hawley's  $100  million  in 
annual  cash  flow  would  keep  Chair- 
man Michael  Ashcroft  expanding. 

Expand  he  did.  By  the  end  of  last 
year  Hawley  had  nearly  doubled  earn- 
ings, to  $138  million,  on  sales  up  "on- 
ly" 46%,  to  $1.2  billion. 

But  that  was  not  all.  Last  fall  Haw- 
ley bought  ADT,  Inc.,  the  $519  mil- 
lion (sales)  U.S.  security  services  firm, 
for  $715  million,  and  changed  its 
name  to  ADT  Ltd.  Thus  1988  sales 
will  rise  to  more  than  $1.7  billion, 
nearly  half  of  that  in  security  services 


W'  hy  do  companies  change  audi- 
tors? Sometimes,  it  can  be  be-| 
cause  of  a  conflict  over  an  accounting 
policy  or  because  an  "opinion-shop- 
ping" spree  has  turned  up  a  firm  with  a 
more  favorable  view  of  a  company's 
practices.  Sure,  the  Securities  &  Ex-' 
change  Commission  has  long  required 
firms  switching  auditors  to  file  an  8K 
form,  spelling  out  disagreements  with 
their  auditors.  But  Forbes  complained 
in  1985  that  those  forms  didn't  always 
tell  the  whole  story.  Most  gave  no 
reason  for  the  change,  largely  because 
the  definition  of  "disagreement"  left  a 
lot  of  latitude. 

Now  the  SEC  has  finally  taken 
steps  to  improve  8K  disclosure  by 
tightening  the  definition  of  disagree- 
ments with  auditors.  Under  a  new 
rule,  companies  must  say  whether  an 
auditor  was  fired  or  quit  and  whether 
the  dispute  was  discussed  by  their 
boards.  The  SEC  now  also  requires  a 
company  to  say  whether  it  discussed 
accounting  issues  with  its  new  audi- 
tors in  the  two  years  before  hiring 
them.  Moreover,  an  SEC  proposal  sug- 
gests that  companies  disclose  changes 
in  auditors  within  5  days,  down  from 
the  1 5  days  now  allowed. 

Some  critics  worry  that  the  new 
rules  still  do  not  do  enough  to  im- 
prove disclosure.  For  example,  the 
SEC  dropped  a  proposal  requiring 
companies  that  change  auditors  to 
disclose  all  discussions  in  which  they 
differ  with  their  auditing  candidates. 
Even  so,  the  new  rules  close  some 
gaping  loopholes. — Penelope  Wang 
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THE  TWO 
MOST  DYNAMIC 
FORCES  IN 

ifiKJl  \J\Ji\r\iri    I       distracted  from  the 
subject  before  you.  And  with  Professional  Maxxum's  1/4000  sec.  shutter 
speed  and  1/250  sec.  flash  sync  you  can  freeze  the  subject  instantaneously. 
Other  important  considerations  are  options  like  auto  brack- 
eting, 5fps  mptordrive  and  a  100  exposure  filmback,  and  the 
26  lenses,  4  dedicated  flash  units,  and  2  data  backs  that  com 
prise  the  most  complete  autofocus  system  anywhere.  With  the  force  of  Minolta's 
technology  in  support  of  your  vision,  there's  virtually  nothing  you  can't  do. 

Motordrive  and  AF85mm  lens  optional  Be  certain  the  valuable  Minolta  USA  2-yr.  camera/5  yr  lens  ltd  warranty  is  in  your  package  For  more 
information  see  your  Minolta  dealer  or  write  Minolta  Corp  .  101  Williams  Dr.,  Ramsey.  N  J.  07446.  In  Canada  Minolta  Canada.  Inc.  Ontario 


Your  flair,  your  talent,  your  creativity  and  the  technological  sophistication  of  the 
Professional  Maxxum  9000.  An  unsurpassable  combination.  But  if  the  poten- 
tial unleashed  by  this  camera's  ground-breaking 
continuous  autofocus  is  readily  apparent,  consider 
the  opportunities  unlocked  by  its  many  other  special 
features.  By  selecting  Maxxum's  center-weighted  metering  or  shifting  to 
spot  metering  with  highlight  or  shadow  biasing,  you  can  use  light  and 
color  like  a  fine  painterto  add  drama  and  sensitivity.  With  Automatic  Multi-Pro- 
gram Selection  to  put  you  in  the  program  that  matches  your 
focal  length,  even  while  you  zoom,  you  need  never  be 
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Coup. 


We  engineered  a  coup.The  new  Honda 
Accord  Coupe.  It's  a  brilliant  move. 

Everything  that  makes  the  Accord 
Sedan  a  classic  now  makes  for  a  very 
classy  coupe.  One  that  looks  long  and 
low.  And  is. 

The  familiar  smooth  hood  is  low  for 
aerodynamic  efficiency.  Also,  you  can 
see  better  over  it.  Our  engineers  are  able 
to  lower  the  hoodline  because  of  another 
coup.  Double  wishbone  suspension. 

The  Honda  Accord  was  the  first  front 
wheel  drive  car  with  a  double  wishbone 
suspension  system  on  all  four  wheels. 
Race  cars  have  used  a  similar  design  for 
years.  We Ve  further  refined  it. 

Other  areas  invite  notice.  Under 
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the  low  hood  is  a  highly  proficient 
liter  engine.  In  the  LXi  model  sho 
it  develops  120  horsepower  and  feai 
Honda  Programmed  Fuel  Injection 
dual-stage  intake  manifold. 

The  12-valve  engine  complemei 
our  5-speed  manual  shift  transmission 
There  is  also  available  an  electronics 
controlled  automatic  transmission  wii  [ 
lockup  torque  converter. 

\bu  will  go  quietly.  \bu  will  hear  1 
wind  noise  for  one  thing.  Again 
aerodynamic  efficiencies 
at  work.  The  body  is 
built  rigid,  tight 
and  solid. 


u 


bu  will  certainly  go  <x>nrfortabry. 
i  front  seats  are  plush  and  firm  with 
( 3ured  side  bolsters  and  an  adjustable 
i  )ar  support.  They  help  to  hold  you 
lace  while  cornering. 

Fhere  is  a  full-width  rear  seat  in  the 
>  pe.With  real  legroom  and  ample 
i  Iroom.  Adults  can  sit  up  straight  in  it. 

(bu  and  your  passengers  ride  in  a 
iious  interior.  \bur  luggage  travels 
(capacious  trunk.  It  holds  14.3  cubic 

I  The  lockable  rear  seatback  folds 
n  to  hold  more  odd-shaped  pieces, 
t's  easy  to  see  and  be  seen  in  the 
i  pe  because  the  windows  are  so 
LThey  are  also  tinted  blue.  Which 
leases  your  viewing  comfort, 
priving  the  car  is  inspiring.The 
jpe  rides  beautifully  over  ugly  road 
j  ices.  While  its  handling  remains 
Itanding.  Cruise  control  makes  long 


trips  more  relaxing  and  pleasurable. 

Parking  is  less  perspiring.  Variable 
assist  rack-and-pinion  power  steering 
takes  out  the  rough  work.  The  Coupe 
turns  in  a  tight  circle  of  34. 1  feet. 

Stopping  the  car  isn't  a  big  sweat, 
either.  Power-assisted,  ventilated  front 
discs  with  rear  drum  brakes  quickly 
bring  you  to  a  halt. 

\bu  will  be  cool  in  the  Coupe.  Air 
conditioning  comes  standard.  So  do 
other  cool  items  like  power  windows 
and  dual  power  outside  mirrors.  Rear 
window  defroster  with  a  timer.  Quartz 
digital  clock.  And  an  ignition  lock  light 
for  added  thoughtfulness. 

\bu  can  listen  to  cool  sounds  on  the 
AM/FM  High  Power  stereo/cassette 
with  four  speakers  and  a  power  antenna. 

After  the  Coupe,  things  won't  be 
the  same. 
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Nestle  stays  home 

Silent  for  the  moment  at  least  are 
rumors  that  Switzerland's  Nestle  S.A. 
will  buy  Pillsbury.  Instead  Nestle 
agreed  to  pay  $1.45  billion  for  the 
assets  of  the  Italian  food  group  Bui- 
toni.  (Much  of  the  cash  goes  to  Carlo 
De  Benedetti,  Buitoni's  major  share- 
holder, who  can  use  it  to  help  his  bid 
for  Societe  Generale  de  Belgique.) 

The  Buitoni  acquisition  boosts 
Nestle's  position  in  Italy,  where  a 
growing  emphasis  on  convenience 
foods  has  created  a  huge,  relatively 
untapped  market.  For  similar  reasons, 
Nestle  has  also  been  looking  to  ex- 
pand in  Spain. 

How  about  Pillsbury?  Don't  count 
on  Nestle  to  make  a  bid.  Nestle  may 
now  be  moving  away  from  monster 
takeovers,  preferring  to  go  for  small 
companies  that  complement  existing 
product  lines.  There  could  be  plenty 
of  the  latter.  So,  with  more  than  $3.5 
billion  in  cash  left  after  buying  Bui- 
toni, Nestle  doesn't  lack  the  where- 
withal—Elizabeth Thagard 

Garage  sales  be  gone 

Texas  folks  are  dog  tired  of  being 
pinned  with  riches-to-rags  stories. 
How's  this  for  a  solution?  The  city 
fathers  of  Highland  Park,  a  ritzy  Dal- 
las suburb,  have  decided  to  regulate 


garage  sales.  An  ordinance  passed  on 
Apr.  4  limits  the  number  of  them  a 
resident  can  hold  to  two  per  year.  If  a 
Highland  Parker  tries  to  hold  more 
than  that,  he  can  be  fined  between 
$200  and  $1,000. 

Fishin  market  theory 

If  you  haven't  been  making  enough 
money  trading  stocks,  bonds  or  pork 
bellies,  you  might  try  trading  trout  or 
porgies.  Until  recently,  the  fish  mar- 
ket was  hopelessly  low-tech — even 
big-time  fishmongers  like  Mrs.  Paul's 
had  no  way  to  get  automated  quotes 
on  a  ton  of  flounder  or  cod.  But  now, 
in  San  Francisco,  a  worldwide  elec- 
tronic fish  trading  system  has  been 
instituted.  And  it's  called,  sure 
enough,  the  Fish  Exchange. 

Much  like  Nasdaq,  Fishex  uses  a 


Illustrations  bv  Patrick  McD 
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central  computer  system  to  create  I 
network  of  fish  buyers  and  sellei, 
who  wheel  and  deal  among  ther 
selves.  The  system  has  been  up 
running  since  December,  but  so 
only  50  member  firms  have  signed  up 
The  market  value  of  the  fish  listed  o  | 
Fishex  recently:  about  $6  millioi 
Former  import/export  trader  Glac 
stone  Liang,  who  conceived  of  the  i 
change,  concedes  that  prior  attempt 
to  bring  efficient  market  theories  t  j 
this  slippery  business  have  failec 
"But,"  he  says,  "that  was  before  ev 
erybody  had  computers." 


Beijing;  pressure 

With  the  flood  of  mainland  Chinest 
goods  passing  through  it  each  day 
Hong  Kong's  Kai  Tak  airport  is  bus 
tling.  Just  last  year  it  surpassed  Lon 
don's  Heathrow  to  become  the 
world's  sixth-busiest  air  cargo  port. 

Beijing  thinks  Hong  Kong  should  dc 
better.  The  mainland  Chinese,  whe 
will  take  over  the  Crown  Colony  in 
less  than  ten  years,  are  pressuring 
Hong  Kong  to  build  another  airport, 
and  fast.  Estimated  cost?  Perhaps  $5 
billion.  What's  the  hurry?  Says  one 
source:    "The    Chinese    want    Hong 
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ong  to  spend  the  money  now  so  the 
ew  airport  will  be  ready  when  they 
ike  over  in  1997."  That's  what  we 
ill  one  nice  hand-me-down. 

irexel  s  muscle  men 

ly  Stallone's  Rambo  III  and  Arnold 
jhwarzenegger's  Red  Heat  won't  be 
;leased  until  the  summer  movie  sea- 
ya,  but  some  special  folks  in  Beverly 
[ills  have  gotten  an  advance  glimpse 
t  these  hot  properties.  Carolco  Pic- 
ores,  the  production  company, 
iowed  20-minute  clips  of  each  flick 
t  the  annual  Drexel  Burnham  junk 
ond  wingding  starring  Mike  Milken 
ist  month.  Drexel  and  Rambo?  Are 
ome  folks  at  the  firm  looking  for 

I  ispiration  in  any  forthcoming  battle 

•/iththeSEC? 

(oily  wood  split 

Jthough  her  company  is  just  over  a 
1  ear  old,  Pippa  Scott's  Linden  Produc- 
1  ions  is  already  mixing  it  up  with  Hol- 
nywood  bigs  like  Grant  Tinker  and 
;4orman    Lear.    Scott    financed    her 
I'aovie  company  on  the  strength  of  a 
iiefty  divorce  settlement,  much  as  an- 
ther   Hollywood    ex-wife,    Frances 
.ear,  financed  her  new  magazine.  In 
1  983  Scott  divorced  Lee  Rich  and  re- 
eived  in  settlement  an  11%  stock 

•  merest     in     Lorimar,     Inc. — worth 
1  oughly  $18  million  at  the  time  of  the 

•  plit-up.  Then  came  Lorimar's  $200 
nillion  diversification  binge  into  ad- 
'ertising,  home  video  and  TV  sta- 
ions.  Unhappy  at  being  a  passive  in- 
'estor,  in  1986  Scott  sold  a  big  part  of 
ler  stake  back  to  Lorimar  boss  Merv 
Vdelson,  just  as  the  shares  reached 
heir  annual  peak  of  33. 

Scott  says  her  goal  is  to  make  low- 
mdget  but  high-quality  feature  films, 
rhough  Scott  never  got  line-credit  at 
.orimar,  she's  learned  the  business 
rom  some  of  the  smartest.  If  that  and 
i  ots  of  money  will  do  it,  Scott  should 
nake  her  mark. — Lisa  Gubernick 

Selling  the  Citi 

ifou  may  have  seen  the  solicitation.  In 
S  million  Citibank  credit  card  bills 
:omes  this  pitch:    "Investors:   Now 
Km  can  buy  Citicorp  stock  directly, 
io  fees,  no  commissions."  Any  tak- 
ers? Plenty.  Citibank  says  over  12,500 
nvestors  have  bought  stock  this  way. 
Company  officials  report  that  the 
i  average  amount  of  Citi's  stock  pur- 
chased by  mail  exceeds  $1,200  and 
:hat  25%  of  the  shareholders  add  to 
1  their  holdings  each  year. 

Naturally,  Citicorp  loves  this  stable 
!  investor  base.  Now  if  only  it  can  fig- 
;ure  a  way  to  unload  some  of  its  bad 
Latin  debt  the  same  way. 
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Test  ride  our  four-suiter. 

It's  sporty  It's  easy  to  handle.  And  you'll  get  lots 
of  mileage  out  of  it.  With  Hartmann's  Hanger,  you 
can  neatly  carry  your  suits         f        JL* 
and  lots  more  aboard  planes,    HAffflf/lMri 
trains  or  horseless  carriages.     '  W"  '  ^»""»  ™ 

We  don't  cut  corners™ 


Send  for  a  list  of  your  nearest  Hartmann  dealers.  Dept    5143 
Hartmann  Dr.,  Lebanon,  Tennessee  37087      c  1986  Hartmann  Luggage 
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Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$45  □  3  years  $90  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$79C,  3  years  $176C  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 
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LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name        (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-3820 


^FaqtasticSanis 

**    the  ^/?ii;j7i«(J  Family  Haircutters 


•  Over  2,000  franchises  sold  with 
approximately  600  owners  in 
just  12  years. 

•  We  are  the  world's  largest  haircare 
franchise. 

•  Rated  #  1  haircare  franchisor  three 
years  in  a  row  by  ENTREPRENEUR 
Magazine  Qan  '86.  J211  '87  and  Jan. 
88). 

•  Little  inventory,  no  accounts 
receivable  and  virtually  recession 
proof. 

•  We  supply  the  system,  the  training 
and  the  national  advertising 
program. 

•  FLAT  WEEKLY  FEE,  NOT  ROYALTY 
BASED. 

•  We  challenge  any  other  franchise  to 
sell  you  two  businesses  for  the  price 
of  one  franchise  (a  retail  product 
business  and  a  service  business). 

•  Minimum  cash  requirement 
S60.000. 

If  you  are  ready  to  take  charge  of  your 
future,  call  and  find  out  why  we  are 
the  best. 

1-800-621-5307 

Offering  made  by  prospectus  only.        ***oci»^0' 
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Readers  Say 


Strategic  thinking 

Sir:  Your  article  on  the  Coca-Cola  Co. 
("Some  things  don't  go  better  with 
Coke,"  Mar.  21)  portrays  the  company 
as  financially  incompetent.  The  com- 
pany's experience  with  the  wine  busi- 
ness proves  the  point  about  strategic 
focus.  That  business  was  divested  be- 
cause it  did  not  fit  the  strategy.  The 
pasta  acquisition  was  also  consistent 
with  the  strategy.  When  the  company 
could  not  execute  its  operational  plan 
for  that  business,  it  was  divested.  Mr. 
Goizueta's  dedication  to  measuring 
every  activity  and  plan  against  the 
company's  strategy  over  the  last  sev- 
en years  is  the  thing  he  is  kidded 
about  more  than  any  other. 
— Carlton  Curtis 
Assistant  Vice  President. 
The  Coca-Cola  Co. 
Atlanta,  Ga. 


Kind  words 

Sir:  Your  comments  on  our  current 
Touchstone    Pictures    release    Good 
Morning  Vietnam  (Fact  and  Comment, 
Mar  21)  were  read  with  great  appreci- 
ation and  delight. 
—]effre\<  Katzenberg 
Chairman, 
Walt  Disney  studios 
Burbank,  Calif 


Foul  ball 

Sir.  The  idiocy  of  your  story  on  the 
Pittsburgh  Pirates  ("Top  dollar  isn't 
top  dog,"  Apr  4)  should  have  been 
obvious  when  the  hapless  Seattle 
Mariners  placed  second  to  my  beloved 
Buccos  as  the  most  "efficient"  team. 
The  Manners  are  run  like  a  tax  shel- 
ter, which  is  why  they've  never  had  a 
winning  season  under  George  Ar- 
gyros.  If  the  Pirates  are  to  be  contend- 
ers, they  will  soon  have  to  start  pay- 
ing their  bright  young  talent  better. 
Otherwise,  the  team  will  be  an  "effi- 
cient" loser  like  the  Mariners. 
Fine 


People  person 

1  that  a  great  comput- 

.uch  as  Carver  Mead  rec- 

tks  of  the  primacy  of 

•uman  being  over  the  computer 


("You  ain't  seen  nothing  yet,"  Apr.  4). 
In  this  world  of  computer  worship- 
pers, Dr.  Mead's  words  and  actions  are 
reassuring.  I  feel,  as  he  feels,  that 
America  can,  and  will,  be  great  again. 
Computers  are  wonderful,  but  people 
are  what  it's  all  about. 
— Leonard  C  Hudson 
President, 

Batten,  Batten,  Hudson  &  Swab,  Inc. 
Des  Moines,  Iowa 


Drug  wars 

Sir:  Re  your  comments  on  govern- 
ments and  countries  dominated  by 
drug  traffickers  (Fact  and  Comment, 
Apr.  4).  The  problem  is  here,  not  there. 
— Paul  Stoddard 
Fairbanks,  Alaska 

Sir:  In  answer  to  your  question  about 
the  world  drug  problem: 

1.  Legalize  all  drugs. 

2.  Make    them    readily    available 
at  cost. 

3.  Don't  shed  any  tears  over  the 
cretin  that  kills  himself  with  drugs. 

No  one  is  going  to  waste  time  try- 
ing to  hook  a  12-year-old  or  bribe  a 
policeman  to  preserve  a  business 
where  there  is  no  profit.  Take  away 
the  profit  and  you  solve  the  problem. 
— Gar\'  L  Wilson 
Griffith,  hid     ' 

Sir:  With  drug  imports  into  our  coun- 
try affecting  the  population  as  they 
are,  the  thing  we  can  do  is  to  take  over 
Colombia  militarily  and  stamp  out 
the  drug  producers  once  and  for  all. 
The  U.S.  taxpayers  have  been  paying 
billions  for  defense.  Now  let's  have 
the  defense 

— Dr.  Joseph  E  Dunbar 
Midland  Mich. 


El  Cokimhuju.'V'umj 

^ , 

Wrong  flight 

Sir:  Your  article  "21st-century  true 
ers"  (Apr.  4)  refers  to  Beech- 18  aircra 
of  the  type  that  "Amelia  Earhart  fie 
in  the  1930s."  She  established  son 
records  in  a  Lockheed  Electra  and  w; 
flying  in  one  when  she  was  lost  in  tl 
Pacific. 

— Charles  T.  Perin  Jr. 
Oxford,  Ohio 


ra 

r. 


Learning  disability 

Sir:  Re  your  (Feb.  22)  review  of  Gera 
Coles'  Hye  Learning  Mystique.  This 
view  poorly  reinforces  the  idea  of 
"learning  disability  industry."  In  fac 
within  this  field  there  are  wide  diffe: 
ences  in  philosophical  viewpoint  an 
classroom  technique.  There  are  ni 
merous  private  educational  institi 
tions  whose  efforts  are  minimize 
and  demeaned  by  being  lumped  wit 
the  public  school  model. 
—Ronald  A.  Walker 
Director  of  Affiliated  Programs, 
We  dePaul  Schools 
Louisiille,  Kv 


/uking  it  to  the  streets  in  (  olombia 


Happy  families 

Sir:  Re  your  story  about  Canton  Indus 
trial  Corp.  ("I  went  to  Harvard  witl 
Liza,"  Apr.  4).  In  1982  Internationa 
Harvester  Co.  made  an  announcemen 
to  close  or  sell  the  Canton  plant.  If  thi 
plant  were  to  be  closed,  then  it  mos 
likely  would  be  demolished.  Thi 
would  mean  that  the  largest  industria 
employer  of  this  area  would  be  gont 
and  the  building,  with  a  good  stronj 
tax  base,  would  also  be  gone.  The  com 
munity  would  be  left  with  high  unem 
ployment  and  a  33-acre  vacant  lot  ii 
the  middle  of  town. 

Efforts  were  launched  by  the  city  o 
Canton  to  find  a  buyer.  The  persor 
that  finally  did  purchase  the  plant  was 
Joseph  Driscoll  Jr.  of  Cleveland.  Man) 
decisions  have  been  made  since  then 
some  good  and  some  bad.  The  mair' 
thing  is  that  Canton  still  has  a  plant 
and  there  have  been  nearly  200  fam 
ilies  that  have  made  a  living  there.  We 
are  proud  of  Joseph  Driscoll  for  help- 
ing Canton's  plant  provide  jobs  for  oui 
citizens. 

— Donald  E  Edwards 
Mttvor, 
Canton,  III 
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If  the  cost  of  premiums 

A/as  all  that  mattered, 
Liberty  Mutual 

wouldn't  be  the 
gest  insurer 

irfAmericais 

forking  men 

and  women. 


It's  a  fact. 

Any  insurance  company  can  write  a  cheaper  workers  compensation  policy  today.  The  question  is: 
hat  will  it  cost  you  down  the  road? 

At  Liberty  Mutual  we  believe  in  a  philosophy  of  doing  business  that  more  than  100,000 
nerican  businesses  believe  in. 

Put  simply —all  of  our  services  are  designed  to  help  you  reduce  the  "final  cost"  of  your  insurance. 

We  believe  that  working  together  we  can  create  a  safer  working  environment  that  will  help 
•event  accidents  before  they  happen,  resulting  in  a  lower  "final  cost!' 

We  believe  that  our  expertise  in  controlling  disability  costs  and  our  ability  to  put  people  back  to 
ork  results  in  a  lower  "final  cost!' 

We  believe  that  building  long-term  relationships  result  in  a  lower"finaI  cost!'  In  good  times.  And  bad. 

We  believe  that  dealing  without  brokers  or  middlemen  results  in  a  lower  "final  cost!'  All  our 
eople's  energies  are  working  for  you. 

We  believe  that  putting  a  team  of  our  people  where  you  are  gives  us  a  unique  service  capability 
lat  results  in  a  lower  "final  cost!' 

We  have  a  philosophy  that  works.  A  philosophy  that  has  not  only  made  us  the  leader  in 

n/irDir-A  dct  uti/itc  iivt  Workers  Compensation  for  the  past 

JV1LKILA  bLLIL Vtb  IN  51  years?  but  also  one  of  the  leaders       LIBERTY  I 

IBERTY  MUTUAL  INSURANCE.       in  Liability  and  Property  insurance.       MUTUAL. 

1  Liberty  Mutual  Insurance  Group/Boston 


THE  CELLULAR  COMMUNICATIONS  CONNECT! 


These  days,  when  people  communicate, 

Hi.  What7  Did  you  call  Ann7 

it  takes  an  array  of  high-tech  equipment 
Hold  on...  ITS  FOR  THE  WEST  WALL' 

to  make  it  possible.  But  more  important, 
Chicken  pox? 

it  takes  dedicated  professionals  to  make 
HEY.  LARRY1 

the  technology  work.  So  when  you  connect 
I'm  leaving. 

with  Centel,  we  connect  you  with  people 
COME  HERE  A  MINUTE1 

before  we  connect  you  with  technology. 
Because  /  want  to 

Because  that's  what  communicating 
PERFECT' 

is  all  about. 
Okay.  See  you  soon  YES!  Good-bye. 


CENTEL 


WHERE  PEOPLE  CONNECT 


«INESS  SYSTEMS  •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

Lommuntcations.  write  Department  C  8725  Higgms  Road.  Chicago.  IL  60631  ©1987  Centel  Corporation 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Rorbes,  Editor-in-Chief 


ISN'T  IT  GREAT  THAT  SIX  MONTHS  AFTER  THE  MARKET'S  SUPER  PLUNGE 

our  economy's  suffering  the  problems  of  resurgence,  not  recession/depression. 


NOW  BRITS,  FRENCH,  SOVIETS  AND 

While  never-say-die  critics  rant  and  cant  despite  or 
ecause  of  the  success  of  supply-siders  in  the  U.S.,  long- 
ocialized  Great  Britain  and  France  are  now  eagerly  march- 
ig  to  the  supply-side  tune.  They  are  finding  out  what  the 
J.S.  has  found  out  under  both  Kennedy  and  Reagan:  Signif- 
l:ant  cuts  in  income  tax  rates  bring  in  more  revenue  and 
ring  about  more  employment.  Entrepreneurs  are  motivat- 
d  to  do  their  thing,  which  is  to  start  up  or  expand 
nterprises. 

So  today,  throughout  free  Europe,  tax-cut  forces  flourish. 

And  the  linchpin  of  unfree  Europe,  Red  Russia,  is  em- 
racing  the  essence  of  free  enterprise — struggling  to  en- 
ourage  entrepreneurs  by  letting  them  profit  from  their 
wn  increased  efforts  on  the  job  and  on  their  own  time. 

Communist  China  started  down  the  capitalist  garden 
ath  (everything's  relative,  you  know)  a  couple  of  years 
head  of  the  more  ossified  U.S.S.R.ers. 

It's  time  we  took  time  to  cheer  our  supply-siders.  Those 
heers  should  be  loud  enough  to  be  heard  by  the  too 
lumerous  antediluvian  economists  who  sound  off  so  audi- 
»ly  on  Capitol  Hill  and  in  the  councils  of  some  presiden- 
ial  aspirants.  It.  wouldn't  hurt  if  these  cheers  were  also 
leeded  by  Alan  Greenspan. 

The  whole  matter  was  put  beautifully  by  Richard  Rahn, 
:hief  economist  for  the  U.S.  Chamber  of  Commerce,  in  the 
Vail  Street  Journal. 

"Despite  the  fact  that  Ronald  Reagan's  program  of  sup- 
•ly-side  economics  was  only  partially  implemented — the 
ax  cuts  were  delayed,  the  spending  goals  were  never 
ichieved  and  the  Federal  Reserve  didn't  follow  the  initial 


CHINESE  ARE  SUPPLY-SIDERS,  TOO 

plan — the  achievements  of  the  supply-side  revolution 
have  been  very  impressive. 

"We  have  achieved  the  highest  continuous  peacetime 
real  rate  of  average  economic  growth  during  any  five-year 
period  in  our  nation's  history.  We  now  have  a  record 
number  of  Americans  at  work,  a  record  high  percentage  of 
our  adult  populations  at  work,  a  record  rate  of  high-  and 
middle-wage  new  job  creation,  a  record  rate  of  industrial 
output,  a  record  rate  of  new  business  incorporations,  a 
record  rate  of  real  per-capita  personal  income  and  the 
highest  absolute  rate  of  manufacturing  productivity  of  any 
country  in  the  world. 

"It  is  simply  and  irrefutably  true  that  supply-side's  op- 
ponents were  basically  wrong  and  its  advocates  were  es- 
sentially right. 

"The  supply-side  economists,  writers  and  politicians 
not  only  continue  to  go  uncelebrated,  they  continue  to  be 
maligned  by  the  establishment,  the  media  and  the  aca- 
demics of  the  major  universities.  I  do  not  know  why  the 
winners  of  a  philosophical  war  that  has  gone  at  least  50 
years  are  not  hailed  and  applauded  as  the  victors  they  are. 
But  I  am  reminded  of  the  observation  that  the  quickest 
drying  substance  that  exists  is  tears  of  gratitude." 

The  winner  of  the  next  presidential  sweepstakes  will 
certainly  be  one  who's  made  clear  that  he's  at  heart  a 
supply-sider — which  is  nothing  more  and  nothing  less 
than  one  who  thinks  letting  Americans  keep  more  of  the 
money  they  earn  and  submitting  Americans  to  less  gov- 
ernmental dominance  is  the  only  way  to  ensure  ongoing, 
vibrant  growth  in  the  economy. 
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WHY  DO  BUSINESSES  SUPPORT  THE  ARTS 


and  what  are  the  quid  pro  quos? 
Vice  President  and  Associate  Publisher  Christopher 
s  has  primary  responsibility  for  Forbes'  own  siz- 
able, varied  and  ongoing  art  collections.  Kip,  along  with 
Publisher  Jim  Dunn,  represents  Forbes  Magazine  in  its 
joint  activities  with  the  Business  Committee  for  the 

Question:  My  question  is  a  very  obvious  one  and  that  is: 
Why  do  businesses  support  the  arts  and  what  are  the  quid 
pro  quos?  For  example,  will  the  arts  have  a  chance  mainly 
in  those  corporations  where  there  is  a  CEO  who  collects 
art  or  practices  music  or  whatever? 

Forbes:  It  doesn't  hurt  if  a  CEO  is  involved  in  the  arts, 
but  corporations  are  getting  comfortable  with  the  arts.  In 
the  last  20  years,  they've  made  great  strides.  You  now  find 
CEOs  who  are  as  proud  of  what  they're  doing  for  the  arts 
and  the  corporation's  involvement  in  the  arts  as  they  are 
with  their  golf  scores. 

The  relationship  with  business  and  the  arts  for  our  own 
company  has  had  some  very  positive  bottom-line  effects. 
In  the  old  days,  my  father  used  to  joke  that  having  the 
Faberge  eggs  in  the  lobby  would  con- 
vince people  that  we  were  solvent  as 
they  came  in  for  |a  Forbes  business] 
lunch.  We  use  the  arts  for  everything 
from  putting  paintings  on  gift  subscrip- 
tion cards  to  inspiration  for  editorials  to 
ways  of  improving  morale  throughout 
our  offices. 

Last  year,  the  magazine  celebrated  its 
70th  anniversary.  We  had  four  different 
traveling  exhibitions  from  the  Forbes 
Collection  go  to  almost  20  cities  in  the 
U.S.  and  Europe,  which  sounds  like  a 
wonderful  gesture,  but  in  every  one  of  those  cities  we  used 
whatever  the  venue  was  to  toot  our  own  horn.  More  and 
more  corporations  are  doing  the  same  thing. 

Q:  What  are  some  of  the  ground  rules  in  the  relationship 
between  business  and  the  artist?  Should  the  business 
person  have  any  say  over  the  content  of  an  artist's  work? 

CF:  I  don't  think  corporations  give  to  a  performing  arts 
company  or  give  to  the  decorative  arts  with  the  idea  that 
they  have  to  have  control  over  the  content.  If  it's  a  com- 
mission for  a  mural  in  the  lobby,  there  are  certain  con- 
fines— i.e.,  the  size  of  the  space — but  I  don't  think  there's 
much  direction  of  content.  That  kills  what  you  are  trying 
to  do  to  begin  with. 

Q:  In  terms  of  corporate  giving,  does  it  seem  as  if  the  arts 
arc  in  competition  with  other  charities,  so  to  speak,  and 
what  are  the  arguments  that  the  arts  should  be  making  or 
how  do  we  look  at  this  as  really  two  different  elements? 

CF:  Yes,  for  philanthropic  dollars  the  arts  do  compete 
with  a  whole  battery  of  very  worthy  causes — health,  edu- 
cation, poverty.  There  are  many  more  compelling  areas, 
very  often,  than  the  arts. 

The  arts  really  shouldn't  be  out  there  with  the  tin  cup 

because  art,  unlike  some  of  the  other  causes,  offers  real 

value  in  return  and,  increasingly,  the  business  support  for 

the  arts  is  coming,  not  out  of  the  philanthropic  budget,  but 

out  of  ihe  marketing,  advertising  or  promotion  budgets. 

ponsor  ot  the  arts,  in  many  ways,  has  as  many 

is  sponsoring  a  golf  tournament  or  being  associat- 

lthletit  program.  Less  and  less,  I  think,  will  we 

support  coming  from  the  philanthropic  budget  and 

r  parts  of  the  corporate  budget. 

luizations  in  Rhode  Island  have  gone  for 
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Arts.  At  a  Business  and  Arts  Conference  sponsored 
the  Rhode  Island  State  Council  on  the  Arts  and  th< 
state's  Department  of  Economic  Development,  Kip  wa: 
queried  on  many  aspects  of  the  relationships  of  busines: 
to  the  arts. 
Herewith,  some  extracts: 


support  primarily  from  the  bigger  companies,  and  there  is  i 
limit  as  to  how  much  the  giver  companies  can  continue  tc 
give.  Do  you  have  any  thoughts  or  suggestions  as  to  how 
small  businesses  can  get  involved  in  supporting  the  arts? 

CF:  Obviously,  the  big  corporations  are  always  the  mosi 
visible  targets.  The  arts  organizations  have  to  get  to  know  l 
which  major  corporations  are  in  their  area,  and  have  to  try  tc 
get  individuals  within  the  corporations  involved,  either  by 
asking  them  outright  for  a  contribution  or  by  showing  them 
that  having  a  performing  arts  festival  in  their  town,  where 
their  headquarters  are,  can  produce  benefits  for  their  em , 
ployees  and  benefits  in  terms  of  local  public  relations. 

Coverage  by  the  Fourth  Estate  is  one  of  the  reasons  why 
the  arts  are  being  successful  in  getting  more  of  the  promo- 
tion budget  because  it  is  very  positive 
feedback.  The  arts  organizations  should 
approach  small  manufacturers  to  per- 
suade them  of  the  value  received  by  the  " 
corporation  in  sponsoring  arts  activities. 
Q:  Do  you  have  to  do  this  on  a  one-to- 
one  basis?  Is  that  really  the  only  way  of 
success? 

CF:  It's  sort  of  like  any  sales  call.  You 
try  to  find  somebody  who  knows  some- 
body who  knows  somebody  who's  on  the 
board  of  directors.  You  want  to  know, 
that  your  letter  or  phone  call  is  actuall 
going  to  be  directed  at  a  specific  individual.  It's  no  differ 
ent  from  making  a  sale  for  anything  else. 

Q:  What  is  the  advantage  of  a  small  manufacturer  gett: 
involved?  Is  it  a  personal  advantage  or  a  profit  advantage? 

CF:  Both.  If  you've  just  opened  a  shop  in  town,  good  p.r. 
is  always  a  positive  thing.  To  attract  good  people  to  a 
company,  you  have  to  have  a  relatively  positive  communi 
ty  image.  This  is  the  real  bottom  line.  It's  no  different  from 
any  other  public  relations  or  advertising  endeavor.  The 
specific  benefits  accruing  to  a  company  are  always  hard 
trace,  but  good  will  and  positive  image  are  all  ingredie: 
to  running  a  successful  business. 

Q:  What  sort  of  impact  do  you  think  the  recent  changes 
in  the  tax  laws  will  have  on  corporate  giving  to  the  arts? 
CF:  Once  the  dust  settles  and  the  accountants  have 
decided  exactly  what  the  ramifications  are,  I  don't  foresee  it 
having  a  negative  impact.  The  impulse  toward  generosity  is 
an  American  characteristic  that's  heavily  ingrained.  I  think 
the  tax  law  isn't  going  to  hurt  the  impulse.  A  negative 
economy  might  hurt  it  more,  but  that'll  hurt  a  lot  of  things. 
Q:  In  the  arts  community,  it's  assumed  that  businesses 
will  only  sponsor  an  exhibition  of  Nineteenth  Century 
painting  or  they  will  only  do  certain  things  because  they 
know  what  they'll  get,  like  buying  a  product  or  hiring 
someone.  What  kind  of  chances  can  you  expect  businesses 
to  take  in  the  arts  if  someone  is  still  on  unfamiliar  turf? 

CF:  Not  every  program  is  for  every  corporation.  But  I 
think  more  and  more  the  ones  that  are  used  to  giving  to  the 
arts  are  more  apt  to  be  open-minded.  Corporations  are  just 
as  inclined  to  give  with  no  say  that  it  has  to  be  mainstream 
as  government  sources  or  any  other  sources.  A  variety  of 
funding  is  there  for  an  incredible  spectrum  of  undertakings. 
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CONSIDERING  GLASNOST  AND  OTHER  GORBY  GOODIES, 

n't  it  surprising  that  the  Soviet  leader  hasn't  pardoned 
le  young  German  pilot  Mathias  Rust  for  his  tiny  plane's 
abbergasting  visit  to  Red  Square? 

Thanks  to  Mr.  Rust's  assistance  in  demonstrating  the 
Drousness  of  Impenetrable  Borders,  Mr.  Gorbachev  was 
ale  to  dispose  of  some  unglasnosty  military  hard  noses 
ying  to  block  his  efforts  at  change. 

While  it's  understandable  that  the  Kremlin's  new  lead- 
rship  couldn't  give  Mr.  Rust  the  medal  he  deserves  from 
lem,  keeping  him  imprisoned  at  hard  labor  suggests  that 
ideed  the  new  Soviet  boss  still  has  to  step  warily.  "Mr.  Rust!  What  an  unexpected  pleasure! 

"OPEN  COVENANTS,  OPENLY  ARRIVED  AT" 


When  Woodrow  Wilson  called  for  this  procedure  by  the 
Jlies  during  the  drafting  of  the  Treaty  of  Versailles  that 
nded  World  War  I  (and  seeded  the  outbreak  of  World  War 
.),  the  maestros  of  the  victorious  powers  were  appalled  by 
is  naivete. 

The  resulting  ridicule  curdled  both  the  Treaty  and  the 
hance  for  the  League  of  Nations  to  be  accepted  by  the 


American  Congress.  And  triggered  the  stroke  that  eventu- 
ally ended  Woodrow  Wilson. 

But,  voila!  Seven  decades  later — thanks  to  high-tech 
superbugging  saturation,  we  now  really  do  have  open 
diplomacy,  "open  covenants,  openly  arrived  at." 

With  no  one,  no  place,  nothing  unbuggable  or  totally 
debuggable,  Woodrow  Wilson's  dream  is  a  reality. 


THE  HARDEST  CANCER  TO  CUT  OUT 

is  self-sympathy. 


THE  MORE  SYMPATHY  YOU  GIVE 

the  less  you  need. 


BOOKS 


The  i 
CHRISTOPHER  COLUMBUS 

a 

•  The    Log    of    Christo- 
pher     Columbus:      His 

Own  Account  of  the 
Voyage  that  Changed  the 
World — translated  by 
Robert  H.  Fuson  (Inter- 
national Marine  Publishi- 
ng Co.,  $29.95).  Scholars  argue  over  various  versions  of 
I  he  lost  original  log  kept  by  the  great  explorer.  But  for 
he  rest  of  us  this  clearly  presented,  Robert  Fuson 
endering  is  fascinating  stuff,  reducing  a  figure  of  our 
hildhood  mythology  to  human  proportions,  with  very 
[mrnan  failings.  An  absorbing  read. 

^Ixcerpts:  Had  Columbus  known  the  correct  value  of  a 
degree  (approximately  69  statute  miles  at  the  Equator)  he 
'.night  never  have  embarked  on  such  a  long  voyage  over 
)pen  ocean.  His  belief  that  the  earth  was  much  smaller 
\han  most  of  his  contemporaries  thought  was  one  of  the 
nost  fortunate  mistakes  in  history.  .  .  .  Saturday,  6  Octo- 
j  ier  1492:  This  evening  Martin  Alonso  Pinzon  told  me  that 
lie  thought  it  would  be  wise  to  steer  to  the  SW  by  west  in 
\nder  to  reach  the  island  of  Japan,  which  is  marked  on  the 
\~-hart  that  I  had  shown  him.  In  my  opinion  it  is  better  to 
continue  directly  west  until  we  reach  the  mainland.  .  .  . 
\Tuesday,  23  October  1492:  I  want  to  leave  today  for  the 
I  sland  of  Cuba,  *  which  I  believe  to  be  Japan,  according  to 
he  signs  these  people  give  of  its  magnificence  and  wealth. 
'Cuba.  This  is  the  first  correct  spelling  of  the  Indian 
name.  It  is  one  of  the  few  native  place-names  that  has 
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Too  Funny 

TO  BE 

PRESP 

MORRIS  H. 

UDALL 

survived.  .  .  .  Monday,  3  December  1492:  Thesepeople  are 
like  the  others  I  have  found  and  have  the  same  belief: 
they  believe  that  we  come  from  Heaven,  and  whatever 
they  have  they  trade  for  whatever  is  offered  them,  without 
ever  saying  it  is  too  little.  I  believe  they  would  do  the 
same  thing  with  spices  and  gold  if  they  had  them. 

•  Too  Funny  To  Be  President— by 

Morris  K.  Udall  (Henry  Holt  &  Co., 
$17.95).  As  a  man  and  a  Congress- 
man, Mo  Udall  more  than  merits  a 
solid  •.  But  99%  of  most  of  what 
passes  for  humor  in  politics,  no 
matter  how  leavened  by  whom,  is 
pretty  leaden.  In  mining  these  249 
pages,  you'll  find  a  few  precious  bits  of  wit. 

Excerpts:  Barry  Goldwater  was  the  only  politician  I've 
ever  met  who  could  get  God,  motherhood,  the  flag,  and 
the  Fourth  of  July  into  one  sentence  of  his  speech.  He'd 
say,  "You  know,  I'll  always  remember  how  as  a  little  kid 
my  mother  would  take  us  down  to  the  courthouse  after 
church  on  the  Fourth  of  July  to  see  them  raise  the  flag." 
They  probably  stopped  for  apple  pie  on  the  way  home.  .  .  . 
A  senator,  frustrated  by  the  continuing  strife  in  the  Mid- 
dle East,  recently  wondered,  "Why  can't  the  Jews  and  the 
Arabs  just  sit  down  together  and  settle  this  like  good 
Christians!" .  .  .  When  Thad  Stevens  was  gravely  ill,  a 
friend  visited  him  and  said,  "Thad,  you  look  well — your 
appearance  is  good."  Stevens  smiled  weakly,  "Ah,  John," 
he  replied,  "it's  not  my  appearance  that  concerns  me  now, 
but  rather  my  disappearance. " 
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One  thing  we  make  is  designed  solely 


pleasure  of  our  stockholders,  find  it. 


For  target  shooters,  we  have  Crosman, 
the  worlds  largest  airgun  company. 


For  food  and  drinks,  we're  the  leader  in  coolers  and  jugs. 


For 

paddlers, 
\  we're  the 
'  most 
popular 


For  people 
in  the  dark, 
we  make 
more  lanterns 
than  anyone. 


For  larger  lawns,  we've  acquired 
another  leader,  Dixon.8 


And.  yes,  for  our  stockholders:  nine  consecutive  quarters 
of  record  sales  and  dramatically  improved  earnings. 


nplete  look  at  all  our  activities,  including  the  one  our  stockholders  love  most  call  800-255-2550. 


imiiitm 


NYSE  Symbol  CLN 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


After  36  Ballots 

Republican  James  A.  Garfield,  the 
only  representative  ever  elected  Presi- 
dent, was  nominated  for  President  in 
1880  after  36  ballots.  Garfield  defeat- 
ed Democrat  Winfield  S.  Hancock  by 
an  eyelash— 1,898  votes  of  9.2  mil- 
lion, or  0.02  percent.  Only  a  few 
months  after  his  inauguration,  he  was 
shot  by  a  disgruntled  office-seeker  in 
Washington's  Union  Station;  he  died 
in  September  of  his  first  year  in  office. 
— New  York  Times 


Tax-Cut  Competition 

The  European  tax  regimes  had  to 
give  way  once  the  deep  cuts  in  the  top 
marginal  rates  in  American  income 
tax  took  effect  this  year.  As  the  British 
start  to  enjoy  the  fruits  of  [lowered  top 
tax  rate  from  60%  to  40%),  attention 
will  turn  to  West  Germany,  where  the 
coalition  is  working  on  long-delayed 
tax  reform  at  the  moment;  to  Japan, 
where  Premier  Takeshita's  govern- 
ment is  wrestling  with  similar  issues; 
and  to  France,  where  Jacques  Chirac, 
who  has  so  far  hesitated  on  radical 
reform  of  the  top  rates,  now  is  pursuing 
an  uphill  struggle  for  the  presidency. 

Not  least,  of  course,  the  internation- 
al competition  in  tax  cutting  will  come 
full  circle  to  the  United  States.  The 
leading  Democratic  presidential  can- 
didates  feel   constrained   in   talking 


yourself  in  a  stiver 
the  J  1st  century  " 


about  new  taxes,  but  Jesse  Jackson  and 
Rep.  Danny  Rostenkowski  do  not. 

State  governments  in  the  U.S.  were 
quick  to  recognize  that  their  tax  appe- 
tites conflicted  with  aspirations  of  in- 
dustrial development.  In  an  increas- 
ingly interdependent  world,  national 
governments  face  precisely  the  same 
constraints,  as  any  post-Reagan  Presi- 
dent will  have  to  recognize. 

— Wall  Street  Journal  editorial 

Overdozed 

Judith  J.  Wurtman  in  her  book 
Managing  Your  Mind  and  Mood 
Through  Food  tells  of  a  woman  who, 
to  negotiate  a  big  deal,  went  with  a 
male  adversary  to  a  restaurant  with 
slow  service  and  wonderful  fresh- 
baked  bread.  The  woman  abstained, 
but  the  man  inhaled  a  whole  loaf 
before  the  appetizer  arrived.  By  over- 
dosing on  carbohydrates  before  con- 
suming any  protein,  the  man  became 
about  as  alert  as  a  piece  of  furniture. 
In  the  ensuing  negotiations,  the 
woman  destroyed  him. 
— Andrew  Feinberg,  New  York  Times 

Times  Square 

When  G.K.  Chesterton  first  saw 
Times  Square  at  night,  he  said,  "How 
thrilling  it  would  be,  if  only  one 
couldn't  read!" 

— Hodgepodge,  by  J.  Bryan  III 

Arms  Out,  Coat's  There 

As  the  campaign  plane  arrived  at  a 
stop,  Nelson  Rockefeller  first  combed 
his  hair.  Then,  if  it  was  cold  or  raining, 
he  stood  in  the  aisle  and  reached  his 
arms  back,  knowing  his  coat  would  be 
there.  He  never  carried  anything.  The 
inevitable  briefcases  and  folders  were 
lugged  about  by  advance  men.  His 
advance  team  had  firm  instructions — 
they  were  never  to  touch  him,  to  inter- 
pose themselves  between  him  and  the 
people.  A  point  man,  arm  raised,  went 
ten  feet  ahead  to  show  the  way,  and  a 
bodyguard  and  another  advance  man 
served  as  Nelson's  flankers,  a  few  feet 
off  each  shoulder,  whispering  the 
names  of  upcoming  notables.  His  ad- 
vance staff  spared  him  the  seeming 
clumsiness  of  a  Jerry  Ford  stumbling 
down  steps  or  banging  his  head  on 
airplane  hatches.  "You  can't  concen- 
trate on  meeting  people,  greeting  dig- 
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nitaries  and  still  know  where  your  feel 
are,"  Joe  Canzeri  explained.  "I'd  wallT 
alongside  him  whispering,  'Up  two 
steps  here.  Duck  your  head  now.  Curq 
here!'  All  the  while  he'd  be  smiling| 
waving,  talking  to  the  people." 

— The  Imperial  Rockefeller! 
by  Joseph  Persicq 

Better  Cab  Driver 

Many  cab  drivers  just  seem  to  be) 
mildly  insane.  I  would  rather  pa) 
and  just  let  the  guy  sit  in  the  back 
while  I  drive. 

— Fran  Lebowitz,  Timt 


I  want  to  be  in  businesses 
so  good  that  even  a  dummy 
can  make  money. 

— investor  wizard  Warren  Buffe 


NO  Tap  on  the  Tappers 

During  The  Ford  Administration, 
the  Soviets  had  intercepted  phone 
calls  from  nearly  half  a  dozen  places 
in  the  Washington  area.  U.S.  intelli- 
gence had  read  some  of  the  Soviet 
"take"  from  these  phone  calls,  includ- 
ing some  of  what  went  back  to  Mos- 
cow, but  Ford's  Justice  Department 
had  instituted  a  rule  that  inhibited 
the  FBI  and  the  NSA  from  continuing 
this  practice,  in  order  to  protect  the 
privacy  of  U.S.  citizens.  Edward  Ben- 
nett Williams  [counsel  for  former  CIA 
Director  Richard  Helms]  thought  it 
ridiculous — the  Soviets  could  tap 
calls,  but  not  the  U.S.  intelligence 
agencies.  "They  were  stealing  and  we 
couldn't  look  in  our  pockets  to  see 
what  had  been  taken,"  Williams  said. 
— Veil,  by  Bob  Woodward 

Mich  Mash 

The  Wall  Street  Journal  cited  these 
gems  from  a  recent  session  of  the 
Michigan  legislature: 

•  "Before  I  give  you  the  benefit  of 
my  remarks,  I'd  like  to  know  what 
we're  talking  about." 

•  "There  comes  a  time  to  put  prin- 
ciple aside  and  do  what's  right." 

•  "This  bill  goes  to  the  very  heart  of 
the  moral  fiber  of  human  anatomy.  " 

•  "It's  a  step  in  the  right  direction, 
it's  the  answer,  and  it's  constitution- 
al, which  is  even  better." 

•  "From  now  on,  I'm  watching  ev- 
erything you  do  with  a  fine-toothed 
comb." 

— Too  Funny  To  Be  President, 
by  Morris  K.  Udall 
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MONTBLANC  MASTERPIECE 

THE     CLASSIC     OF   THE    FUTURE 

...for  people  who  aspire  to  the  finer  things  of  life. 
The  fountain  pen  is  designed  with  a  handcrafted  14-carat  gold  nib  with  platinum  inlay.  This  pen 
and  the  ballpoint  are  highly  polished  writing  instruments  featuring  gold-plated  fittings. 
The  Montblanc  Masterpiece  is  a  world-famous  classical  design— 
an  eloquent  expression  of  your  personality  and  individual  life  style. 

,     Exclusive  U  S  and  Canadian  Representative  KOH-I-NOOR  RAPIDOGRAPH  INC  100  North  St    Bloomsbury  NJ  08804  (201)  479-4124 
InCanada  1815  Meyerside  Dr   Mississauga,  Ont  L5T  1G3  (416)  671  0696 


cans  can      nClpaM nr       naS  &ecu  thej^      pai  Fin ^         ,A  bu 

,3rhe  Banker*  Lite        service  rne k^  Des  m    ^.tflgflP 

merlv  Ithe  largest/  irw  |t  dldn  t  na^ 
one  of  tne  nca  Bui  ve  bee., 
^miiDS  m  >*!'  Ang  years  vv         r  CL 


t\nc»P 


'financial 
Group 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


EXTRA!  EXTRA!  READ  ALL  ABOUT  IT! 


Will  the  budget  deficit  go  the  way  of  the  energy  shortage? 

Thanks  to  congressional  spending  restraints,  a  strong 
economy  and  growing  Social  Security  surpluses,  that  pos- 
iibility  is  no  longer  remote.  A  front-page  New  York  Times 
irticle  the  other  day  breathlessly  reported:  "The  prospect 
)f  a  federal  budget  surplus  is  beginning  to  stir  wonder  and 
ncredulity  in  Congress,  and  some  economists  and  legisla- 
ors  have  begun  to  ask  if  con- 
victs over  surpluses  will  be    ( New  Issue  on  Budget  Horizon: 

;ven  stormier  than  the  deficit 
struggles  of  the  Reagan  years." 


shoveling  out  money  as  if  we  still  had  8%  or  10%  infla- 
tion. Then  came  Hollings-Gramm-Rudman.  The  budget 
environment  changed  dramatically.  Spending  growth 
plummeted  from  11%  in  1985  to  just  under  1.5%  in  1987. 
The  task  now  is  to  make  sure  that  federal  outlays  expand 
less  than  the  economy,  something  that  Congress  did  last 
year  and  will  do  again  this  one. 

Social  Security.  The  system 
is  piling  up  surpluses;  receipts 

What  to  Do  About  Surplusesi    *ow  ^eatly  ex(f ed  outlays1 

Dependmg  on  what  actuarial 


WASHINGTON,  April  1  -  It 
may  be  hard  to  believe  in  this  era 
of  enormous  Federal  budget  defi- 
cits, but  the  Government  could 


Some  policymakers  are  fret- 
ting that  "if  the  [budget]  sur- 
plus is  allowed  to  keep  grow- 
ing as  projected,  it  could  result  in  a  serious  drag  on  the 
nation's  economy  as  the  government  soaks  up  money  that 
people  would  otherwise  be  free  to  spend." 

Are  these  projections  any  more  plausible  than  those  that 
had  gargantuan  shortfalls  plaguing  the  nation  "as  far  as  the 
eye  could  see"?  After  all,  in  the  1970s  we  were  always 
treated  to  the  prospect  of  a  balanced  budget — just  a  few 
years  down  the  road. 

The  answer  this  time,  surprisingly,  is  yes,  if  we  avoid  a 
Dukakis  presidency  next  year.  Here's  why. 

Inflation.  During  the  1970s,  economists'  computer 
models  recognized  that  inflation  gave  the  government 
windfall  revenues,  which  is  why  Jimmy  Carter,  with  deep 
sincerity,  promised  that  he  would  balance  the  budget.  Not 
actored  in  was  the  fact  that  inflation  invariably  leads  to  a 
serious  recession  that,  in  turn,  leads  to  record  deficits. 
Current  projections  largely  avoid  this  trap. 

The  Economy.  Thanks  to  Reaganomics,  the  U.S.  is  expe- 
riencing its  longest  peacetime  boom.  A  healthy  economy 
means  healthy  tax  receipts. 

Income  Tax  Cuts.  The  key  to  this  expansion  was  Rea- 
gan's tax  rate  reductions.  Those  horrific  red  ink  predic- 
tions, however,  assumed  that  the  economy  would  benefit 
little  from  letting  people  keep  more  of  what  they  earn.  The 
activity  generated  by  such  an  incentive  was  never  factored 
into  econometric  models.  Also  left  out:  less  tax  avoidance. 

Spending.  Until  a  couple  of  years  ago,  Congress  was 

m 
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soon  be  showing  surpluses,  even 
decades  of  large  and  growing  sur- 
pluses. 

■  New  York  Times 


assumptions  you  use,  Social 
Security  may  run  out  of  money 
at  some  point  between  the 
years  2015  and  2175.  But  in  the  next  20  years,  cumulative 
surpluses  should  exceed  $1  trillion.  How  will  we  keep 
such  a  mountain  of  unspent  money  intact?  That,  not  red 
ink,  is  the  real  question. 

Investment.  Much  of  the  recent  deficit  problem  resulted 
from  increased  federal  investment  in  long-lived  assets 
such  as  roads,  bridges,  dams,  battleships,  prisons,  hospi- 
tals, etc.  Businesses,  states  and  municipalities  usually 
separate  current  expenses  from  capital  expenditures.  Not 
Uncle  Sam.  Over  $50  billion  of  federal  outlays  can  be 
legitimately  financed  by  debt,  if  properly  depreciated. 

Monetary  Policy.  Volcker  squeezed  money  unnecessarily 
in  1984-86;  the  resultant  deflation  greatly  enlarged  the 
budget  shortfall.  The  majority  of  the  current  Fed  Board  isn't 
likely  to  countenance  such  nonsense  again. 

Interest  Rates.  Current  levels  are  still  significantly  high- 
er than  the  historic  norm,  thanks  to  the  volatile  dollar.  If 
the  Fed's  current  stable  dollar  policy  is  pursued,  interest 
charges  on  the  national  debt  will  drop,  eventually  saving 
tens  of  billions  of  dollars. 

Would  budget  surpluses  hurt  the  economy?  The  notion 
has  no  historic  validity.  The  extra  money  would  pay  down 
the  national  debt,  freeing  capital  for  other  purposes. 

As  the  budget  picture  improves,  will  congressional  spend- 
ing restraints  go  to  the  winds?  Probably,  unless  the  new 
President  asserts  his  right  to  exercise  the  line-item  veto, 
which  a  Bush  might  do,  but  a  Dukakis  would  certainly  not. 
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Any  company  can  tal 

Only  one  can  pi 


The  moment  IBM  introduced  the 
Personal  System/2  family,  the  race  was  on  to 
copy  or  "clone"  the  new  technology. 

Easier  said  than  done.  And  here's  why. 

When  IBM  set  out  to  make  the  new  com- 
puters, we  could  have  simply  installed  a  more 
powerful  chip  into  our  top  PC  performer,  as 
some  computer  companies  are  doing.  lb  us, 
that's  just  pushing  an  older  technology  to 
its  limits. 

Instead,  we  broke  ground  w  ith  a  new 
technology.  One  that  would  main- 
tain links  to  earlier  PCs,  meet  our 
customers  needs  for  more  power  and 
performance,  and  serve  as  a  platform 
lor  lulu  re  growth. 

lor  instance.  \ou  wanted  us  to 
give  you  more  standard  features,  and 
we  did.  hut  not  l>\  plugging  cards  into 
the  machine.  Instead,  we  came  up 
with  a  quieter,  more  reliable,  more 
compact  solution— a  single  hoard 
with  printer,  communication  and 
mouse  ports,  even  advanced 
graphics,  huilt  in. 

In  tact,  the  entire  technology  was 
developed  from  a  "total  system    philos- 
ophy—using IBM  components,  and  IBM 
chips, speciall)  designed  and  integrated 
to  send  overall  performance  and  re- 
liability up.  and  costs  down. 

We  could  even  have  been 
ni  to  direct  infor- 
i  through  a 


traditional  "single  bus"  highway.  Instead, 
we  created  a  superhighway  called  Micro 
Channel  architecture  in  Models  50, 60  ai 
80,  a  much  more  efficient  method  of  sen 
ing  and  receiving  information. 

We  also  introduced  a  new  version  of 
DOS  which  taps  into  the  power  of  the  ne1 
systems  and  runs  current  soft- 
ware better.  And 


le  IBM  PS/2  apart. 

all  together. 


we  just  unveiled  a  new  operating  system, 
OS/2,  that  opens  up  a  world  of  possibilities. 
For  starters,  it's  compatible  with  today's 

fDOS,  protecting  your  investment  in  hard- 
f  ware  and  software.  It  works  beautifully  with 
Micro  Channel,  making  it  easier  to  do  many 
jobs  at  once.  What's  more,  OS/2  establishes  a 
consistent  look  for  virtually  all  software  and 
systems,  part  of  a  blueprint  for  the  future  we 
call  Systems  Application  Architecture. 

Even  IBM's  legendary  dealer  network 
has  been  improved.  A  special  certification 
program  gives  dealers  advanced  training,  so 
service  and  support  are  even  stronger.  In  fact, 

support  comes  from  many 
sources— right  now,  hun- 
dreds of  outside  developers 
are  creating  new 
cards,  software  and 
peripherals. 

So  you  see,  the  world 
of  the  Personal  System/2 
is  far  greater  than  any 
single  computer  or  chip  or  component.  And 
if  you  don't  keep  your  eye  on  The  Bigger 
Picture,  you  can  just  wind  up  with  lots  of  bits 
and  pieces.  For  more  information,  see  your 
IBM  Marketing  Representative  or  authorized 
dealer.  For  the  name  of  a  dealer  near  you, 
call  1-800-447-4700. 


"Nobody's  got  U 

together  like  IBM!' 


L^±?h   The  Bigger  Picture 


IBM  is  a  registered  trademark,  and  Personal  System/2.  PS/2.  Operating  System/2.  OS/2  and 
Micro  Channel  are  trademarks,  of  IBM  Corporation   c  IBM  1988. 
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For  those  who 

appreciate  luxury  and  performance. 

No  matter  how  little  it  costs. 


For  those  with  a  passion 
for  driving  and  a  taste  for 
luxury,  Mitsubishi  offers  the 
Sigma.  Inside,  you'll  find 
a  wealth  of  standard  fea- 
tures, including  automatic 
climate  control,  power 
windows  and  door  locks, 
even  a  theft  deterrent 
system.  But  beyond  the 
number  of  features,  it's  the 
built-in  value  that  seems 
to  impress. 
Here's  what  Ken  Gross,  contributing  writer  of 

'•lie  Magazine  says  about  Sigma:  " . .  it's  the 
omprehensive  electronics  that  set  this  sport 
irt. . ."  He  goes  on  to  say  that  its  "technical 
nything  the  Germans  would  do  in  the  class 
$  for  a  lot  less  money. " 
)  see  just  how  much  Sigma  offers,  we  present  this 
i  iparative  chart.  When  you  see  how  much  you  get, 
we  think  your  choice  becomes  obvious. 


STANDARD 
MODELS 

ENGINE 

ELECTRONIC 

SUSPENSION 

WITH  RIDE 

HEIGHTS 

SPRING 

CONTROL  OPT 

ABS. 

ELECTRONIC 

ANTI-LOCK 

BRAKES,  OPT 

4-WHEEL 

DISC 
BRAKES 

SPEED- 
VARIABLE 
POWER  STEER- 
ING, W/DRIVER 
SELECT 
MODE 

FULLY 

AUTOMATIC 

CLIMATE 

CONTROL 

THEFT 

DETERRENT 
SYSTEM 

SPLIT 

F0LD-00WN 

REAR  SEAT 

1988 

PRODUC 

PRICES 

MITSUBISHI 

SIGMA 

3.0-liter 
EFIV-6 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

'16,95! 

NISSAN 
MAXIMA  GXE 

3.0-liter 
EFIV-6 

No 

No 

Yes 

No 

No 

Yes 

Yes 

'17,449 

TOYOTA 
CRESSIDA 

28-liter 
EFIInline-6 

No 

No 

Yes 

No 

Yes 

Yes 

No 

*20.65( 

ACURA 

LEGEND 

2.7-lrter 
EFIV-6 

No 

No 

Yes 

No 

No 

No 

No 

»22.30! 

•MFRS  SUGG  RE  TAIL  PRICE  ANDFEATURECOMPARISON  OF  BASE  MODELSWITH  AUTO  TRA) 
ACTUAL  PRICE  SET  BY  DLRS  TAX.  LICENSE,  FREIGHT,  DLR  OPTIONSANDCHARGESEXTRA  I 

CALL  1-800-447-4700  FOR  YOUR  NEAREST  DEALEI 


Mitsubishi. 

Suddenly,  the  obvious  choice™ 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Tax  reform  hasn't 

crimped  sources 

of  fresh  capital 


The  hot  markets 

now  are  low-tech 

and  medical 


The  old  failure  rates 
are  no  longer 
good  enough 


NEW  DIRECTIONS  FOR  VENTURE  CAPITALISTS 

The  venture  capital  business  is  changing,  in  terms  of  both  the 
sources  of  the  money  and  where  the  money  is  deployed. 

One  change,  the  growing  role  of  private  and  public  pension  funds,  has 
nothing  to  do  with  tax  reform  or  Black  Monday. 

Pension  funds  accounted  for  39%  of  the  record  $4.4  billion  raised  by 
private  venture  funds  in  1987,  up  from  31%  of  the  $3.4  billion  raised  in 
1983,  the  last  peak. 

And  state  governments  are  bigger  players.  State  social  insurance  and 
pension  funds'  investment  in  venture  funds  has  grown  from  $167 
million  in  1983  to  nearly  $500  million  last  year,  according  to  Venture 
Economics.  (No  surprise  there.  Surpluses  in  state  plans  have  grown 
from  $27.1  billion  in  1980  to  nearly  $52  billion  in  1987.) 

It's  plain  that  tax  reform's  raising  of  the  capital  gains  tax  rate  will  have 
less  effect  on  the  venture  capital  business  than  was  feared.  Pension 
funds  don't  pay  tax. 

Thus,  where  to  invest  is  more  of  a  problem  than  raising  the  funds. 

Today  just  15%  of  venture  funds  goes  into  the  high-tech  computer 
area,  half  the  share  of  three  years  ago.  Now  the  funds  look  elsewhere — 
including  low-tech  areas  like  retailing. 

U.S.  Venture  Partners  of  Menlo  Park,  Calif.,  has  $120  million  in 
retailing  startups.  All  aim  at  market  niches  (crafts,  specialty  clothes), 
affluent  customers  and — Nordstrom's  lesson — super  customer  service. 
Medical  clinics  (drug  abuse,  head  injury)  are  another  hot  market. 

Many  small  companies  hope  for  partnerships  (and  dollars)  from  large 
corporations  that  can  provide  distribution,  suppliers  and  customers. 
History  says  this  will  end  in  a  takeover  only  infrequently. 

Forbes'  new-issue  database  shows  that  only  55  new  issues  priced  at  $1 
or  more  went  public  in  the  first  three  months  of  1988,  a  drop  of  67% 
over  the  first  quarter  of  1987,  when  the  bull  market  was  still  running 
strong.  This  year's  first-quarter  crop  raised  a  mere  $810.3  million, 
compared  with  last  year's  $4.6  billion,  a  drop  of  82.43%. 

There  are  tiny  signs  of  activity — chipmaker  Maxim  Integrated  Prod- 
ucts and  voice-messaging  systems  maker  Octel  Communications  both 
floated  successfully  this  year. 

But  the  relative  lack  of  action  has  cut  the  price  of  new  private 
placements.  With  lower  costs  to  the  venture  funds  at  the  outset,  future 
returns  to  the  funds'  investors  should  improve  substantially  over  the 
15%  recent  average. 

In  the  present  quiet,  venture  capitalists  are  more  likely  to  be  picky, 
less  likely  to  tolerate  70%  to  80%  failure  rates  in  the  belief  that  one 
blockbuster — an  Apple  or  Federal  Express — will  bring  home  the  bacon. 

A  bull's-eye  (such  as  a  cure  for  AIDS  or  cancer)  is  always  possible,  but, 
as  in  other  U.S.  businesses,  venture  capitalists  have  toughened  their 
standards.  That  has  to  be  good  for  future  U.S.  competitiveness. 
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The  Forbes  Index 
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Consumers  are  still  optimistic.  The  Forbes  Index  was 
virtually  unchanged  in  February,  but  the  consumer  in- 
stallment credit  component  recorded  its  ninth  straight 
monthly  advance,  up  0.9%.  Since  May  1987  a  spending 
spree  has  pushed  this  component  up  7.1%,  to  a  record 
$625  billion,  ahead  of  the  growth  in  personal  income. 
Manufacturers'  new  orders  fell  1%  in  February,  while 


inventories  rose  0.5%.  Despite  lackluster  orders,  U.l 
industry  appears  to  be  getting  healthier:  Industrial  produc 
tion,  which  measures  output  at  the  nation's  factorie, 
mines  and  utilities,  has  increased  for  five  consecutiv 
months.  Some  industries  (e.g.,  steel)  are  improving  unde 
the  influence  of  trade  protectionism,  a  weak  dollar  an 
cost-cutting  steps  taken  when  the  dollar  was  stronger. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  ol  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturer-,  invrninno  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U  S  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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"  lt/s  c/  the  Four  Seasons  Hotel  Philadelphia. 
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!  ^Good  Hotel  ReactsToibur  Requests. 
AGmndHotelAnticipatesThem. 


A  grand  hotel  should  be 
Iged  not  simply  by  how 
ckly  it  responds  to  your 
uests,  but  by  how  few  re- 
>sts  you  find  it  necessary 
nake  in  the  first  place. 

Thus,  at  Four  Seasons, 
devote  an  enormous 
ount  of  time  to  anticipat- 
precisely  what  the  chang- 
;  needs  and  desires  of  our 
*sts  are  likely  to  be. 

Our  exclusive  Alterna- 
.  Cuisine  menu  selections, 
example,  were  developed 
anticipation  of  the  grow- 
;  number  of  people  who  ve 
:ome  careful  about  calories 
'et  no  less  discriminating 
xit  taste. 

We  also  recognize  that 
lile  business  travellers 


17  Four  Seasons  Hotels  Ud 


generally  want  to  eat  in  a  city's 
best  restaurants,  they  don't 
necessarily  want  to  leave  the 
hotel  to  do  so.  Which  is  why 
you'll  find  4-star  restaurants 
in  all  our  hotels. 

And  we  realize  that  the 
rigors  of  business  travel  often 
dictate  irregular  hours.  So 
we  offer  24-hour  room  service 
—with  food  prepared  by  our 
highly  acclaimed  chefs. 

But  the  Four  Seasons 
philosophy  of  anticipating 
needs  rather  than  reacting  to 
them  extends  considerably 
beyond  the  kitchen. 

We've  anticipated,  for 
instance,  that  many  people 
don't  want  travel  to  disrupt 
their  daily  routines— which 
is  why  we  provide  jogging 


maps  and  workout  gear  in  all 
our  hotels,  and  health  clubs 
in  many  of  them. 

And  since  many  of  our 
guests  prefer  to  travel  with 
only  carry-on  luggage,  we  of- 
fer overnight  pressing  and 
shoe  shining,  so  whatever  you 
bring  will  look  fresh  in 
the  morning.  And  we  furnish 
our  rooms  with  bathrobes, 
hair  dryers  and  other  essen- 
tials that  might  not  fit  into  a 
single  overnight  bag. 

We've  anticipated  all  this 
and  more  because  at  Four 
Seasons  we  staunchly  believe 
that  a  grand  hotel  should 
j>  adapt  to  its  guests.  Not 
the  other  way  around. 


UNITED  STATES 

Austin 

Boston 

Chicago  (1989) 

Chicago  The  Rilz-Carlton 

Da/las.  Las  Colinas 

Houston:  Center 

Houston:  Inn  on  the  Park 

Los  Angeles 

Maui  (1989) 

New  York:  The  Pierre 

Newport  Beach 

Philadelphia 

San  Antonio 

San  Francisco 

Santa  Barbara 

Seattle 

Washington.  DC 

CANADA 

Edmonton 

Mmaki:  Minafoi  Lodge 

Montreal 

Ottawa 

Toronto  Yorkville 

Toronto  Inn  on  the  Park 

Vancouver 

UNITED  KINGDOM 
London  Inn  on  the  Park 

For  reservations,  call 
in  the  US.  (800)  332-3442, 
in  Canada  (800)  268-6282 
or  call  your  travel  agent 
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lb  get  HMO  coverage  from  coast  to  coast,) 

It's  a  number,  in  fact,you  can  add  on  And  a  single  monthly  staten 

me  finger.  Because  all  it  takes  is  just  one  details  all  your  employees'  premii 

on  FromHMO-USA.  All  it  takes  isjust  one  call  to  j 

With  HMO-USA ,  a  single  contract  answers  to  all  your  questions.  Or  i 

es  you  coverage  in  over  200  markets,  signing  up  new  employees.  (That* 


re  to  talk  to  an  amazing  number  of  people. 

ise  when  they're  starting  work  in  growing  HMO  network  in  the 

al  different  states.)  country,  just  call  1-800-4-HMO-USA. 

Knd  you  can  receive  your  annual  There's  only      ■■     te^\  Blue  Cross 

val  rates  in  the  span  of  a  single  one  program  Km]  \K  W  |jue  shield 

b  find  out  more  about  the  fastest  like  it.  ■■       %? 
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Forbes 


What  is  the  surge  in  prices  of  base  metals  telling  us?  That  inflation 
is  returning.  Or  is  it  telling  us  something  else? 


Is  it  for  real 
this  time? 


By  Peter  Br  i  me  low 


Since  early  1987,  prices  of  base 
metals— nickel,  copper,  alumi- 
num, zinc,  steel  and  others 
heavily  used  in  industrial  produc- 
tion— have  been  on  the  move  again. 
But  several  times  bitten,  once  shy. 
After  the  boom  years  of  the  late  1960s 
the  apparent  base  metal  price  surges 
of  1973-74,  1979  and  1983-84  proved 
progressively  weaker  and  more  decep- 
tive. Capacity  increases  in  response  to 
them  were  expensive   mistakes.   So 


scarred  skeptics  abound. 

The  Economist's  metals  index  has 
increased  more  than  100%  over  the 
last  year  Individual  metals  have 
made  even  more  spectacular  moves: 
Nickel,  which  averaged  $1.80  per 
pound  on  the  London  Metal  Exchange 
in  the  first  half  of  1987,  pushed  to 
over  $10  on  Mar.  28  before  falling 
back  to  a  recent  $7. 50  (see  dxtrt).  Some 
audacious  analysts  are  saying  that  a 
real  base  metal  supply  crunch  has  fi- 
nally begun. 

"All  the  base  metals  are  in  various 


stages  of  an  inventory  ad- 
justment process,"  argues 
Professor  Steve  H.  Hanke, 
chief  economist  of  Toron- 
to's Friedberg  Commodity 
Management.  Hanke  be- 
lieves   that    during    the 
years      of      disinflation, 
when  the  prices  of  such 
commodities    as    copper 
were    losing    ground    in 
real  and  even  in  nominal 
terms,     businesses    ran 
down   their  inventories 


Nickel  booms — after  25  years  of  blah 
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Nickel's  recent  eruption  is  a  shock  because  nickel  Apart  from  gaining  in  price  during  brief 

had  been  apparently  dormant  for  so  long.  It  failed  to  periods  in  the  late  1960s  and  mid-1970s,  it 

sustain  price  increases  at  the  beginning  of  the  1980s,  has  basically  moved  sideways. 

Average  price  per  pound  of  nickel  (dollars) 
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so  much,  they  now  panic  at  modest 
price  increases  as  disinflation  ends. 
But  in  the  short  run  both  supply  and 
underlying  industrial  demand  are  fair- 
ly insensitive  to  price  increases.  So 
any  attempted  inventory  buildup  can 
boost  rising  prices  far  beyond  their 
long-run  equilibrium. 

Why  is  short-run  supply  so  inelas- 
tic? "This  generation  of  managers  are 
like  French  generals,  determined  to 
avoid  the  mistakes  of  the  last  war," 
says  Mike  Rouzee,  managing  partner 
of  Vilas-Fischer  Associates,  a  Manhat- 
tan investment  adviser.  "They'll 
eventually  have  to  be  forced  at  gun- 
point to  increase  capacity."  Thus, 
Rouzee  says,  continual  determined 
pruning  has  succeeded  in  reducing 
copper  production  below  demand,  de- 
spite the  fact  that  demand  has  been 
growing  only  slowly. 

But  the  demand  for  base  metals  has 
indeed  been  growing.  "We  have  a  lit- 
tle bit  of  an  industrial  revival  under 
way,"  says  Jack  Olsen,  vice  president 
of  Kansas  City,  Mo.  investment  man- 
ager Waddell  &  Reed.  Olsen  points  to 
the  improving  competitive  position  of 
U.S.  basic  industries  as  the  dollar  de- 
clines. And  he  adds  that  "there's  a 
surprising  level  of  domestic-driven 
demand  in  Japan  and  elsewhere  in  the 
world." 

Base  metal  bears  point  to  temporary 
factors  that  might  be  responsible  for 
some  of  the  recent  surge,  such  as  labor 
and  taxation  disputes  affecting  nickel 
producers  in  Canada  and  the  Domini- 
can Republic.  But  mostly  the  pessi- 
mists focus  on  what  they  see  as  an 
imminent  economic  downturn. 

The  bulls  think  the  economy  can 
continue  to  defy  its  detractors,  at  least 
for  the  rest  of  1988,  supporting  base 
metal  prices.  "And  if  growth  picks  up 
to  3%,  we'll  see  more  Roman  candles 
like  nickel,"  says  Rouzee.  Jack  Olsen 
thinks  that  some  base  metals,  such  as 
nickel,  may  be  due  for  a  rest,  "but  it'll 
be  like  a  cyclical  downturn  within  a 
secular  bull  market." 

Thus  the  argument  for  higher  com- 
modity prices  does  not  rest  solely  on  a 
resumption  of  general  inflation.  It 
rests  equally  on  the  hard  fact  of  sup- 
ply bottlenecks. 

In  the  short  run,  base  metal  prices 
will  fluctuate,  jumping  upward  as  end 
users  panic  and  rush  to  secure  inven- 
tories, slumping  as  they  then  stand 
out  of  the  market  in  the  hope  that  the 
upward  price  pressure  will  go  away. 
This  sequence  was  most  recently  visi- 
ble in  nickel  and  copper  in  early  April. 
But  in  the  longer  term,  the  odds  favor 
continued  high  prices  in  at  least  some 
of  the  base  metals  for  some  time  to 
come.  ■ 


How  do  Japanese  companies  cope  with  a 
currency  that  is  pricing  their  products  out 
of  many  markets?  Canon  Inc.  's  answer: 
Innovate,  saturate,  then  innovate  again. 

From  Fqji 
to  Everest 


By  Hare  Be  auch  amp 


Canon  Inc.'s  biggest  problem  is 
also  the  major  economic  prob- 
lem of  Japan — endaka,  the  ris- 
ing yen.  As  a  Japanese-based  company 
that  does  more  than  70%  of  its  busi- 
ness outside  Japan,  Canon  would 
seem  especially  vulnerable.  In  fact,  as 
the  company  celebrates  its  50th  anni- 


versary, it  is  coping  well. 

If  you  think  only  of  cameras  and 
office  copiers  when  you  think  of 
Canon,  you  need  an  update.  Cameras 
and  copiers  last  year  accounted  for 
58%  of  the  company's  sales — about 
$4.6  billion  out  of  a  total  of  $7.9  bil- 
lion. As  recently  as  1981  they  were 
80%  of  Canon's  revenues.  It's  a  good 
thing  that  percentage  is  down;  both 


Robert  Wallis/JB  Pictures 


Canon  President  Ryuzaburo  Kaku  and  "still  video"  camera 
"We  are  recovering  just  as  I  planned." 
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are  mature  markets.  Sales  of  plain- 
paper  copiers  are  growing  only  slowly, 
and  sales  of  Canon's  popular  single 
lens  rciiex  (SLR)  35mm  cameras  are 
beginning  to  decline. 

If  its  basic  businesses  are  going  no- 
where, how  come  Canon's  sales  have 
more  than  doubled  since  1981?  The 
answer:  office  automation  products, 
which  have  accounted  for  most  of  the 
recent  growth.  These  include  laser 
computer  printers  and  high-speed, 
high-resolution  fax  machines.  Out  at 
the  threshold  of  the  information  revo- 
lution, Canon  is  very  much  a  leader. 

But  how  does  it  cope  with  a  yen 
that  has  increased  88%  against  the 
dollar  since  the  autumn  of  1985?  Not 
easily.  Remember,  exports  from  Japan 
account  for  70%  of  Canon's  sales.  As 
Canon  has  struggled  to  keep  market 
share  overseas,  it  has  had  to  sacrifice 


others  to  move  production  overseas 
without  losing  its  unique  advantages 
of  being  Japanese.  Besides  making 
low-margin  commodity  products  like 
calculators,  portable  typewriters  and 
compact  35mm  cameras  in  Southeast 
Asia,  it  is  now  manufacturing  plain- 
paper  copiers  in  West  Germany  and 
France.  In  the  U.S.  it  plans  to  boost 
production  of  copiers  at  its  year-old 
Newport  News,  Va.  plant.  In  March 
Canon  announced  plans  to  move  pro- 
duction of  some  electronic  typewrit- 
ers from  Japan  to  its  Costa  Mesa, 
Calif,  plant,  where  it  now  makes  type- 
writer ribbon  cassettes  and  office 
copier  products.  By  the  mid-1990s 
Canon  expects  to  be  producing  about 
30%  of  its  products  overseas,  as  com- 
pared with  only  about  10%  today. 

Perhaps  Canon's  strongest  defense 
against  a  rising  yen  is  innovation. 


Max  Agutlera  Hdhvey 


(.(tn<»i  i  S  \  President  Fujto  Mitarax  with  color  laser  copier 

"Saturated  markets  don't  matter  .  .  .  with  innovation. 


profit  margins,  which  have  eroded 
from  3.9%  in  1985  to  1.4%  last  year. 
Alter  posting  record  profits  for  ten 
s,  Canon  saw  profits  nose-dive 
71%  m  1986,  to  $87  million,  and  was 
forced  to  cut  its  dividend. 

Yet    Canon    President    Ryuzaburo 

Kaku,  63,  is  sanguine  about  the  tu- 

cure— justifiably  so.  In  spite  of  the 

lofty  yen,  profit  margins  have  begun 
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With  innovative  products,  price  is 
less  important  than  in  commodity- 
type  products,  and  Canon  has  proved 
extraordinarily  deft  in  moving  away 
from  older  products  to  newer  ones. 
Take  SLR  cameras.  In  the  mid-1970s 
the  SLR  market  slowed,  becoming 
saturated.  Canon  introduced  the  easy- 
to-use  AE-1  series,  which  had  a  built- 
in  microprocessor  In  the  U.S.  market, 
unit  sales  of  its  SLRs  zoomed  from 
290,000  in  1976  to  840,000  by  1984. 
"Saturated  markets  don't  matter," 
says  Fujio  Mitarai,  52,  president  of 
Lake  Success,  N.Y. -based  Canon 
U.S.A.,  Inc.,  "because  innovation  can 
break  through  to  new  markets." 

This  means  heavy  spending  on  re- 
search and  development,  of  course. 
Canon's  R&D  amounts  to  some  11% 


« 


of  parent  company  sales,  one  of  tht 
highest  ratios  among  Japanese  compa 
nies  outside  the  chemical  and  phar 
maceutical  industries. 

From  this  vaunted  research  pro 
gram  came  Canon's  quiet  and  fast  la 
ser  printers,  whose  sales  are  forecast 
to  reach  $1.4  billion  by  1989,  up  frorr 
$380  million  in  1985.  Canon  has  ar 
estimated  60%  of  this  big  and  growing 
market  (including  its  original  equip 
ment  production  for  Apple  Compute] 
and  Hewlett-Packard). 

Facsimile  machines,  too,  are  a  high 
growth  business.  Here  Canon  faces 
keen  competition  from  the  likes  ol 
Ricoh,  Panasonic  and  Sharp.  But  here, 
too,  it  counts  on  innovation.  Besides 
adding  new  features  to  existing  G3 
lines,  Canon  is  working  on  the  next 
generation  of  high-speed  fax  ma 
chines,  the  G4  standard — for  now  tar 
geted  at  high-volume  users  such  as 
telecommunications  companies. 

Canon  is  also  linking  its  office  auto- 
mation gear  with  software.  In  Japan, 
for  example,  it  is  marketing  a  system 
called  Navi:  a  combination  personal 
computer,  calculator,  Japanese  Ian 
guage  word  processor,  fax  machine 
and  telephone.  Cost  is  around  $4,800 

To  revitalize  Canon's  camera  and 
copier  lines  Kaku  has  introduced  new 
products  that  derive  from  its  laser 
technology.  Its  new  color  laser  copier 
(price  $30,000)  produces  stunning  re- 
productions. Colors  can  be  changed, 
images  shrunk,  expanded  and  moved 
around  on  a  page. 

These  are  businesses  where  to 
stand  still  is  to  fall  behind.  In  1985 
Minolta  stole  a  march  on  Canon  with 
its  autofocus  SLR,  the  Maxxum. 
Canon  countered  last  year  with  the 
introduction  of  its  new  EOS  series  and 
has  since  recaptured  lost  market 
share.  Now  Kaku  hopes  to  leapfrog  his 
competitors  with  a  "still  video"  cam- 
era that  looks  like  an  SLR  but  stores 
50  images  on  a  2-inch-square  floppy 
disk.  The  images  can  then  be  viewed 
on  a  television  screen  through  a  VCR- 
hke  unit.  Plans  are  to  begin  market- 
ing the  camera  in  Japan  by  year-end. 
Price:  around  100,000  yen  ($800). 

And  so  Canon  copes  with  the  rising 
yen.  This  year  profits  (in  yen)  are  ex- 
pected to  grow  between  10%  and 
15%.  Canon's  stock,  which  trades 
over-the-counter  in  the  U.S.  in  ADR 
form,  has  risen  65%  on  the  Tokyo 
market  since  April  of  last  year  to  a 
recent  1,130  yen. 

Kaku  still  worries  about  the  yen, 
but,  given  his  company's  internation- 
al scope,  he  feels  confident  Canon 
will  come  through  well.  Says  he:  "We 
have  climbed  Mount  Fuji.  Now  we  are 
trying  to  climb  Mount  Everest."  ■ 
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!  California's   powerful    McClatchy    clan 
knows  just  how  to  preserve  its  privately 
\  owned,  130-year-old  newspaper  empire. 
\How?  By  going  public. 


All  in  the  family 


McClatchy  Newspapers  Chairman  C.K.  McClatchy 
"We've  decided  to  stick  to  what  we  do  best.' 


By  Hare  Beauchamp 


We  are  not  the  Binghams, 
definitely  not,"  declares 
Charles  Kenny  (C.K.) 
McClatchy,  referring  to  the  Kentucky 
newspaper  clan  that  allowed  a  bitter 
family  feud  to  bust  up  a  media  empire 
that  included  the  Louisville  Courier- 
Journal. 

McClatchy,  61,  is  chairman  of  $332 
million  (1987  revenues)  McClatchy 
Newspapers,  the  Sacramento,  Calif.  - 
based  newspaper  chain  that  owns  12 
newspapers  in  California,  Washing- 
ton and  Alaska.  Control  of  the  130- 
year-old  company  is  now  four  and  five 
generations  removed  from  founder 
James  McClatchy,  an  Irish  immigrant 
who  worked  under  Horace  Greeley  at 


the  New  York  Tribune  before  going 
west  with  the  gold  rush  and  founding 
the  Sacramento  Bee  in  1857. 

Control  today  is  in  the  hands  of  just 
seven  McClatchy  descendants.  While 
they  aren't  a  close-knit  group — "I 
doubt  they  exchange  Christmas  pres- 
ents," says  one  company  executive — 
they  have,  so  far,  been  content  with 
the  comfortable  lives  that  the  media 
group  affords  them.  C.K.,  for  example, 
despite  his  modest  office  and  frayed 
shirt  collar,  will  take  home  an  esti- 
mated $430,000  in  stock  dividends 
this  year,  in  addition  to  some 
$420,000  in  salary  and  bonus.  His  67- 
year-old  brother  James,  the  publisher, 
will  take  home  $342,000  in  dividends. 

"But  inevitably,"  says  C.K. 
McClatchy,    great-grandson    of    the 


founder,  "15  to  20  years  down  the 
road,  there  could  be  problems.  The 
Binghams  didn't  do  anything  until  it 
was  too  late  to  put  Humpty-Dumpty 
back  together." 

Thus  last  year  the  McClatchys  got 
together  and  agreed,  unanimously,  to 
go  public,  giving  family  members  the 
liquidity  they  would  need  if  they  ever 
wanted  to  cash  in  their  shares.  The 
strategy:  Sell  about  10%  of  the  com- 
pany's common  stock  to  the  public 
but  keep  99%  of  voting  control 
through  class  B  stock  only  family 
members  can  own.  "Going  public 
meant  we  were  not  going  to  be  subject 
to  someone — a  Gannett,  say — coming 
in  with  an  immense  amount  of  mon- 
ey and  saying,  'Here,  you  guys  sort  it 
out,'  "  says  the  chairman,  who  votes 
53%  of  the  company's  27  million 
shares. 

Four  McClatchys  sit  on  the  com- 
pany's 14-member  board:  C.K.;  pub- 
lisher James;  their  brother  William 
Ellery,  63,  an  architect  and  world- 
class  croquet  player;  and  Betty  Lou 
Maloney,  67,  their  first  cousin  by 
marriage.  The  family  has  always  been 
intensely  private.  C.K.'s  aunt  Eleanor, 
who  ran  the  company  from  1936  until 
shortly  before  her  death  in  1980,  built 
a  high  wall  around  her  Spanish-style 
home  in  downtown  Sacramento. 
Though  an  avid  booster  of  local  the- 
ater, she  rarely  allowed  her  picture  to 
be  taken,  was  vague  about  her  age  and 
the  schools  she  attended.  "I  am  con- 
tent," she  said  in  a  rare  interview,  "to 
have  people  think  I  live  in  a  cave  and 
wear  horns." 

Aside  from  preserving  the  compa- 
ny's independence,  one  other  problem 
looms:  There  is  no  heir  apparent. 
Only  one  fifth-generation  McClatchy, 
Molly  Maloney  Evangelisti  (C.K.'s 
second  cousin),  in  her  30s,  is  now  on 
the  company  payroll,  and  she  works 
part-time  in  the  Sacramento  Bee's 
public  relations  department.  C.K. 
need  not  retire  at  age  65,  however.  "I 
would  hope,"  he  says  wistfully,  "that 
some  of  the  kids  would  get  into  the 
business  at  some  point." 

McClatchy  Newspapers  is  an  em- 
pire worth  defending.  Day-to-day  op- 
erations are  the  domain  of  President 
Erwin  Potts,  55,  formerly  an  execu- 
tive with  the  Knight-Ridder  newspa- 
per chain,  who  has  been  with 
McClatchy  12  years.  Last  year  the 
company  earned  nearly  $24  million 
(before  extraordinary  items)  on  reve- 
nues of  $332  million.  Besides  the 
246,000-circulation  (daily)  Sacramen- 
to Bee,  the  capital's  largest  and  most 
influential  newspaper,  the  chain 
owns  the  Fresno  Bee  (141,000  circula- 
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tion),  the  Modesto  Bee  (76,000),  the 
Tacoma  (Wash.)  News  Tribune 
(112,000),  the  Anchorage  Daily  News 
(55,000)  and  the  Tri-City  Herald 
(33,000)  in  eastern  Washington. 

Each  of  these  papers  dominates  its 
local  market.  Ad  revenue  from  the 
Sacramento  Bee,  the  McClatchy's 
flagship  newspaper,  has  grown  58% 
since  1983,  to  $114  million,  as  the 
rival  Sacramento  Union,  owned  by 
Richard  Mellon  Scaife,  has  continued 
to  lose  ground. 

Getting  the  family  to  okay  the 
stock  sale,  it  turned  out,  was  the  easy 
part.  Hoping  for  $22  each  for  2.4  mil- 
lion shares,  McClatchy  and  Potts  be- 
gan their  roadshow  before  institution- 
al investors  in  Pasadena  last  Oct.  19. 
"By  lunch,"  recalls  Potts,  "these  guys 
started  coming  in  with  long  faces.  By 
afternoon  we  called  the  whole  thing 
off  and  came  home." 

The  bad  timing  hurt.  When  it  final- 
ly went  public  on  Feb.  5,  McClatchy 
Newspapers  sold  for  just  $16.50  a 
share.  Now  listed  on  the  American 
Stock  Exchange,  the  shares  recently 
traded  around  their  offering  price, 
valuing  the  company  at  some  $450 
million.  The  two-tier  stock  structure, 
common  enough  in  media  compa- 
nies,* has  been  a  drag  on  the  stock, 
says  Peter  Kent,  vice  chairman  of 
Henry  Ansbacher  Inc.,  the  media  bro- 
ker. On  a  breakup  basis  Kent  figures 
McClatchy  Newspapers  could  be 
worth  as  much  as  $1.2  billion. 

Politically,  the  McClatchy  newspa- 
pers have  been  independent  with  a 
somewhat  liberal  bias.  (On  local  is- 
sues each  is  free  to  set  its  own  editori- 
al course.)  The  chain  never  endorsed 
Ronald  Reagan  in  his  campaigns  for 
governor  and  president.  It  supported 
Los  Angeles  Mayor  Tom  Bradley,  a 
Democrat,  over  George  Deukmejian 
in  the  1982  gubernatorial  election, 
but  it  endorsed  Deukmeuan  in  their 
1986  rematch.  Calling  Deukmejian  a 
"competent  governor,"  McClatchy 
now  says,  "We  felt  Bradley  couldn't 
do  anything  better." 

Future  growth  of  McClatchy  News- 
papers will  likely  come  from  newspa- 
per acquisitions.  By  the  1970s  the  com- 
pany had  diversified  into  radio,  televi- 
sion and  cable  but  has  since  sold  its 
broadcast  properties.  Says  President 
Potts:  "The  ratings  were  volatile." 
C.K  Mi.  Clatchy  has  no  regrets,  either. 
"It's  t  a  show-biz  type  of  busi- 

v  '  We've  decided  to  stick 
do  best."  ■ 
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As  American  shareholders  in  Montediso 
and  its  related  companies  discovered,  for 
eigners  who  play  the  Italian  market  do  sc 
against  special  odds. 

Finance, 
Italian-style 


other  U.S.  shareholders  of  Italy's  giant 
chemical  company  Montedison  SpA. 
In  the  U.S.,  Montedison  equity  has 
expanded  more  rapidly  than  its  chem 
ical  business.  Three  subsidiaries — 
Ausimont,  Erbamont  and  Himont — 
are  listed  on  the  New  York  Stock  Ex 


By  Peter  Fuhrman 


Those  entering  Dante's  Hell  are 
warned:  "Lasciate  ogni  speranza,  voi 
ch'entrate"  (Abandon  all  hope,  ye 
who  enter  here).  That  harsh  warning 
may  also  apply  to  Dow  Chemical  and 
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Raul  Gardnu  at  play 

He  got  what  he  wanted.  Heaven  help  him. 
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:hange,  where  Montedison  ADRs  also 
:rade.  Their  prices  have  been  very 
nuch  a  function,  not  of  fundamental 
values,  but  of  insider  buying  and  sell- 
ing in  Milan.  Insider  dealing,  market 
manipulation,  creeping  tenders  and 
collusion  are  all  perfectly  legal  on  the 
Milan  stock  exchange. 

The  present  structure  of  these  com- 
panies dates  back  to  1966,  when  Ita- 
ly's venerable  financier  Enrico  Cuc- 
cia, now  80,  forged  the  merger  that 
created  Montedison.  Cuccia's  power 
base  is  Italy's  leading  merchant  bank, 
Mediobanca,  with  $17.5  billion  in  as- 
sets. Cuccia  founded  Mediobanca  in 
1946.  It  is  now  majority-owned  by 
three  state-owned  banks,  though  this 
is  about  to  change  (see  box,  p.  40). 

In  1970,  at  Cuccia's  urging,  the  Ital- 
ian government  bailed  out  Mont- 
ledison  and  took  a  controlling 
stake  in  the  sprawling  but 
highly  inefficient  combine. 
Eleven  years  later,  again  at 
Cuccia's  behest,  Montedison 
was  privatized.  Cuccia  ceded 
control  of  Montedison  to  its 
chairman,  Mario  Schim- 
bemi,  the  son  of  a  Roman 
barber  with  genuine  talents 
as  a  manager.  By  1985,  after  a 
decade  of  losses,  Schimbemi 
had  the  company  operating 
I  profitably.  In  1986  Mont- 
edison earned  $260  million 
on  $10  billion  in  sales. 

Schimberni,  alas,  was  not 
immune  to  ambition  or  to 
the  aggrandizing  spirit  of  the 

|  times.    Beginning   in    1984,     

seized  by  an  acquisitive  urge,  he  over- 
reached. The  Italian  stock  market 
happily  gulped  down  huge  new  Mont- 
edison share  issues.  So  did  the  market 
in  New  York,  where  Schimberni 
floated  off  minority  stakes  in  Himont, 
Ausimont  and  Erbamont. 

Schimbemi  used  the  proceeds  to 
buy  into  companies  outside  the 
chemical  industry,  mainly  in  finan- 
cial services.  He  defended  the  acquisi- 
tions as  part  of  his  strategy  to  cushion 
Montedison  through  cyclical  swings 
in  its  chemical  businesses.  Equally 
important,  however,  they  were  to  pro- 
tect Montedison  against  takeover  and 
Schimberni  from  ouster.  Says  a  close 
associate  of  Schimberni:  "[He]  wanted 
to  dominate  Montedison  as  Agnelli 
dominates  Fiat." 

From  1984  to  1986  Schimberni  is- 
sued the  equivalent  of  1  billion  new 
Montedison  shares,  diluting  the  posi- 
tions of  Montedison's  large  holders 
and  incurring  the  wrath  of  the  aging 
but  still  potent  Cuccia. 

At  this  point  another  of  Italy's 
swashbuckling  wheeler-dealers,  Raul 
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Gardini,  makes  the  scene.  Gardini  is 
movie-star-handsome  and  a  son-in- 
law  of  the  late  Serafino  Ferruzzi,  a 
Ravenna  peasant's  son.  Ferruzzi  par- 
layed his  commodity  trading  skills 
and  the  Common  Market's  copious 
agricultural  subsidies  to  create  a  mo- 
saic of  both  privately  held  and  public- 
ly traded  companies.  Gruppo  Fer- 
ruzzi, the  family  holding  company, 
dominates  the  European  agricultural 
industry. 

From  Palazzo  Pompili,  one  of  its 
two  discreet  Renaissance-era  palaces 
on  narrow  adjoining  side  streets  in 
Ravenna,  Ferruzzi  trades  over  $4  bil- 
lion a  year  in  grain  and  other  food- 
stuffs. Last  year  Ferruzzi  sold  more 
U.S.  wheat  to  the  Soviet  Union  than 
any  other  grain  trading  house.  (The 
other  palace,  the  coral-pink-colored 


Antonio  Maccanico  in  his  Milan  office 

"We  don't  want  Montedison  to  disintegrate. 


Palazzo  Prandi,  is  Gardini 's  home  and 
office.) 

Raul  Gardini  took  command  of  Fer- 
ruzzi on  his  father-in-law's  death  in 
1979.  He  set  about  making  his  own 
mark.  Starting  in  1985,  with  the  Ital- 
ian stock  market  boiling,  Gardini 
raised  $1.5  billion  through  the  sale  of 
shares  in  various  Ferruzzi  operating 
companies.  Like  Schimbemi,  Gardini 
went  on  a  frantic  buying  spree. 

In  1985  Gardini  went  after  Mont- 
edison, one  of  the  few  remaining  ma- 
jor Italian  companies  not  yet  con- 
trolled by  a  single  dominant  share- 
holder. He  was  in  good  company. 
Carlo  De  Benedetti  (Forbes,  Mar  9 
and  23,  1987)  also  began  accumulat- 
ing a  Montedison  stake. 

Mysteriously — to  any  investor  not 
on  the  inside — Montedison's  share 
price  began  to  move  rapidly  upward. 
Says  Paolo  Azzoni,  a  stockbroker  at 
Studio  Albertini  in  Milan:  "Anyone 
with  the  slightest  connection  to  the 
government,  the  securities  market, 
the  banks  or  the  companies  involved 
knew  that  Montedison  was  in  play." 


What  did  secretive  old  Enrico  Cuc- 
cia, with  so  much  vested  in  Mont- 
edison, make  of  the  play  for  the  com- 
pany? From  his  first-floor  office  in  the 
unmarked  Mediobanca  headquarters 
just  behind  La  Scala  in  Milan,  Cuccia 
was  growing  increasingly  angry  at 
what  he  decided  was  Montedison 
Chairman  Schimbemi 's  egotistic  ex- 
pansionism. But  for  a  time  Cuccia 
betrayed  no  sign  of  anger.  Schimberni, 
meanwhile,  dismissed  Cuccia  as  too 
old  and  too  politically  weak  to  stop 
him.  For  Schimberni,  this  was  a  disas-, 
trous  assessment. 

In  late  1986,  when  Schimbemi 
launched  a  hostile  takeover  against  La 
Fondiaria,  Italy's  most  profitable  in- 
surance company  and  another  of  Cuc- 
cia's prize  offspring,  Cuccia  apparent- 
ly decided  he  had  seen  enough  of 
Schimbemi's  ambition.  Me- 
diobanca encouraged  Gardini 
and  De  Benedetti  to  raise 
their  stakes  in  Montedison. 
De  Benedetti  bought  approxi- 
mately 5%  of  Montedison's 
shares  and  sold  them  to  Gar- 
dini late  in  1986,  at  a  profit  of 
around  $35  million.  This 
brought  Gardini's  Monted- 
ison stake  to  over  25%  of  the 
company. 

By  March  of  last  year,  Gar- 
dini had  amassed  over  40% 
of  Montedison  at  a  cost  of 
$1.7  billion,  most  of  it  bor- 
rowed money.  Schimberni 
tried  to  defend  himself  by  ac- 
celerating the  pace  of  acqui- 
sitions,    hoping     to     push 
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through  yet  another  share  issue  to 
dilute  Gardini's  holding.  In  the  first 
nine  months  of  1987  Schimberni 
made  purchases  of  over  $2.5  billion, 
nearly  doubling  Montedison's  con- 
solidated debt. 

Schimbemi's  single  most  outland- 
ish deal  involved  Himont  Inc.  In  Janu- 
ary 1987  Montedison  and  its  partner, 
the  U.S.  chemical  company  Hercules 
Inc.,  had  sold  23%  of  Himont  to  the 
public  on  the  New  York  Stock  Ex- 
change at  $28  a  share.  Nine  months 
later,  Schimberni  spent  $1.5  billion  to 
buy  out  Hercules — at  $54  per  Himont 
share.  Himont  then  fell  to  $25  but  has 
recovered  somewhat,  recently  trading 
around  $42.  There  are  strong  allega- 
tions in  Italian  financial  circles  that 
Schimberni  and  some  close  associates 
made  millions  trading  Himont  shares. 
Schimberni,  through  an  aide  in  Milan, 
denies  having  profited  by  the  Himont 
purchase. 

But  Schimbemi's  days  at  Mont- 
edison were  numbered — and  trouble 
was  in  store  for  predator  Gardini,  as 
well.  In  the  October  crash  the  market 
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"An  economic  law  unto  himself" 


No  public  employee  has  done  more  for  the  accumu- 
lation of  pnvate  wealth  in  Italy  than  Enrico  Cuccia. 
Now  80,  Cuccia  has  for  42  years  served  as  head  of  state- 
controlled  Mediobanca,  Italy's  all-powerful  merchant 
bank.  As  such,  he  has  left  his  handprint  on  nearly  every 
significant  investment  banking  transaction  in  postwar 
Italy,  not  least  the  continual  juggling  of  Montedison's 
assets.  "Cuccia,"  marvels  one  rival  banker,  "is  an  eco- 
nomic law  unto  himself." 

But  time  is  passing.  The  great  Mediobanca  is  sched- 
uled to  be  privatized  later  this  year.  Cuccia  himself  was 
dislodged  from  Mediobanca's 
board  by  Professor  Romano 
Prodi,  managing  director  of 
IRI,  the  $31  billion  (reve- 
nues) state-owned  industrial 
group.  IRI  controls  the  three 
banks  that  hold  56%  of  Me- 
diobanca's shares.  Last  year 
Prodi  revoked  Cuccia's  se- 
cret 1955  shareholders'  pact, 
which  granted  Fiat's  Agnellis 
and  a  few  other  aristocratic 
shareholding  families  deci- 
sion making  power  equal  to 
that  held  by  the  IRI  banks. 
Prodi  wants  new  customers 
and  a  new  management  style 
at  Mediobanca,  more  modern 
managers,  fewer  aristocrats. 

Cuccia  tried  to  outmaneu- 
ver  Prodi.  He  offered  to  give 
the  IRI  banks  a  stake  in 
blue-chip  insurance  compa- 
ny Assicurazioni  Gencrah 
for  the  controlling  share  of 
Mediobanca.  Nice  try,  but 
the  Generali  shares  are  held 
by  a  Luxembourg  shell  com- 
pany, Euralux,  controlled  by 
Lazard  Freres  and,  alas,  Me- 
diobanca. Cuccia,  in  es- 
sence, wanted  to  sell  Medio- 


Massimo  Di  Vita/Photo  Dossier 


Enrico  Cuccia 

The  last  years  have  been  painful 


banca  back  to  itself. 

"The  Italian  government  chose  to  go  in  another  direc- 
tion, "  says  Antonio  Maccanico,  diplomatically.  Maccan- 
ico,  the  former  chief  of  staff  to  Italian  President  Sandro 
Pertini,  was  the  compromise  candidate  to  lead  Medio- 
banca out  of  the  Cuccia  era.  Says  he  with  a  whimsical 
smile:  "I  was  the  only  one  that  Agnelli,  Prodi  and  Cuccia 
could  agree  on."  Family  connections  never  hurt.  Mac- 
canico's  uncle  was  Mediobanca's  first  president. 

Under  the  privatization  plan,  the  IRI  banks  will  sell 
20%  of  Mediobanca  to  the  public  and  11%  to  Medio- 
banca's private  syndicate 
shareholders.  The  share  sale 
will  raise  about  $800  million 
for  a  deficit-plagued  Italian 
government. 

With  a  market  value  of 
$2.5  billion,  the  Mediobanca 
shares  yield  only  1.1%,  sell- 
ing at  27  times  fiscal  1987 
profits  of  $90  million.  But 
Mediobanca  is  really  an  in- 
vestment trust  whose  portfo- 
lio holds  shares  and  treasury 
securities  worth  over  $4.5 
billion. 

Cuccia's  last  years  at  Me- 
diobanca have  been  painful. 
He  was  investigated  on 
charges  that  he  facilitated 
government  slush  fund  pay- 
ments, and  exonerated. 
Then,  to  prevent  his  testify- 
ing against  now-imprisoned 
financier  Michele  Sindona  in 
1985,  the  Mafia  threatened 
to  kidnap  his  daughter. 

Maccanico  promises  that 
Cuccia's  "discreet  style  of 
working  [at  Mediobanca]  will 
be  preserved."  Perhaps.  But 
an  era  is  certainly  drawing  to 
a  close.— P.F. 


value  of  his  Montedison  shares — 
bought  mostly  on  margin — fell  by 
half,  leaving  him  with  an  unrealized 
loss  of  around  $800  million.  On  Dec. 
4,  Cuccia  and  Gardini  combined  to 
push  out  Schimberni.  Gardini  named 
himself  Montedison's  chairman. 

By  January  1988  the  combined  debt 
of    Gardini's    Gruppo    Ferruzzi    and 
Montedison  was  neanng  $9  billion — 
unsupportablc.  Mediobanca's  Cuccia 
put    together   a   complicated   rescue 
in  effect  should  give  Me- 
i  its  three  shareholding 
stakes  in  both  Mont- 
he  Ferruzzi  empire. 
11  be  a  huge  victory  for  Cuc- 
i  public  shareholders  in 
S  erruzzi  and  their  asso- 
ompanies.  The  Italian  stock 


market  reacted  hysterically,  dumping 
shares  in  the  24  different  quoted  com- 
panies in  the  Montedison  and  Fer- 
ruzzi groups.  Montedison  shares  fell 
by  25%  before  recovering.  Most  Fer- 
ruzzi issues  did  worse. 

"We  must  preserve  Montedison  and 
Ferruzzi,"  says  Mediobanca  President 
Antonio  Maccanico,  defending  the 
plan.  "We  don't  want  the  second-larg- 
est group  in  Italy  to  disintegrate." 

But  there  is  no  guarantee  the  rescue 
attempt  will  succeed.  Central  to  the 
plan  is  selling  $1  billion  worth  of 
overpriced  new  Ferruzzi  shares  to  the 
Italian  public.  Already  burned,  the 
public  is  in  no  mood  to  bid  on  more 
Ferruzzi  paper. 

At  Montedison,  a  new  chief  execu- 
tive   officer,    Alexander   Giacco,    an 


American  brought  over  from  Himon 
has  the  unenviable  chore  of  unloadin 
some  $1.6  billion  of  Montedison  a: 
sets  to  reduce  the  company's  debt  bu 
den.  In  April  Dow  Chemical  disclose 
that  it  has  acquired  between  2%  an 
5%  of  Montedison,  presumably  t 
strengthen  its  hand  as  it  bargains  fc 
parts  of  Montedison.  Among  the  a; 
sets  rumored  to  be  for  sale  is  Mon 
edison's  74%  holding  in  Ausimon 
This  rumor  explains  the  recent  surg 
in  Ausimont's  NYSE  price. 

What  is  the  message  in  all  this  fc 
U.S.  investors?  The  message  is,  thin 
twice  before  dabbling  in  Italian-cor 
trolled  companies.  If  you  can't  resis 
make  sure  you  have  a  good  inform; 
tion  source  at  the  highest  levels  c 
Italian  financial  intrigue.  ■ 
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N.B. 

This  is  a  representation,  not  an  actual,  Request  For  Proposal 
It  is  designed  to  demonstrate  Wang's  preparedness  to  meet  the 
challenges  that  face  the  legal  industry.   It  is  intended  to 
provide  summary  information  for  data  processing  and  legal 
profess  ionals . 

We  welcome  your  comments  and  invite  your  input. 
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Project  Overview/Purpose 
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onally  been  dedicated  to  employing 
gy  to  make  better,  faster,  more 

behalf  of  its  clients.   In  an  era  in 
ves  have  vastly  improved  their 
ities,  they  expect  nothing  less  from 
presents  them.   As  part  of  this 
e  partners  have  decided  to  implement 
tributed  law  office  automation  system 
m  in  providing  improved  services  to 

increased  professional  productivity 
ions  . 


The  firm  is  international,  with  offices  of  varying  size 
dispersed  throughout  the  world.   As  such,  the  vendor  must 
consider  and  be  able  to  address  environments  in  which  there 
is  a  variety  of  existing  equipment,  different  currencies 
and  business  practices,  as  well  as  the  issue  of  different 
time  zones. 

The  firm  prides  itself  on  its  respected  international 
reputation  and  for  the  quality  of  its  practice,  and  will 
not  simply  purchase  technology  for  technology's  sake.   In 
this  day  of  client  cost  consciousness,  the  chosen 
technology  will  be  managed  by  the  firm's  existing  staff. 
The  firm  is  not  interested  in  having,  nor  does  it  expect 
its  clients  to  pay  for,  a  large  number  of  data  processing 
professionals . 


Vendor's  solution  must  include  application  development 
tools,  productivity  tools,  capability  to  effectively  manage 
databases,  and  an  easy-to-use  and  powerful  inquiry  tool  and 
an  ad  hoc  report  generator.   Solution  must  lend  itself  to 
utilization  (and  possibly  extension)  by  the  non- technical 
user  . 


Wang    Response 


)jJ^ 


Wang's    fourth    generation    database    offering,     PACE,     uses    a 
relational    DBMS    which    allows    the    entire    user    community 
within    the    firm    to    share    select    data    pertinent     to    their 
work    as    litigators,     researchers ,    paralegals ,     administrative 
assistants ,     etc. 

PACE    is    unique    in    its    ability    to    effectively    manipulate 
data,     text,     voice    and    image    files.        PACE    also    allows    users 
to    develop    complete    applications    without    necessarily 
needing    the    skills    of    a    professional    programmer . 
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Wang,     as    part    of    the    strategic    relationship ,     will    provide    a 

comprehensive    needs    anal ys is    in    order    to    best    apply    PACE    in 

the    firm's    environment. 

When    compared    to    the    traditional    development    methods ,     PACE 

can    provide    very    signi  ficant    reductions    in    application 

development    lead    times. 

Since  the  firm  anticipates  that  information  processing 

requirements  will  significantly  increase  over  time,  vendor 

must  describe  CPU  growth  path  --  for  processors  resident  in 

both  the  host  and  on  the  desktop  --  as  well  as  the  software 

growth  path. 

Wang    Response 

Wang's    family    of    32-bit    processors    provides     you    a    seamless 

upgrade    path,     thereby    avoiding    complex    conversions    as    you 

upgrade    CPU's.        In    addition,     Wang's    family    of    personal 

computer s    offers    power    at    the    desktop    as    well    as    Wang    VS 

system    access    and    compat ibi lit  y .        The    Wang    PCs    are    all 

fully    IBM/AT    compatible    and    support    OS/2.       Further ,     the 

integration    of    Wang    WP    and    Pagemaker™    on    Wang    PCs    offers 

the    user    a    complete    desktop    publishing    solution. 

Wang's    design    strategy    has    also    historically    been    sensitive 

to    human    factors .        Therefore ,     Wang    will    offer    a    solution 

which    does    not    require    replacement    of    familiar    s ys terns    or 

complicated    retraining    as     the    system    grows. 

For    more    than    a    decade    Wang    hasjii^i-fi-fe-A-uied  a    consistent 

user    interface.       Add  it  ionall^T  because    of~cJ~»T    architecture 

and    corporate    commitment    t/o    preserving    your    investment    in 

application    software ,     onl/y    minor    changes    are    required    to 

run    programs    that    may    alAo    be    ten    years    old.      /"\ 

Li^rWX^A^^          ■ —^     * 

The  solution  which  is  chosen  by  the  firm  must  be  able  to 

make  full  use  of  the  important  role  which  a  phone  system 

plays  in  the  practice  of  law. 

Wang's    Response 

Wang's    solutions    incorporate    leading-edge    customer    access 

capabilities.        Wang    STEP     (Speech    &    Telephony    Environment 

or    Programmers)     transforms    a    customer's    telephone    into    a 

vehicle    to    access    database    information    compiled    by    the    firm. 

FORBES,  MAY  2,  1988 

The    Wang    Integrated    Office    System     (WIOS)    provides    the 
integration    of    voice    and    data.        The    WIOS    system    utilizes 
the    Wang    VS,     on    which    all    Wang    Systems    Networking    (WSN), 
software    such    as    PACE,     WP+ ,     and    all    3rd    party    software        ^""v 
solutions    reside,     the    Wang    Business    Exchange     (WBX)     which    is 
a    digital    office    controller,     and    the    Wang    Station    Set 
(WSS    -     "the    phone"). 

The    WIOS    system    provides    system    administration    the    ability 
to    allocate    and    administer    time    charges ,    providing    cost 
savings    and    control    for    the    firm.        Additional    features 


incl ude 


-  80    character    LCD    display 

-  Built    in    speaker phone 

-  Speed    dialing    and    directory 

-  Automatic    answering    of    incoming    calls 
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The  solution  must  include  flexible  client  time  accounting 
which  suits  the  firm's  special  business  needs;  firm 
management  reporting  must  also  be  able  to  access  data  from 
integrated  general  ledger  and  accounts  payable  systems. 
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Wang    Response 


Wang    has    a    wide    variety    of    applications    software    developed 
and    implemented    through    third-party    software    providers    with 
special    expertise    in    legal    systems.       Among    these    solutions 
are    state-of-the-art    software    packages    for: 

systems  bnMuJ#*f° 'Z\_<JW*ti*>  ^^^ 

,1  ledger  "  ^  ^"^  ■ 


calendar/docket 
conflict-of-interest 


integrated    general    ledger  W^' 

and    accounts    payable    s y stems 

legal     time    bi lling / account ing    systems    which 
accommodate    different    currencies    and    varying 
international    financial    practices. 


Essential  to  the  firm  is  a  fully  functional  word  processing 
editor  with  features  to  assist  in  legal  document 
production.   Vendor  should  address  ability  to  provide  this 
sophisticated  word  processing  capability. 

Wang    Response 

Wang's    solution    includes    an    extremely    advanced    word 
proces sing    editor,     WP    Plus,     with    enhanced    capabilities    for 
the    legal    industry.        WP    Plus    is    not    only    capable    of 
integrating    the    technologies    dealt    with    in    this    RFP,     but    is 
also    capable    of    operating    on    any    size    Wang    VS    without 


conversion    or    upg rade 


The  firm  regards  timeliness  of  receiving  information  as 
extremely  important,  as  well  as  the  ability  to  merge  into 
one  communications  network  the  various  electronic  databases 
which  the  firm  must  access  daily.   Vendor  must  address 
technological  advancements  which  can  improve  intra-  and 
inter-office  communications. 
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Wang    Response 


f 


The    Wang    solution    employs    an    integrated    strategy    for 
large-scale    systems    integration .     Wang    S y stems    Networking 
makes    transparent     the    di  fferences    in    the    local    and    wide 
area    networking    protocols ,     therefore    providing    seamless 
communications    across    the    entire    organization .   Wang    not 
only    connects    the    firm's    network    through    multi-vendor 
integration ,     but    also    provides    the    ability    to    manage    and 
administer    the    network    as    well.        Wang    Systems    Networking 
will    support    numerous    point-to-point    or    multi-point 
communications    links    to    a     VS    in    other    parts    of    the    country 
or    the    world.        WangPac    enhances    this    ability    even    further . 
Across    Wang's    own    X.25    international    network,     one    WangPac 
'    link    can    support     24    concurrent    users.        Every    user    on    the 
,     system    will    be    supported    by    Wang    OFFICE,     an    electronic    mail 
and    messaging    system    des igned    to    serve    as    the    umbrella 
application    which    manages    all     the    technologies    proposed    in 
this    RFP. 


As    to    standards ,     Wang    solutions    conform    to    de    facto    and 
generally    accepted    industry    standards ,     including : 


o  SNA/SDLC 

o  RJE    3777 

o  2780/3780 

o  CCITT    X.25 

o  IEEE     802.3 


t^jj^  \ 
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Vendor's  solution  must  be  capable  of  handling  large  amounts 
of  documents  and  files  in  complex  cases  and  must  address 
the  limited  amount  of  space  and  large  number  of  people  who 
must  access  the  firm's  records  management  system.   Although 
not  a  mandatory  requirement  for  the  RFP,  vendor  should 
present  their  capability  in  the  area  of  imaging  and  image 
processing,  especially  as  it  relates  to  documents  typically 
stored  by  the  firm  in  paper  form. 


Wang    Response 

Words    are    just    one    component    of    an    Integrated    office 
solution .        The    documents    and    files    which    are    generated    on 
the    part    of    both    the    client    and    lawyer    can    be    managed    by 
Wang's    Integrated    Image    System     (WHS). 


WHS    is    a    comprehens ive    system    of    managing ,     process ing ,     and 
communicating    text,     data,     and    image    information .        The    firm 
can    capture    contracts ,     judgments,     wills,     trust    documents , 
corporate    records ,     damage    appraisals ,     etc.     that    are 
typically    stored    off-line    in    paper    form.        The 
the    firm    to    access    documents    more 
filing    and    storage    costs,     and 
handling    of    paper    documents .        ..• 


system  allows 
efficiently,     reduce 
improve    management    and 
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Wang   Makes    it    Work. 
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With  most  of  his  bigger  rivals  busted,  Texas 
banker  Tom  Frost  is  managing  to  survive. 
That's  no  mean  accomplishment. 

Battered  but 
i        still  afloat 


By  John  H.  Taylor 


Thomas  C.  Frost  remembers 
the  glory  days  of  the  early 
1980s.  Oil  was  $34  per  barrel. 
Mew  homes  and  offices  were  popping 
:rom  the  Texas  earth  like  armadillos 
on  a  hot  highway. 

"The  music  was  wonderful  and  the 
liquor  was  flowing,"  says  Frost,  the 
rolksy  60-year-old  chairman  of  Cul- 
len/Frost  Bankers,  Inc.  "When  you're 
it  a  party  like  that,  you  just  never 
think  about  how  you're  going  to  feel 
the  next  morning.  In  retrospect,  I  feel 
pretty  damn  dumb." 

Not  as  dumb,  though,  as  most  of  his 
Texas  banking  colleagues.  While  the 
seven  major  Texas  banks  lost  a  total 
Df  $2.6  billion  in  1987,  smallish  Cul- 
len/Frost  (assets,  $3.2  billion)  actually 
made  $2  million.  It  was  the  only  Tex- 
as bank  with  assets  of  more  than  $1.5 
oillion  to  show  a  profit.  The  next  best 
performance  was  Cullen/Frost's 
^rosstown  rival  in  San  Antonio,  Na- 
tional Bancshares  Corp.  of  Texas, 
which  lost  $64  million. 

At  the  end  of  1987  Cullen/Frost  had 
the  highest  liquidity  (48%),  best  net 
margin  (3.47%),  lowest  percentage  of 
pr6blem  loans  (5.66%)  and  highest 
percentage  of  equity  to  nonperform- 
ing  assets  (182%)  of  all  the  major  Tex- 
as banks. 

But  that's  by  Texas  banking  stan- 
dards, and  Texas  banking  standards 
aren't  high  this-  year.  If  it  weren't  for 
an  $8  million  gain  on  the  sale  of  its 
San  Antonio  headquarters,  Cullen/ 
Frost  would  also  have  had  a  slight  loss 
n  1987.  But,  as  Frost  himself  likes  to 
>ay,  "In  the  land  of  the  blind,  the  one- 
2yed  man  is  king." 

Rigid  lending  criteria,  a  preference 
ror  doing  business  with  longtime  cus- 
tomers, and  some  good  luck  explain 
the  company's  survival.  Back  in  1983, 


when  other  large  Texas  banks  like 
Republic,  MCorp  and  Texas  Com- 
merce were  pouring  billions  into  real 
estate,  Cullen/Frost  stood  on  the  side- 
lines. Not  entirely  by  choice,  mind 
you.  It  was  thoroughly  occupied 
cleaning  up  truckloads  of  bad  energy 
loans  at  its  Houston  bank. 

Still,  when  Cullen/Frost  finally 
worked  out  those  energy  loans  by  bol- 
stering loan-loss  provisions  and  writ- 


ing off  $53  million  in  loans  during 
1983  and  1984,  it  emerged  a  far  more 
disciplined  institution  than  its  com- 
petitors. Witness  its  reaction  to  the 
1985  building  boom  in  San  Antonio, 
where  Cullen/Frost  has  68%  of  its 
assets.  At  first,  President  Robert 
McClane  was  alarmed  when  he 
learned  competitors  were  gaining 
market  share.  Then  he  realized  most 
of  his  rivals'  new  business  was  in 
loans  to  acquire  raw  land.  In  such 
cases  developers  often  simply  "flip" 
property,  reselling  it  at  a  profit  with- 
out breaking  ground.  Cullen/Frost 
would  rather  do  business  with  more 
conservative  developers  who  -Would 
actually  build  on  the  property. 

So  Cullen/Frost  concentrated  on 
loans  to  longtime  customers  and 
mortgage  loans  to  owners  of  existing 
residential  and  commercial  property. 
It  avoided  loans  on  large  speculative 
office  projects. 

In  short,  Cullen/Frost  practiced  old- 
fogey  banking  in  a  go-go  period.  The 
bank  was  founded  in  1868  by  Frost's 
great-grandfather,  a  former  Latin 
teacher  turned  Texas  Ranger  turned 
banker.  He  was  a  cagey  old  fellow  and 
left  his  stamp  on  the  bank.  Until  the 
mid-1960s  the  bank  earned  more  from 


Kobbic  MtXIar-in 


Cullen  Frost  Hankers  Chairman  Thomas  C.  Frost 

"In  the  land  of  the  blind,  the  one-eyed  man  is  king. 
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Audi  Today-  Protect 


Introducing  The  Audi 
Assurance  Program. 

At  Audi  we  feel  thai  our  responsibility 
to  our  ou  in-!  s  goes  beyond  the  usual 
warranties  of  most  car  makers  We 
believe  thai  we  must  also  offeror  tiers 
our  assurance  that  owning  an  Audi 
will  be  as  rewarding  as  driving  one 

I  his  commitmeni  to  our 
owners  is  besi  exemplified  by  the 
new  Audi  Assurance  Program  We  feel 
i!  is  one  of  the  most  comprehensive 
nefit  packages  ever  assembled. 
Andwhai  makes ii  unique  is 
thai  Audi  is  tin- only  manufacturer 
ram  on  its  entire 

3 '        50,000 

Mile  Protection. 

uidi  *  ssurance 
1,000  mile 


We  believe  ours  is  one  of  the 
besi  And  certainly  one  of  the  easiest 
to  understand.  And  unlike  man)  oi 
the  more  highly  touted  plans, ours 
( a\  ers  more  than  just  the  powertrain 
Simply  stated,  n  covers  virtually  every- 
thingfor  3yearsor  50,000miles 
(Excluding  tires  which,  of  course,  are 
covered  by  the  manufacturer.) 

Protection  Against 
Corrosion. 
Out  6  year  unlimited  mileage  prote< 
uon  against  corrosion  perforation  is 

one  oi  the  best  limited  u  arranties 
available"  We  are  able  to  oiler  it  be 
c  ause  we  belie\  e  our  approach  to  rust 
prevent  ion  is  unique  among  luxur) 
car  manufacturers 

Where  appropriate,  w  e  choose 
materials  that  are  immune  to  rust 
I  01  example. the  window  trim  and 
inner  doors  are  aluminum  alloy.  The 
wiper  arms  and  exhaust  systemsare 


stainless  and  aluminized  steel.  Ar 
added  protection  the  underhousij 
and  wheel  wells  are  lined  with  a 
coating  to  prevent  corrosion. 

To  protect  the  body  shell  fr 
rust  we  incorporate  a  multitude  ol 
processes.  First, we  coat  it  on  both! 
sides  with  zinc,  creating  the  only  pre 
duction  sedan  in  the  world  with  a 
100%  fully  galvanized  body. 

The  zinc  coating  not  only  I 
forms  the  first  line  of  defense  against 
rust, it  actually  helps  "heal"  nicks  aw 
scratches  before  rust  can  form. 

To  also  help  in  the  pre\  entior 
of  rust  the  entire  body  shell  then  goc 
through  a  thorough  27-step  paint 
process  that  includes,  as  a  final  step. 
a  hot  wax  clip  that  seals  those  an 
where  water  may  accumulate. 

24  Hour 
Roadside  Assistance. 

We  design  our  cars  with  the  intent 


ng  Your  Investment 


lit  nothing  will  go  wrong.  But  should 
Ip  need  ever  arise,  our  Roadside 
I  sistance  Program  will  provide  reim- 
Ij.rsement  up  to  specified  limits  for 
lany  travel  related  expenses  that 
iay  occur.** 

Also  included  in  the  program 
;  i:  key  registration,  custom  trip 
i  uting,  and  a  toll-free  assistance 
ljimber  that  can  be  called  anytime, 
ibm  anywhere. 

Audi  Value  Assurance. 

li  all  the  means  we  have  of  protecting 
,'ur  investment,  one  of  the  best  is 
e  Audi  Value  Assurance  Program.*** 

It  assures  that  when  you're 
ady  to  trade  in  your  1988  Audi  for 
iew  Audi,  its  percentage  of  retained 
lue  will  be  at  least  equal  to  that  of 
e  average  of  specified  models  of 
,  ercedes-Benz,  BMW,  and  Volvo, 


or  we  will  pay  you  the  difference. 
(Certain  restrictions  apply.  See  dealer 
for  details.) 

This  should,  we  feel,  remove 
many  of  the  "resale  risks"  normally 
associated  with  a  new  car  purchase. 
And  make  Audi  that  much  more 
attractive. 

Protected  From 
Delivery  To  Trade-in. 

With  Audi's  Value  Assurance  Program 
we  feel  that  we  have  the  type  of  protec- 
tion that  today's  car  buyers  demand. 
The  Audi  Value  Assurance  Program 
protects  your  investment  at  trade-in. 
Audi's  warranty  protects  virtually 
everything  for  3  years  or  50,000  miles. 
Audi's  warranty  against  corrosion 
perforation  helps  protect  against  the 
ravages  of  weather.  And  should  the 
need  arise,  24  Hour  Roadside  Assist- 
ance is  just  a  telephone  call  away.         , 


With  the  new  Audi  Assurance 
Program  your  investment  is  protected 
from  the  time  you  take  delivery  to  the 
time  you  trade  it  in.  And  all  this  pro- 
tection is  offered  at  no  additional  cost 
to  you. 

Further  Reassurance: 
The  Test  Drive. 

As  assuring  as  it  is  to  read  about  how 
Audis  are  protected,  there  is  nothing 
more  reassuring  than 
driving  one.  So  if  you 
happen  to  be  one  of 
those  people  who  demands  full  pro- 
tection for  his  investments,  we  urge 
you  to  see  your  Audi  dealer  and  invest 
some  time  in  a  test  drive. 

It  may  be  the  best  investment 
you'll  ever  make. 

*  See  dealer  for  details 

"*The  Roadside  Assistance  Program  is  through  membership 
in  the  United  States  Auto  Club  Motoring  Division,  lnc 

'*Excludes  leases. 


Why  27,454  firms 

depend  on 

Tiffany's  Corporate  Division. 


A  celebrated  design  staff  that  can 

create  one-of-a-kind  masterpieces  for  your  most 

important  customers  and  employees. 

Perhaps  the  oldest  and  largest 
corporate  gift  division  in  the  U.S. 

Tiffany's  distinctive  blue  box. 

A  custom-tailored  service 

recognition  program  to  reward  your  employees 

for  longevity  of  service. 

Exclusive  Tiffany  sales  incentive  gifts 
that  recipients  cherish  forever. 

Tiffany  corporate  dining  accessories. 

China,  flatware  and  crystal  that 

carry  your  firm's  logo. 

Unique  awards  like  the  Super  Bowl  Trophy 
and  so  many  others. 

A  professional ,  multilingual  staff. 

Large  inventories  to  insure 
that  the  business  gifts  in  our  catalogue 
are  always  in  stock. 

An  account  executive  who 

takes  personal  pride  in  serving  all 

your  business  needs. 


Multiple  order  capability 

nationwide,  worldwide.  To  receive 

a  catalogue,  open  an  account  or  place  an 

order,  simply  call  800-423-2394. 


Tl  FFANY  &  CO. 


NEW  YORK      BbVtRLY  HILLS     CHICAOO     DALLAS     HOUSTON     PHILADELPHIA 
rON      ATLANTA      SAN  FRANC  IMO      WASHINGTON  DC     DETROIT  ©  T&CO.  1988 


its  investments,  mostly  government 
bonds  and  Treasury  bills,  than  from 
its  loans.  Even  today  48%  of  the 
bank's  deposits  are  in  cash,  govern- 
ment-backed securities  and  federal 
funds  sold.  "Tom  Frost  lends  money 
like  it's  his,"  says  Frank  Anderson,  a 
bank  analyst  with  Latin  &  Co.  In  a 
way  it  is  his:  Bank  insiders  own  more 
than  20%  of  the  stock,  with  Frost 
himself  controlling  4%. 

In  the  mid-1980s,  as  loan  demand 
dwindled,  the  bank  cut  staff  by  20% . 
In  1986  it  sold  its  credit  card  opera- 
tions for  a  $5.7  million  profit.  And 
last  year  it  sold  its  headquarters  near 
San  Antonio's  Riverwalk  for  a  $17 
million  profit,  taken  over  13  years. 

No  matter  how  adroitly  Frost  has 
maneuvered,  however,  he  has  not 
been  able  to  insulate  the  bank  from 
the  collapse  of  the  state's  economy. 

"We're  a  little  like  a 
sailboat  tacking  in  a  40mph 
wind,"  Frost  says. 
"We're  only  making  lmph 
progress,  but  everybody 
else  is  going  backward." 

Last  year  nonperforming  loans  in- 
creased 41%,  to  $93.7  million.  At 
5.7%  of  total  loans,  the  nonperform- 
ers  are  half  the  state  average.  Still, 
Cullen/Frost's  $35.7  million  in  loan- 
loss  reserves  cover  only  38%  of  the 
nonperformers,  less  than  half  the  na- 
tional average.  About  80%  of  those 
are  in  real  estate,  mostly  loans  to 
longtime  Cullen/Frost  customers 
who  got  caught  when  real  estate  val- 
ues dropped.  Frost  acknowledges  that 
nonperforming  loans  will  increase 
this  year.  But  Cullen/Frost  is  the  only 
major  Texas  bank  with  more  equity 
than  nonperformers. 

Over  the  last  year  the  Texas  econo- 
my has  staged  a  slight  recovery.  State- 
wide employment  and  income  have 
inched  upward,  with  the  strongest 
gains  in  San  Antonio  and  Houston, 
areas  where  Cullen/Frost  has  81%  of 
its  assets.  Cullen/Frost  has  begun  a 
modest  expansion,  opening  four 
branches  in  San  Antonio.  It  has  been 
picking  up  business  from  First  City 
and  First  Republic,  bigger  banks  that 
are  being  shored  up  by  the  federal 
government.  Cullen/Frost  is  consider- 
ing bidding  for  First  Republic 
branches  if  they  become  available. 

"We're  a  little  like  a  sailboat  tack- 
ing in  a  40mph  wind,"  Frost  says. 
"We're  only  making  lmph  progress, 
but  everybody  else  is  going  back- 
ward." He's  putting  it  too  mildly: 
Most  of  his  competitors  are  going  not 
backward  but  downward.  ■ 
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Personal  Eaxability 

The  Canon  FaxPhone  20. 

With  personal  convenience  and  high-performance  feature' 

it's  a  great  catch  for  any  business. 

In  an  age  when  business  as  usual,  isn't  anymore,  Canon  presents  a 
personal  facsimile  for  everyone. 

The  FaxPhone  20.  An  advanced  facsimile  that  sends  and  receives  doci 
ments  in  seconds.  A  personal  phone  system  with  automatic  access,  too. 

What's  more,  with  a  transmission  speed  of  17 seconds  per  page!  this 
Canon  FaxPhone  gives  you  reach  you  never  thought  you  had.  It  even 
speed-dials  multiple  locations.  Automatically. 

And,  at  just  over  eight  pounds,  it's  compact  enough  to  work  anywhere. 

The  Canon  FaxPhone  20.  It's  the  high-performance  fax  for  everyone's 
personal  style.  And  that's  no  fish  story.  .saseaoncciTT.i  Tes.cn 

Canon 

FAXPHONE  2C 


extend  .     ■    I 

,mon  Credit  Ca'd  Ask  K ■•■ 
|l 
Available  only  m  US   C  198'CawuSA  mc 


Fa»Pho'i<  ,,inonlnc 


For  mofe  information  about  the  FaxPhone  20. 
call  toll  Iree  i-800-OK  CANON.  Or  write 
Canon  U.S.A.,  Inc.,  PO  Box  5210  Clifton.  NJ  C 
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What  supermarkets  did  to  the  corner 
greengrocer  and  Waste  Management  to 
the  local  garbage  hauler,  Blockbuster  En- 
tertainment hopes  to  do  to  video  rental. 

Give  'em  variety 


By  Subrata  N.  Chakravarty 

Wayne  Huizenga  is  a  50-year- 
old  in  a  hurry.  At  33  he  co- 
founded  (with  Dean  Bun- 
trock,  then  his  first  cousin's  husband) 
Waste  Management  Inc.,  now  the  na- 
tion's largest  waste  disposal  compa- 
ny. He  was  its  president  and  chief 
operating  officer  until  1983,  when  he 
tired  of  commuting  between  Waste 
Management's  Chicago  headquarters 
and  his  home  in  Fort  Lauderdale.  He 
left  the  company  in  1984.  Now  Hui- 


zenga wants  to  repeat  the  Waste  Man- 
agement trick  in  a  different  industry: 
videotape  rental.  His  vehicle:  Block- 
buster Entertainment  Corp. 

Videotape  rental  is  one  of  the  coun- 
try's fastest-growing  and  most  frag- 
mented industries;  more  than  half  of 
U.S.  television  households  now  have 
at  least  one  VCR.  The  rental  market 
for  tapes  is  around  $5  billion  a  year.  So 
far,  no  single  company  has  claimed 
much  of  that  revenue. 

There  arc  now  over  25,000  video 
rental  stores,  mostly  small  storefront 


K.ihcn  HunliTill.im 


'..   '  \  and  Vice  Chairman  John  Melk 

ry  because  qf"o/ie  little  problem." 


entrepreneurs.  Throw  in  the  rental 
departments  of  grocery,  record  and 
convenience  stores  and  mass  mer- 
chants, and  there  are  over  57,000  rent- 
al outlets.  Many  of  these  stock  only  a 
few  hundred  tapes.  Few  stock  as  many 
as  3,000. 

A  shakeout  seems  inevitable,  and 
Huizenga  intends  to  speed  it  up  by 
creating  the  first  nationwide  chain, 
offering  huge  selections.  Blockbuster 
now  has  over  200  stores  (129  of  them 
company-owned)  in  30  states.  Each 
store  stocks  a  minimum  of  6,500  dif- 
ferent titles — with  multiple  copies, 
some  10,000  tapes  in  all.  All  stay  open 
from  10  a.m.  to  midnight,  seven  days 
a  week.  In  the  12  months  since  Hui- 
zenga took  control  of  Blockbuster,  the 
company  has  become  the  country's 
fifth  largest  in  1987  revenues,  accord- 
ing to  Video  Store  magazine. 

Thanks  in  part  to  acquisitions,  but 
mainly  because  of  rapid  expansion, 
Blockbuster's  revenues  in  1987  grew 
to  $43.2  million,  from  $7.4  million  in 
1986.  Earnings  topped  $4  million,  ver- 
sus a  loss  of  $3.2  million  the  year 
before.  Merrill  Lynch  analyst  Fran 
Bernstein  forecasts  1988  earnings  at 
around  $12  million,  on  revenues  of  at 
least  $135  million,  and  thinks  profits 
could  double  next  year. 

More  explosive  growth  is  almost 
assured.  In  April  United  Cable  Televi- 
sion Corp.  (46%  owned  by 
Tele-Communications  Inc.) 
became  a  Blockbuster  fran- 
chisee and  committed  to 
open  100  Blockbuster  super- 
stores in  the  next  30  months. 
UCTC  has  also  purchased  a 
5%  equity  stake  in  Block- 
buster, for  $12.25  million. 
Huizenga  says  that  Tele- 
Communications  Chief  Ex- 
ecutive John  Malone  may 
bring  TCI  itself  in  as  a  fran- 
chisee. If  that  happens,  the 
number  of  Blockbuster  stores 
to  be  opened  by  TCI  and 
UCTC  could  increase  to  250 
or  so,  according  to  Huizenga. 
Blockbuster  began  life  as 
Cook  Data  Services,  a  Dal- 
las-based public  company 
that  supplied  computer  soft- 
ware to  the  oil  and  gas  busi- 
ness. When  the  oil  business 
went  bad,  Cook's  founder, 
David  Cook,  cast  around  for 
something  else  to  do.  At  the 
urging  of  his  ex-wife — a  mov- 
ie buff — he  began  looking  at 
the  video  rental  business. 

Almost  immediately, 

Cook  was  struck  by  the 
number  of  complaints  he 
heard  about  lack  of  selection. 
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Tie  only  way 
)  manage 
$30  million 
ortfolio 


f  i  the  way  that  protects 
'  r  money  and  makes  it 
pw.  Of  course. 
But  that's  harder  than  it 
i  Jnds.  Who  can  really 
I'e  us  the  help  we  need? 
'•  ow  us  how  much  risk  to 
I  te?  Can  we  hnd  advisors 


who  anticipate  problems, 
not  just  react  to  them?  Will 
they  stay  interested? 

"The  private  bankers  at 
Morgan  have  been  helping 
substantial  investors  make 
the  right  decisions  for  a 
century  or  more.  We  listen 
hard.  Our  bias  is  toward 
close  and  enduring  rela- 
tionships and  superior  long- 
term  investment  manage- 
ment performance. 

We  adapt  our  skills  and 
services  to  serve  your 


needs.  We  can  divest  a 
company  or  help  form  a 
partnership;  provide  safe- 
keeping services  for  your 
securities;  sell  a  collection 
or  other  asset;  set  up  a  line 
of  credit  or  administer 
a  trust. 

And  on  your  behalf  we 
have  access  to  the  same 
worldwide  Morgan  re- 
sources and  underlying 
capital  strength  that 
serve  the  world's  largest 
corporations. 


If  you'd  like  superior 
management  of  assets  of 
$5  million  or  more,  we 
invite  you  to  meet  with  us. 
Contact  Anthony  D. 
Pennetti,  Trust  Officer, 
Morgan  Guaranty  Trust 
Company,  444  S.  Flower 
Street,  Los  Angeles,  CA 
90017.  (213)  489-9347. 


Private  banking  at  Morgan 
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To  have  a  large  tape  selection  required 
a  heavy  investment  (distributors  typi- 
cally charge  $70  per  tape  for  a  box 
office  hit)  and  a  good  computer  sys- 
tem to  manage  the  inventory  and  run 
the  store.  Cook  figured  he  could  play  a 
role  in  rationalizing  the  fragmented 
business.  After  months  of  research, 
primarily  by  former  wife  Sandy  Cook, 
David  Cook  sold  the  oil  and  gas  soft- 
ware business  to  its  managers.  In  Oc- 
tober 1985  he  opened  the  first  Block- 
buster superstore,  in  Dallas.  Cook's 
store  started  out  with  8,000  tapes  and 
6,500  titles,  thousands  more  than  his 
largest  competitor. 

But  depth  and  control  of  inventory 
weren't  Cook's  only  innovations. 
Other  stores  keep  their  tapes  behind 
the  counter,  to  avoid  theft.  That 
means  a  customer  must  order  his  tape 
at  the  counter  and  wait  until  an  em- 
ployee finds  it,  if  it  is  available.  Then 
the  transaction  has  to  be  written  up. 
A  time-consuming  process.  From  the 
start,  Blockbuster's  tapes  were 
stacked  face  forward  on  shelves  in  the 
display  area — more  like  a  bookstore 
than  a  library — so  customers  could 
browse  and  then  bring  their  selections 
to  the  counter  themselves.  A  magnet- 
ic stripe  on  each  tape  discouraged 
theft,  and  laser  guns  scanned  bar 
codes  on  tape  boxes  and  members' 
cards  and  printed  up  a  transaction  in 


seconds.  Just  like  a  supermarket 
checkout  counter. 

The  Dallas  store,  says  Cook,  was 
wildly  successful.  "People  weren't 
just  renting  the  top  50  hits,"  he  says. 
"They  were  renting  everything.  There 
seemed  to  be  a  latent  demand  that  no 
one  knew  about.  No  one  had  put 
8,000  tapes  out  there  before." 

By   the   summer   of    1986   Cook's 

Blockbuster's  emphasis  on 
selection  goes  counter  to 
prevailing  wisdom  in  the 
industry.  "The  video  rental 
industry  says  that  this  is  a 
hit-driven  business,  so  why 
carry  all  the  other  stuff?" 
says  Huizenga.  "That's 
good.  I  like  them  saying 
that." 

Blockbuster  had  three  stores.  But 
then,  just  days  before  an  equity  offer- 
ing in  September  1986  to  raise  money 
for  expansion,  a  financial  columnist 
sneered  at  Blockbuster's  oil  industry 
antecedents  and  questioned  Cook's 
business  acumen.  Cook  blames  the 
columnist  for  killing  the  stock  offer- 
in,';.  In  any  case,  Blockbuster  began  to 
run  out  of  cash. 

This  is  where  Huizenga  came  in.  A 
partner  in  some  of  his  ventures  was 


John  Melk,  former  president  of  Waste 
Management's  international  division. 
Melk  was  an  investor  in  a  Blockbuster 
franchise.  In  February  1987  Huizenga, 
Melk  and  Donald  Flynn  (Waste  Man- 
agement's chief  financial  officer)  in- 
vested $18.6  million  in  newly  issued 
Blockbuster  stock. 

This  gave  the  Huizenga  group  al- 
most 35%  of  Cook's  company,  with 
warrants  to  buy  more  stock  in  the 
future,  and  set  the  stage  for  Cook's 
departure.  Whereas  Cook  had  envis- 
aged a  company  that  would  primarily 
franchise  its  name  and  computer  sys- 
tem, much  like  McDonald's,  Hui- 
zenga wanted  most  of  the  growth  to 
come  from  company-owned  stores. 

"I  don't  believe  that  just  franchis- 
ing gives  you  quality  of  earnings," 
Huizenga  explains.  "If  you  want  to 
build  a  quality  company,  you  have  to 
have  company-owned  operations." 
He  ruled  that  franchises  would  be 
granted  only  for  towns  too  small  to 
justify  several  stores.  (The  deal  with 
United  Cable  is  for  stores  in  smaller 
cities  in  which  UCTC  has  cable  oper- 
ations.) Where  possible,  Huizenga  de- 
creed, franchised  territories  would  be 
bought  back.  Ultimately,  Blockbuster 
plans  to  own  60%  of  its  stores. 

Huizenga  and  Cook  also  disagreed 
over  Huizenga's  plan  to  acquire 
chains  that  dominated  local  markets, 
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convert  them  to  the  Blockbuster  for- 
mat and  achieve  instant  dominance. 
He'd  used  the  technique  at  Waste 
Management,  once  buying  up  100  lo- 
cal waste-haulers  in  a  nine-month  pe- 
riod. In  April  1987  Cook  left,  and  Hui- 
zenga,  Melk  and  Flynn  took  over. 
They  haven't  tampered  with  Cook's 
fundamental  format:  the  Blockbuster 
superstore,  with  its  huge  selection 
and  a  rental  policy  that  allows  cus- 
tomers to  have  tapes  for  three  eve- 
nings for  slightly  more  than  other 
stores  charge  for  a  24-hour  rental. 
That  encourages  customers  to  rent 
more  than  one  tape  at  a  time. 

Blockbuster's  emphasis  on  selec- 
tion goes  counter  to  prevailing  wis- 
dom in  the  industry.  "The  video  rent- 
al industry  says  that  this  is  a  hit- 
driven  business,  so  why  carry  all  the 
other  stuff?"  says  Huizenga.  "That's 
good.  I  like  them  saying  that."  Hui- 
zenga says  the  rental  of  hits  accounts 
for  under  30%  of  Blockbuster's  rental 
revenues.  Because  the  nonhit  tapes 
cost  far  less  to  buy  (around  $30  per 
copy),  their  return  on  investment 
sometimes  exceeds  that  of  hits. 

Blockbuster  also  differs  from  its 
competitors  by  not  stocking  X-rated 
films.  "When  we  started,  we  thought 
people  would  stop  in  on  the  way 
home  from  work  and  pick  up  a  tape  or 
two,"  says  Huizenga.  "But  generally, 


they  go  home,  pick  up  the  kids  and 
come  back  to  shop  around.  That's  the 
atmosphere  that  we  like."  To  foster  it, 
Blockbuster  edits  the  trailers  that  it 
shows  in  stores  to  eliminate  violence, 
bad  language  and  sex. 

To  manage  the  rapid  growth,  Hui- 
zenga has  built  a  strong  organization 
in  six  regional  offices.  The  distribu- 
tion center  in  Dallas  repacks  tapes 

The  first  Blockbuster  store 
was  wildly  successful,  says 
David  Cook.  "People 
weren't  just  renting  the  top 
50  hits.  They  were  renting 
everything.  There  seemed  to 
be  a  latent  demand  that  no 
one  knew  about.  No  one  had 
put  8,000  tapes  out  there 
before." 

into  bar-coded  boxes  and  stocks 
enough  inventory  for  the  next  20  new 
superstores.  As  with  Toys  "R"  Us, 
another  company  that  dominates  a 
fragmented  industry  (Forbes,  Feb.  22), 
Blockbuster  has  developed  the  most 
sophisticated  computer  system  in  its 
business.  The  system  permits  parents 
to  block  the  rental  of  R-rated  films  by 
their  children  by  coding  membership 
cards  to  prohibit  such  rentals.  Infor- 
mation from  the  system  allows  Block- 


buster to  cull  tapes  that  aren't  doing 
well.  It  is  mainly  this  information 
system  that  franchisees  are  buying 
when  they  give  Blockbuster  a  fran- 
chise fee  of  $35,000  and  a  royalty  of 
up  to  7%  of  gross  revenues. 

Blockbuster  and  its  franchisees  are 
now  opening  one  superstore  every 
two  days.  By  year's  end,  Blockbuster 
will  have  at  least  375  owned  and  fran- 
chised  stores,  versus  133  at  the  end  of 
1987.  Building  the  superstores,  which 
average  around  6,000  square  feet  in 
size,  is  not  cheap.  The  initial  invest- 
ment is  around  $550,000,  but  Hui- 
zenga told  analysts  recently  that  the 
average  company-owned  store  grosses 
around  $70,000  per  month,  and  earns 
some  $18,000  pretax. 

At  a  recent  price  of  $22,  Blockbust- 
er's stock  sells  at  20  times  Merrill 
Lynch's  fully  diluted  earnings  esti- 
mate for  this  year,  suggesting  that  in- 
vestors have  already  discounted  much 
of  the  good  news.  Still,  says  Fran  Bern- 
stein, "Blockbuster's  outlook  for 
earnings  is  so  strong  and  the  growth  is 
so  rapid  that  it's  still  a  good  buy." 

"We  have  the  best  concept  by  far  in 
the  industry,"  Huizenga  says. "One 
little  problem:  It's  not  proprietary,  so 
people  can  copy  it.  That's  why  we 
need  to  move  rapidly."  Thanks  to  Da- 
vid Cook  and  Wayne  Huizenga,  copy- 
ing Blockbuster  won't  be  easy.  ■ 
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AT&T 

The  right  choice. 


Capitalizing  on  Money  Management— 
advice  on  putting  together  an  effective 
cash  management  program.  ^ 

Find  out  what  some  of  America's 
fastest-growing  small  com-  j^tet 
panies  already  know  with 
your  free  copy  of  AT&T's 
Telecom  m  u  n  ica  tions 
Ideas  to  Grow  On. 

And  learn  how... from  equipment 
to  networking,  from  computers  to  communi- 
cations, AT&T  is  the  right  choice. 

To  receive  your  free  booklets,  send  the  coupon  or  call 

h  1  800  533-9780,  Ext.  5452 

Big  small  business  ideas.  Free. 

Yes,  please  send  me  a  free  copy  of  AT&T's  Telecommunications  Ideas  to  Grow  On. 
My  total  monthly  long  distance  telephone  bill  is  □  less  than  $200  □  1200-1300 
U I30O-I5OO  □  $500  +  . 
The  majority  of  my  business  D  is  D  is  not  conducted  in  my  home. 
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What  a  year  for  H.R.  (Bum)  Bright.  He 
spearheaded  Texas'  biggest  bank  merger, 
which  soured.  His  own  savings  and  loan  is 
on  the  ropes.  Even  his  football  team,  the 
Dallas  Cowboys,  is  now  a  loser. 

Down  to  his  last 
$300  million 


By  Jack  Willoughby 


Bum  Bright  has  quite  a  list  of 
assets.  He  is  majority  owner  of 
the  listless  Dallas  Cowboys, 
largest  stockholder  of  faltering  First 
RepublicBank  and  the  outright  owner 
of  Dallas'  second-largest  thrift,  the 
struggling  Bright  Banc  S.A.  Last  year 
Forbes  put  his  personal  fortune  at 
more  than  $600  million.  Right  now 
the  poor  chap  could  hardly  put  his 
hands  on  $300  million. 

Yes,  he  can  still  afford  to  be  philo- 
sophical. "I've  probably  got  as  much 
money  in  the  bank  today  as  I 
had  a  year  ago,"  he  says, 
"and  that's  enough  to  get 
into  the  Safeway  line  once  a 
week." 

And  quite  a  bit  more.  But 
in  just  eight  months  Bum 
(an  affectionate  childhood 
nickname  given  by  his 
mother)  Bright  has  watched 
over  $20  million  of  his  net 
worth  vanish  as  shares  of 
First  RepublicBank  dropped 
from  26  to  1  Y*.  Simple  jus- 
tice, perhaps,  since  Bright 
claims  to  have  hatched  the 
disastrous  merger  that  cre- 
ated First  Republic  out  of 
two  giant  but  sick  bank 
holding  companies. 

First  Republic  is  about  to 
become  the  biggest  federal 
bank  bailout  since  Conti- 
nental Illinois,  but  BrJn 
ts  the  mergei 
.<:  "Yeah    I  pro 
1  was  one  ot 
es  to  discuss  it 
pie     i     we 
.>•  it,  both  )- 
.  id. 
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man  the  Wall  Street  Journal  dubbed 
Texas'  thrift  tycoon  certainly  knows 
something  about  failing  banks.  Bright 
Banc  Savings  Association  (assets  last 
year,  $4.8  billion),  the  cornerstone  of 
Bum's  empire,  is  nearly  worthless  af- 
ter four  straight  years  of  losses.  He 
insists  the  thrift  isn't  worthless,  how- 
ever. The  bank  still  contains  a  mort- 
gage banking  company  with  offices  in 
12  states  and  loan  services  of  $7  bil- 
lion. But  valuing  the  thrift  is  dicey, 
because  Bright  Banc's  capital,  at  $82 
million — 1.7%  of  assets  and  well  be- 
low the  national  average  of  nearly 


4% — is  dwarfed  by  the  $353  million 
in  "goodwill"  he  carries  on  the  books. 
What's  more,  the  thrift's  portfolio 
of  foreclosed  real  estate  has  grown  to 
$331  million,  6.9%  of  assets.  Says 
Bright:  "We  have  foreclosed  on  a  lot  of 
real  estate  projects  because  the  devel- 
opers are  putting  money  in  their  pock- 
ets and  not  making  any  kind  of  pay- 
ment to  us.  These  properties  have 
some  kind  of  cash  flow,  and  we'd  rath- 
er be  making  2%  on  our  investment 
than  zero." 

We  would,  too.  But  Bright  Banc  fil- 
ings show,  instead,  that  it  has  lost 
$5.8  million  running  the  foreclosed 
real  estate  in  the  last  two  years.  And 
yet  it  continues  to  have  a  reputation 
for  grabbing  underwater  real  estate 
projects.  The  game?  Bright  is  appar- 
ently playing  chicken  with  federal 
bank  regulators.  Knowing  that  his 
thrift  is  all  but  dead,  he  figures  the 
feds  don't  want  the  properties  them- 
selves and  will  find  a  way  to  keep  him 
afloat  until  real  estate  rebounds. 

Not  a  bad  gamble  these  days.  The 
Federal  Savings  &  Loan  Insurance 
Corp.  is  in  financial  disarray  itself,  a 
rescue  plan  for  Texas  thrifts  is  now 
under  consideration  and  the  Federal 
Deposit  Insurance  Corp.  is  facing  a 
possible  $3  billion  rescue  for  First 
RepublicBank. 

Anyway,  Bum  Bright  is  no  candi- 
date for  the  poorhouse  yet.  He  owns 
over  $100  million  in  oil  and 
gas  reserves.  He  also  holds 
about  $25  million  in  a 
trucking  enterprise,  an  in- 
terest of  about  $50  million 
in  Texas  Stadium  (the  Cow- 
boys' home  field),  and  his 
general  partnership  in  the 
Cowboys  football  team 
(which  is  estimated  to  be 
worth  around  $35  million). 
There  is  also  a  2,500-acre 
ranch  outside  Dallas  that 
might  be  worth  some  $100 
million. 

Bright  remains  a  believer 
in  Texas  and  the  proposi- 
tion that  the  state's  proper- 
ty values  will  rebound.  He 
has  to.  "They  have  to  come 
back,  because  property  is 
selling  for  less  than  what  it 
cost  to  build  the  buildings," 
he  says  calmly.  Bright 
stops,  and  adds:  "But  I 
wouldn't  want  to  project 
when.  Besides,  I  never  said 
that  I  was  worth  $600  mil- 
lion. You  did." 

Which  means  only  that 
we,  too,  underestimated 
how  bad  things  had  gotten 
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'Live  all  you  can;  its  a  mistake  not  to. 


Henrx  Jame 
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What  if  there  were 
more  powerful  forces  at  work 


Introducing  the  full  range  of 
Vectra  PCs  from  Hewlett-Packard. 

Exceptional  power. 

That's  the  defining  characteristic 
of  our  new,  comprehensive  line  of 
industry-standard  PCs. 

From  the  20-megahertz  80386- 
based  system,  through  the  12- 
megahertz  80286,  to  our  entry-level 
and  portable  models. 

And  this  line  not  only  has  the 
speed  to  get  the  job  done,  but  the 
expandability,  too. 

For  instance,  the  memory  of  our  12 
MHz  80286-based  model  can  be  ex- 
panded up  to  8  megabytes.  And,  im- 


portantly all  8  can  be  accessed  at  the 
same  12  MHz  for  faster  performance. 

With  eight  expansion  slots  and  up 
to  620  megabytes  of  mass  storage, 
the  80386  models'  built-in  expanda- 
bility will  handle  your  most  demand- 
ing applications. 

But  there's  more  than  just  power. 
There's  the  compatibility  to  meet 


n 


Mid  level,  80286  based 


6  compatible 


today's  standards  while  anticipating 
tomorrow's. 

Both  desk-top  and  floor-mount 
models  support  5.25"  and  3.5" 
internal  flexible  drives,  while  the 
80286  and  80386  machines  will 
run  OS/2. 

And  every  single  HP  Vectra  PC  of- 
fers something  no  other  PC  can:  HP's 
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long  established  reputation  for  qual- 
ity and  reliability. 

Advanced  surface-mount 
technology  and  VLSI  are  just  two 
examples  of  how  this  reputation  is 
being  upheld. 

PCs  like  this  are 
the  product  of  a 
philosophy  that 
never  stops  asking 
"What  if...?"  to 
create  a  better  com- 
puting tool  for  your 
business. 
Just  call  for  the 
location  of  your 

nearest  HP  sales 
rtahfe,  8086  compatible    office  Qr  dea]er 

at:  1  800  752-0900,  Dept.  687D. 
More  power  to  you. 


HP  Vectra  RS/16  and  RS/20 
Personal  Computers 
High-level,  80386  based 

•  Choice  of  16  or  20  MHz.  Intel 
80386-based  microprocessors 

•  Up  to  620  Mbytes  hard  disc 
storage  supported— 17  millisecond 
average  seek  time  for  100  through 
620  Mbytes 

•  Up  to  16  Mbytes  of  32-bit  mem- 
ory using  interleaved  page- mode 
DRAM 

•  8  accessory  slots  for  expansion, 
330-watt  peak  power  supply,  and  six 
half-height  mass  storage  shelves 

•  Both  5.25  and  3  5  inch  flexible 
disc  dnves  supported  internally 

•  Separate  mouse/graphics  tablet 
port  included 

•  Intel  80387  and  Weitek  1167 
co-processor  support 

HP  Vectra  ES  and  ES/12 
Personal  Computers 
Mid-level,  80286  based 

•  Choice  of  8  or  12  MHz,  Intel 
80286-based  microprocessors 

•  Up  to  8  Mbytes  of  expanded 
memory,  accessed  at  12  MHz  in  the 
Vectra  ES/12  PC,  supporting  LIM  4.0 
expanded  memory  specification 
without  using  I/O  slots 

•  7  accessory  slots  for  expansion 

•  20  and  40  Mbyte  hard  disc 
models 

•  Both  5.25  and  3.5  inch  flexible 
disc  dnves  supported  internally 

•  Separate  mouse/graphics  tablet 
port  included 


we  never  stop 
asking 


HP  Vectra  CS  Personal  Computer 
Entry-level,  8086  compatible 

•  716  MHz,  8086-compatible 
microprocessor  with  zero  wait  states 

•  Up  to  8  Mbytes  of  expanded 
memory,  addressable  via  LIM  3.2 
expanded  memory  specification 

•  7  accessory  slots  for 
expansion 

•  20  Mbyte  hard  disc  model 

•  Both  5.25  and  3.5  inch  flexible 
disc  drives  supported  internally 

HP  Portable  Vectra  CS 
Personal  Computer 
8086  compatible 

•  716  MHz,  8086-compatible 
microprocessor  with  zero  wait  states 

•  Up  to  2  Mbytes  expanded  mem- 
ory, addressable  by  LIM  3.2 

•  Four  I/O  slots 

•  Supports  two  3,5  inch  flexible 
disc  drives 

•  20  Mbyte  internal  hard  disc 
model  available 

•  Up  to  10  hour  battery  life 

•  IBM  style  keyboard 

AutoCad  is  a  U  S  trademark  of 
Autodesk.  Inc 

PageMaker  is  a  U  S  trademark  of 
Aldus  Corp 
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The  Up  &  Comers 


Recoveries 


"Dorit  mess  with  retail/  an  outgoing 
Champion  Products  executive  advised  in- 
coming president  Roger  Holland.  So  Hol- 
land messed  with  retail. 

Thanks  for 
the  advice 


By  Kathy  Murray 


I'f  ever  there  was  a  company 
prone  to  blunders,  it  was  Champi- 
lon  Products,  Inc.  Champion  was 
started  80  years  ago  in  Rochester, 
N.Y.  as  a  sweater  manufacturer  by 
William  and  Abe  Feinbloom.  In  the 
late  1930s  it  began  specializing  in  ath- 
letic uniforms  by  putting  team  insig- 
nias  on  Army  surplus  long  underwear. 
The  $177  million  (1987  sales)  compa- 
ny now  manufactures  baseball,  bas- 
ketball, football  and  other  uniforms 


for  high  school,  college  and  profes- 
sional teams.  It  also  does  a  line  of 
athletic  wear,  which  it  sells  through 
campus  bookstores,  sporting  goods 
and  department  stores. 

In  the  1960s  the  Feinblooms 
brought  in  outside  management.  Out- 
side, and  not  very  bright.  They  contin- 
ued to  sell  Champion's  uniforms  di- 
rectly to  coaches  and  school  athletic 
departments,  thereby  alienating  the 
sporting  goods  stores.  That  proved 
costly  when  the  fitness  boom  took  off, 
and   gave   competitors   like    Russell 


Roger  ilulhont 
i'.eniut*  im  taking  root. 


Corp.  (sales,  $480  million)  a  big  toe  in 
the  athletic  apparel  retailing  door. 

Through  its  college  and  university 
contacts,  Champion  did  enjoy  excel- 
lent entree  into  the  campus  book- 
stores, which  it  continues  to  domi- 
nate. But  in  the  early  1980s  Champion 
belligerently  refused  to  pay  royalties 
for  using  school  and  team  logos  on 
sweatshirts  and  jerseys.  Consequent- 
ly, they  were  sued  by  such  customers 
as  USC,  UCLA  and  the  University  of 
Pittsburgh.  The  company  won  the  le- 
gal argument  but  lost  several  campus 
accounts.  A  bit  later,  management 
missed  out  on  most  of  the  athletic 
shoe  boom's  profits,  since  Uniroyal 
was  already  using  Champion's  name. 
In  the  first  quarter  of  1985  Cham- 
pion reported  a  loss,  and  the  Fein- 
blooms  were  finally  forced  to  pay  at- 
tention. In  a  rare  show  of  initiative, 
the  board  fired  Champion's  president 
and  spent  months  with  an  interim 
president  before  wooing  Roger  Hol- 
land away  from  Wall  Industries,  a 
Texas-based  maker  of  outdoor  wear. 

When  Holland  took  over  in  1985  he 
faced  a  daunting  task  of  reconstruc- 
tion. "We  had  to  fix  the  company  in 
1986,  or  else,"  says  Holland.  This 
meant  transferring  knitting  opera- 
tions to  a  new  plant  in  midseason, 
replacing  nearly  all  of  upper  manage- 
ment and  asking  the  board  for  "more 
money  than  they'd  handed  out  in  the 
past  five  years." 

But  mostly  it  meant  committing 
the  company  to  an  area  Holland's  pre- 
decessors had  always  bungled:  the  re- 
tail market  for  athletic 
apparel.  Holland  re- 
members the  advice  he 
received  from  a  depart- 
ing executive:  "The  guy 
said,  'Don't  mess  with 
retail,  it's  a  loser  and  it's 
not  something  we 
should  do.  Just  improve 
the  profitability  of  the 
company,  and  you'll 
have  a  soft,  easy  job.' ' 

Holland,  the  soft-spo- 
ken son  of  a  Georgia  tex- 
tile worker,  smiles  as  he 
tells  the  story.  In  Hol- 
land's two-year  tenure, 
sales  have  risen  50%,  to 
$177  million  last  year. 
Profits,  at  $7  million 
($2.05  a  share),  are  triple 
what  they  were  when  he 
took  over.  Nearly  all  the 
increase  stems  from 
Holland's  decision  to  ig- 
nore the  advice  to  ignore 
retail. 

In  this  decision,  Hol- 
land had  a  strong  ally: 


Bob  MaliorK.-vPn.iuri  GrOuD 
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William  Boeing  did 
what  couldn't  be  done 
by  giving  his  all  to 
his  airplanes. 

In  the  1950's,  a  transcontinental  flight 
took  the  better  part  of  a  day. 

But  on  October  13,  1955,  a  Boeing 
707  made  a  record-breaking  flight  from 
Seattle  to  Washington,  D.C.  In  an 
unprecedented  three  hours  and  fifty- 
eight  minutes. 

The  Boeing  Company's  philosophy 
was  well-defined.  They  were  in  the 
aviation  business,  and  accordingly  the 
company  focus  was  on  making  better 
aircraft.  Energy  put  into  the  core  busi- 
ness was  energy  well  spent. 

We  at  Ryder  System  think  that  phi- 
losophy applies  now  more  than  ever. 

In  these  times,  leaner,  more 
focused  assets  allow  a  core  business  to 
grow  faster.  Capital  and  manpower 
spent  on  support  services  can  do  more 
for  you  if  you  reinvest  them  in  your 
core  business. 

That  is  just  what  Ryder  System  can 
help  you  do.  Because  we  make  the 
investment  in  support  services  for  you. 

The  fact  is,  we've  grown  to  become  a 
$5.8  billion  leader  in  highway  transpor- 
tation services,  aviation  services,  and 
insurance  management  services.  All  by 
helping  other  companies  focus  on 
what  they  do  best. 

For  example,  our  Aviall  subsidiary 
performs  jet  engine  overhaul  services 
of  such  high  quality  that  our  commer- 
cial airline  customers  have  many  of  the 
best  records  in  the  industry  for  engine 
on-wing  time. 

To  find  out  just  how  we  can  help 
you,  write  M.  Anthony  Burns,  our 
Chairman,  at  Ryder  System,  3600  NW 
82nd  Avenue,  Miami,  Florida  33166. 


_ 


RYDER  SYSTEM 

Helping  you  do  better 
what  you  do  best. 
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Frederick  Lulof,  Champion's  vice 
president  for  retailing.  Lulof  had  been 
handling  Champion's  licensing  opera- 
tions in  Europe,  where  Champion 
sells  everything  from  skiwear  to 
swimsuits  under  its  name  in  fran- 
chised  Champion  stores. 

Lulof  was  convinced  Champion 
could  do  a  good  retail  business  in  the 
U.S.  At  Holland's  behest,  the  board 
approved  a  $9  million  three-year  ad 
campaign.  Holland  expanded  the  use 
of  Champion's  venerable  "C"  logo, 
which  had  been  displayed  on  the  com- 
pany's pro  basketball  and  football  uni- 
forms, to  other  areas  of  apparel.  But 
more  than  anything,  Holland  recog- 
nized that  selling  team  uniforms  and 
selling  athletic  apparel  to  retail  buy- 
ers are  two  distinct  businesses. 

Holland,  now  47,  learned  this  when 
making  a  sales  call  at  the  University 
of  Michigan.  He  strolled  into  the  lock- 
er room  in  his  Brooks  Brothers  best  to 
meet  a  prospective  buyer.  "There  I 
was,  ready  to  do  my  little  sales  spiel," 
Holland  says.  "And  here's  this  guy  in 
a  jock  strap,  who  never  even  put  his 
pants  on.  That's  when  1  realized,  'Hey. 
This  is  a  different  business.' ' 

So  Holland  quickly  created  two 
sales  organizations.  Today  94  sales- 
people, mostly  ex-athletes  and  ex- 
coaches,  handle  campus  bookstores 
and  teams.  Another  group  of  44  is 
specially  trained  to  woo  the  higher- 
margin  retail  accounts  like  R.H.  Macy 
and  Nordstrom's.  By  all  accounts, 
both  forces  are  marked  by  a  new  com- 
petitive vigor.  At  a  recent  trade  show, 
for  example,  a  shouting  match  broke 
out  between  Champion  and  Russell 
Corp.  salesmen  over  the  use  of  logos 
on  team  clothing.  A  new  aggressive- 
ness is  clearly  taking  root. 

Holland  thinks  he  can  build  Cham- 
pion's sales  to  $300  million  by  1990. 
But  its  manufacturing  facilities  re- 
main the  biggest  obstacle  to  achieving 
that  goal.  Lettering  and  printing  of 
jerseys  is  still  done  by  hand.  There  is 
room  for  much  greater  mechaniza- 
tion, but  not  without  a  significant 
investment.  Champion  recently  went 
to  the  market  for  $35  million  in  con- 
vertible debt  to  improve  capacity. 
That's  small  change  compared  with 
the  S270  million  that  Russell  Corp. 
has  spent  to  upgrade  its  facilities  over 
the  past  seven  years.  Noting  that  the 
$4.5  billion  (retail  and  team  sales)  ath- 
letu.  apparel  market  doesn't  lack  for 
tors,  retail  mdustrv  consul- 
warns  that  hampi- 
i  battle  .  r  mar- 
t  in  a  rough  bah     i 

or  group  ha!  put  -(.rious 

Aland's  abilities.  In  1986 
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kerage  firm,  began  accumulating 
Champion's  thinly  traded  stock  (after 
a  split  last  year,  there  are  now  3.4 
million  shares  outstanding)  and  sub- 
sequently tried  to  take  over  the  com- 
pany. Harold  Feinbloom,  58,  and  his 
family  own  33%  of  the  stock  and 
blocked  the  attempt;  he  insists  he  has 
no  intention  of  selling  out.  But  the 
Walsh  Greenwood  crowd  still  has  its 


20%  stake  and  continues  to  say  it 
may  seek  control.  This  helps  to  keep 
Champion's  stock  trading  at  around 
38 — about  19  times  last  year's  earn- 
ings, a  multiple  well  above  its  compe- 
titors' shares. 

But  takeover  candidate  or  not, 
Champion  under  Roger  Holland 
seems  to  have  put  past  mistakes  be- 
hind it.  ■ 


The  Up  &  Comers 


On  the  Margin 


Oakwood  Homes  was  considered  one  of 
the  best-managed  outfits  in  manufactured 
housing.  But  management  didnt  adapt 
when  times  got  tough. 

The  gods  must 
be  angry 


By  Eric  Schmuckler 


For  many  years  the  gods  smiled  on 
Oakwood  Homes.  The  Greensboro, 
N.C. -based  maker  and  marketer  of 
manufactured  housing  had  turned  in 


1 1  consecutive  years  of  increasing 
earnings.  In  fiscal  1986  (ended  Sept. 
30,  1986)  earnings  rose  despite  a  per- 
sistent industry  slump.  Analysts  were 
predicting  fiscal  1987  earnings  of 
around  $1.40  a  share,  up  from  $1.15. 


( )akwood  Homes  Chief  Executive  Nicholas  St  George 

After  1 1  years  of  increasing  profits,  the  roof  fell  in. 
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As  a  result  of  its  impressive  perfor- 
mance, Oakwood  earned  a  place  on 
Forbes'  roster  of  the  200  Best  Small 
Companies  (Nov.  16,  1987). 

Then  the  gods  grew  angry.  Last  Sep- 
tember Oakwood  took  a  $9.3  million 
chargeoff,  worth  90  cents  a  share, 
mainly  to  bolster  reserves  for  mount- 
ing repossessions  and  to  close  its  long- 
hurting  Texas  operation.  Oakwood 
eked  out  earnings  of  just  $400,000  on 
revenues  of  $108  million,  or  7  cents  a 
share.  The  stock  now  trades  at  around 
7.  A  year  ago  it  was  at  18.  Chief  Exec- 
utive Nicholas  St.  George  concedes 
that  results  for  fiscal  1988  are  likely 
to  be  poor. 

Here  is  a  classic  case  of  a  company 
whose  chief  executive  grew  danger- 
ously pleased  with  himself  and  failed 
to  see  warning  signs.  Oakwood  has 
always  aimed  squarely  at  the  middle 
of  the  manufactured  housing  market. 
It  maintained  a  firm  grip  on  pricing  by 
making  Oakwood  homes  available 
only  through  Oakwood  sales  centers. 

But  in  1984,  after  a  few  good  years, 
the  manufactured  housing  market  en- 
tered one  of  its  periodic  dives.  Ship- 
ments have  fallen  by  62,000  units 
since  then,  to  233,000  annually. 
Among  the  villains:  weakness  in  the 
agriculture  and  energy  segments, 
which  has  hit  traditional  buyers  of 
manufactured  housing,  and  overca- 
pacity, which  caused  a  brutal  shake- 
out  in  the  mobile  home  business. 

St.  George,  49,  led  Oakwood  into 
the  Texas  market  in  1982.  From  the 
first  the  Texas  operation  hemor- 
rhaged, despite  massive  cost-cutting. 
He  finally  withdrew  from  Texas  last 
fall.  Cost:  $4.3  million,  including  re- 
serves against  Texas  repossessions. 

In  1980  St.  George  took  Oakwood 
out  of  multisectional  or  "double- 
wide"  mobile  homes,  sensing  that 
this  part  of  the  market  would  suffer  in 
the  imminent  ^recession.  For  a  while 
the  decision  looked  smart.  Double- 
wides'  share  of  the  market  dropped  by 
a  third  between  1978  and  1982.  But 
lately  double-wides  have  come  back 
strong,  and  Oakwood  has  missed  the 
boat.  "We  stayed  out  of  them  too 
long,"  sighs  St.  George.  "It  was  a 
wrong  decision." 

In  late  1986,  its  problems  mounting 
but  not  yet  clear  enough  for  all  to  see, 
Oakwood  opened  its  fourth  factory. 
Today  the  company's  plants  are  run- 
ning at  only  70%  of  capacity. 

In  manufactured  housing,  reposses- 
I  sions  are  a  terrible  drain  on  the  busi- 
ness. Over  and  above  carrying  and  re- 
furbishing costs,  they  become  a  man- 
ufacturer's biggest  competition  by 
taking  the  place  of  a  new  sale.  In  the 
last  three  years,  repos  accounted  for 
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TO  GET  A  FOCUS  ON  THEIR 

FINANCIAL  FUTURE 
THE  BAKER  FAMILY  COMES 

THf^  f^T-I  A  QT7  insisht  in  the  areas  of 


At  Chase  Private 
Banking,  we  under- 
stand that  the  needs  of 
affluent  families  can  sometimes  be 
generations  apart. 

Accordingly,  we  offer  a  complete  spec- 
trum of  financial  services  to  meet  the 
changing  needs  of  each  family  member 
over  the  years. 

At  the  early  stages  of  planning  for  your 
future,  we  can  provide  investment  and 
cash  management  programs  to  meet  spe- 
cific growth  and  income  objectives.  We 
can  help  with  business  start-ups,  design 
plans  for  educational  funding,  arrange 
for  substantial  home  financing  and  more. 

Later  on,  you  may  require  trust  and 
estate  planning.  We  offer  skill  and 


equity,  tax-exempt  and 
cash  management  invest- 
ing for  principal  preservation  and  retire- 
ment planning. 

And,  if  a  family  business  is  involved, 
Chase  Valuation  Consultants  can  prepare 
valuations  for  buy/sell  agreements,  mergers 
and  acquisitions,  and  even  provide  strate- 
gies for  passing  the  business  on  to  the  next 
generation. 

It's  this  simple.  If  you  have  $250,000 
in  income  or  $500,000  in  investable 
assets,  you  can  benefit  from  the  service, 
expertise  and  professionalism  of  a 
Chase  Private  Banking  relationship. 

To  find  out  more,  call  Gail  A.  Schneider, 
Vice  President  at  (212)  730-3334. 


You've  made  it.  Now  make  the  most  of  it. 


In  California,  call  Robert  Diehl  at  (415)  433-8430  or  Gerald  Levy  at  (213)  689-5234 
In  Florida,  call  J  Bradford  Greer  at  (407)  659-6704  or  1-800-551-5927 
LENDER    Not  affiliated  with  Chase  Federal  Savings  and  Loan  Association. 
©  1988  The  Chase  Manhattan  Bank,  N  A  /Member  FD1C 
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25%  of 

all  American 

computer 


fiTiWT: 


wasted  on 
software 
conversion 


it 


Computer  makers 
have  been  creating 
generations  of  newer  and 
better  machines  for  the 

ist  30  years. 

At  the  same  time, 
they've  been  creating 
incompatible  standards. 
Which  accounts  for  all 
that  computer  power 
spent  on  converting 
software  from  one 
system  to  another. 

But  today,  users 
demand  industrywide 
standards.  And  the 
fastest-growing  standard 
is  the  UNIX  operating 
system. 

One  company— Unisys 


—is  more  committed  to 
turning  the  UNIX  OS  into 
a  powerful  business  tool 
than  anyone  else. 

While  any  UNIX 
System  V  based 
computer  is  designed  to 
work  with  any  other, 
Unisys  makes  them  all 
easier  to  use.  Creating 
networks,  tying  PCs  to 
mainframes  becomes 
routine.  Software  and 
data  are  easily  shared. 
No  matter  who  made 
the  computers  or  wrote 
the  software. 

Unisys  offers  one  of 
the  broadest  UNIX 
System  V  based  lines  in 
the  industry  (14  different 
computers).  With 


consistent,  sensible  user 
interfaces  and  our 
unique  productivity  tools. 
Plus  technical  support 
wherever  you  need  it. 

It  all  results  in  an  open 
system  you  control.  One 
that  fits  your  business 
exactly,  because  Unisys 
people  specialize  in 
your  industry. 

Only  Unisys  offers  you 
so  much  in  the  UNIX 
environment.  Let  us 
show  you  what  happens 
when  a  standard  is 
raised  to  a  new  power. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 


e  power  of 


CORUM 


® 


The  Corum  Gold  Coin  Watch.  An  authentic  $20  American  gold  piece. 

Quartz.  Water-resistant.  18  Karat  gold  bracelet.  Swiss  hand-crafted. 

For  brochure,  send  $2  to  Corum,  Dept.  FB.  650  Fifth  Ave.,  N.Y.,  NY.  10019. 
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about  9%  of  the  units  Oakwood  sold. 

St.  George  was  slow  to  structure 
compensation  to  discourage  repos. 
Salesmen  weren't  being  penalized  if  a 
home  was  repossessed  quickly,  so 
they  pushed  through  borderline  credit 
cases.  Over  the  last  year  managers 
have  been  made  to  bear  some  of  the 
burden  when  a  unit  comes  back.  Only 
recently  has  St.  George  hired  an  ex- 
pert in  unloading  repos. 

Repos  are  worst  in  Texas,  running 
at  an  "unbelievable"  rate,  says  St. 
George,  but  things  aren't  improving 
as  hoped  in  Oakwood's  large  South- 
east market  either.  One  reason:  An- 
other big  North  Carolina-based  mo- 
bile home  builder,  Conner  Corp.,  filed 
for  Chapter  1 1  last  summer.  Creditors 
are  unloading  its  inventory  at  prices 
Oakwood  and  other  going  concerns 
can't  afford  to  match. 

Making  matters  even  worse,  Oak- 
wood's  outside  financing  is  on  a  re- 

"If  it  takes  another  year  of 
depressed  earnings  to  turn 
this  thing  around,"  says 
Oakwood's  Nicholas  St. 
George,  "so  be  it." 

course  basis.  As  a  result,  some  major 
outside  lenders,  with  bad  credits  of 
their  own,  ignored  the  Oakwood  ac- 
counts. When  buyers  got  behind  in 
payments,  the  lenders  dumped  the 
problem  accounts  back  in  Oakwood's 
lap.  Suddenly  St.  George  was  forced  to 
build  reserves  against  the  inevitable 
writeoffs.  Now,  Oakwood's  reserves 
come  to  $10.7  million — high  as  a  per- 
centage of  home  sales  when  compared 
with  the  rest  of  the  industry. 

In  one  more  turn  of  the  screw,  Oak- 
wood  lost  $1.1  million  in  last  spring's 
bond  market  break  as  Oakwood's 
manager  of  short-term  funds  made  a 
bad  bet  on  long-term  bonds.  The  mon- 
ey manager  has  since  been  replaced. 

A  humbled  St.  George  is  convinced 
that  the  changes  he  has  made,  though 
belated,  will  restore  Oakwood  to  pros- 
perity. Oakwood  has  enjoyed  modest 
success  developing  mobile  home 
parks.  With  last  year's  massive 
chargeoff,  the  balance  sheet  is  smaller 
but  cleaner.  By  most  accounts,  Oak- 
wood  retains  an  excellent  reputation 
among  consumers.  That,  plus  a  strong 
sales  force,  should  be  enough  to  re- 
build on,  assuming  the  overall  manu- 
factured housing  market  improves. 

But  St.  George  is  taking  nothing  for 
granted.  "If  it  takes  another  year  of 
depressed  earnings  to  turn  this  thing 
around,"  says  the  hunkered-down  ex- 
ecutive, "so  be  it."  The  gods,  he 
seems  to  worry,  may  still  be  angry.  ■ 
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FINALLY,  a  modest  yet  meaningful 
Lands'  End  position  in  Swimwear. 


Our  first  foray  into  the  market 
was  in  men's  swim  trunks 
back  in  the  70's — your  basic, 
o-nonsense  trunks  the  men  of  that 
ay  actually  swam  in.  They  sold  well, 
ut  in  our  preoccupation  with 
larketing  other  Lands'  End  items,  we 
;  )ok  our  eye  off  the  swimwear 
i  usiness. 

Then  later  (dare  we  put  it  this 
;  /ay?)  we  dipped  our  toe  into  the  water 
i  nee  more  by  introducing  a  tank  suit 
>r  women  which: — for  reasons  too 
ainful  to  recount — was  a  disaster. 

Clearly,  it  was  time  to  regroup. 

ollowing  a  long  dry  spell,  we  decided 
, )  try  again.  We  formed  a  committee  of 
iree:  a  men's  buyer,  a  women's 
uyer,  and  the  representative  of  a 
uality  swimwear  manufacturer.  And 
ontrary  to  the  history  of  most 
Dmmittees,  this  one  worked. 

For  men,  it  defined  the  Lands'  End 
,  3le  as  the  source  of  the  basic  swim 
(link,  offered  in  a  few  sound  styles, 
1  lade  of  quality  fabrics,  in  popular 
:>lors,  and  priced  to  reflect  attractive 
lalue.  Our  catalogs  bear  witness  to 
low  well  we've  succeeded.  (One  trunk 
ells  for  just  $12,  believe  it  or  not!) 

For  women,  we  were  slightly  more 
jdventurous.  But  we  wisely  (we  think) 
included  that  women  don't  come  to 


(HIS,  HERS,  AND  OURS) 

us  for  swimwear  that  will  put  them  on 
the  cover  of  that  national  sports 
magazine.  No.  They  want  something 
slightly  less  incendiary,  that  attracts 
but  also  fits  well  and  wears  well. 
Something  they'd  be  comfortable 
including  in  a  typical  two  or  three 
swimsuit  wardrobe. 

Our  best  expression  of  this 
philosophy  is  found  in  our  popular  tank 
suit — a  suit  whose  v-neck  and  low  back 
allow  good  sunning,  and  whose  back 
cross  straps  stay  in  place  dutifully  even 
when  you're  swimming  your  hardest. 

The  mostly  nylon  fabric  stretches 
easily  for  more  comfort  at  ease  and  in 
action,  and  the  ultimate  in  figure 
flattery.  And  our  tank  comes  in  a  choice 
of  sunny  solid  colors  or  stripes. 
The  price?  Well  under  $40.  And  our 
other  swimsuit  and  cover-up  options 
offer  the  same  kind  of  solid  value. 
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Obviously  seeing  is  believing. 

You'll  want  to  see  what  we're  talking 
about  in  full  color  in  our  catalog.  Free, 
of  course.  Simply  dial  1-800-356-4444. 
Or  mail  the  coupon  below. 

As  to  our  position — in  swimwear  as 
in  everything  else  we  offer  you — a 
product  must  measure  up  in  quality. 
It  must  conform  to  a  price  that  spells 
value.  And  it  must  justify  our  absolutely 
matchless,  two-word  guarantee: 
GUARANTEED.  PERIOD.' 

We  honestly  believe  our  current 
swimwear  answers  all  three  of  our 
requirements.  But  then,  as  always, 
you  are  the  Supreme  Court. 

We  await  your  opinion. 


Please  send  free  catalog. 
Lands'  End,  Inc.  Dept.  H-49 
Dodgeville,  WI 53595 

Name 


Address . 
City 


State . 


.  Zip 


Or  call  Toll-free: 

1-800-356-4444 


©  1988.  New  England  Mutual  Life  Insurance  Company.  Boston.  M/ 1 
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THERE'S  NO  TIME  LIKE  THE  PRESENT  TO  BEG^ 

TO  BUILD  YOUR  FINANCIAL  FUTURE 

And  there's  no  better  company  to  do  it  with 
than  The  New  England. 

Actually,  we're  a  family  of  financial  services 
companies  offering  an  array  of  financial  products 
and  services  of  the  highest  quality. 

More  important,  we  have  representatives 
who  take  pride  in  the  long-lasting  relationships 
they  build  with  their  clients.  When  you  form  a  rela 
tionship  with  one  of  our  representatives,  you  do  it 
knowing  that  we  will  be  there  for  you -helping 
you  create  a  carefully  planned  financial  program 
that  supports  your  family's  goals,  ambitions  and 
dreams. 

For  a  free  brochure  about  how  our  products 
and  services  can  help  build  your  financial  future, 
as  well  as  for  the  name  of  your  local  representative 
phone  1-800-222-2725,  Ext  357 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 
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Numbers  Game 


Reading  annual  reports  isn't  much  fun. 
Unless  you  read  with  a  knowing  eye,  it 
may  not  even  be  enlightening. 

Annual 
obfuscation 


By  Penelope  Wang 


T|his  is  the  time  of  year  when 
annual  reports  vie  with  mail- 
order catalogs  in  keeping  your 
mailbox  bulging.  If  you  bother  to  read 
the  reports,  here  are  some  hints  on 
what  to  look  for. 

The  Humpty  Dumpty  bounce.  In  1986 
hundreds  of  companies  wrote  off  bil- 
lions of  dollars  in  re-  ^  : 
structurings.  In  1987 
many  of  the  companies 
that  took  those  baths 
enjoyed  the  glow  of  ap- 
parent renewed  health. 
USX,  for  example,  after 
writing  off  $1.4  billion 
in  1986  and  logging  a 
similar  amount  as  a 
loss  for  the  year,  was 
able  to  show  a  $924 
million  operating  prof- 
it for  1987.  Did  the  company  really  do 
that  much  better— a  $2.3  billion 
swing  in  the  profit  column?  Answers 
Harvey  Moskowitz,  regional  partner 
of  Seidman  &  Seidman/BDO,  a  New 
York  accounting  firm,  "Investors 
must  realize  that  the  year-to-year  im- 
provement is  riot  comparable."  That's 
because  the  company's  writeoff  was  a 
one-time  event. 

Conversely,  companies  that  have 
continued  to  write  down  assets  in 
1987  may  wind  up  showing  negative 
results  even  though  they  have  actual- 
ly improved  their  strategic  positions. 
Holiday  Corp.,  which  posted  a  pretax 
loss  of  $4.1  million  in  1987,  is  cur- 
rently completing  a  recapitalization 
plan  that  should  improve  the  com- 
pany's net  worth  in  1988. 

The  big  buyback.  Last  year's  market 
crash  spurred  many  companies  to  ini- 
tiate or  accelerate  stock  buyback  pro- 


Chas,  B.  Slackman 


grams.  "We'll  see  more  treasury  stock 
transactions  on  financial  statements 
than  we've  seen  in  some  time,"  says 
Edmund  Jenkins  of  Arthur  Andersen 
&  Co.,  the  accounting  giant.  Such 
transactions  improve  earnings  per 
share  by  reducing  the  shares  out- 
standing. Gillette,  which  repurchased 
21  million  shares  between  November 
1986  and  December  1987,  reported 
per-share  earnings  of 
$2.  Without  the  buy- 
back  stimulus,  earn- 
ings would  have  been 
an  estimated  $1.81  per 
share. 

Taxing  effects.  One 
major  change  affecting 
corporations  is  the  new 
accounting  standard 
for  income  taxes 
(Numbers  Game,  Apr. 
18).  The  new  rule  re- 
quires companies  to  reduce  their  de- 
ferred tax  provision  to  reflect  the  low- 
er 34%  corporate  income  tax  rate. 
General  Electric  posted  a  $577  mil- 
lion income  gain  from  the  new  tax 
standard.  Other  companies  are  treat- 
ing the  tax  reserve  situation  different- 
ly, postponing  some  of  the  gains. 

Foreign  currency  kick.  The  dollar's 
plunge  created  a  big  boost  to  income 
for  many  companies  with  foreign  sub- 
sidiaries. In  addition,  under  current 
accounting  rules,  strengthening  of 
foreign  currencies  also  led  to  in- 
creases in  stockholders'  equity.  IBM, 
for  one,  added  $2.8  billion  to  equity 
from  the  adjustment,  compared  with 
$307  million  in  1986.  Warns  Norman 
Strauss  of  Ernst  &  Whinney,  the  ac- 
counting firm,  "Investors  should  real- 
ize those  gains  could  quickly  turn  to 
losses  if  the  dollar  strengthens." 
Happy  reading.  ■ 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  $40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 
New  England  Mutual  Life 
Insurance  Company 
America's  oldest  chartered  mutual 
life  insurance  company  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Group 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 
Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis,  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 


NIE 


The  New  England' 

Your  Financial  Partner 
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Geneva  Steel  President  Joseph  Cannon  (left)  and  brother  Christopher 

"None  of  us  contemplated  the  amounts  of  money  there  are  to  be  made. 


lames  QxA 


The  real  fortunes  in  manufacturing  to- 
day? Check  out  the  new  generation  of  low- 
tech  entrepreneurs  who  are  transforming 
yesterdays  industrial  derelicts. 

Making  hay  from 
nuts  and  bolts 


By  Steve  Weiner 
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VERYBODY    KNEW    USX    Coip.'S 

big  steel  plant  at  Provo,  Utah 

was  a  dog,  with  its  dated  equip- 

unruly  workers,  poor  sales  and 

-tits.  With  low-cost  Korean 

bl<     E<  i     Mulshing,     USX 

>    reopen    the   plant, 

el,  after  a  long  strike 

h  and  Christopher 

thesam       i   p  heap 
I  h<  j   and      ght  other 

1  w  I  tor $40 


million  (less  than  a  third  of  its  esti- 
mated liquidation  value),  fired  up  the 
creaking  old  furnaces  and  have  turned 
out  profits  of  $40  a  ton — as  good  as 
any  steel  plant  anywhere. 

Many  things  helped.  Steclworkers 
anxious  for  jobs  accepted  a  25%  pay 
cut  and  an  end  to  costly  work  rules. 
Suppliers  favorably  renegotiated  con- 
tracts. Geneva,  previously  only  in 
western  markets,  began  to  sell  steel  in 
the  East.  Fortuitously,  prices  for  its 
plate  and  coil  products  rose;  Geneva's 
sales  should  hit  more  than  $360  mil- 
lion in  the  first  year  of  its  reincarna- 


tion, twice  as  much  as  planned. 

The  Cannons,  like  so  many  other 
low-tech  entrepreneurs,  saw  potential 
in  a  Geneva  Steel  where  former  own- 
ers saw  only  aggravation  and  losses. 
USX,  for  instance,  tried  to  close  the 
plant's  machine  shop,  the  largest  in 
Utah,  to  cut  payroll.  The  Cannons 
revived  it  as  the  essential  core  for 
making  new  products,  such  as  steel 
beams.  USX  insisted  on  keeping  a 
$  1 00  million  inventory  on  hand,  up  to 
a  60-day  supply  of  some  items.  Gene- 
va now  operates  with  a  10-day-or-less 
margin  and  a  trim  $40  million  inven- 
tory. More  than  800  union  grievances 
were  logged  in  a  typical  year  under 
USX;  Geneva  recorded  10  in  its  first 
six  months.  Only  3  of  130  former  USX 
managers  have  left  Geneva. 

"The  issue  isn't  new  technology, 
it's  how  well  you  use  what  you  have 
on  hand,"  says  Chris  Cannon,  37,  in 
charge  of  developing  new  businesses 
for  Geneva  Steel.  Adds  brother  Joe,  38, 
the  president:  "We  were  ridiculed  just 
for  thinking  about  buying  a  steel 
plant.  USX  created  the  impression 
that  this  was  one  of  the  most  margin- 
al operations.  We  didn't  think  so,  yet 
none  of  us  contemplated  the  amounts 
of  money  there  are  to  be  made  here." 

The  Cannons  and  others  like  them 
discovered  that  basic  manufacturing 
was  one  of  the  nation's  best-kept  in- 
vestment secrets.  U.S.  manufacturing 
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Making  money  the  Pritzker  way 


Robert  Pritzker,  granddaddy  low-tech  entrepreneur 
of  them  all,  has  developed  what  appears  to  be  a 
nearly  fail-safe  management  system  at  his  $3.24  billion 
(sales)  Marmon  Group.  The  major  elements  include 
absolutely  independent  operating  divisions,  an  unusual 
reporting  system  for  controllers,  conservative  financ- 
ing, statistical  quality  controls,  clever  use  of  taxes  and  a 
relaxed  view  of  planning.  Sometimes,  though,  good 
luck  helps  as  well. 

Example:  In  1971  Pritzker  rejected  as  hopeless  the 
proposed  acquisition  of  failing  Penn  Brass  &  Copper 
Co.,  an  Erie,  Pa.  maker  of  tubing.  But  as  the  broker  was 
leaving  Pritzker's  Chicago  office,  an  aerial  photo  of  the 
plant  fell  onto  his  desk.  "Gee,  that  looks  familiar," 
Pritzker  said,  and  it  was:  Penn  Brass  was  adjacent  to  a 
Pritzker  door  company  that  needed  warehouse  space. 
Robert  Pritzker  bought  Penn  Brass  cheaply  and  dis- 
patched the  local  con- 
troller to  liquidate  it. 

The  eager  executive 
cut  inventories,  pared 
the  work  force,  reduced 
scrap  costs  and  added 
products.  By  the  third 
month,  Penn  Brass  was 
solidly  profitable.  Last 
year  the  renamed  Penn 
Aluminum  Interna- 
tional recorded  sales  of 
$70  million,  more  than 
20  times  the  1971  lev- 
el, and  profits  of  about 
$3  million. 

"I  was  wrong — high- 
class  wrong,  but 
wrong,  because  I 
bought  it  for  liquida- 
tion value"  and  under- 
estimated the  newly 
independent  general 
manager,  says  Pritzker, 
61.  That's  rare.  "I  insist 
that  my  managers 
make  a  high-quality 
product,  but  I  don't  tell 
them  how.  I  don't  give  up  responsibility;  I  give  up 
authority,  and  most  companies  go  wrong  doing  it  the 
other  way  around." 

Marmon  rarely  goes  wrong.  With  60  companies  mak- 
ing things  as  small  as  screws  and  as  large  as  railroad 
tank  cars,  Marmon  consistently  produces  returns  on 
equity  of  better  than  20% .  Profits  rose  25%  last  year,  to 
nearly  $145  million,  while  assets  grew  15%,  to  $2.3 
billion. 

Pritzker  is  the  engineer  in  a  Chicago  family  of  lawyer 
tycoons.  Brother  Jay,  65,  is  the  financier;  under  his 
guidance,  the  family  built  Hyatt  Corp.,  acquired  Braniff 
airlines  and  assembled  and  sometimes  sold  a  wide 
variety  of  publishing,  lumber,  real  estate,  insurance  and 
industrial  interests.  Forbes  estimates  the  family's  net 
worth  at  more  than  $3.8  billion. 

A  genuinely  nice  guy,  Bob  Pritzker  is  simple  and 
practical.  He  travels  economy  class,  often  wears  bow 


Marmon  Group  President  Robert  Pritzker 
"We  don't  tend  to  bet  the  farm  on  things. 


ties  and  fiddles  with  machined  parts  during  interviews. 
"It  fascinated  me  how  things  got  made — the  idea  that 
materials  and  people  came  in  two  doors  and  something 
of  value  went  out  the  third,"  says  Pritzker. 

Marmon  got  its  start  with  the  1953  acquisition  of 
Colson  Caster  Co.,  a  failing  Ohio  maker  of  bicycles, 
wheelchairs,  casters  and  small  Navy  rockets.  In  the 
inventory  were  80,000  rejected,  defective  rockets. 
Workers  were  demoralized,  and  the  factory  was  an 
inefficient  rabbit  warren.  Pritzker  dumped  the  bikes, 
and  he  trained  workers  in  quality  control  at  evening 
coffee  hours.  The  bad  rockets  were  remachined.  A  back- 
ward system  of  cost-accounting  was  redesigned.  In  six 
months  the  losses  stopped. 

A  risky  venture?  Not  really.  The  Pritzkers  knew  they 
could  liquidate  Colson  for  more  than  they  paid  for  it. 
And  Jay  used  tax  loopholes.  The  purchase  price  was 

pegged  to  asset  value, 
but  since  Colson  had 
been  sold  for  less  than 
book,  it  received  a  tax 
refund  that  in  turn  re- 
duced asset  values  fur- 
ther, leading  to  another 
refund.  "In  a  sense,  we 
created  a  loss  equiva- 
lent to  all  the  taxes 
they  had  paid  for  sever- 
al years,"  Pritzker  says. 
Marmon  controllers 
report  to  their  general 
managers  but  also  to  a 
corporate  controller  in 
Chicago.  That  way, 
Pritzker  says,  the  home 
office  always  knows 
what's  going  on.  He  en- 
courages delivery  of 
bad  news  by  some- 
times rewarding  execu- 
tives who  don't  meet 
plans  but  who  none- 
theless seem  to  be  on 
the  right  track.  Plan- 
ning  is    informal,    es- 


chewing five-year  projections  because,  Pritzker  says,  no 
one  can  accurately  anticipate  that  far  ahead.  Instead,  he 
asks  his  companies  to  be  aware  of  developments  and  to 
invest  only  minimal  amounts  in  new  technologies  un- 
til they're  proven  necessary. 

Marmon  avoids  highly  leveraged  deals  because  they 
often  don't  give  a  company  the  financial  leeway  needed 
to  respond  to  emergencies.  Typically,  Pritzker  says, 
Marmon  puts  down  one-third  of  the  acquisition  price, 
which  these  days  could  easily  top  $1  billion.  "When 
you've  got  this  much  money,  you've  got  to  do  some- 
thing with  it,"  he  says. 

Marmon's  weakness?  Pritzker  has  no  obvious  succes- 
sor, and  certainly  no  one  who  can  match  his  style, 
described  by  one  subordinate  as  "pleasant  rationality." 
But  at  a  private  company  that's  no  one's  worry  except 
the  owner's,  and  he's  not  worried.  "We  don't  tend  to  bet 
the  farm  on  things,"  he  says.  "We  have  fun." — S.W. 
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.  e  re  constantly  looking  for  new  ways  to  provide 
ven  more  dependable  service. 

That's  the  kind  of  commitment  you've 
ome  to  expect  from  American.  And  that's  the 
I  ind  of  commitment  it  takes  to  be  number  one. 
Ime  and  time  again. 


'Based  upon  Department  of  Transportation  data  and  the  cumulative 
percentage  of  nonstop  domestic  flights  arriving  within  15  minutes  of 
schedule  for  all  reported  airports  for  the  five  largest  airlines  in  terms 
of  revenue  passenger  miles,  September  1987  through  February  1988. 

AmericanAirlines 

Something  special  in  tide  am 


has  been  widely,  and  erroneously,  as- 
sumed to  be  in  irreversible  decline. 
All  the  better  for  the  small  group  of 
manufacturing  entrepreneurs  who 
buy  and  manage  companies  few  oth- 
ers want.  The  risks  are  surprisingly 
few:  Until  recently,  such  properties 
were  cneap,  often  four  or  five  times 
earnings,  maybe  half  the  cost  of  other 
types  of  acquisitions.  Another  plus: 
Debt  is  almost  always  secured  by 
land,  plant  and  equipment. 

"If  you  get  a  manufacturer  that's 
not  doing  well  and  you  fix  it,  you  can 
get  incredible  returns,"  says  Robert 
Goergen,  a  former  Donaldson,  Lufkin 
&  Jenrette  venture  capitalist  who 
since  1978  has  been  an  industrial 
turnaround  artist.  His  worst  return 
has  been  5  times  his  investment;  his 
highest,  he  claims,  200  times.  Goer- 
gen has  worked  recoveries  at 
companies  that  make  batteries 
(Rayovac),  window  coverings  and 
plastic  films  (Clopay  Corp.),  can- 
dles, soaps  and  fragrances  (Blyth 
Industries)  and  a  grab  bag  of  other 
goods.  "The  only  place  you  can 
make  more  money,  and  it's  at 
much  higher  risk,  is  early-stage 
venture  capital,"  he  says. 

This  is  no  news,  of  course,  to 
the  granddaddy  of  the  low-tech 
stars,  $3.24  billion  (revenues) 
Marmon  Group  (see  box,  p  73), 
the  60-company,  Chicago-based 
manufacturing  anchor  of  the 
Pritzker  family  empire  (which 
also  includes  Hyatt  hotels  and 
Bramff  airlines,  among  many  oth- 
er businesses).  The  35-year-old 
Marmon  consistently  delivers  a 
minimum  20%  return  on  equity. 

Marmon  and  others  do  it  by 
going  back  to  basics.  Drop  obsolete  or 
marginal  products.  Introduce  new 
products  with  higher  profit  margins. 
Continually  upgrade  product  quality 
and  service.  Improve  productivity;  cut 
costs  by  stripping  away  management 
layers  or  consolidating  operations 
with  other  divisions. 

Example:    At    acquisition-minded 
J. P.  Industries  Inc.,  the  $437  million 
(sales)  conglomerate  based  in  Ann  Ar- 
bor,   Mich.,    margins    on    plumbing 
products  have  sextupled,  to  near  12%, 
since  the  company  consolidated  the 
sales  forces  of  five  different  divisions. 
Three  divisions  used  to  make  2,200 
-  of  faucets,  pruning  reduced  that 
filing  700. 
o  you  eliminate  duplication, 
'  p<     >le  but  less  pa- 
l;>y.  A  20%  reduction 
e  C3n  produce  a  30%  sav- 
i  John  Ps.irouthakis, 
executive  officer  and 
Industries. 
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The  result:  Profits  since  1983  have 
multiplied  by  six  times,  to  $15.4  mil- 
lion last  year,  and  are  forecast  by  the 
company  to  rise  another  25%  this 
year.  J.P.  Industries  stock,  near  25  be- 
fore the  crash,  fell  to  near  14  but  has 
since  recovered  to  highs  near  18  and 
an  earnings  multiple  of  10. 

Psarouthakis  is  typical  of  the  best 
low-tech  investors — he  knows  fac- 
tories, finances  and  management.  An 
engineer,  Psarouthakis  honed  skills  at 
Martin  Marietta,  Allis-Chalmers  and 
Masco  Corp.,  a  similar  industrial  con- 
glomerate, before  creating  J.P.  Indus- 
tries with  three  investor  friends  and 
$500,000  in  1979.  "The  opportunities 
were  just  right  there  in  front  of  us," 
says  Psarouthakis. 

Look  at  Spartanburg  Steel,  a  nearly 
$70  million  (revenues)  division  of  Ak- 

Acev  Harper  Picture 


Brenlin  Chief  Executive  David  Brennan 

Listening  to  employees. 


ron,  Ohio-based  Brenlin  Group,  a  13- 
company  conglomerate  founded  by 
attorney  David  Brennan  and  partner 
Richard  Hamlin  in  1975.  When  $650 
million  (sales)  Brenlin  bought  Spar- 
tanburg in  June  1982,  the  South  Caro- 
lina metal  stamping  plant  was  a  bare- 
ly profitable  division  of  Firestone  Tire 
&  Rubber  Co.,  with  sales  of  about  $50 
million  in  automotive  parts,  beer  kegs 
and  soft  drink  syrup  tanks. 

Firestone  ran  the  plant  in  "a  fairly 
autocratic  fashion;  the  engineering 
department  set  the  standards,  and 
people  weren't  asked  their  opinions," 
says  Fred  Schoen,  Spartanburg's  presi- 
dent. But  Brenlin  favors  employee-ori- 
ented management  systems,  and 
Spartanburg  was  transformed. 

All  officers  attended  seminars 
taught  by  W.  Edwards  Deming,  the 
statistical  process  controls  expert  and 
the  theorist  who  taught  Japan  high- 
quality,  efficient  production  tech- 
niques. A  dozen  Spartanburg  employ- 


ees spent  two  weeks  in  Japan  learning 
how  the  theories  worked  in  practice. 
All  600  employees  were  trained  in 
just-in-time  production;  employee  in- 
volvement teams  were  formed  to  give 
workers  a  say  in  how  parts  would  be 
made.  Line  workers  were  given  the 
authority  to  halt  production  if  some- 
thing looked  wrong. 

The  place  even  looks  different.  Ev- 
eryone wears  the  same  brown  and 
beige  uniforms  and  calls  one  another 
by  first  names.  Preshift  stretching  ex- 
ercises designed  to  reduce  back  pain 
have  begun.  One  employee  quality 
team  reduced  the  time  it  took  to  con- 
vert a  stamping  process  to  ten  min- 
utes from  more  than  an  hour.  Another 
produced  a  production  layout  for  an 
auto  assembly  that  saves  $250,000  a 
year.  Profits  have  stabilized  despite  a 
$17  million  investment  on  new 
equipment. 

Like  Goergen  and  Brennan — 
best  known  for  Brenlin's  turn- 
around of  Gulf  States  Steel,  a 
former  LTV  plant  in  Gadsden, 
Ala. — many  of  the  prominent 
low-tech  entrepreneurs  are  rela- 
tive newcomers.  Sam  Fox, 
ousted  as  chief  executive  officer 
of  St.  Louis-based  Diversified  In- 
dustries in  1975,  came  back  a 
year  later  to  form  Harbour 
Group.  Its  first  acquisition,  for 
$7.7  million,  was  a  $10  million 
(sales)  Diversified  division  that 
made  fabric  backing  for  carpets. 
Harbour  added  product  lines  and 
sold  the  company  last  year  for  a 
gain  of  $150  million.  Harbour 
owns  14  fiber,  cutting  tool  and 
process  equipment  companies 
—  and  just  raised  $100  million  to 
buy  more. 

Only  a  few  of  these  outfits  are  public. 
Among  them  are  Cleveland-based  Sud- 
bury Inc.,  the  $550  million  (sales),  30- 
company  conglomerate  formed  in 
1983  by  Tinkham  Veale  II,  retired 
founder  of  Alco  Standard,  and  other 
investors;  and  Taylor,  Mich. -based 
Masco  Corp.  and  its  40% -owned 
Masco  Industries,  spun  off  in  1984. 

Can  these  successes  be  duplicated? 
Of  course,  but  it  is  becoming  more 
difficult  to  do  so.  Manufacturing  com- 
panies come  with  higher  prices  these 
days.  More  owners  have  begun  to  un- 
derstand turnaround  techniques.  And 
this  isn't  a  quick-fix  game.  The  Can- 
nons of  Geneva  Steel,  for  instance, 
must  now  raise  at  least  $200  million 
to  replace  aging  equipment. 

Few  easy  victories,  but  solid,  long- 
term  rewards.  As  investments  and  in- 
vestors go,   this  bunch  has  learned 
how  to  teach  old  dogs  new  and  profit 
able  tricks.  ■ 
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Virginia's  biggest  power  company  is  invest- 
ing in  13  new  plants.  Its  electric  customers 
wont  get  a  single  kilowatt  from  any  of 
them.  Whafs  going  on  here? 

The  regulatory 
sidestep 


By  Janet  Novack 


S 


ince  September  1987, 
I  $3.25  billion  (revenues) 
'Dominion  Resources  Inc. 
in  Richmond,  Va.  has  agreed  to 
invest  in  13  new  power  plants 
that  will  produce  2,524  mega- 
watts of  power,  enough  to  light 
up  Richmond.  In  fact,  the  new 
plants  will  help  light  up  Texas, 
New  Jersey,  New  York,  Maine 
and  other  states.  Not  one  kilo- 
watt will  flow  to  the  1.6  million 
customers  of  Dominion's  main 
subsidiary,  Virginia  Electric  & 
Power  Co. 

Stranger  still,  Virginia  Power 
does  need  1,750  added  mega- 
watts for  its  growing  service 
area  by  1994.  But  it  is  asking  for 
competitive  bids  from  others 
willing  to  build  the  plants  in 
Virginia  and  then  sell  it  the  power. 

What's  going  on  here?  Simply  Do- 
minion Chairman  and  Chief  Execu- 
tive Officer  William  Berry's  cagey  and 
controversial  responses  to  changes  in 
his  industry.  Already,  Dominion,  us- 
ing unregulated  subsidiaries  to  invest 
in  out-of-state  plants,  has  become  one 
of  the  largest  players  in  the  budding 
competitive  power  industry. 

The  payoff?  If  all  goes  according  to 
plan,  Dominion  will  earn  a  20%  to 
25%  return  on  its  equity  in  these  new 
out-of-state  generating  units.  By  con- 
trast, in  April  Virginia  regulators  re- 
duced Virginia  Power's  authorized  re- 
turn on  equity  on  its  investment  there 
from  14.5%  to  13.25%  and  ordered  a 
|  retroactive  rate  cut  and  refund. 

Call  it  the  regulatory  sidestep.  By 
contracting  with  others  to  provide 
new  plant  capacity  at  a  set  price,  Berry 
limits  the  growth  of  Dominion's  regu- 
lated investment  while  funneling 
money  into  unregulated  plants.  Do- 
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Dominion  Chairman  William  Berry 
Finally  backing  his  talk  with  money. 


minion's  unregulated  businesses  con- 
tributed just  4.4%  of  its  $430.5  mil- 
lion ($4.54  per  share)  net  earnings  last 
year.  Berry  predicts  that  will  hit  at 
least  10%  of  (a  presumably  larger)  net 
by  1991. 

Dominion's  stock  has  traded  re- 
cently at  43,  compared  with  a  52- 
week  high  of  47'A.  With  a  P/E  of  9.5 
(based  on  trailing  earnings)  and  a  yield 
of  7.2%,  it  already  commands  a  pre- 
mium to  the  utility  group. 

Berry,  55,  has  been  cast  as  a  maver- 
ick since  the  early  1980s,  when  he 
began  calling  for  competition  in  elec- 
tric generation  (Forbes,  Sept.  27, 
1982).  But  it  was  only  in  1987  that  he 
started  backing  his  talk  with  Domin- 
ion's money.  Even  then  his  moves 
were  as  much  a  function  of  opportuni- 
ty and  necessity  as  of  principle. 

When  Berry  took  over  as  president 
in  1980,  recalls  Virginia  Power  Presi- 
dent Jack  Ferguson,  with  only  a  dash 
of  hyperbole,  "this  company  was  un- 
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der  siege,  nearly  bankrupt.  The  plants 
weren't  running  well,  and  employees 
were  reluctant  to  admit  who  they 
worked  for."  Berry  canceled  two  nu- 
clear units  under  construction,  shook 
up  management  and,  with  Ferguson, 
turned  the  utility  around.  When  he 
needed  more  power,  he  bought  it  from 
other  utilities  and  then  from  "cogen- 
erators" — operators  of  plants  that  pro- 
duce from  one  fuel  source  both  steam 
for  an  industrial  process  and  salable 
electricity. 

A  federal  law  designed  to  promote 
energy-efficient  cogeneration  has 
forced  utilities  to  buy  from  cogenera- 
tors  at  a  high  fixed  price.  Dominion 
started  pushing  competitive  bidding 
to  drive  down  that  price.  (Virginia  reg- 
ulators approved  the  ploy,  and  in 
March  the  Federal  Energy  Regu- 
latory Commission  proposed 
rules  to  encourage  such  bidding 
nationwide.) 

In  effect,  then,  Dominion  is 
now  playing  a  game  of  regula- 
tory arbitrage,  buying  competi- 
tively priced,  cogenerated  elec- 
tricity low  in  its  own  progres- 
sive state  and  selling  that  power 
high  in  states  where  cogenera- 
tors  still  get  inflated  prices. 

It  all  sounds  so  logical.  Why 
aren't  other  utilities  rushing  to 
follow  Berry's  lead?  Some  are 
moving  that  way,  at  a  slower 
pace.  But  this  remains  an  indus- 
try leery  of  change. 

In  fairness,  there  are  reasons 
for  some  caution.  Traditional- 
ists warn  that  electric  system 
reliability  could  suffer  if  utili- 
ties rely  too  much  on  unregulat- 
ed  and  untested  outside  produc- 
ers. (Dominion  insists  that  given  the 
huge  response  to  its  bid  request — 88 
bidders  have  said  they'll  offer  more 
than  25,000  megawatts — it  can  pick 
reliable  suppliers.) 

Still,  a  lot  of  utility  companies  are 
understandably  gun-shy  of  their  local 
regulators.  There's  no  guarantee  that 
state  agencies  won't  disallow  the 
costs  of  long-term  contracts  with  co- 
generators,  if  it  seems  in  hindsight 
that  too  much  or  too  costly  power  was 
purchased.  If  a  utility  began  making 
too  much  money  from  selling  unregu- 
lated electricity,  local  regulators 
might  respond  by  lowering  its  permit- 
ted return  on  the  regulated  side  to 
help  consumers. 

Admits  Ferguson:  "Those  issues  are 
things  that  worry  all  of  us.  There  are  a 
lot  of  utilities  that  are  not  following 
our  lead  because  they  don't  see  the 
future  clearly  enough  to  be  prepared 
to  take  that  chance." 
In  short:  no  risk,  no  reward.  ■ 
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How  an  unknown  ex-car  dealer  from 
North  Philadelphia  helped  outsmart  the 
vaunted  Donald  Trump. 


Call  me  nemesis 


By  Richard  L.  Stern 
and  Allan  Sloan 


Donald  Trump  holds  high  ce- 
lebrity status;  Fedele  V.  (Dale) 
Scutti  does  not.  Trump,  born 
rich,  is  handsome,  articulate,  outgo- 
ing, a  favorite  of  the  society  colum- 
nists— and  highly  media- 
genic.  Scutti,  who  grew  up 
poor  in  tough  North  Phila- 
delphia, is  a  balding  and 
paunchy  ex-car  dealer. 
Where  Trump  eagerly  courts 
publicity,  Scutti  generally 
avoids  it. 

Yet,  in  a  kind  of  cosmic 
practical  joke,  Dale  Scutti 
has  taken  a  good-size  piece 
out  of  the  mighty  Donald 
Trump.  It  turns  out  that  if 
Trump  is  less  than  meets  the 
eye,  Scutti  is  more  than 
meets  the  eye.  It  was  Scutti 
who  set  in  motion  the  forces 
that  broke  up  Trump's  deal 
to  pay  an  incredibly  cheap 
$22  a  share  for  the  88%  of 
Resorts  International  he 
doesn't  own. 

Trump  professes  not  to 
care  about  the  fact  that  his 
offer  failed — "I'm  happier  sit- 
ting where  1  am,  rather  than 
buying  the  company  for 
$22,"   he    told    Forbes.    Oh, 


ership  of  asset-rich,  earnings-poor  Re- 
sorts at  a  total  cost  of  $225  million — a 
price  that  would  have  rated  at  least 
two  chapters  in  Trump's  next  book 
about  what  a  smart  dealmaker  he  is. 
Trump  still  has  voting  control  of 
Resorts,  obtained  last  year  by  buying 
most  of  the  750,000  class  B  shares, 


RiihjrU  B<m.lik  h 


Dale  Scum,  in  from  of  Trump  Toner  in  Sen  York  <  it\ 
His  sinus  problem.  Trump's  headache. 


really' 

Then  why  did  he  go  to  great  efforts  to 

ip  .i  situation  in  which  a  $22  offer 

would  appear  to  be  generous?  In  fact, 

Trunp  is  in  an  uncomfortable  situa- 

ipitulate  briefly: 

irch  Hollywood's  Merv  Griffin 

share  for  Resorts.  Even 

Griffin's    offer   was    riddled 

us,  it  forced  Tvump  to 

st-consummated  b22  of 

the   otter  gone   shrough,   it 

ave  given  Trump  100%  own- 
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with  100  votes  each.  Additional 
shares  bought  this  year  made  his  total 
cost  $100  million.  But  the  5.7  million 
class  A  shares,  which  have  only  one 
vote  each  but  represent  88%  of  the 
equity,  arc  in  public  hands.  Between 
Trump  and  that  88%  now  stand 
Forbes  Four  Hundred  member  Griffin 
and  two  Wall  Street  heavy  hitters, 
Mutual  Shares  Corp.  and  the  Tweedy, 
Browne  Co.  money  management 
firm.  An  attorney  for  the  latter  two 
had  accepted  Trump's  $22  offer,  but 


now  that  the  offer  is  withdrawn,  they 
are  free  to  oppose  him  again. 

The  struggle  for  Resorts  has  now 
turned  to  gamesmanship,  with  Griffin 
and  Morris  Orens,  Dale  Scutti's  very 
smart  lawyer,  trying  to  beat  Trump 
with  Trump-like  tactics — smoke, 
mirrors  and  publicity.  In  mid-April 
Griffin  offered  $36  for  52%  of  the  A 
shares,  a  move  designed  to  put  Trump 
on  the  defensive.  And  it  put  Resorts' 
independent  board  members,  who 
have  a  fiduciary  duty  to  all  sharehold- 
ers, in  a  very  uncomfortable  position. 
To  be  sure,  Trump  still  seems  to 
hold  most  of  the  cards.  After  all,  he 
has  the  vast  majority  of  the  votes.  But 
Trump  has  a  problem.  He  has  $100 
million  tied  up  in  Resorts  stock,  earn- 
ing no  return.  All  that  money  is  bor- 
rowed, according  to  SEC  documents. 
Had  Trump  become  sole  owner  of 
Resorts,  he  could  have  sold  or  mort- 
gaged its  holdings  and  gotten  his  cash 
out,  plus  more  for  other  projects. 
Trump  still  has  his  hugely  favorable 
management  contract  (Forbes,  Dec. 
14,  1987],  under  which  he  stands  to 
get  between  $200  million  (the  accept- 
ed figure)  and  $350  million 
(his  figure)  over  the  next  ten 
years.  But  the  New  Jersey 
Casino  Control  Commission 
has  sharply  cut  the  fees  he 
can  take  for  now. 

Can  Trump  afford  to  sit  in- . 
definitely  with  his  $100  mil- 
lion tied  up  in  Resorts?  He 
would  like  people  to  think 
so.  He  is,  after  all,  one  of  the 
few  Forbes  Four  Hundred 
members  who  insist  we  have 
greatly  undercounted  his 
wealth.  But  there  are  reasons 
to  believe  he  is  not  as  liquid 
as  he  would  like  us  to  think. 
A  careful  examination  of  his 
three  gambling  properties  re- 
veals that  he  is  using  100% 
borrowed  money.  That  isn't 
unusual  in  real  estate  but  is 
highly  risky  in  a  volatile 
business  like  casinos. 

Why  all  the  fuss  over  Re- 
sorts, a  company  that  last 
year  showed  only  $10  mil- 
lion in  net  profits?  Because  you  can 
easily  make  a  case  that  the  company 
could  be  worth  $60  or  more  a  share  if 
assets  were  liquidated  at  good  prices. 
To  be  sure,  Resorts  is  heavily  in- 
debted and  will  owe  more  should  it 
float  a  $500  million  bond  issue  Trump 
is  talking  about.  Even  so,  Resorts 
owns  Bahamas  properties  for  which 
Forbes  Four  Hundred  member  Marvin 
Davis  has  offered  $260  million,  valu- 
able vacant  land  in  Atlantic  City  and 
a  parcel  leased  for  $6.3  million  a  year 
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"Get  this-he  wants  me  to  pitch 
a  guy  5,000  miles  away, 
who  I  haven't  spoken  to  in  three  years!' 


ft  pays  to  keep  in  contact  with  your  international  contacts. 

Each  time  you  call,  your  voice  is  your  unique  signal  that 
}  j  care.  You're  interested.  And  that  you're  personally 
( Timitted  to  maintaining  and  building  a  relationship. 
!  |  n  short,  you  build  the  kind  of  rapport  and  confidence 
fc.t  can  turn  future  business  dealings  into  successes. 

|  ;or  more  on  how  AT&T's  Worldwide  Intelligent 
B:work  can  help  you  make  the  most  of  your 
l|  ^national  relationships,  call  1  800  222-0400,  Ext.  354. 


Because  you  never  know  when  it's  time  for  an  overseas 
contact  to  become  an  overseas  customer. 

From  equipment  to  networking,  from  computers 
to  communications,  AT&T  is  the  right  choice. 


AT&T 

The  right  choice. 


CADILLAC  /4LL/INTE. 
World-class,  ultra-luxury,  Cadillac  style. 


i 


For  those  who  are  fortunate  enough 

to  write  their  own  rules,  there  is 

Cadillac  /lllante. 

From  the  designer  of  Ferrari  and 

Rolls-Royce. 

Timissioned  Pininfarina, 
SpA.  of  i  'tin,  Italv-dt  f  igner  of  the 
v     c  i  and  Rolls-Royce 
jue-to  design  and  hand- 
.    d  iw  -rk  of  /lllante. 
jtput  V8  roadster  with 
ouan  road  manners. 

eager,  instantaneous- 


with  a  seguential-port,  fuel-injected 
V8.  And  /lllante  is  first  with  the  Bosch 
III  anti-lock  braking  system,  standard. 

A  new  concept  in  two-passenger 
automobiles:  Cadillac  comfort. 

With  nearly  five  feet  of  shoulder 
room,  /lllante  defies  the  traditional 
space  constraints  of  a  roadster.  Its 
pass-through  trunk  even  accepts  skis 
and  other  long  cargo  with  a  total  of 
16.25  cubic  feet  of  space-the  largest 
trui  ik  of  any  roadster  sold  in  the  U.S. 


Driver  and  passenger  enjoy  th< 
custom  fit  of  10-way  Recaro  sec 
Virtually  every  other  conceivar. 
convenience  also  comes  stanc 
The  only  extra-cost  option:  a  cc 
cealed  cellular  mobile  telephc 

Turns  the  wind  into  a  whisper. 

/Illante  redefines  open-air  mol 
ing,  because  with  the  top  dow 
highway  speeds,  you  and  your 
passenger  can  hold  a  normal  < 
sation.  This  year-round  roadstei 
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LET'S  GET  IT  TOGETHER... BUCKLE  UP. 


!  i  unique  convertible  top 
Ihree  glass  windows 
p  lightweight  (58  lbs.) 
Cop  that  installs' without 
>ools. 

world's  first  7-year/ 
100-mile  assurance  plan. 

:  lllante  Assurance  Plan 
I  es  to  the  entire  car*  It 
des  emergency  road 
he  and  rental  vehicle 
isions  should  your  /lllante 


require  more  than  two  hours' 
service  or  overnight  work. 

Your  personal  invitation. 

Your  Cadillac  dealer  invites 
you  to  discover  the  ultra-lux- 
ury roadster  unlike  any  that 
has  come  before  it-/4llante. 

'Except  for  tires  which  are  warranted  by 
their  manufacturer.  See  your  Cadillac 
dealer  for  terms  and  conditions  of 
this  limited  warranty.  A  Oeductible 
may  apply. 


CADILLAC  /1LMNTE. 

THE  ONLY  WAY  TO  TRAVEL 

IS  CADILLAC  STYLE. 


3 1988  GM  Corp. 


"I  love  the  excitement  of 
business  in  Hong  Kong, 
but  I  need  tranquility 
to  prepare  for  it." 

Carol  J.  Conover 
Vice-President 
Chinese  Art 
Sotheby's 


"I  savor  the  cultural 
stimulation  of  Japan. 
I  like  to  prolong  it  on 
my  flight." 

Donald  Keene 
Author,  translator 
Shincho  Professor  of  Japanese 
Columbia  University 


Nonstop,  rest.  Or  nqnstop  attentiveness.  Whichever  you  opt  for,  the  consistently  high 
ldard  of  servlcecn  Japan  Air  Lines  is  one  of  the  reasons  why  more  people  around 
world  choose  JAL  to  fly  to  the  Orient  than  any  other  airline. 

yations,  call  your  travel  agent  or  Japan  Air  Lines  directly  at  800-  JAL-FONE 


UAP/XN  AIR  LINES 

V\fe  give  you  more  of  the  Orient 


Tokyo  Osaka  Seoul  Hong  Kong  Beijing  Shanghai  Manila  Singapore  Bangkok  and  Beyond 


The  Taj  Mafjal,  Resorts'  white  elephant  in  Atlantic  City- 
A  $405  million  overrun?  Or  just  $50  million? 


to  the  Showboat  casino-hotel.  Then 
there  is  Resorts'  Atlantic  City  casino 
and  the  uncompleted  Taj  Mahal  casi- 
no-hotel, which  has  to  be  worth  sever- 
al hundred  million  dollars,  though 
probably  less  than  it  will  have  cost 
when  finally  built. 

Whatever  the  properties  are  worth, 
Trump  probably  wouldn't  have  the 
problem  of  getting  his  hands  on  them 
if  weren't  for  Dale  Scutti,  who,  de- 
spite his  "I'm-just-a-poor-boy-from- 
North-Philly"  act,  is  smart  and 
shrewd  and  tough. 

Who  is  Dale  Scutti?  As  Scutti  tells 
it,  he  was  born  in  Philadelphia  54 
years  ago  and  went  to  work  as  a  diesel 
mechanic  on  a  boat  for  Gannett 
Newspapers  in  Rochester, .  N.Y.  in 
1957,  following  military  service. 
Three  years  later  he  started  wholesal- 
ing cars,  opened  a  used-car  lot,  then 
constructed  an  auto  dealership  for  a 
friend  quickly  and  cheaply.  This  begat 
dealership-construction  contracts, 
then  ownership  of  eight  dealerships  in 
Rochester  (since  sold),  then  real  estate 
development,  ownership  of  a  boat 
company,  land  in  southern  California. 
With  this  wealth  came  a  Learjet, 
homes  in  Rochester,  Fort  Lauderdale, 
Las  Vegas,  Laguna  Beach. 

In  January  of  this  year,  Scutti  hap- 
pened to  be  staying  at  the  Showboat 
while  Trump  was  in  the  midst  of  a 
$15-a-share  offer  (later  raised  to  $22) 


for  Resorts.  Scutti  says  he  was  at  the 
Showboat  just  to  take  in  the  salt  air— 
"It's  good  for  my  sinuses,"  he  says. 

But  it  was  bad  for  Trump's  deal. 
The  Showboat  is  next  door  to  the  Taj 
Mahal,  an  enormous  structure  that 
has  plagued  Resorts  for  years.  Scutti's 
room  gave  him  a  bird's-eye  view  of 
the  Taj. 

Says  Scutti:  "There's  a  story  in  the 
paper  about  Trump  saying  how  it's 
going  to  cost  S500  million  to  finish 
the  hotel.  I  know  something  about 
construction.  I  look  out  the  window 
and  I  can  see  that  number  is  a  bunch 
of  [expletive  deleted).  It's  at  least  S300 
million  too  high." 

Scutti  is  no  Harvard  M.B.A. — he 
didn't  even  go  to  college — but  he's 
very  good  at  arithmetic.  Using  his  es- 
timates he  figured  that  each  of  Re- 
sorts' 6.45  million  shares  had  to  be 
worth  around  $50  more  than  Trump 
was  letting  on  (the  $300  million  cost 
overestimate  divided  by  6.45  million 
shares).  So  even  with  Trump's  $15 
offer  on  the  table,  Scutti  started  buy- 
ing, ultimately  plunking  down  $6.2 
million  for  350,000  Resorts  A  shares. 

Because  his  New  York  law  firm  was 
representing  Trump,  Scutti  ended  up 
with  Morris  Orens  at  Olshan  Grund- 
man  &  Frome.  "He  calls  me  and  says, 
'I'm  being  [expletive  deleted],'  "  re- 
calls Orens.  "I  told  him  to  send  mon- 
ey, and  the  next  day  I  had  a  Federal 


Express  package  with  a  $10,000  check 
in  it." 

After  trying  to  find  someone  to  bid 
against  Trump,  Orens  finally  called 
Michael  Nigris  Jr.  at  Merv  Griffin's 
Griffin  Co.,  whom  he  had  worked 
with  before.  Within  days,  Griffin, 
who  recently  bought  the  Beverly  Hil- 
ton for  $100  million,  agreed  to  bid  for 
Resorts,  after  Scutti  offered  him  an 
option  to  buy  160,000  of  his  Resorts 
shares  at  $22.  Tweedy,  Browne  has 
given  Scutti  a  similar  option  on 
107,000  of  its  shares. 

This  puts  Griffin  in  a  very  nice  situ- 
ation. If  he  can  force  Trump  to  bid 
more  than  $22,  he  makes  a  tidy  profit. 
If  he  ends  up  buying  the  company,  he 
gets  160,000  shares  on  the  cheap. 

Meanwhile,  he  has  broken  up 
Trump's  deal,  cloaked  himself  in  vir- 
tue by  invoking  the  little  shareholder, 
and  pleased  the  people  who  want  to 
see  Trump  get  his  comeuppance. 

Griffin's  Hollywood  cheering  squad 
is  said  to  include  his  friend  and  neigh- 
bor Marvin  Davis,  whom  Trump  in- 
sulted in  his  book.  Then  there's  Lew 
Wasserman,  the  chairman  of  MCA,  a 
company  that  Trump  has  been  eyeing 
aggressively. 

Also  rooting  for  Griffin  are  Tweedy, 
Browne  and  Mutual  Shares,  both  of 
which  shelled  out  lots  of  money — 
Tweedy  spent  $33  million  for  11.6% 
(average  cost:  $50  a  share);  Mutual 
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Go  with  the 

long-term 

winners. 


In  investments,  as  in  most  other  areas  of  life, 
there  are  two  types  of  winners:  those  who 
enjoy  success  that  is  sudden  and  fleeting,  and 
those  who  perform  consistently,  year  after 
year.  Twentieth  Century's  Select  and  Growth 
Investors  have  both  outperformed  97  percent 
of  all  mutual  funds  that  are  tracked  by  Lipper 
Analytical  Services,  Inc.,  for  all  10-year 
reporting  periods  for  the  past  15  years*  That's 
the  kind  of  winning  performance  we've 
become  recognized  for  at  Twentieth  Century. 
To  find  out  more,  write  or  call  for  an 
Information  Kit  and  Prospectus.  Please  read 
the  Prospectus  carefully  before  investing. 


Call  toll-free 


1-800-345-2021 


*E*ch  10-ycar  period  begins  on  a  quarterly  boundars 
PSgORt  arc  based  on  lota]  return  Past  results  do  not  predm 
future  prrtormanic 


Please  send  a  free  Prospectus  to: 


Addrwt 


State 


ZIP 


No-Load,  No-Minimum  Mutual  Funds 

P.O  Box  419200.  Kansas  Ok  MO  64141-6200 


spent  $15.5  million  for  5.1%  (average 
cost:  $53) — with  the  thought  of  either 
realizing  Resorts'  asset  value  or  being 
partners  with  Trump. 

But  the  stock  dropped  instead,  from 
62  when  Trump  took  over  to  as  low  as 
ll3/s  in  December.  Trump's  oppo- 
nents say  he  was  trying  to  run  the 
stock  down  to  buy  it  cheap.  Trump 
denies  it. 

But  once  Resorts  stocks  and  bonds 
began  falling,  Trump  did  nothing  to 
reverse  the  slide.  He  raised  the  specter 
of  bankruptcy,  because,  he  said,  the 
Taj  Mahal  would  cost  $930  million, 
compared  with  the  previous  manage- 
ment's estimate  of  $525  million.  The 
numbers  weren't  strictly  comparable, 
but  Trump  never  stressed  that.  He 
told  the  New  Jersey  Casino  Control 
Commission  he  was  counting  items 
such  as  interest,  construction  changes 
and  pre-opening  costs  that  the  previ- 
ous managers  were  not  including.  The 
comparable  "hard  construction  costs" 

Trump  acts  as  if  he  owned 
the  company.  Resorts  Air 
has  been  renamed  Trump 
Air.  The  Taj  Mahal  may 
become  Trump  Taj  Mahal. 

were  $575  million  to  $630  million — a 
$50  million  to  $105  million  overrun. 
That's  not  peanuts,  but  it's  not  $405 
million. 

A  week  after  the  New  Jersey  casino 
commission  approved  Trump's  man- 
agement contract  and  the  stock  fell  to 
$12,  Trump  bid  $15  to  take  the  com- 
pany private. 

More  than  a  dozen  class-action  law- 
yers raced  to  the  courthouse,  led  by 
Richard  Greenfield  of  Philadelphia.  In 
almost  record  time,  this  crew  accept- 
ed Trump's  $22  settlement  and  pre- 
pared to  carve  up  a  $3.25  million  fee, 
which  Trump  personally  guaranteed 
if  the  offer  went  through. 

Interestingly,  Trump  has  been  act- 
ing as  if  he  owned  all  of  Resorts.  Re- 
sorts International  Air,  which  sup- 
plies Manhattan-Atlantic  City  heli- 
copter service,  has  been  rechristened 
Trump  Air.  The  Taj  Mahal  model  in 
the  lobby  of  Resorts'  casino  carries 
the  name  Trump  Taj  Mahal.  Pictures 
of  Trump  abound  in  the  lobby,  as  do 
displays  for  his  book. 

Dale  Scutti  ?  Even  if  Resorts  goes  for 
$22,  Scutti,  whose  average  cost  is  $18, 
stands  to  make  a  million  bucks  or  so. 
Maybe  even  better,  he's  discovering 
the  joys  of  Trump-baiting.  "Trump," 
he  says,  "is  the  kind  of  guy  who  car- 
ries around  a  garden  hose  so  he  can 
walk  on  water."  Only  right  now, 
Trump  is  walking  on  eggshells.  ■ 
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Wty  Businessland  Keeps 
Networking  Itself. 


As  one  of  the  world's  leaders 
in  PC  connectivity,  ifs  hardly 
surprising  that  Businessland* 
is  itself  one  of  the  most  heavily 
networked  organizations  in 
the  world. 

In  fact,  Businessland  operates 
its  own  business  through  over 
130  connected  LANs,  integrating 
components  from  dozens  of 
different  hardware  and  software 
manufacturers.  Connecting  micros 
to  minis  and  mainframes  located 


throughout  the  United  States 
and  England. 

So,  we  don't  just  know  how 
to  network.  We  also  know  how 
connectivity  impacts  a  business 
environment.  How  electronic  mail 
not  only  improves  communication 
and  reduces  "meeting"  times,  but 
how  it  opens  up  entirely  new  and 
more  productive  ways  to  work. 

And  how  sharing  resources  can 
reduce  expenses  and  support  staff. 

The  proof?  At  Businessland, 


the  sales  per  employee  has  more 
than  doubled  in  four  years.  In  fact, 
our  productivity  has  increased 
over  40%  last  year  alone. 

So  if  you'd  like  to  learn  more 
about  networking  from  someone 
who  really  understands  it,  just 
give  us  a  call  at  1-800-328-8383 
for  the  Businessland  Center 
nearest  you. 

BUSIfiESSuuD 

A  Different  Kind  of  Computer  Company 


Effect  Of  Networking  Businessland 
Sales  Per  Employee 


$350,000   


Businessland  and  the  Businessland  logo  are  registered  trademarks  of  Businessland  Inc. 


Commercial  and  investment 

banking  in  one  organization? 

In  Germany  we  have  a  name  for  it. 


You  may  know  us  as  one  of 
Germany's  leading  commercial 
banks.  But  did  you  know  that 
we  are  one  of  Germany's  leading 
investment  banks?  This  unique 
combination  is  called  "universal 
banking"  and  it's  been  our  business 
for  over  100  years. 

As  a  commercial  bank,  we 
finance  more  than  20%  of 
Germany's  foreign  trade  and 
arrange  project  financings  worth 
billions. 

As  an  investment  bank,  we 
supply  the  full  range  of  invest- 
ment banking  services,  corporate 
stock  and   bond   underwriting  in 


particular.  Last  year  alone  we 
lead-managed  eurobond  issues 
for  a  total  of  US  $  8.4  billion. 

At  Deutsche  Bank  you  will  find 
experienced  people  skilled  in  uni- 
versal banking.  You  can  rely  on 
their  ingenuity  to  identify  the  most 
efficient  way  to  meet  your  financial 
requirements. 

For  universal  banking  -  the 
unique  combination  of  commercial 
and  investment  banking  services  - 
consider  using  the  skills  and  ex- 
perience of  one  of  the  world's 
leading  banking  groups. 

Contact  the  Deutsche  Bank 
Group  office  nearest  you. 


Deutsche  Bank 


Deutsche  Bank  AG 
New  York  Branch 
(Commercial  Banking) 
9  West  57th  Street 
New  Ygrk.  NY  10019-2799 
Tel.:  (212)  940-8000 


Capital  Management  International  GmbH 

of  Deutsche  Bank 

(Pension  Fund  Management) 

Representative  Office,  9  West  57th  Street 

New  York.  NY  10019-2799 

Tel.:  (212)  832-1630 


Deutsche  Bank 
Capital  Corporation 
(Investment  Banking) 
40  Wall  Street 
New  York.  NY  10005 
Tel.:  (212)  612-0600 


Deutsche  Credit  Corporation 
(Sales  Financing) 
2333  Waukegan  Road 
PO  Box  329 
Deerfield.  IL  60015 
Tel.:  (312)  948-7272 


Note  to  presidential  contenders:  The  Loui- 
siana state  government  is  insolvent,  and 
populist  politics  bear  much  of  the  blame. 

Les  bons  temps 
sont  finis 


By  William  P.  Barrett 


Louisiana  has  many  distinctive 
_  features:  the  Mardi  Gras,  Cajun 
I  cooking  and  the  misty  Missis- 
sippi River  delta.  Here's  another:  Lou- 
isiana has  America's  only  truly  insol- 
vent state  government. 

When  the  current  fiscal  year  ends 
on  June  30,  officials  figure  Louisiana 


will  show  a  loss  of  nearly  $400  mil- 
lion on  $7  billion  in  revenues.  The 
state  also  has  been  more  than  $200 
million  short  in  each  of  the  last  two 
years.  Pension  plans  for  government 
workers,  meanwhile,  are  underfunded 
by  at  least  $6  billion. 

Well,  why  not  borrow?  That's 
what  the  feds  do  to  finance  a  far 
worse  deficit.  A  Japanese  bank  guar- 


antee last  year  helped  Louisiana  ob- 
tain $280  million  in  short-term 
loans,  but  further  borrowing  won't  be 
easy.  Standard  &  Poor's  recently  low- 
ered the  rating  covering  Louisiana's 
$3  billion  of  general  obligation  debt 
to  BBB  +  ,  the  worst  given  any  state 
and  just  barely  investment  grade. 

So  Louisiana,  which  has  paid  its 
debt-service  obligations  on  time,  is 
getting  by  through  a  variety  of  other 
fiscal  maneuvers.  Its  employees  are 
being  paid  every  15  days  instead  of 
the  normal  two  weeks,  a  trick  that 
will  toss  the  last  $45  million  payroll 
into  the  new  fiscal  year.  Some  $500 
million  of  the  other  money  it  owes, 
such  as  tax  refund  checks  and  vendor 
payments,  are  also  being  pitched  into 
the  new  fiscal  year.  The  state  found 
another  $600  million  or  so  by 
"borrowing"  from  dedicated  govern- 
ment trust  funds  supposedly  set 
aside  by  law  for  specific  purposes 
like  highway  construction. 

"Our  system  is  a  farce,"  says  newly 
inaugurated  Governor  Charles  (Bud- 
dy) Roemer  III,  44.  His  staff,  including 
his  press  secretary  and  chief  fiscal  ex- 
pert, freely  acknowledges  that  the 
state,  because  of  its  inability  to  pay  all 


Siephan  Savofal 


i    Roemer  of  Louisiana 
Our  system  is  a  farce." 
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its  debts  as  they  fall  due, 
is  insolvent. 

Certainly,  Louisiana's 
troubles  are  many.  The 
state  has  one  of  the  na- 
tion's highest  adult  illit- 
eracy rates,  one  of  the 
highest  infant  mortality 
rates,  one  of  the  highest 
unemployment  rates,  one 
of  the  worst  school  sys- 
tems and  the  lowest  per 
capita  income.  Roemer,  a 
former  Democratic  con- 
gressman, won  election 
last  fall  and  took  office  in 
March  on  an  unusual — 
for  successful  Louisiana 
politicians — platform  of 
fiscal  restraint  and  bud- 
get-cutting. 

The  immediate  cause 
of  Louisiana's  distress,  of 
course,  is  the  sharp  drop 
in  energy  prices,  which 
caused  state  energy-relat- 
ed revenues  to  fall  from 
$1.6  billion  in  1982— 
50%  of  all  general  reve- 
nue— to  just  $750  million 
this  year.  But  the  real 
blame  belongs  to  the  vot- 
ers, who,  since  the  era  a 
half-century  ago  of  Gov- 
ernor Huey  P.  ("Share 
Our  Wealth")  Long,  have 
generally  elected  populist  officials 
who  promise  the  moon  and  then  try 
to  deliver  it.  The  ruling  politicians' 
idea  of  long  term  is  the  day  after  they 
leave  office.  They  rarely  have  seen 
the  need  to  attract  new  businesses, 
put  aside  surpluses  for  hard  times  or 
reduce  the  dangerous  overdepen- 
dency  on  energy  taxes,  paid,  not  co- 
incidentally,  largely  by  out-of-state 
corporations. 

The  result?  Louisiana  (pop.  4.5 
million)  has  more  state  employees 
than  some  states  with  far  more  resi- 
dents. Until  Roemer  arrived  and  start- 
ed cutting  back,  one  out  of  every  sev- 
en Louisiana  state  employees  had  a 
state-owned  car. 

Another  result  is  a  tax  system  that 
has  shielded  the  politically  potent 
middle  class  from  almost  all  taxes, 
perhaps  making  it  relatively  indiffer- 
ent to  waste  and  corruption.  Today, 
upwards  of  an  amazing  90%  of  home- 
owners pay  no  property  tax.  The  aver- 
age state  income  tax  withholding  is 
less  than  $8  a  week.  The  state  consti- 
tution, no  less,  fixes  the  registration 
fee  for  private  vehicles  at  $3.  A  high 
combined  state-local  sales  tax,  9%  in 
New  Orleans,  falls  disproportionately 
upon  the  poor.  Business  bears  much  of 
the  tax  burden. 


The  latest  proponent  of  this  spend- 
thrift philosophy  was  Governor  Ed- 
win W.  Edwards,  whom  Roemer  de- 
feated in  October.  Edwards'  unofficial 
slogan  was  "Laissez  les  bons  temps  rou- 
ler"  ("Let  the  good  times  roll").  The 
deficits  greatly  accelerated  under  the 
last  of  his  three  terms,  but  he  had 
plenty  of  help.  The  legislature,  also 
elected  by  the  voters,  routinely  ig- 
nored the  recommendations  of  its  fis- 
cal staff  and  used  Edwards'  much 
higher  revenue  estimates — which 
proved  to  be  inaccurate. 

The  day  of  reckoning  has  come — as 
come  it  must  for  all  governments 
that  promise  the  voters  more  than 
voters  can  or  will  pay  for.  Roemer 
gained  the  temporary  power  during  a 
special  legislative  session  in  March  to 
make  sharp  budget  cuts  and  raise 
fees.  For  the  big  fix,  he  won  approval 
for  what  amounts  to  a  giant  bill-con- 
solidation loan.  He  plans  to  dedicate 
1%  of  the  4%  state  sales  tax  to  a 
newly  created  Louisiana  Recovery 
District  that  would  float  from  $800 
million  to  $1  billion  of  bonds,  re- 
deemable over  eight  to  ten  years,  to 
cover  all  deficits.  He  hopes  such  a 
dedication  will  keep  an  investment- 
grade  bond  rating.  But  Wall  Street, 
already  burned  by  previous  rating  re- 


ductions, is  likely  to  be 
very  wary.  According  to 
officials,  Edwards  once 
announced  big  budget 
cuts  before  a  bond  issue, 
then  essentially  told  his 
staff  to  ignore  him. 

Roemer  is  actually  talk- 
ing about  raising  taxes  on 
the  middle  class.  Since  ef- 
fective tax  rates  are  so 
low,  particularly  by  na- 
tional standards,  there  is 
room  to  add  revenue 
here.  Brian  Kendrick, 
Roemer's  administration 
commissioner  and  budget 
point  man,  hopes  to  pare 
some  of  the  more  ex- 
treme tax  breaks — such 
as  the  deductibility  on 
personal  state  income  tax 
returns  of  federal  income 
taxes  and  excess  itemized 
deductions.  Actions  like 
these  could  raise  $450 
million.  He  is  looking  to 
cut  general  expenditures 
by  about  10%,  or  $300 
million — severe  but  pos- 
sible— and  to  boost  user 
fees  by  $100  million.  In 
all,  Kendrick  figures  this 
belt-tightening  would 
save  $850  million  and  put 
Louisiana's  financial 

house  more  or  less  in  order. 

The  $6  billion  pension  shortfall 
would  be  taken  care  of  by  a  new  con- 
stitutional amendment,  amortizing 
the  shortfall  over  40  years  and  requir- 
ing the  state  to  set  aside  the  yearly 
cost.  Revenue  projections  are  now 
made  by  a  separate  panel,  including 
an  outside  expert,  Louisiana  State 
University  economics  professor 
James  Richardson.  "The  state  is 
clearly  in  the  hole,"  he  says.  "But 
that  doesn't  mean  it's  in  there  per- 
manently. The  state  is  definitely  not 
in  a  situation  where  it  will  have  to 
file  for  bankruptcy." 

Why  did  Roemer,  who  has  an 
M.B.A.  from  Harvard,  want  this  job? 
"It's  a  turnaround  situation  and  the 
chance  of  a  lifetime,"  he  says  in  his 
State  Capitol  office  overlooking  the 
Mississippi  in  Baton  Rouge.  "The 
only  way  to  go  is  up.  We're  going  to 
scrub  the  budget  clean,  and  I  think 
we  can  do  it  in  120  days.  We'll  be  the 
success  story  of  the  1990s." 

If,  that  is,  the  voters  will  stand  for 
the  higher  taxes  and  cutbacks  in  free 
goodies.  When  he  left  office,  Edwin 
Edwards  dropped  broad  hints  he  would 
run  again.  Given  what  Louisiana  vot- 
ers have  wrought  in  the  past,  he  could 
get  another  warm  welcome.  ■ 
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Pierre  Car  din  is  more  than  just  a  superrich  fashion  designer.  He 
is  a  pioneer  of  the  brave  new  world  where  tastes  and  trends 
transcend  national  boundaries  and  people  everywhere  seek  to 
buy  a  bit  ofp7'estige  as  well  as  merchandise  with  their  money. 

"What  is  perfume  but  water 
and  a  bit  of  essence?" 


Sixties. 


ort  Sahl  summed  it  all 
up:  "Ask  a  Califomian 
who  he  is  and  he  points  to 
his  car."  That  was  in  the 
Today  the  Califomian — or 
any  trendy  person  anywhere  in  the 
world — might  just  as  well  point  to  his 
underwear.  Or  to  his  frying  pan. 
Thank  you,  Pierre  Cardin. 

In  1950  Pierre  Cardin,  an  Italian- 
born  Frenchman,  founded  his  own 
haute  couture  house  Nearly  bank- 
rupt a  half-dozen  years  later,  he  had — 
rather,  he  adapted — a  brilliant  mar- 
keting idea.  Why  limit  the  market  for 
designer-name  clothing  to  the  hand- 
ful of  women  who  could  afford  the 
then  princely  sum  of  $500  or  more  for 
a  dress?  Why  not  slap  his  name  on  off- 
the-rack,  ready-to-wear  dresses?  Why 
not  license  factories  to  use  his  name 
and  his  designs?  The  idea  wasn't  origi- 
nal. Cardin  launched  his  career  at 
Christian  Dior,  where  he  had  wit- 
nessed the  first  licensing  agreement 
in  1949. 

Wasn't  the  idea  of  a  ready-made 
"designer"  dress  a  contradiction  in  terms?  The  prestigious 
Chambre  Syndicale  de  la  Couture  Pansienne,  the  govern- 
ing body  of  the  23  haute  couture  houses,  certainly  thought 
it  was  an  outrage.  In  1959  it  expelled  Cardin  from  its 
ranks,  but  it  couldn't  stop  the  trend  he  had  started.  Walk 
through  any  store  anywhere  in  the  world  and  try  to  find 
ling  that  does  not  bear  a  designer  label;  it  takes  some 
n,"  says  Kurt  Barnard,  publisher  of  Barnard's 
.  >      started  this  whole  designer  craze." 
duced  items  ranging  from  men's  under- 
penknives,  alarm  clocks  and  luggage 
is  and  people  happily  pay  a  few  pennies 


By  Richard  C.  Morais 
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Pierre  Cardin,  Pans.  1959 
First,  afoot  in  Dior. 


or  many  dollars  extra  for  the  comfort 
of  those  labels. 

At  65,  the  man  who  started  it  all 
basks  in  the  rosy  glow  of  fame  and  an 
estimated  personal  income  of  $20 
million  or  so  a  year.  Forbes  inter- 
viewed him  recently  in  his  ostenta- 
tiously modest  offices  at  No.  59,  rue 
du  Faubourg  St.  Honore. 

Let  others  have  sleek,  expensive- 
looking  offices.  Despite  the  fashion- 
able address,  Cardin 's  offices  are  din- 
gy, with  threadbare  carpets  and 
smudged  walls.  His  own  dress  makes 
a  similar  statement.  He  is  modishly 
attired  in  a  luxurious  cashmere  jacket 
and  silk  foulard,  but  his  loafers  are 
stained,  unpolished  and  scuffed.  Both 
office  and  dress  suggest  a  man  who 
does  things  to  please  himself,  the  rest 
of  the  world  be  damned.  How  rich  are 
you,  we  ask?  Cardin  pulls  his  overcoat 
collar  over  his  face,  almost  as  if  he's 
trying  to  protect  himself  from  the 
questioning.  "I  never  count  what  I 
earn,"  he  says. 
The  facts  suggest  that  the  latter 
statement  isn't  entirely  true,  but  Cardin  is  careful  to 
present  himself  as  an  artist  as  well  as  a  moneymaker.  With 
the  degage  demeanor  of  an  aging  boulevardier,  Cardin 
slouches  in  a  circular  foam  chair  he  designed  back  in  the 
1970s.  "I  have  the  most  important  name  in  the  world," 
says  Cardin  in  a  monotone  reminiscent  of  Truman  Capo- 
te's. "I  give  my  name  only  to  the  best  products."  Allowing 
his  name  to  be  used,  he  adds,  "is  like  a  queen  or  a  president 
honoring  a  cocktail  reception." 

Such  deliberate  immodesty  goes  hand  in  hand  with  a 
shrewd  business  sense.  With  840  licenses  to  use  his  name 
in  effect  worldwide,  Cardin  has  far  more  agreements  than 
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Christian  Dior  (300  licenses),  Yves  St.  Laurent  (200)  or 
Calvin  Klein  (12).  In  98  countries,  from  Argentina  to  the 
Soviet  Union,  the  PC  initials  confer  status  for  everything 
from  belts  to  bidets,  from  fragrances  to  frying  pans.  Under 
the  Maxim's  of  Paris  name,  which  he  bought  in  1981, 
Cardin  also  peddles  hotels,  crystal  and  dinner  jackets. 

Taken  together,  Cardin-inscribed  products  gross  around 
$1.2  billion  at  wholesale,  perhaps  $2  billion  or  more  at 
retail.  From  those  sales,  Cardin  receives  royalties  of 
around  $75  million.  Businesses  he  owns  outright  bring  his 
total  estimated  annual  revenues  to  around  $125  million. 
Cardin's  overhead  is  small  in  relation  to  his  take:  a  small 


licensing  staff,  some  designers,  cramped  offices. 

Although  the  Chambre  Syndicale  de  la  Couture  Pari- 
sienne  has  now  accepted  him  back,  and  although  many  of 
its  members  now  compete  with  him  in  mass  merchandis- 
ing, he  is  still  resented  in  the  trade.  "The  difference  be- 
tween us  and  Cardin,"  says  Geoffroy  de  Seymes,  Christian 
Dior's  international  director  of  licensing,  "is  that  Dior 
never  sells  its  name.  We  negotiate  a  creation,  and  only 
when  the  licensee  understands  the  creation  do  we  give  the 
licensee  a  contract." 

To  which  Cardin  snaps:  "It's  snobbish  stupidity.  Why 
am  I  bad  if  I  sell  a  frying  pan,  but  if  I  sell  perfume  I'm  an 


Michel  Boutefeu 


Cardin  today,  with  some  of  the  products  that  bear  his  name 

Underwear  by  Jockey  is  just  underwear.  But  designer  underwear  is  a  personal  statement. 
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aristocrat?   What   is  perfume   but  water  and  a  bit   of 
essence?" 

That's  a  good  question.  Another  is  this:  Why  do  consum- 
ers around  the  world  happily  pay  extra  for  apparel,  ciga- 
rettes, fragrances  and  frying  pans  simply  because  the  prod- 
ucts come  emblazoned  with  a  designer's  initials?  Histori- 
an Daniel  J.  Boorstin  (see  box,  p.  94),  now  the  Librarian  of 
Congress  Emeritus,  helped  us  to  understand  the  labeling 
phenomenon  25  years  ago  with  the  publication  of  his 
concise  book  The  Decline 
of  Radicalism:  Reflections  on 
America  Today. 

If  Cardin  got  there  first 
in  a  business  sense,  Boor- 
stin was  among  the  first 
to  understand  how  the 
spread  of  affluence  and 
modem  communications 
were  changing  the  world. 
Once  upon  a  time,  Boor- 
stin wrote,  people  thought 
of  themselves  in  ethnic, 
political  and  religious 
terms.  Sample:  I  am  a 
middlewestern  Republi- 
can Presbyterian.  Or:  I  am 
a  southern  Baptist  Demo- 
crat of  Scotch-Irish  de- 
scent. And  so  on.  They 
still  do.  But  superimposed 
upon  that  older  sense  of 
identity  is  a  new  sense  of 
identity  bom  of  the  con- 
sumer age:  1  am  a  white- 
wine-drinking,  Rolex- 
watch-wearing  Volvo 

driver.  In  such  a  world, 
where  bourgeois  tastes 
transcend  national  and 
cultural  boundaries,  use 
of  designer  names  is  a  nat- 
ural. I  am  a  Pierre  Cardin 
type.  Or  a  Ralph  Lauren 
type.  1  identify  with  their 
style.  I  am  with-it. 

Boorstin  spoke  of  "con- 
sumption communities" 
replacing  the  older  com- 
munities. "A  consump- 
tion community,"  he  wrote,  "consists  of  people  who  have 
a  feeling  of  shared  well-being,  shared  risks,  common  inter- 
ests, and  common  concerns  that  come  from  consuming 
the  same  kinds  of  objects."  Porsche  drivers,  Forbes  read- 
ers, Gucci  loafer-wearers — these  are  just  a  few  of  many 
thousands  of  consumption  communities. 

The  nice  thing  about  consumption  communities  is  that 

they  are  democratic:  Anyone  can  join.  You  don't  need 

farm!*  connections  oi  diplomas  from  the  right  schools  to 

'vas  Regal  oi  a  Mercedes  or  collect  art.  All 

.  is  the  right  a  t  money. 

signer  label  tin  says,    is  the  application 

i  pt  of  celebn  the  consumption  communi- 

iignei  lab      is  a  community  of  consumers 

■  if  the  celt  the  name  rubs  off." 


Nicolas  Moseara  Gamma  Liaison 


Maxim's  in  Beijing  (above),  Cardin  witbMme.  Gorbachev 
In  1986  Cardin  closed  a  deal  already  bringing  him 
$180,000  in  royalties  quarterly  from  the  Soviets.  "The 
Soviet  Union  could  become  one  of  our  biggest  markets." 


And  so  it  is  that  underwear  by  Jockey  or  Hanes  is  just 
underwear.  But  underwear  by  Pierre  Cardin  or  Perry  Ellis 
is  a  personal  statement:  I  am  an  avant-garde  fellow  like 
Pierre.  I  am  proud  to  associate  with  like-minded  people, 
and  I  don't  mind  paying  extra  for  the  privilege. 

For  Cardin  all  this  is  more  than  just  an  academic  con- 
cept. He  wrings  it  for  all  it  is  worth.  He  receives  a  royalty 
of  between  7%  and  10%  of  the  wholesale  price  on  clothes 
and  3%  to  7%  on  everything  else. 

And  what  can  Cardin  do 
for  his  licensees?  Consid- 
er Taroma  Inc.,  a  subsid- 
iary of  the  $180  million 
(revenues)  Swiss  tobacco 
company,  F.J.  Burrus.  The 
family-owned  company, 
with  a  23%  hold  on  the 
Swiss  tobacco  market,  de- 
cided in  1982  to  export  its 
two  market-leader  ciga- 
rettes, Select  and  Pari- 
sienne.  The  international 
cigarette  business  is  cut- 
throat, and  Taroma's 
management  realized  it 
needed  something  special 
to  get  the  brands  moving. 
Rather  than  go  to  the 
enormous  expense  of  try- 
ing to  create  an  interna- 
tionally famous  brand 
name,  Taroma's  execu- 
tives signed  a  licensing 
agreement  for  the  Cardin 
name.  Like  all  Cardin's  li- 
censees, Taroma  had  to 
guarantee  minimum  an- 
nual royalties. 

"We  needed  a  door 
opener,"  says  Francois  Ja- 
net, Taroma's  managing 
director.  It  seems  to  have 
worked:  Smokers  in  the 
Pierre  Cardin  consump- 
tion community  respond- 
ed. "Now  that  we  have 
the  distributors'  atten- 
tion," says  Janet,  "we 
then    ask    whether    they 


Pclir  Turnkv  Mia.  i.  Mar 


want  one  of  our  middle-range  products."  This  year  Janet 
expects  to  sell  200  million  of  the  premium-priced  Pierre 
Cardin  cigarettes.  Cardin's  reward?  Around  $225,000  an- 
nually— and  Cardin  bears  no  capital  risk. 

Like  another  masterful  merchandiser,  Ralph  Lauren 
(Forbes,  Apr  21,  1986),  Cardin  has  risen  from  humble 
origins  and  thus  has  an  intuitive  feel  for  the  aspirations  of 
the  upward-aspiring  masses.  He  was  born  in  1922,  the  son 
of  a  poor  wine  merchant  in  San  Biaggo  di  Callalta,  Italy, 
near  Venice  and  far  from  the  French  border.  His  staff 
denies  published  reports  that  his  name  at  birth  was  Pietro 
Cardino.  "Because  of  his  background,  Cardin  was  really  a 
man  of  the  people"  says  Nicholas  J.  De  Marco,  Cardin's 
U.S.  coordinator.  "He  broke  open  fashion  to  the  world  of 
the  people." 
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The  world  indeed.  "Designer"  appeal  is  almost  universal 
today.  Cardin  first  visited  Japan  in  1957.  At  that  time  it 
took  48  hours  to  fly  from  Paris  to  Tokyo  (versus  14  hours 
today),  and  the  Japanese  were  still  digging  out  from  the 
war's  destruction.  Today  sales  of  Cardin-licensed  products 
are  as  high  in  Japan  as  they  are  in  the  U.S.  or  Europe. 

Cardin  discovered  the  world  in  good  part  because  he  was 
losing  out  in  Paris.  Cardin's  heyday  as  a  designer  rather 
than  as  a  licenser  and  businessman  was  in  the  1960s.  The 
world  gasped  at  his  space 
age  3-D  shift,  astronaut 
men's  look  and  "white 
breasts"  dress.  He 
launched  the  first  design- 
er men's  line  in  1960.  He 
was  also  the  first  postwar 
designer  to  move  aggres- 
sively into  products  unre- 
lated to  fashion.  In  1970 
he  designed  his  own  line 
of  furniture. 

By  the  1970s,  however, 
Paris  had  found  new  dar- 
lings— designers  like 
Kenzo  and  Claude  Mon- 
tana. So  Cardin  packed  his 
bags  and  headed  abroad,  to 
less  advanced  countries, 
where  the  middle  classes 
were  growing  fast  but 
where  designers  had 
scarcely  penetrated.  To 
Paraguay  he  went,  to  Ko- 
rea, Cyprus  and  Venezue- 
la. Today  40%  of  Cardin's 
business  is  done  outside 
Europe,  the  U.S.  and  Ja- 
pan. Says  Cardin,  "I  never 
go  where  oil  has  already 
been  discovered." 

Cardin's  kind  of  oil  is 
only  just  being  discovered 
in  the  communist  coun- 
tries. Cardin  first  ap- 
proached the  Soviets  un- 
der Andropov.  Since  then 
he  has  spent  about  $10 
million  wooing  party 
bosses,  even  bringing  the 
glasnost  rock  opera  Junon  &  Aros  to  his  Paris  theater.  In 
1986,  after  some  well-publicized  kissing  of  Raisa  Gorba- 
chev's well-manicured  hand,  Cardin  closed  a  deal  that 
already  is  bringing  him  $180,000  in  royalties  quarterly 
from  the  Soviets.  "The  Soviet  Union,"  says  Cardin,  "could 
become  one  of  our  biggest  markets." 

In  1978  Cardin  shocked  China's  top  party  chiefs  with  a 
closed-door  fashion  show.  Today  he  gives  shows  to  thou- 
sands of  Chinese,  in  stadiums.  Cardin  spent  his  own 
money  opening  a  Maxim's  of  Paris  in  Beijing  in  1983.  All 
in  all,  he  has  dropped  some  $20  million  developing  China. 
"My  name  is  now  the  most  important  French  name  in 
China,"  Cardin  says.  Building  on  the  recognition,  Cardin 
in  early  1988  signed  an  agreement  with  the  Italian  apparel 
firm  Grupo  GFT,  a  state-run  Chinese  company  and  a  Hong 
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Can  Cardin  repeat  the  Cardin  trick? 


Kong  firm  to  manufacture  a  complete  line  of  Cardin 
clothes  in  China. 

If  the  U.S.  market  is  not  Cardin's  largest,  it  is  nothing  to 
be  sniffed  at.  Cardin  products  here  gross  about  $240  mil- 
lion at  wholesale.  Some  32  licensees,  including  Hartmarx 
Corp.  and  Swank  Inc.,  manufacture  54  product  categories 
sold  from  Brooklyn's  Abraham  &.  Straus  to  Los  Angeles' 
Broadway.  U.S.  manufacturers  pass  on  about  $12  million  a 
year  in  royalties  to  Paris  and  are  also  obliged  to  spend  close 

to  $10  million  a  year  on 
local  advertising  and  pub- 
lic relations.  That  helps 
keep  the  Cardin  name  be- 
fore the  public  and  retain 
its  value. 

Cardin  runs  his  empire 
by  instinct  and  guess- 
work. During  an  18 -hour 
workday  Cardin  will  jump 
from  signing  checks  to 
producing  a  play  to  autho- 
rizing a  perfume  ad  to 
threatening  a  licensee  to 
sewing  on  a  button. 
There's  no  lawyer,  no 
chief  financial  officer,  not 
even  a  general  manager. 
No  employee  has  ever 
seen  a  business  plan  or  a 
budget.  Cardin's  licensing 
directors  can  negotiate 
any  deal  they  want.  The 
only  real  financial  control 
chez  Cardin  is  the  one 
that  counts  most:  Cardin 
himself  must  sign  every 
agreement  and  check  that 
leaves  the  house. 

According  to  licensing 
director  Herve  Duques- 
noy:  "Cardin  invests  on 
impulse  after  minimum 
research.  Instead  of  losing 
time  on  two-year  studies 
that  cost  a  lot,  he  prefers 
to  do  it  directly  and  see  if 
it  works.  When  Picasso 
did  a  painting,  he  didn't 
have  a  five-year  business 
plan.  Cardin  is  the  same." 

Clearly,  this  is  not  a  capital-intensive  business.  What, 
then,  does  Cardin  do  with  his  cash  flow?  Some  of  his 
income  he  stashes  away  in  real  estate.  He  owns  several 
buildings  in  Paris  and  a  chunk  of  the  Riviera  town  Port  La 
Galere.  But  he  indulges  himself,  too.  In  Paris  he  finances 
avant-garde  productions  at  the  Espace  Cardin  theater  that 
he  owns.  Millions  of  his  own  dollars  have  been  swallowed 
in  building  Maxim's  restaurants  in  cities  like  Rio  de  Janei- 
ro and  Beijing,  or  in  decorating  his  fake  art  nouveau  (nou- 
veau  gauche,  to  some)  Maxim's  de  Paris  hotel,  La  Resi- 
dence, ideally  located  on  the  Avenue  Gabriel,  near  the 
Champs  Elysees. 

Critics,  most  of  them  competing  designers,  say  that 
with  840  licenses  worldwide  Cardin  is  little  more  than  a 
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legal  office,  with  little  concern  for,  or  control  over,  quality. 
"The  Pierre  Cardin  name  has  an  enviable  recognition 
factor,  but  it's  threadbare  around  the  edges,"  agrees  Kurt 
Barnard.  "He  has  so  many  licenses  that  the  name  has 
become  diffused.  There's  no  distinctive  individuality,  no 
fingerprint." 

Cardin  heatedly  rejects  this  view.  "I  have  never  lost  my 
couture  clients,"  he  insists.  But  his  actions  suggest  he  is 
concerned.  According  to  licensing  director  Edouard  St. 
Bris,  Cardin  cut  the  number  of  PC  licensees  by  about  10% 
in  the  early  1980s.  A  few  years  ago  he  bought  a  factory 
outside  Paris  so  he  could  control  the  manufacturing  of  his 
new  Prestige  and  Maxim's  labels  for  dresses  and  suits  that 
retail  at  between  $1,000  and  $2,000. 

Having  created  one  of  the  modern  world's  most  fran- 
chisable  names,  can  Cardin  repeat  the  trick?  So  he  hopes. 

In  1981  Cardin  paid  Louis  Vaudable  $20  million  for  the 
three-star  restaurant  Maxim's  de  Paris,  which  has  been  in 
business  since  1893.  Where  once  King  Edward  VIII  and 
Mrs.  Simpson  dallied,  Japanese  tourists  can  now  have  their 
photographs  taken  and  dine  on  $35  asparagus  to  the 
sounds  of  a  strolling  violinist.  A  full  dinner  with  a  decent 


bottle  of  wine  costs  about  $200  a  person.  Yet  with  a  staff  of 
150,  Maxim's  de  Paris  earns  only  about  6%  on  its  sales  of 
about  $8  million  a  year.  This  profitability  hardly  seems 
worth  the  purchase  price — until  you  remember  that  in- 
cluded in  the  price  were  the  perpetual,  worldwide  rights  to 
the  Maxim's  name.  And  who  better  to  know  what's  in  a 
name  than  Pierre  Cardin? 

"Maxim's  is  like  haute  couture  was  30  years  ago,"  says 
licensing  director  Duquesnoy.  "High  fashion  was  so  ex- 
pensive that  if  you  didn't  have  ready-to-wear  and  accesso- 
ries you  were  killed.  Same  with  Maxim's  today.  You  need 
diversification  to  earn  some  returns."  And  if  Cardin  wants 
to  keep  growing,  he  probably  has  no  other  choice.  Boorstin 
thinks  Cardin  has  so  democratized  the  Pierre  Cardin  label 
that  it  is  in  danger  of  losing  its  prestige  value.  If  everyone 
has  a  Cardin  pan,  why  buy  one  more? 

There  are  now  seven  Maxim's  de  Paris  restaurants, 
including  franchised  ones  in  London,  Mexico  City  and 
Tokyo.  The  failed  Maxim's  in  Brussels  has  been  written 
off,  Rio's  is  reopening  and  there  are  plans  for  restaurants  in 
Moscow  and  Bombay.  Bombay,  with  its  hungry  millions 
and  choking  poverty?  Why  not?  Cardin  rightly  sees  India 


"The  imperial  power  of  prestige" 


Rhodes  scholar,  historian,  jurist  and  Librarian  of 
Congress  Emeritus,  Daniel  J.  Boorstin  writes  in- 
sightful history.  His  insights  are  helpful  in  understand- 
ing things  like  the  craze  for  designer  labels.  In  1963  he 
wrote  The  Decline  of  Radicalism,  a  slim  volume  in  which 
he  introduced  the  notion,  now  widely  accepted,  that 


Americans   increasingly   assert   their   sense   of  identity 
through  the  brands  they  consume. 

He  expounded  the  notion  in  his  Pulitzer  Prize-winning 
trilogy,  Tloe  Americans.  Now  73  and  writing  The  Creators,  a 
companion  volume  to  his  recent  bestseller  Tlie  Discoverers, 
Boorstin  believes  that  the  growing  importance  of  designer 


Susan  Siemkamp 


fits  .  \al  Librarian  Emeritus  Daniel  Boorstin 

npreors  ourselves  as  well  as  others.  It's  a  kind  of  self-stroking,  the  next  step  in  self-confidence. 
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as  a  fast-developing  nation  with  an  already  huge  and  still 
growing  middle  class.  Cardin's  basic  idea  is  to  have  a 
superluxury  Maxim's  presence  in  every  large  population 
center  in  a  country  so  the  name  establishes  itself  locally. 
Then  Cardin  moves  downscale  to  introduce  Maxim's 
clothes  and  food  products  to  the  local  market. 

Maxim's,  however,  is  being  kept  upmarket  from  PC 
products.  Cardin  is  carefully  marketing  Maxim's  licenses 
for  hotels.  The  Maxim's  label  is  on  clothes,  accessories, 
gourmet  food  and  tableware  lines  but,  unlike  PC  belts  and 
shirts,  these  are  not  items  you  will  find  at  Abraham  &. 
Straus. 

However,  never  one  to  miss  a  trick,  Cardin  is  also 
experimenting  with  a  downmarket  knockoff  of  Maxim's, 
called  Minim's.  If  you  don't  try,  you  will  never  know. 

Apres  Cardin?  No  one  knows.  A  lifelong  bachelor,  Car- 
din has  no  progeny  to  whom  to  pass  the  business.  Cardin 
told  Forbes  he  realizes  that  it  is  time  for  him  to  reflect  on 
his  own  mortality,  and  he  vaguely  suggested  he  might 
even  sell  the  name  one  day. 

What  would  the  name  be  worth?  A  quarter  of  a  billion 
dollars?  Probably  more.  It's  a  wonderful  world.  ■ 


Julio  Donoso  Sv^ma 


Cardin  with  mannequin 

"I  have  never  lost  my  couture  clients. 


names  like  Pierre  Cardin  is  the  latest  logical  development 
of  what  he  calls  consumption  communities.  These  are  not 
formal  communities  in  any  sense  but  are  tied  together  by  a 
preference  for  certain  products  or  product  images.  Boorstin 
recently  spoke  with  Forbes  about  the  designer-name 
phenomenon. 

Boorstin:  One  of  the  most  important  factors  of  American 
history,  according  to  me,  is  the  role  of  communities.  The 
very  notion  of  the  federal  republic  is  a  federation  of  com- 
munities. Consumption  communities  grew  out  of  a  soci- 
ety that  started  mass  producing,  and  coincided  with  the 
growth  of  advertising.  The  media's  role  was  to  establish 
the  identity,  quality  and  connotations  of  the  product — to 
reinforce  the  community.  Television,  of  course,  helps  us 
visualize  and  vivify  the  consumption  community.  In  an 
urban  society,  the  opportunities  for  a  consumption  com- 
munity simply  multiply.  You  know  more  about  the  inti- 
mate habits  of  other  people:  You  know  whether  they  own 
a  Whirlpool  or  GE  washer,  Sears  or  Ward  lawnmower. 

!  Forbfs.  From  manufacturers'  brand  names,  consumption  com- 
munities seem  increasingly  based  on  famous  names:  Pierre 

j  Cardin,  Johnny  Carson,  Mickey  Mouse,  Ralph  Lauren. 

|  Designer  labels  have  the  aura  of  celebrity  that  distin- 
guishes them  from  other  labels,  and  the  celebrity  value  is 

I  likely  to  overshadow  the  functional  value  of  the  product. 
But  celebrity  value  is  also  a  function.  It  gives  psychological 
and  emotional  income  to  the  purchaser. 

|  /  can  understand  why  someone  pays  extra  for  a  Pierre  Cardin 

necktie,  but  a  Cardin  frying  pan? 

I  think  it  is  a  mistake  to  assume  that  the  main  value  from  a 
1  product  is  its  actual  physical  functioning  value.  We  buy 

things  for  all  sorts  of  reasons.  When  I  buy  a  Cardin  pan  I'm 


counting  on  the  fact  that  you're  going  to  be  impressed  I 
bought  it.  Maybe  it's  worth  something  to  tell  others 
that  I've  got  the  money,  the  taste  and  prestige  hunger 
to  buy  a  PC  frying  pan. 

[Call  it]  the  imperial  power  of  prestige.  It  shows  how 
little  the  consumer  cares  who  the  actual  maker  is. 

What  does  that  tell  us  about  ourselves? 
That  we  may  have  to  think  of  function  in  a  less 
physical  sense.  Economists  have  long  said  that  psycho- 
logical satisfaction  has  to  be  counted  into  a  product's 
market  value.  The  appeal  of  a  designer  product  is  much 
vaguer,  but  no  less  valid.  That's  not  bad,  getting  more 
satisfaction. 

Okay,  but  designer  underwear?  WIjo  does  that  impress? 
We  like  to  impress  ourselves  as  well  as  others.  It'  a  kind 
of  self-stroking,  the  next  step  in  self-confidence.  It's 
like  the  two  words  complacency,  or  self-satisfaction, 
and  complaisance,  or  the  desire  to  satisfy  others.  That 
may  be  the  nuance  that  explains  the  purchaser  who 
moves  from  the  Cardin  belt  to  the  Cardin  underwear. 

I  remember  when  I  went  to  Harvard,  I  was  shocked 
when  I  saw  the  president,  A.  Lawrence  Lowell,  driving 
a  Ford.  In  my  hometown — Tulsa,  Okla. — a  man  who 
was  that  rich  and  important  would  never  have  driven  a 
Ford.  Maybe  Lowell  didn't  need  the  prestige.  It  was 
intriguing. 

In  any  case,  it  is  very  dangerous  to  make  too  sharp  a 
distinction  between  the  physical  and  emotional  quali- 
ties of  an  object.  Democracy  flourishes  on  the  fuzzying 
of  distinctions.  Nobility  of  birth,  class  and  nationality 
all  become  vague.  Sharp  distinctions  foster  inequal- 
ities. So  why  should  we  obsess  on  the  physical  func- 
tions of  the  Pierre  Cardin  frying  pan?— R.M. 
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CNW  Corp.  is  loathed  by  its  unions  and 
burdened  by  debt.  Most  of  its  railroad  loses 
money  by  the  carload.  So  why  does  man- 
agement want  the  company? 

The  great 
train  robbery 


By  Charles  Siler 


T|o  hear  CNW  Corp.  executives 
tell  it,  their  big  railroad,  the 
Chicago  &  North  Western 
Transportation  Co.,  is  a  mess.  Too 
many  expensive  short  hauls.  Not 
much  business  along  most  of  its  6,400 
miles  of  track.  Not  enough  cash  to 
spend  for  improvements  or  to  pay 
down  debt. 

All  true,  as  far  as  it  goes.  But  also 
pretty  self-serving.  After  all,  $957.1 
million  (revenues)  CNW 
has  been  pleading  poverty 
in  an  attempt  to  persuade 
union  officials  to  accept 
smaller  train  crews.  At  the 
same  time,  the  Chicago 
company  has  approved  the 
sale  of  a  controlling  stake 
to  a  group  that  includes  its 
own  top  managers  and  Gib- 
bons, Green,  van  Ameron- 
gen,  the  New  York-based 
leveraged-buyout  house. 
The  price — about  $31  a 
share,  or  $578  million — is 
about  half  what  some  analysts  said 
CNW  was  worth  only  last  year. 

Undeniably,  the  company  doeso  t 
look  so  ^icat  at  first  glance.  Profit 
dropped  36%  in  1987,  to  a  paltry  $27.5 
million.  CNW  is  unable  to  pay  for 
capital  improvements  from  cash  flow 
and  has  been  forced  to  borrow  to  meet 
old  debt  obligations. 

A  portion  of  its  woes  stems  from 

quated    union    work    rules    that 

CNW.   like  most  other   tailroads,   is 

i  honor  CNW,  foi  instance, 

runs    rams  with  four  work- 

•  hen  only  two  are  usually 

'i    lis     lies  the  seed  tor 

yeai    working  through 
rally    landated  process- 
ing to  lay  off 
cers.  or  53%  of  its 
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train  crew  work  force.  That  would 
save  about  $53  million  a  year.  Earlier 
cuts,  achieved  through  attrition, 
buyouts  and  layoffs,  helped  to  raise 
gross  freight  revenue  per  employee  to 
$106,900  in  1987,  compared  with 
$62,800  in  1982. 

The  company  prepared  to  make  the 
new  cuts  in  April  despite  a  union 
strike  threat.  CNW  has  trained  800 
managers  to  run  the  trains.  They  say 
they  can  keep  80%  of  revenues  rolling 
in.  A  strike,  in  short,  would  actually 


loading 

Hidden 


coal  in  u  yoming 

assets  and  strong  profit  potential. 


save  the  company  money. 

Like  other  railroads,  CNW  has  had 
its  problems  selling  its  less  profitable 
lines,  a  key  to  raising  money  to  help 
pay  for  the  proposed  buyout.  The  rea- 
son stems  from  recent  court  rulings 
that  mandate  retaining  union  con- 
tracts and  order  union  participation  in 
any  sales  talks. 

More  recently,  however,  a  U.S.  Dis- 
trict Court  in  Illinois  denied  a  union 
motion  to  halt  a  CNW  line  sale.  So 
track  spinoffs  by  major  rail  carriers 
.ue  likely  to  resume.  CNW  has  two 
buyers  ready  to  plunk  down  a  total  of 
$127  million  for  two  pieces  of  track 
totaling  538  miles. 

Even  if  the  courts  continue  to  hold 
up  sales  of  freight  lines,  CNW  has 
other  nonfreight  operations  it  can 
sell    It  is  trying  to  sell  its  Chicago 


commuter  lines  to  Metra  (a  quasi- 
governmental  rail  system)  and  may  be 
worth  $130  million.  Also  for  sale  is 
CNW's  nonrail  unit,  Douglas  Dynam- 
ics, a  snowplowmaker  valued  conser- 
vatively at  $90  million.  Best  of  all, 
CNW  is  sitting  on  tax  credits  from 
earlier  losses  and  investments  that  al- 
low the  company  to  shelter  $510  mil- 
lion in  future  profits.  The  predebt  val- 
ue of  all  this  is  at  least  $350  million, 
or  $18  per  share. 

So  much  for  the  asset  side.  How 
about  operations?  True,  much  of  the 
system  is  unprofitable.  Started  in 
1 836,  CNW  has  struggled  for  much  of 
the  time  since  it  was  spun  off  to  em- 
ployees in  1972  as  part  of  the  deal  that 
created  independent  Northwest  In- 
dustries, composed  of  nonrail  assets 
assembled  by  Ben  W.  Heineman,  the 
railroad's  former  chairman.  Trucks 
have  taken  much  CNW  business 
since  deregulation  in  1980.  The  farm 
depression  took  much  of  the  rest. 

But  the  railroad  is  far  from  helpless. 
Back  in  1 984  it  started  serving  the  huge 
Powder  River  Basin  coal  mines  along  a 
210-mile  strip  of  track  from  eastern 
Wyoming  to  western  Nebraska.  CNW 
hauls  about  a  fifth  of  the  area's  coal  on 
this  highly  profitable  run.  Last  year 
this  line  produced  operating  profit  of 
$59.2  million.  Also  profit- 
able, even  under  old  crew 
formulas,  is  the  company's 
main  route  between  Chica- 
go and  Omaha.  Together, 
these  lines  are  worth  at  least 
$750  million. 

James  R.  Wolfe,  CNW 
chairman  and  chief  execu- 
tive officer,  wouldn't  talk 
to  Forbes.  But  it's  little 
wonder  that  in  April  ru- 
mors about  a  higher  bidder 
for  CNW  were  common. 

If    the    Gibbons,    Green 

deal  proceeds,  the  investment  bank 
will  end  up  with  57.5%  of  CNW  and 
management  will  hold  7.2%,  leaving 
35.3%  of  the  company  to  be  traded 
publicly.  For  each  CNW  share,  stock- 
holders are  being  asked  to  accept  $20 
in  cash  plus  a  half-share  of  new  CNW 
stock  worth  $2  and  a  ten-year  subordi- 
nated note  valued  at  $9. 

With  CNW  stock  trading  around 
22 — down  from  its  precrash  price  of 
44 '/2  but  up  from  its  low  this  year  of 
19V4 — this  $31  package  may  appeal  to 
some.  But  even  in  the  uncertain  busi- 
ness of  railroading,  CNW's  troubles 
mask  a  still-rich  base  of  assets  and  a 
substantial  potential  for  future  prof- 
its. The  company  still  looks  to  be 
worth  at  least  last  year's  estimate  of 
$55  a  share,  probably  more.  As  now 
structured,  this  deal  is  a  real  steal.  ■ 
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ABOUT  THE  ONLY  THING  IT  CAN! 
OUTRUN  IS  ITS  SHADOW. 


PRESENTING  THE  PEUGEOT  180HP  TURBO. 

If  you're  in  the  market  for  a  high-performance  European 
sedan,  there  are  any  number  you  can  buy  that  will  meet 
/our  expectations.  However,  visit  a  Peugeot  showroom, 
snd  you'll  find  one  that  will  surpass  them:  The  180  hp 
°eugeot  505  Turbo. 

With  an  overhead  cam,  fuel-injected  engine  that 
orovides  more  torque  than  any  other  car  in  its  class,  it 
ran  catapult  you  to  60  mph  in  7.9  seconds  (the  BMW325i 
3nd  Saab  9000 Turbo  both  take  8.5  seconds),  while  deliver- 
ng  what  Automobile  Magazine  described  as  "the  best 
nighway  ride  this  side  of  a  Mercedes-Benz  560SEL." 

Of  course,  the  Peugeot  505  Turbo  comes  fully  equipped 
i-o  insure  that  all  this  power  (even  the  12-speaker  stereo 
concert  system  has  200  watts)  is  constantly  in  your  control. 
K  zero-offset  front  suspension  system,  so  advanced  it 
las  yet  to  be  adopted  by  most  of  our  competitors, 

Subjecl  to  the  rules  and  regulations  of  ®   [  Buckle  up  tor  safety.  | 

r 


combined  with  electronically  controlled,  variable-assist 
power  steering  provide  astonishingly  crisp  handling 
characteristics. 

And  perhaps  most  importantly,  a  computerized  ABS 
braking  system  automatically  "pumps"  the  brakes,  en- 
abling you  to  steer  even  during  hard  braking.  After  all,  a 
car  with  this  kind  of  starting  power  should  have  nothing 
less  than  ultimate  stopping  power. 

The  Peugeot  505  Turbo  also  offers  you  a  5-year/50,000- 
mile  limited  warranty  on  the  power-train  and  the  most 
comprehensive  roadside  assistance  plan  available:  <@>  * 

So  why  not  call  1-800-447-2882  for  the  name  of  the 
Peugeot  dealer  nearest  you  and  arrange  for  a  test  drive. 
It'll  convince  you  that  the  Peugeot  505  Turbo  overshadows 
everything  else. 


NOTHING  ELSE  FEELS  LIKE  IF 


€.1988  Peugeot  Motors  of  America,  Inc. 
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Equifax  is  the  leading  source  for  underwriting,  claims  and  marketing  informa- 
>n  for  insurance  companies.  They  depend  on  Equifax  to  provide  that  information 
xurately,  reliably  and  above  all,  quickly.  "As  'The  Information  Source,"'  we  have 
deliver  it  more  efficiently  than  anyone  else,"  explains  Don  Walsh,  President  of 
juifax  Services  Inc.  "To  do  this,  we  needed  to  create  a  uniform  computing  envi- 
>nment  internally.  The  choice  was  Digital,  due  largely  to  its  single  architecture 
id  networking." 

The  single  family  compatibility  means  Equifax  only  has  to  write  software  once, 
len  run  it  on  any  size  computer.  "We're  sending  information  all  over  the  country 


"A  nationwide  network 
from  Digital  makes 

ax '  The  Information 
Source'  to  its  customers 


Equi£ 


1,000,000  times  a  day." 


faster  than  ever,"  says  Walsh.  "And  new  branches  are  quickly  on-line.  Integration 

with  our  customers,  even  the  non-Digital  shops,  is  easier.  Their  own  volume  of 

business  is  increasing. 

'With  Digital,  we're  setting  the  standards  in  our  industry  for  the  most  efficient 
livery  of  information,"  concludes  Mr.  Walsh.  "So  everyone  wins  -  the  insurance 
mpanies  win,  their  agents  win,  and  most  importantly,  the  consumer  wins." 
get  your  winning  edge  now,  write:  Digital  Equipment  IH      NH      ■■ 

orporation,  200  Baker  Ave. ,  West  Concord,  Massachusetts      [J 

)1742 .  Or  call  vour  local  Digital  sales  office.  M II CJ II U  Ud  II 


I  Equipment*  orporation  1988  The-  Digital  logo  and  VAX  arc  trademarks  <  >l  Digital  Equipment  Corporation  The  Information  Source  is  a  trademark  i 
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leged  Client's 


iiii  Boston  Company  has  a  simple 

APPROACH    TO    PERSONAL    INVESTMENT 
BANKING: 

serve  every  client  as  if  that 
client!  wl  re  our  oni  j  client. 

to  that  end.  through  our 
subsidiary  Boston  Safe  Deposit 
and  Tri  m  company,  we  offer  The 
Boston  company  Residential 
Mortgage.* 

Our  one-year  adjustable  rate 

ki  SID]  Ml  \1    MORTGAGES  ARE 
DISTINGUISHED  BY  EXCEPTIONAL1  Y 
\!IK\(   ll\l     COMPETITIVE  RATES. 
Vol    II    I  IKELY  FIND  OUR  JUMBO 
MORTGAGES  Ol    OV1  K  $500,000  HAVE 
llll    MOS1   FAVORAB1  I    TERMS 
W'.Ml  .     I  I    ANYWHERE. 
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Anyone  want  1  million  acres  of  timber- 
land?  Just  call  James  Goldsmith.  Wonder 
why  Sir  Jimmy  is  selling? 


Short  memories 


By  Kathleen  K.  Wiegner 

Sir  James  Goldsmith,  after 
making  a  fortune  in  raiding  and 
greenmailing,  reportedly  sold 
much  of  his  holdings  last  summer  and 
sat  back  contentedly  while  the  mar- 
ket dropped  nearly  1,000  points. 


Stocks  weren't  all  Sir  Jimmy  was 
selling.  Just  after  the  crash,  he  unload- 
ed a  chunk  of  the  timberland  he  ac- 
quired when  he  raided  Diamond  In- 
ternational in  1982  and  Crown  Zeller- 
bach  in  1985. 

The  buyer  was  Roseburg  Forest 
Products,   a   subsidiary   of  privately 


Terry  Widener 


held  RCL  Industries.  Roseburg,  an  Or- 
egon-based wood  products  concern, 
paid  Goldsmith  an  estimated  $300 
million  for  235,000  acres  of  timber- 
land  near  Red  Bluff  in  northern  Cali- 
fornia. Roseburg  says  it  paid  a  fair 
price.  But  some  specialists  in  evaluat- 
ing timber  purchases  believe  Rose- 
burg may  have  paid  too  much  for  the 
Red  Bluff  acreage. 

Another  1  million  acres  are  on  the 
block,  timberland  that  formerly  be- 
longed to  Diamond  International.  The 
trees  are  in  Maine,  New  Hampshire, 
Vermont  and  New  York.  Asking 
price,  according  to  LandVest  Inc.,  the 
Boston-based  real  estate  and  timber- 
land broker  handling  the  sale:  $238 
million.  Experienced  timber  sellers 
think  that  that  price  is  rich  as  well. 

Why  is  Goldsmith,  a  shrewd  inves- 
tor, getting  out?  Can  it  be  that  he 
thinks  the  market  for  timber  has 
peaked?  Yes,  demand  is  booming. 
Lumber  consumption  in  the  U.S.  hit  a 
fourth  consecutive  new  high  in  1987. 
Housing  starts  are  estimated  to  be  a 
respectable  but  not  record-breaking 
1.4  million  to  1.5  million  this  year, 
down  from  1.62  million  last  year,  but 
the  thriving  repair  and  re- 
modeling market  is  now  al- 
most as  important  as  new 
housing.  Exports  of  wood 
products  this  year  could  hit 
$4  billion,  topping  1980's 
record.  The  paper  industry, 
another  major  wood  user,  is 
also  having  a  record-break- 
ing year. 

At  the  same  time,  U.S. 
companies  are  grabbing  a 
bigger  share  of  this  growing 
timber  market,  thanks  to  a 
weaker  dollar  and  protec- 
tionist trade  measures  im- 
posed on  the  Canadian 
competition.  All  this  de- 
mand has  caused  prices  for 
standing  timber  to  double 
over  the  last  three  years.  In 
the  Northwest  the  situa- 
tion is  exacerbated  by  wor- 
ry over  possible  shortages. 
Blame  the  federal  govern- 
ment, which  owns  more 
than  60%  of  the  West's 
softwood  sawtimber  sup- 
ply, and  tough  campaigning 
by  environmental  activists 
for  some  of  the  bidding  hys- 
teria. In  the  Pacific  North- 
west, for  example,  the  U.S. 
Forest  Service  (which  owns 
55%  of  the  timber  supply  in 
Washington  and  Oregon)  is 
considering  a  new  harvest 
plan  that  could  reduce  the 
amount  of  timber  it  has  his- 
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e  help  farmers 

grow  more  food 

than  any  other 

company. 

(And  that's  just  one 

field  where  were 

the  biggest.) 


World  Class 

I  atf»  Votiriuonmt  of  Ouimpions  at  Forest  Hills,  April  10-  May  8 


1C1  manufactures  in  40  countries  and  sells  to  over  ISO. 


J  DonoscVSygnu 


Sir  James  Goldsmith 

Thinking  that  timber  is  topping  out. 

torically  sold  by  10%.  It  was  exactly 
this  uncertainty  that  prompted  Rose- 
burg  to  buy  Goldsmith's  timberlands 
in  California. 

But  when  all  indicators  point  to 
prices  going  higher,  the  smart  folks 
often  get  out.  These  are  the  people 
who  realize  that  prices  run  in  cycles 
in  a  competitive  economy.  They  re- 
member that  in  1979  Weyerhaeuser 
booked  $925  million  from  its  own 
timber  harvest  and  that  timber,  sold 
from  public  lands,  set  new  price  rec- 
ords. And  then  what  happened?  Prices 
plunged.  By  1983,  Weyerhaeuser's 
timber  booking  dropped  by  two-thirds 
and  its  earnings  plunged  from  $512 
million  in  1979  to  $205  million. 
Small  and  medium-size  timber  com- 
panies, such  as  Willamette  Industries 
and  Bohemia,  that  depended  on  public 
timber,  had  to  be  bailed  out  of  their 
high-priced  contracts  by  the  federal 
government.  Faced  with  wholesale 
bankruptcies  in  the  Pacific  North- 
west, President  Reagan  stepped  in 
and,  at  a  cost  to  the  government  of  an 
estimated  $1  billion,  let  these  compa- 
nies partially  buy  their  way  out  of 
their  bind. 

Forest  products  is  a  notoriously  cy- 
clical business.  Booms  lasting  more 
than  five  to  six  years  are  rare.  Any 
bump  in  the  economy,  rising  mort- 
gage rates,  a  drop  in  GNP,  a  stronger 
dollar  could  bring  the  party  to  an  end. 

Remember  the  old  saw  about  buy- 
ing straw  hats  in  the  fall  not  in  the 
spring?  If  history  is  any  guide,  it  may 
be  a  better  time  for  selling  timber 
than  buying.  Right,  Sir  Jimmy?  ■ 
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Massachusetts  Institute  of  Technology  has 
birthed  more  companies  than  any  other 
university.  Now  it  is  finally  starting  to  col- 
lect some  of  the  payoff 


Patent  profit 


By  Laura  Jereski 


in 


Iast  year  John  Preston  filed  at 
_  least  100  different  patent  appli- 
I  cations.  This  year  he  expects  to 
file  150  more.  Restless  genius?  Not 
quite.  Preston,  38,  heads  the  technol- 
ogy licensing  office  at  Massachusetts 
Institute  of  Technology.  His  mission: 
to  find  commercial  outlets  for  the  in- 
ventions and  innovations  born 
MIT's  labs — and  to  make  a  lit- 
tle money  for  the  university, 
besides. 

Just  keeping  up  with  MIT's 
output  is  no  small  task.  At 
$300  million  for  fiscal  1988, 
the  celebrated  Cambridge, 
Mass.  school's  on-campus  re- 
search budget  is  50%  more 
than  neighbor  Harvard's.  Add 
the  $400  million  or  so  at  Lin- 
coln Laboratories,  the  electron- 
ics center  MIT  runs  for  the  U.S. 
government,  and  the  fuel  re- 
search at  the  nearby  White- 
head Institute,  a  biomedical  re- 
search affiliate,  and  MIT's  re- 
search budget  outstrips  that  of 
any  other  American  university. 

No   wonder    so   many    companies 
have  been  founded  by  alumni  or  pro- 
fessors,  many   based  on   technology 
discovered  in  the  school's  labs:  at  last 
count,  more  than  400  lirms  in  Massa- 
chusetts   alone,    with    revenues   last 
vear  of  $27  billion.  These  include  not 
only  such  giants  as  Digital  Equipment 
Corp.  and  Ravtheon,  but  also  some 
■  newcomers  like  Lotus  Devel- 
Corp     Prime  Computer  and 
noiics.  th     ;irtii!Cial  intelligence 
iny. 
•  ii  .:  i     Standing  idly 

ie.  ig  the  ventures  get 

i        in)  i  enefit  from 

ii    si;   c  \,        K   m    Preston, 


himself  a  cofounder  of  a  software 
company,  is  changing  that.  Through 
his  technology  licensing  office,  MIT 
is  beginning  to  work  more  closely 
with  companies  that  will  use  its  lab- 
bred  innovations.  And  he  wants  the 
school  to  help  set  up  companies  based 
on  new  technologies. 

One  of  the  first  things  to  be  done 
was  to  get  rid  of  two  of  the  three 
lawyers  running  the  licensing  office 


ware  of  choice  for  so-called  artificial 
intelligence  computers).  With  license 
fees  ranging  from  2%  to  6%  of  net 
revenues,  depending  on  the  product, 
some  $150  million  of  products  manu- 
factured last  year — including  expert 
software  and  new  drug  delivery  sys- 
tems to  treat  brain  tumors — depended 
on  processes  developed  at  MIT.  Only 
Stanford  (with  license  revenues  of 
$6.1  million),  the  University  of  Cali- 
fornia ($5.4  million)  and  apparently 
the  University  of  Wisconsin  (about  $5 
million)  do  better. 

Preston  is  predicting  royalty  reve- 
nues of  perhaps  as  much  as  $50  mil- 
lion in  another  five  years.  How? 
"We've  changed  the  professors'  men- 
tality," says  Preston  proudly. 
"They've  started  thinking,  'If  I  can 
show  commercial  results,  I'll  have  a 
better  shot  at  raising  my  research 
funds.'  They've  changed  away  from 
pure  scientific  research." 

Indeed,  the  school  itself  has 
changed.  Now,  when  a  really  good 
technology  comes  along,  Preston 
helps  the  inventor  set  up  a  new  com- 
pany— and  often  takes  a  small  chunk 
of  equity  as  part  of  the  licensing  fee. 

Each  invention  is  screened  by  a 
committee  of  six,  which  includes 
three  engineers  and  three  scientists. 


Selh  Ki-MiiikPiaurc  Group 


mii  -John  Preston 

"We've  changed  the  professors'  mentality. 


set  up  in  1932  to  file  and  manage 
MIT's  patents.  Says  Preston,  "They 
were  great  at  protecting  the  scientists 
and  lousy  at  marketing  their  inven- 
tions." No  kidding.  When  he  took 
over  in  mid- 1986,  royalty  income  had 
stagnated  at  some  $2  million  annual- 
ly. For  a  good  part  of  the  past  20  years, 
most  of  this  income  had  derived  from 
two  discoveries — synthetic  penicillin 
and  magnetic  core  memory  for  com- 
puters. Licensing  had  virtually  ground 
to  a  halt. 

By  the  end  of  1987,  Preston's  first 
full  year,  licensing  revenues  hit  $3.1 
million  from  about  100  inventions, 
both  new  (high-temperature  super- 
conductors) and  old  (LISP,  the  soft- 


When  this  group  is  unsure, 
they  turn  to  medium-size  high- 
tech  companies  to  see  what 
they  think. 

Last  year  Preston's  technol- 
ogy office  acted  as  marriage 
broker  between  venture  capi- 
talists and  the  largest  new 
startups  in  Boston:  American 
Superconductor  (initial  capital, 
$4.5  million)  and  Immulogic 
Pharmaceutical  ($3.25  mil- 
lion). The  technology  office 
owns  roughly  10%  of  each 
company. 

Underlying  such  opportuni- 
ties is  a  change  in  federal  law 

in  1980  that  gave  universities 

ownership  of  federally  funded  intel- 
lectual property.  (Such  property  had 
belonged  to  the  government.)  Since 
then,  industry  contributions  to  uni- 
versities have  taken  off.  Between 
1980,  before  the  law  changed,  and 
1986,  research  funds  from  companies 
nearly  tripled,  to  $667  million.  And 
MIT,  of  course,  gets  far  more  every 
year  than  any  other  school:  $37  mil- 
lion in  1987  alone.  Will  MIT  begin  to 
fund  its  spinoffs  directly  or  perhaps 
set  up  incubator  parks  to  coddle 
them?  Not  likely,  says  Preston.  "You 
have  to  let  the  free  market  decide 
which  are  the  better  ideas,"  he  says. 

But  at  least  you  ought  to  get  a  piece 
of  the  action.  ■ 
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Sonoco  Products  has  grown  from  a  small 

?)ecialty  supplier  to  the  textile  industry  to  a 
w13  billion  enterprise.  One  secret:  Those 
plastic  bags  that  are  taking  over  at  grocer}) 
checkout  counters  everywhere 

From  little  acorns 


By  Kerry  Hannon 


T|he  brown  paper  grocery  sack  is 
now  an  endangered  species. 
Thank  Sonoco  Products  Co.,  the 
obscure  but  wildly  successful  South 
Carolina  packaging  manufacturer 
that  has  spearheaded  the  successful 
drive  to  get  grocers  to  switch  from 
paper  to  plastic.  Thirty  billion  grocery 
bags  are  carried  out  of  U.S.  food  stores 
each  year,  and  these  days 
50%  of  them  are  plastic,  up 
from  5%  six  years  ago. 

Sonoco  (1987  revenues, 
SI. 3  billion)  gets  the  biggest 
piece  of  the  business.  No  re- 
lation to  Sunoco,  the  oil 
company,  it  is  an  89-year-old 
Hartsville,  S.C.  company 
that  turns  out  all  kinds  of 
such  essential  but  little  no- 
ticed stuff  as  fiberboard  tubes 
(the  core  of  a  roll  of  carpet- 
ing), plastic  shipping  drums 
and  the  picnic-table-size 
wooden  reels  that  hold  elec- 
tric cable. 

Do  these  things  make  mon- 
ey? With  a  vengeance.  Chief 
Executive  Charles  Coker,  54,* 
has  increased  sales  18%  a 
year,  compounded,  for  the 
last  five  years.  In  the  same 
period  his  compounded  earn- 
ings have  gained  19%  a  year. 

Sonoco's  average  1 7%  return     

on  equity  over  the  last  five  years  is 
fully  one-third  better  than  the  packag- 
ing industry  median.  Gains  will  slow 
this  year  but  will  remain  a  healthy 
12% ,  putting  total  sales  at  S 1 .4  billion. 

With  a  record  like  this,  Wall  Street 
has  discovered  the  stock  in  spite  of  the 
company's  faraway  location  and  un- 
glamorous  products.  The  stock  cur- 
rently trades  over-the-counter  at 
around    27,    or    14    times    earnings. 


Coker,  whose  grandfather  founded  the 
company  in  1 899  as  Southern  Novelty 
Co.,  is  a  major  beneficiary  of  Wall 
Street's  admiration:  "I've  got  51%  of 
the  stock  in  my  top  drawer,"  he  tells 
friends.  (Coker  himself  holds  1.49%; 
the  rest  of  the  shares  remain  in  the 
hands  of  the  Coker  family  and  friends. ) 
That's  about  S604  million  worth. 

Coker  followed  his  father's  foot- 
steps  into   the   president's   office   at 


Sonoco  Products  Chief  Executive  Cbar/cs  Coker 

People  confuse  his  outfit  with  the  big  oil  company 


Sonoco  in  1970  and  has  been  instru- 
mental in  transforming  the  company. 
Long  a  supplier  of  cones  to  hold  yarn 
used  in  textile  mills,  it  has  become  an 
international  packaging  company 
with  more  than  200  plants  in  19  coun- 
tries. Coker's  strategy  has  been  two- 
fold. First,  he  seeks  small  and  midsize 
packaging  niches  the  large  packaging 
companies  do  not  serve.  Second,  So- 
noco maintains  a  low-cost  manufac- 


turing advantage  by  using  recycled 
wastepaper.  By  collecting  its  own 
wastepaper  and  using  the  leftover 
scrap  from  its  production  line,  Sono- 
co's lower  grades,  after  processing, 
cost  around  $200  per  ton.  That's  con- 
siderably less  than  the  $650-pcr-ton 
cost  of  pulp.  Result?  Net  profit  mar- 
gins of  around  5.4%,  compared  with 
the  industry  average  of  4.3%. 

Last  year's  acquisition  of  Boise  Cas- 
cade's consumer  products  division 
(1986  revenues,  $305  million)  for 
SI 75  million  was  the  largest  acquisi- 
tion in  the  company's  history.  It 
moved  Sonoco  from  the  number  two 
spot  in  the  composite  can  industry  to 
number  one.  Meaning  it  has  50%  of 
the  market  for  custom-designed  pack- 
ages for  hundreds  of  well-known  con- 
sumer products — everything  from 
Ajax  cleanser  to  Pringle's  potato 
chips.  It  is  also  now  the  world's  larg- 
est maker  of  plastic  motor  oil  bottles. 
And  then  there  are  all  those  plastic 
grocery  bags.  This  year,  with  a  market 
share  of  20%,  Sonoco  will  sell  some  6 
billion  plastic  bags,  up  from  zero  in 
1980.  Its  chief  rival,  Mobil  Chemical, 
a  subsidiary  of  Mobil  Oil  Corp.,  will 
sell  around  4  billion.  Sonoco  was  one 
of  the  first  there  with  the  hard  sell  and 
the  best  price.  Its  first  big 
converts  were  Lucky  Stores 
on  the  West  Coast  and  a 
strong  regional  chain  in  the 
Southeast,  Harris-Teeter. 

Grocery  sacks  made  from 
high-density  polyethylene 
are  stronger,  lighter  and  fast- 
er to  pack  than  paper.  More 
important,  they  are  cheap- 
er— around  2  cents  a  bag,  ver- 
sus 3  to  4  cents  for  a  paper 
sack — and  take  one-sixth  the 
storage  space.  Now  that  it 
has  won  over  grocers,  Sonoco 
is  starting  to  push  polysacks 
in  a  wide  range  of  sizes  to 
mass  merchants  like  Wal- 
Mart  and  Rose's  Stores. 

In  the  last  year  Sonoco  has 
doubled  its  production  ca- 
pacity in  plastic  grocery 
sacks.  Its  five  plants  churn 
out  115  million  bags  each 
week.  This  year  the  division 
will  account  for  an  estimated 
SI 00  million  in  sales,  and  its  pretax 
margins  will  run  around  12%,  com- 
pared with  overall  company  pretax 
margins  of  around  9% . 

Coker  jokingly  complains  that  peo- 
ple confuse  his  outfit  with  the  big  oil 
company.  As  a  result,  he  says,  he  gets 
letters  complaining  about  the  un- 
cleanliness  of  restrooms.  But  nobody 
complains  about  the  growth  and  prof- 
itability of  the  business.  ■ 
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Call  The  Top  Honcho  At  Business  Month, 
Steve  Blacker.  (212)  326-2645 

Or  call  The  Top  Gun  at  Inc., 
Wilson  Harrell.  (212)  326-2600 


On  the  Docket 


Do  plaintiffs'  lauyers  want  to  rummage 
through  your  company  files,  then  share 
what  the)*  find  with  anyone  who  might 
want  to  sue  you?  Here's  how  to  stop  them. 

The  ultimate 
paper  chase 


By  Deirdre  Fanning 


In  1986  Japan's  Kawasaki  Heavy 
Industries,  Ltd.,  which  among 
other  things  makes  those  noisy 
"jet  skis"  that  have  become  such  a 
summertime  beach  craze,  was  named 
in  a  product  liability  suit  for  detective 


merchandise.  As  the  litigation  moved 
forward  in  an  Arizona  state  court,  the 
plaintiff's  lawyer  bombarded  Kawasa- 
ki with  discovery  requests  covering 
everything  from  the  design  drawings 
for  the  contraptions  to  test  reports  of 
the  gadgets  in  actual  use. 
U.S.  manufacturers  have  long  since 


gotten  used  to  such  fishing  expedi- 
tions through  their  files,  but  in  Japan 
it's  just  not  done.  So  in  a  move  calcu- 
lated to  stop  the  snooping,  Kawasaki 
came  up  with  what  is  surely  the  liti- 
gation ploy  of  the  year:  In  early  1988, 
Kawasaki's  U.S.  law  firm,  Morton, 
Lewis,  King  &  Krieg  of  Knoxville, 
Tenn.,  copyrighted  several  of  the  doc- 
uments that  the  plaintiff's  lawyers 
had  requested. 

So  what,  you  say?  After  all,  copy- 
righting a  document  doesn't  seal  it 
from  perusal.  No,  but  it  does  some- 
thing worse  for  the  plaintiffs:  It  pre- 
vents the  document  from  being  repro- 
duced. That's  the  beauty  part.  With- 
out the  ability  to  photocopy 
documents  and  thereby  share  re- 
sources with  others  similarly  situat- 
ed, the  plaintiffs'  side  is  much  harder 
put  to  organize  an  effective  class  ac- 
tion or  other  mass  litigation.  The  case 
loses  momentum  as  what  starts  out 
with  hopes  of  becoming  a  megabuck 
courtroom  extravaganza  winds  up  an 
endless  string  of  isolated  claims  in 
which  plaintiffs  have  to  go  chasing 
after  the  same  documents  over  and 
over  again. 

Is  the  "copyright"  ploy  smart?  So  it 
seems.  Under  the  law,  any  original 
work  or  documentation  may  be  copy- 
righted. Who's  to  say  that  test 
reports  and  plan  specifications 
don't  fit  the  bill? 

In  a  little-noticed  case  decid- 
ed in  1986,  the  same  Knoxville 
firm  that  is  now  representing 
Kawasaki  successfully  used  the 
same  tactic  to  prevent  the  pho- 
tocopying of  documents  that 
had  been  submitted  in  evidence 
in  a  product  liability  suit 
against  Honda,  maker  of  an  all- 
terrain  recreational  vehicle.  The 
papers  were  to  have  been  the 
basis  of  litigation  around  the 
country.  "We  were  unable  to 
communicate  those  documents 
to  other  plaintiffs'  attorneys," 
gripes  the  plaintiff's  attorney 
Sidney  Gilreath. 

In  the  Kawasaki  action  now 
pending  in  Arizona,  the  plain- 
tiff's lawyer  is  weighing  wheth- 
er to  challenge  the  copyright  in 
federal  court.  "If  you  sue  Ford 
Motor  Co.,  all  the  attorneys  rep- 
resenting carmakers  get  to  share 
the  documents  and  informa- 
tion," says  Buddy  Rake,  the  Ari- 
zona lawyer  who  is  up  against 
Kawasaki.  "Why  shouldn't  the 
plaintiffs  be  allowed  that 
right?" 

To  which  one  could  answer, 
"Since  when  do  two  wrongs 
make  a  right?"  ■ 
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uar  has  always  believed  that 
quality  of  the  performance 

i engine  delivers  is  as  impor- 
t  as  the  quantity  of  power  it 
iduces.  That's  why  Jaguar 
ig  ago  set  its  sights  on  perfect- 
■theV-12. 

|  Jaguar's  overhead  cam,  fuel 
'cted  V-12  is  the  product  of 
it  two  decades  of  refinement, 
loves  the  XJ-S  in  a  manner 
itting  a  true  grand  touring 
omobile.  With  262  horse- 
|wer,  combined  with  the 
jeccable  road  manners  of 
juar's  independent  suspen- 
n,  the  XJ-S  offers  a  vivid  driv- 
I  experience.  Yet,  with  the 
■nee  and  smoothness  only 
elve  cylinders  can  deliver, 
ely  a  whisper  intrudes  upon 
■  elegance  of  the  supple 
ther,  rich  burl  walnut  and 
ny  thoughtful  amenities 
nch  grace  the  S-type's  luxuri- 
'■>  cabin. 

Today,  Jaguar  leads  the 
■  irld  in  the  production  of  V-12 
jines.  The  Jaguar  V-12  is  also 


THE  V-12  JAGUARS 

12  CYLINDERS  MOVE  THE  ELEGANT 
XJ-S  WITH  SILENCE  AND  SWIFTNESS. 
THEY  POWERED  THE  XJR-9  TO  VICTORY 
IN  THE  24  HOURS  OF  DAYTONA. 


one  of  the  world's  most  thor- 
oughly proven  high  perform- 
ance engines.  Modified  for 
racing,  it  powered  competition 
Jaguars  to  an  impressive  win  at 
Daytona.  V12  -  powered  XJR-9 
Jaguars— sponsored  by  Castrol 
Inc.,  manufacturers  of  Castrol 
GTX  motor  oils  and  other  quality 
lubricants— sped  to  first  and 
third  places  in  America's  most 
gruelling  24-hour  endurance 
contest. 

To  sample  Jaguar's  legend- 
ary V-12  performance  for  your- 
self, test  drive  the  XJ-S.  Your 
dealer  can  provide  details  on 
Jaguar's  three  year/36,000  mile 
limited  warranty,  applicable  in 
the  USA  and  Canada,  and  com- 
prehensive Service-On-SiteSM 
Roadside  Assistance  Plan. 

For  the  name  of  the  dealer 
nearest  you,  call  toll-free: 
I-800-4-JAGUAR. 

JAGUAR  CARS  INC  .  LEONIA.  IMJ  07605 
ENJOY  TOMORROW  BUCKLE  UP  TODAY 

JAGUAR  XJ-S 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


How  does  an  advertiser  break  through  the 
clutter  of  television  commercials?  Try  mix- 
ing something  old  with  something  new. 

Color  that  yells, 
"Buy  Me" 


By  Neal  Santelmann 


Seven-Up  is  doing  it  with  sharp 
pinks  that  emphasize  the  color 
of  its  cherry-flavored  soft  drink 
and  contrast  with  the  monochromes 
of  the  competition.  Kool-Aid  seeks  a 
similar  effect  with  hot  red,  a  brilliant 
hue  that  almost  by  itself  yells  out 
"buy  me!" 

First,  of  course,  there  were 
black-and-white  commercials  and 
then  they  were  all  in  color  as  TV 
technology  evolved.  But  then  Mad- 
ison Avenue  found  value  in  being 
old-fashioned. 

"If  you  wanted  to  do  something 
hip  and  against  the  gram,  you  did 
something  in  black  and  white,'' 
says  Robert  Skollar,  a  vice  presi- 
dent at  Grey  Advertising  in  New 
York.  In  1983,  for  instance,  Fnto- 
Lay  used  black-and-white  Tostitos 
commercials.  Cuess,  the  clothing 
company,  began  advertising  in 
black  and  white  in  1985. 

The  next  new  thing  was  proba- 
bly predictable.  Turn  on  your  tele- 
vision set  tonight  and  chances  are 
good  that  you  will  see  one  of  the  in- 
creasing number  of  commercials  that 
are  mixing  black  and  white  together 
with  coloi 

The  Seven-Up  Co.,  fol  instance,  be- 
gan using  the  technique  last  year  to 
hammer  home  the  notion  that   not 
only  'he  tlavor  but  also  the  color  ot 
Up  set  it  apart  from  other 
In  a  current  adolescent 
mercial,  a  guy  becomes 
ith  a  ni\ sterious  young 
•i  ters  and  scenery 
d    .     t<     v  bile  such 


the  soda  are  shown  in  pink.  The  Cher- 
ry 7Up  can  is  in  full  color. 

"Pink  on  black  and  white  really  dra- 
matizes the  essence  of  the  product," 
says  Janet  Brown,  account  supervisor 
at  Leo  Burnett  in  Chicago.  "There's 
no  other  major  soft  drink  out  there 
that's  pink,"  says  Brown.  Effective- 
Cherry  7UP,  which  captured  1.3%  of 
the  market  in  its  first  nine  months, 


C  irt  and  car,  and 


,\  scene  jrom  ti  new  Kool-Aid  commercial 
Selling  it  with  hot  red. 

has  been  the  most  successful  new  soft 
drink  since  Diet  Coke. 

Grey  Advertising  is  also  mixing  col- 
or with  black  and  white  in  its  new 
Kool-Aid  commercials.  But  since  the 
product  comes  in  such  bright,  rich 
colors,  Grey  is  blasting  the  red  and 
orange  and  grape  in  brief  bursts.  But  at 
one  point  the  commercial  abruptly 
cuts  to  a  black-and-white  opera  singer 
whose  head  is  quickly  turned  to  color 
In  a  stream  ot  red  Kool-Aid  directed  at 
hei  mouth  as  she's  transformed  into  a 
rock  'n'  roller.  "We  wanted  to  say, 
Here's  an  old-fashioned  adult,  as  op- 
posed to  our  hip,  contemporary  kid,'  ' 


says  Skollar. 

Hershey,  the  famed  chocolate  mak- 
er, has  been  airing  a  commercial  since 
September  that  uses  color  and  black 
and  white  together  to  highlight  the 
old  and  the  new  in  Hershey's  candy 
bars.  In  the  spot,  created  by  Ogilvy  & 
Mather  in  New  York,  Laurel  and  Har- 
dy, Muhammad  Ali  and  Chubby 
Checker,  among  other  big  names,  hop 
or  box  or  do  the  twist  in  black  and 
white  against  vivid  color  backgrounds 
while  holding  Hershey's  candy  bars, 
which  are  in  color. 

Ogilvy's  Laurie  Solomon,  vice  pres- 
ident and  associate  creative  director, 
says  her  group  got  the  idea  of  putting 
the  candy  bars  in  the  hands  of  people 
in  old  film  footage  from  watching 
Woody  Allen's  Zelig.  "We  had  been 
talking  about  the  technique  of  mixing 
the  modem  and  the  old  and  then  it 
just  evolved,"  she  says. 

"Hershey  has  been  around  for  a  long 
time,"  says  Solomon.  "We  wanted  to 
remind  people  of  how  much  they 
liked  Hershey's.  We  also  wanted  to  let 
them  know  that  while  it's  old,  Her- 
shey's is  still  something  new." 

Highlighting  time  and  age  differ- 
ences may  be  the  most  obvious  appli- 
cation for  color  and  black  and  white, 
but  there  are  others. 

In  the  current  Nuprin  commercial, 
also  created  by  Grey  Advertising,  the 
color  of  the  tablets  is  used  to  set , 
the  pain  reliever  apart  from  its 
competitors.  Here,  a  helicopter  pi- 
lot on  the  launch  pad  complains  of 
the  pain  a  bum  tooth  was  giving 
him  until  his  dentist  recommend- 
ed Nuprin.  The  only  color  is  the 
yellow  glow  of  the  pills  in  his 
hand.  "I  laid  all  the  pain  relievers 
out  on  my  desk,"  says  Harry 
Azorin,  a  vice  president  at  Grey. 
"The  aspirins  are  always  white, 
Tylenol  is  white,  and  there  we  sit 
in  yellow.  It  seemed  a  good  way  to 
enhance  the  notion  that  Nuprin  is 
different." 
Would  the  technique  of  color 
-  and  black  and  white  work  on  any 
product?  Azorin  says  no.  "Each  prod- 
uct has  its  own  set  of  problems  to 
solve.  We  did  it  less  to  be  arbitrarily 
contemporary  than  to  show  the  view- 
er that  it  is  a  different  pain  reliever." 
Still,  more  advertisers  are  using  the 
technique.  NBO  Stores  Inc.,  a  Fair 
Lawn,  N. J. -based  men's  clothing  re- 
tailer, with  30  stores  in  five  states,  is 
using  the  black-and-white/color  ap- 
proach specifically  to  try  to  break 
through  the  commercial  clutter.  In  its 
new  commercials,  male  models 
dressed  m  NBO  outfits  appear  in  col- 
or, while  women,  in  black  and  white, 
look  on  with  interest.  ■ 
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(bur  money  can  do  more  good 
iround  your  house  than  theirs. 
Lnd  we  have  someone  to  help  you 
teep  more  of  it. 


ome  people  believe  how  much  you 
ay  in  taxes  is  a  function  of  how 
luch  you  make.  In  reality,  it 
epends  just  as  much  on  how  well 
ou  plan,  and  who  helps  you  dp 
our  planning. 

That's  where  your  Merrill  Lynch 
inancial  Consultant  comes  in. 

Working  with  you  and  your  tax 
dvisor,  your  Financial  Consultant 
an  help  you  design  an  investment 
trategy  specifically  suited  to  your 
ircumstances.  And  then  we  can 
how  you  ways  to  take  advantage  of 
westment  alternatives  such  as 
ertain  municipal  bonds  generating 
ix-free  yields. 

We  can  also  tell  you  about  the 
lany  opportunities  tax  reform  has 
reated.  Opportunities  in  unit 


investment  trusts  and  mutual  funds. 
Opportunities  you  may  have  over- 
looked in  managing  your  credit. 

Working  together  we  can  help 
you  develop  a  plan  to  minimize 
your  taxes.  A  strategy  that  can  be 
put  to  work  for  your  future.  A  plan  to 
help  you  keep  more  of  what  you 
make.  So  you  can  put  your  money  to 
work  today  where  it  counts-at  home. 

For  more  information  and  a  free 
copy  of  "The  Smart  Investor's  Guide 
to  Money  Management, "  call 
1-800-637-7455,  ext.  6278  or  your 
local  Merrill  Lynch  office. 


Merrill  Lynch 


Merrill  Lynch  Financial  Consultants 
like  Tom  Rushing  understand  your 
changing  financial  needs,  and  have 
access  to  unsurpassed  resources  to 
help  you  reach  your  goals. 

37  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc. 
Member  SiPC 


Science  &  Technology 


Edited  by  Gary  Slutsker 


Computer  monitors  and  TV  screens  look 
alike.  Zenith  makes  both  but  can  tell  you  a 
lot  about  the  differences  between  them. 

Zenith's  bright 

side  and5 
its  dark  side 


T|o  the  public,  suburban  Chica- 
go's Zenith  Electronics  Corp.  is 
known  for  its  TV  sets.  But  on 
Wall  Street — since  making  TV  sets  in 
the  U.S.  is  a  losing  business  for  Ze- 
nith— the  company  is  loved  for  some- 
thing else:  the  manufacture  and  dis- 
tribution of  highly  advanced,   high- 


quality    personal   computers,    which 
have  taken  the  market  by  storm. 

These  days  IRS  field  auditors  carry 
Zenith  laptops  on  appointed  rounds; 
Zenith  desktops  can  be  found  in  of- 
fices from  Kodak  to  Kawasaki.  Zenith 
desktops  are  standard-issue  gear  for 
incoming  freshmen  at  the  three  U.S. 


military  academies.  Zenith  is  gaining 
on  personal  computer  industry  leader 
IBM  and  second-place  Tandy  Corp.  in 
this  superheated  segment  of  the  com- 
puter business. 

Zenith  got  into  the  business  back  in 
1979.  In  that  year  Chairman  ferry 
Pearlman,  then  a  financial  manager  at 
Ford  Motor,  arranged  the  $61  million 
acquisition  of  Heath  Co.,  a  Michigan- 
based  maker  of  assemble-it-yourself 
electronic  kits  for  hobbyists.  Zenith 
needed  something.  Even  then,  TV  sets 
were  a  low-profit  business. 

Pearlman's  bet  on  computers  is 
paying  off.  Last  year,  if  it  had  been  a 
separate  company,  Zenith  Data  Sys- 
tems would  have  earned  $100  million 
pretax  on  $1.26  billion  in  revenues — a 
profit  margin  of  8%,  says  Charles 
Ryan  of  Merrill  Lynch.  Computers 
kicked  in  just  over  half  Zenith's  reve- 
nues, but  consumer  electronics 
caused  the  company  to  lose  $19  mil- 
lion last  year. 

In  the  fast-growing  laptop  segment, 
which  accounts  for  perhaps  as  much 
as  25%  of  its  computer  revenues,  Ze- 
nith has  stayed  competitive  with  To- 
shiba and  NEC  by  producing  new 
high-performance,  lighter-weight 

computers  with  brighter  screens, 
more  built-in  disk  storage  and  longer 
battery  life.  "We're  the  one  vendor 
that  has  chased  battery  operation," 
says  Andrew  Czernek,  vice  president . 


in  v  t  batrman  Jerry  Pearlman  m  the  Rauiand  color  picture  tube  plant 
•>t  get  out  of  TV  sets  and  concentrate  on  computers? 


!'. 
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of  product  marketing.  Batteries  are 
portable.  Compaq  Computer  sells 
portables  that  plug  into  an  electrical 
outlet  and  use  the  power  required  by  a 
150-watt  light  bulb;  Zenith's  new 
high-end  machine  uses  as  much  elec- 
tricity as  a  15-watt  nightlight. 

Now  Pearlman  is  upping  the  ante 
with  some  powerful  new  technology. 
Zenith  is  developing  new  products 
that  range  from  workstations  in  the 
minicomputer  performance  class  to 
high-resolution,  nonglare,  color  com- 
puter screens. 

Take  its  stunning  new  computer 
monitor.  Zenith  has  produced  a  high- 
resolution,  high-contrast  display  that 
completely  eliminates  glare  from  the 
surface  of  the  screen.  The  technology 
wouldn't  even  exist  if  Zenith  hadn't 
been  in  the  television  business.  Con- 
ceived by  Zenith's  television  engi- 
neers, who  were  trying  to  increase  the 
sharpness  of  their  screens,  the  picture 
tube  is  manufactured  in  Zenith's  Rau- 
land  color  picture  tube  plant  in  Mel- 
rose Park,  111.,  a  former  bakery  that 
Zenith  acquired  in  the  1960s. 

The  so-called  flat  tension  mask 
monitor  sells  in  stores  for  $999  as  a 
peripheral  to  personal  computer  sys- 
tems. The  monitor  looks  as  if  it  is 
displaying  a  vividly  backlit  photo- 
graphic slide.  "Anybody  who  uses  a 
color  monitor  will  want  a  flat  tension 
mask,  because  if  you  sit  in  front  of 


one  of  these  things  for  half  a  day,  you 
just  can't  go  back,"  claims  John 
Frank,  a  computer  industry  veteran 
who  has  been  president  of  Zenith 
Data  Systems  since  1987. 

The  new  screen  incorporates  pat- 
ented flat  tension  mask  technology  to 
create  crisper  displays.  Every  color 
picture  tube  uses  a  shadow  mask,  or  a 
thin  sheet  of  metal  with  thousands  of 
tiny  holes  that  give  the  appearance  of 
a  series  of  vertical  lines.  The  mask  is  a 
guide  for  electron  beams  aimed  at  the 
glass  screen's  red,  blue  and  green 
phosphor  coatings.  Most  masks,  like 
most  screens,  are  curved,  which 
makes  them  hard  to  secure  in  position 
precisely.  But  by  keeping  a  flat  mask 
stretched  under  tension,  Zenith  found 
it  could  avoid  slight  changes  in  posi- 
tion that  are  caused  when  electrons 
heat  the  mask.  Result:  more  precise 
placement  of  electrons  and  a  higher- 
resolution  screen.  Special  glass  and 
coatings  help  eliminate  glare. 

So  far  the  flat  tension  mask,  which 
suffered  some  manufacturing  glitches 
last  year,  has  cost  the  company  more 
than  $60  million — or  about  as  much 
as  the  price  of  the  entire  Heath  acqui- 
sition. "For  a  company  of  our  size, 
that  is  a  very,  very  substantial  invest- 
ment in  technology,"  says  Pearlman. 

Now  Zenith  is  going  after  its  big- 
gest prize  yet,  a  contract  to  computer- 
ize every  U.S.  Air  Force  office  around 


the  world.  The  contract  calls  for  a 
series  of  minicomputers  based  on  In- 
tel's popular  80386  chip,  which  runs 
the  Unix  operating  system  and  can 
control  up  to  64  personal  computers. 
If  Zenith  beats  out  competitors  like 
AT&T  and  IBM  for  the  contract  later 
this  year,  it  would  mean  at  least  $1 
billion  in  computer  sales,  says  James 
Magid  of  Needham  &  Co. 

Win  or  lose,  Zenith  will  have  devel- 
oped machines  for  the  Air  Force  that 
will  have  enormous  commercial  ap- 
peal. "Universities  and  large  industri- 
al customers  will  like  it  for  certain 
kinds  of  applications.  And  even  stores 
will  sell  this  as  a  huge  file  server  for 
local  area  networks,"  Pearlman  says. 

With  all  this  going  for  it,  Wall 
Street  wonders  why  Zenith  doesn't 
get  out  of  TV  sets  and  concentrate  on 
computers.  If  that  were  to  happen,  say 
the  stock  market  sages,  Zenith  shares 
might  rise  by  50% . 

Pearlman  disagrees  with  these 
sages — at  least  for  now.  "The  TV  busi- 
ness," he  explains,  "doesn't  need  very 
much  in  the  way  of  pricing  to  be  a 
good  business.  There  are  a  lot  of  rea- 
sons why  prices  should  go  up.  Korean 
currency  ought  to  get  more  expensive, 
the  dumping  laws  ought  to  be  en- 
forced." And  if  prices  don't  increase? 
"What  we  aren't  going  to  do  is  lose  a 
bunch  of  money  [making  TVs]  for  an 
infinite  period  of  time." — G.S. 


Richard  Dcrk 


John  Frank,  Zenith  Data  Systems  president,  with  flat  tension  mask  monitor  (left)  and  conventional  color  terminal 
"if  you  sit  in  front  of  one  of  these  things  for  half  a  day,  you  just  can't  go  back." 
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Random  Access 


Commentary  by  Esther  Dyson 


STRATEGIC  SOFTWARE 


When  businesses  first  started  using 
computers,  they  used  them  to  cut 
costs  and  speed  up  operations.  Ac- 
counting, record  keeping  and  bill- 
ing were  all  immediate  candidates 
for  automation. 

But  then  businesses  started  look- 
ing at  computers  in  a  new  way,  not 
simply  as  black  boxes  to  automate 
existing  practice  but  as  a  potential 
source  of  competitive  advantage. 
Some  well-known  examples  in- 
clude Federal  Express'  package- 
tracking  system,  which  gave  it  a 
strong  edge  over  rivals  Emery  and 
UPS.  Others  include  Citicorp's  (and 
now  others')  cash  machines,  Amer- 
ican Express'  Authorizer's  Assis- 
tant, and  American  Airlines'  Sabre 
reservation  system,  followed  by  its 
computer-supported  AAdvantage 
mileage  program.  These  gave 
American  a  significant  edge  that 
took  years  to  erode  as  competitors 
built  their  own  systems.  (American 
parent  AMR's  newest  venture  is 
Confirm,  a  hotel-and-car-reserva- 
tion  network.)  These  are  "mission- 
critical"  systems — systems  that 
embody  the  goals  of  a  business 
rather  than  just  its  operational  de- 
tails. This  shift  to  mission-critical 
systems  will  affect  not  only  their 
users'  operations  and  strategies  but 
also  how  well  software  vendors 
succeed. 

Vendors  of  applications  software 
have  enjoyed  a  booming  market 
over  the  past  few  years,  but  they 
face  a  recalcitrant  customer  base 
over  the  next  few.  It's  all  very  well 
to  sell  mass-produced  accounting 
packages  off  the  shelf,  but  a  cus- 
tomer is  unlikely  to  purchase  a 
mass-produced  system  for  func- 
tions intended  to  differentiate  its 
products  from  those  of  competi- 
tors. For  this  a  customer  wants  cus- 
tom-made and  proprietary  pro- 
grams— like  Federal's. 

The  successful  software  vendors 

h<   hiture  will  be  those  selling 

software  development  tools  that  al- 

their  users  to  build  custom- 

d<     cjned  systems.  Meanwhile,  ap- 

i  and  even  database  man- 
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agement  systems  will  drift  to  the 
status  of  commodities. 

These  tools  for  custom-built, 
proprietary  products  are  commonly 
lumped  together  as  CASE,  for  Com- 
puter-Aided (or  Automated)  Soft- 
ware (or  Systems)  Engineering.  In 
industry  parlance,  "upper  CASE" 
deals  with  system  design;  "lower 
CASE"  deals  with  turning  the  de- 
signs into  code  that  can  actually 
run  a  computer. 

The  CASE  market  is  promising, 
but  there  are  still  some  flaws.  First, 
most  CASE  tools  (upper  and  lower) 
address  only  20%  of  the  problem. 
They  focus  on  building  new  sys- 
tems rather  than  reengineering  old 
ones.  Computer  programmers 
spend  more  time  on  maintenance 
and  upgrades  than  on  building  en- 
tirely new  systems.  Yet  the  former 
is  much  harder  to  automate.  It's 
one  thing  to  automate  an  assembly 
line  and  quite  another  to  automate 
the  corner  mechanic's  tune-up. 
You  have  to  recognize  the  car  mod- 
el and  know  what  problem  to  fix 
before  you  can  even  start. 

And  while  you  want  to  do  new 
things,  you  don't  want  to  redo  your 
entire  system  every  time  you  add  a 
new  feature.  For  example,  if  a  bank 
adds  a  new  kind  of  savings  account, 
it  wants  to  be  able  to  work  with  its 
existing  program  to  manage  cus- 
tomer files  and  accounts  rather 
than  write  new  ones.  Because  it  is 
so  difficult  to  reengineer  systems, 
few  companies  are  doing  anything 
strategic  with  their  computers. 
(Have  you  ever  asked  your  data  pro- 
cessing department  to  change 
something?) 

A  few  CASE  vendors  sell  systems 
to  run  on  PCs.  Index  Technology 
sells  a  PC-based  design  and  analysis 
tool  called  Excelerator,  and  Arthur 
Andersen  just  announced  a  CASE 
system  called  Foundation  that  will 


use  PCs.  But  these  are  rare  excep- 
tions. Most  CASE  tools  ignore  the 
existence  of  PCs.  Many  of  the 
CASE  tools  still  run  on  main- 
frames; most  of  them  assume  that 
the  systems  you  build  will  run  on 
mainframes.  Few  vendors  have  ad- 
dressed the  issue  of  how  you  build 
an  application  with  components 
designed  to  run  cooperatively — 
partly  on  mainframes  and  partly  on 
PCs.  With  the  growing  use  of  PCs 
in  business,  such  cooperative  archi- 
tecture can  no  longer  be  ignored. 

Finally,  CASE  tools  simply  do 
not  give  business  people  the  power 
and  simplicity  of  typical  personal 
computer  tools.  CASE  tools  now 
are  being  sold  mostly  to  top  man- 
agement, aware  of  the  need  for  mis- 
sion-critical systems,  but  they  are 
designed  for  use  by  the  same  tech- 
nicians who  work  in  the  data  pro- 
cessing department.  In  short,  the 
people  on  the  firing  line  of  business 
can't  yet  use  such  tools  directly.  A 
simple  example:  A  distribution 
manager  wants  to  build  a  ware- 
house system  to  handle  orders  for 
out-of-stock  items;  how  should  the 
computer  canvass  suppliers — 
which  ones  and  on  what  basis? 
Those  CASE  tools  that  are  simple 
enough  for  the  ordinary  business 
person  to  use  lack  the  power  to  do 
tasks  like  that  required  by  the 
warehouse  manager.  To  translate  a 
business  model  into  any  kind  of 
working  system  is  beyond  the 
knowledge  and  ability  of  the  ordi- 
nary business  person. 

If  the  business  managers  are  to 
control  the  business — without  in- 
tervention by  the  high  priests  of 
data  processing — they  must  also 
control  the  software.  It  may  be 
their  responsibility  to  learn  a  little 
more  about  software,  but  market- 
place success  will  be  the  privilege 
of  the  vendor  who  makes  it  easy  for 
them  to  do  so. 

Lotus  already  makes  it  easy  for 
analysts  who  understand  financial 
models  to  build  their  own.  Some- 
day CASE  may  enable  business 
people  to  translate  their  decision- 
making process  into  working  soft- 
ware. But  the  CASE  challenge  is  a 
much  larger  one.  ■ 
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Will  the  computer  decisions 
you  make  today  prepare  you  for 
where  you  need  to  be  tomorrow? 


Success  in  business  depends  on  anticipat- 
ing the  future. 

It's  just  that  simple. 

And  that's  why  NYNEX  Business  Centers 
sell  personal  computer  systems  flexible  enough 
to  meet  your  current  as  well  as  your  future  needs. 

We  offer  the  best  equipment  from  the  best 


The  answer  is  NYNEX. 


I 


comma" 


NYNEX  Business  Centers  offer  competitive 
prices  on  a  complete  range  of  products  from  leading 
manufacturers,  including  IBM,9 
Apple* and  COMPAQ* 

We  back  the  systems 
and  software  we  sell  with 
training,  service  and  local 
support. 

We  offer  complete 
financing  alternatives  including  leasing. 

For  the  NYNEX  Business  Center  nearest 
you,  call  toll  free: 

1-800-346-9X9X 

extension  3084. 

manufacturers,  including  IBM,  Apple,  and 
COMPAQ.  We  sell  systems  which  can  accom- 
modate growth  through  upgrades  and  add-ons. 
We  also  can  network  everything  we  sell  and 
offer  one  of  the  best  training  programs  in  the 
business. 

All  at  a  price  that's  extremely  competitive. 

But  most  important,  we  know  how  to 
avoid  quick  fixes  which  may  cheat  you  in  the 
future.  So  why  not  contact  your  NYNEX  Busi- 
ness Center  representative  for  a  longer  term 
solution? 

It  could  be  the  one  decision  you  make 
today  which  puts  you  in  charge  of  where  you'll 
need  to  be  tomorrow 

NYNEX 


Business 
Centers 


i 


Wherebusiness  is  headed. 


IBM.  COMPAQ,  and  Apple  are  registered  trademarks  of  International  Business  Machines  Corporation,  COMPAQ  Computer  Corporation,  and 
Apple  Computer,  Inc.  respectively  NYNEX  is  a  mark  of  NYNEX  Corporation.  ©  1988  NYNEX  Business  Information  Systems  Co 
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owners  choose  to  sell,  or  die.  In  addi- 
tion, the  IRMA  offers  higher  monthly 
payments  in  exchange  for  a  share  in 
the  home's  future  appreciation. 

But  linking  the  loans  to  future  ap- 
preciation makes  some  borrowers 
nervous.  In  any  case,  IRMAs  are  now 
available  in  only  seven  states,  and  an 
estimated  total  of  over  1,200  have 


without  having  to  vacate  it.  Great  idea- 
why  hasrit  it  taken  off? 

Fine-tuning  the 
reverse  mortgage 


By  Michael  Fritz 


When  reverse  home  equity 
mortgages  first  became  avail- 
able to  San  Francisco  Bay  area 
seniors  back  in  1980,  retirees,  their 
children  and  others  hailed 
it  as  the  greatest  thing  to 
happen  to  folks  over  62 
since  Medicare. 

And  why  not?  For  re- 
tired folks  who  own  their 
homes  free  and  clear  but 
have  trouble  meeting 
monthly  expenses,  the 
idea  seemed  tailor-made. 
It  made  sense,  too,  for 
those  who  simply  would 
like  to  live  out  their  gold- 
en years  in  more  comfort 
and  security,  at  the  ex- 
pense of  their  estates. 

The     original     scheme 
was  simple  enough.  Banks 
and  other  lenders   could 
lend  homeowners  over  62 
up    to    $150,000    against 
their  homes.  Lenders  forked  over  tax- 
free  monthly  advances,  for  periods 
£ng  from  3  years  to  12  years.  At 
the  end  of  that  term,  the  loan,  and 
had  to  be  repaid. 
i    all    its    plausibility,    the    idea 
itch  on.  Some  retirees,  having 
it  decades  payir.i;  off  their  homes, 
tod  going  into  hock  again.  Then 
e  problem  of  what  to  do 
in  came  due.  "Once  the 
expiii  notes     Tricia 

ol    the  Independent 
e  Center  in  San  Fran- 


cisco, "the  only  options  were  to  sell 
your  home  or  win  the  lottery." 

Another  big  hitch  was  finding  lend- 
ers. They  worried  about  homeowners' 
outliving  the  equity  in  their  homes. 
And  they  winced  at  the  prospect  of 


Blame  Harnngntn 


Reverse  mortgages  allow  house-rich,  cash 
flow-poor  retirees  to  cash  in  on  the  ranch  been  signed  so  far. 

J  -  Three  years  ago  the  state  of  Con- 

necticut came  up  with  another  new 
wrinkle,  the  split-term  reverse  mort- 
gage. It  provides  monthly  loan  ad- 
vances for  ten  years.  But  repayment  is 
deferred  under  the  same  provisions  as 
American  Homestead's  IRMA — until 
death  occurs  or  the  house  is  sold.  (In- 
terest continues  to  mount  on  the 
loan,  however.) 

Connecticut's  split-term  mortgage 
program,  which  is  funded  by  the  state, 
was    just    the    ticket    for    Ingeborg 
Kroeber.  Last  year  the  sprightly  84- 
year-old  widow's  brick  frame  house 
urgently  needed  several  thousand  dol- 
lars in  plumbing  and  electrical  re- 
pairs, which  she  could  not  afford.  "My 
only  option  seemed  to  be  to  sell  the 
house  as  is  and  look  for  a  condomini- 
um or  apartment,"  recalls  Kroeber. 
Then  a  friend  told  her  about  the  equi- 
ty program. 
In  December,  after  consulting  with 
her  sons,  Kroeber  applied 
for  the  reverse  mortgage. 
Within  two  months  she 
got  an  initial  $5,000  check 
to  cover  the  home  repairs, 
as  well  as  the  first  of  a 
monthly  $474  payment  to 
help  meet  additional  liv- 
ing expenses.  "It's  won- 
derful," she  exclaims,  "es- 
pecially for  elderly  people 
like     myself    who     find 
themselves  in  financially 
reduced  circumstances." 

Last  June  Rhode  Island 
introduced  a  similar  split- 
term  mortgage  that  offers 
monthly  advances 

stretched  out  for  as  long 
as  20  years.  Both  programs 
are  funded  from  state 
housing  finance  agency  surpluses  ac- 
cumulated from  the  1.125%  spread 
the  agencies  charge  when  making 
low-interest  mortgage  loans  from 
money  raised  through  tax-exempt 
bond  issues. 

"Many  housing  finance  agencies 
have  built  up  surpluses,  which  they 
are  under  some  pressure  to  put  to 
use,"  says  Stuart  Jennings,  deputy  ex- 
ecutive director  of  Connecticut's 
Housing  Finance  Authority,  which 
enjoys  a  $138  million  surplus.  "Re- 
verse mortgages  are  a  very  suitable 


having  to  evict  frail  elderly  people  or 
deal  with  disenchanted  would-have- 
been  heirs. 

Refinements  in  the  product  were 
clearly  needed.  In  1983  American 
Homestead  Mortgage  Corp.  wheeled 
out  an  enhanced  reverse  mortgage, 
called  an  Individual  Reverse  Mortgage 
Account  (IRMA).  It  allows  seniors  to 
receive  loan  advances  of  up  to  $1,000 
per  month  for  the  rest  of  their  lives,  as 
long  as  they  don't  sell,  or  move  out  of 
their  homes.  Best  of  all,  the  loans 
don't  come  due  until  after  the  home- 
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The  reverse  mortgage  mart 


Here  are  the  various  types  of  reverse  mortgages  and 
where  they  are  available. 
The  fixed-term  reverse  mortgage  was  developed  for 
retirees  who  need  additional  monthly  income  for  a 
limited  period  of  time,  usually  3  to  12  years.  Monthly 
cash  advances  cease  at  maturity,  and  the  loan  plus 
accrued  interest  must  be  paid  to  the  lender — usually 
requiring  sale  of  the  home.  Loan  limits  vary  but  can  be 
as  high  as  $250,000  or  80%  of  the  home's  appraised 
value.  Available  in  Arizona,  California,  Connecticut, 
Indiana,  Massachusetts,  Minnesota,  New  Jersey,  New 
York  and  Wisconsin.  Most  programs  include  detailed 
counseling  support  services.  For  information  on  whom 
to  call,  send  a  self-addressed,  stamped  envelope  to  the 
National  Center  for  Home  Equity  Conversion,  110  E. 
Main,  Madison,  Wis.  53703. 

The  split-term  reverse  mortgage  provides  monthly 
loan  advances  for  10,  15  or  20  years,  but  repayment  is 
deferred  until  the  borrower  dies,  moves  or  sells  the 
home.  Currently  available  only  in  Connecticut  and 
Rhode  Island.  Eligibility  based  on  household  income. 
Connecticut's  program  also  features  a  lump  sum  ad- 
vance of  up  to  $25,000  and  higher  loan  limits  to  help 
meet  long-term  health  care  expenses.  Contact  Con- 
necticut Department  on  Aging,  175  Main  St.,  Hartford, 
Conn.  06106  (800)  443-9946;  or  Rhode  Island  Depart- 
ment of  Elderly  Affairs,  79  Washington  St.,  Providence, 
R.I.  02903(401)277-6552. 

The  line-of-credit  reverse  mortgage  is  designed  more 


for  coping  with  unexpected  expenses  than  meeting 
regular  monthly  bills.  Repayment  of  loan  and  accrued 
interest  can  be  deferred  until  the  borrower  dies,  moves 
or  sells  the  home.  Maryland  and  Virginia  plan  to  offer 
such  mortgages  later  this  year  to  residents.  Contact 
Virginia  Housing  Development  Authority,  Attn:  Rob- 
ert Adams,  13  S.  13th  St.,  Richmond,  Va.  23219;  or 
Maryland  DHCD-CDA,  Attn:  Ms.  Bronwyn  Belling,  45 
Calvert  St.,  Annapolis,  Md.  21401. 

The  shared-appreciation  reverse  mortgage  guaran- 
tees monthly  loan  advances  for  as  long  as  the  borrower 
continues  to  own  and  live  in  the  home.  In  exchange,  he 
surrenders  some  of  the  home's  future  appreciation. 
Size  of  monthly  loan  advance  is  based  on  the  home- 
owner's life  expectancy,  the  home's  value  and  the 
percentage  of  the  home's  future  appreciation  shared. 
Currently  available  in  Connecticut,  Maryland,  Ohio, 
Pennsylvania,  New  Jersey,  Virginia  and  Delaware. 
Contact  American  Homestead  Mortgage  Corp.,  305 
Fellowship  Rd.,  Mt.  Laurel,  N.J.  08054  (609)  866-0800. 

The  American  Association  of  Retired  Persons  staffs  a 
home  equity  conversion  clearinghouse  that  supplies 
information  and  advice  on  reverse  mortgages  and  other 
equity  conversion  programs  across  the  country.  The 
group  also  publishes  several  free  manuals  on  the  sub- 
ject, including  a  helpful  44-page  Consumer's  Guide  to 
Home  Equity  Conversion.  Contact  AARP,  Home  Equity 
Information  Center,  1909  K  St.  N.W.,  Washington, 
D.C.  20049.— M.F. 


program  for  these  monies,  since  we 
can't  raise  the  funds  directly  through 
bonding." 

To  get  more  private  lenders  into  the 
picture,  the  Federal  Housing  Admin- 
istration is  embarking  on  a  pilot  pro- 
gram authorized  by  Congress  in  De- 
cember that,  among  other  things,  in- 
sures lenders  against  the  risk  of  loss. 
(Not  even  residential  real  estate  ap- 
preciates indefinitely,  and  elderly 
homeowners  are  not  always  the 
world's  most  able  caretakers.)  The 


FHA  program,  which  won't  be  up  and 
running  until  April  1989,  is  commit- 
ted to  underwriting,  up  to  2,500  re- 
verse mortgages  over  three  years. 

While  the  FHA  program  cranks  up, 
some  states  are  proceeding  with  still 
other  variations  on  the  theme.  Mary- 
land and  Virginia,  for  example,  are 
developing  line-of-credit  reverse 
mortgages,  which  should  be  available 
later  this  year.  They  will  permit  bor- 
rowers to  choose  when  and  in  what 
amounts  they  can  receive  loan  ad- 


vances^— to  meet  emergency  ex- 
penses, for  example. 

In  addition,  other  new,  private  ef- 
forts are  under  way,  ranging  from 
small  entrepreneurial  outfits  like  Life 
Capital  Corp.,  near  San  Francisco,  to 
programs  being  considered  by  Capital 
Holding  Corp.  and  the  American  As- 
sociation of  Retired  Persons. 

The  potential  for  such  loans  is  stu- 
pefying. Folks  over  65  hold  upwards  of 
$800  billion  of  equity  in  the  roofs  over 
their  heads. 


Unrequired  reading 

W'hile  most  executives  complain 
of  the  reading  load  they  already 
bear,  some  are  going  out  of  their  way 
to  add  to  it — on  subjects  usually  hav- 
ing little  or  nothing  to  do  with  their 
businesses.     . 

In  Memphis,  for  example,  Ray  De- 
Colibus,  43,  a  senior  scientist  in  Du 
Pont's  research  and  development  divi- 
sion, is  a  member  of  a  reading  group 
that  gets  together  for  two  hours  every 
other  Tuesday  evening  at  his  local 
public  library.  Despite  a  heavy  daily 
diet  of  required  technical  literature, 
DeColibus  is  discovering  Plato  and 
other  philosophers  late  evenings  and 
on  weekends. 


There  are  now  more  than  2,000 
clubs  like  DeColibus',  which  convene 
to  discuss  the  "Great  Books,"  a  read- 
ing list  of  classics  spanning  2,500 
years  originally  worked  up  by  the 
University  of  Chicago  back  in  the  ear- 
ly Forties. 

"My  reading  club  is  my  major  hob- 
by: I  plan  my  schedule  around  it," 
says  Philip  Ansteth,  a  computer  pro- 
grammer at  CAP  Gemini  America,  a 
consulting  firm  in  Dallas.  Ansteth  set 
up  a  Dallas  club  two  years  ago  after 
moving  from  Tulsa. 

"You  really  have  to  read  these 
books  and  work  at  them  to  experience 
the  pleasures  and  challenges  of  a  read- 


ing club,"  he  cautions.  "Some  people 
called  once  and  wanted  to  list  us  as 
part  of  a  course  on  68  Things  for  Sin- 
gles to  do  Besides  Go  to  Bars,"  he 
recalls.  "I  told  them  this  is  not  a  spec- 
tator sport." 

Some  clubs  prefer  to  focus  on  con- 
temporary issues.  Brian  Bloom,  a  high 
school  teacher  in  San  Mateo,  Calif., 
started  a  group  last  year  to  explore  the 
U.S.'  global  economic  policy.  Next  on 
his  agenda:  U.S.  foreign  policy  since 
World  War  II  and  the  nuclear  arms 
question. 

There  is  even  a  reading  club  in  Dal- 
las where  members  discuss  Allan 
Bloom's  bestseller,  The  Closing  of  the 
American  Mind — as  if  to  declare  them- 
selves, at  least,  open-minded.  "We 
meet  four  times  a  month  to  discuss 
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each  of  the  book's  chapters  as  well  as 
the  list  of  classics  that  Bloom  thinks 
people  should  be  reading,"  says  Clint 
Hubbard,  a  systems  engineer  at  Elec- 
tronic Data  Systems. 

Hubbard  also  finds  time  for  a  twice- 
monthly  club  that  reads  logic  and 
mathematical  theory.  "A  lot  of  us  feel 
that  we  were  raised  to  know  what  to 
think  but  not  how  to  do  it.  So  we've 
turned  to  reading  clubs  to  try  to  teach 
ourselves  how  to  think." 

Reading  and  discussion  groups  can 
often  be  quite  eclectic.  One  in  St.  Lou- 
is, for  example,  numbers  a  poet,  a 
retired  physicist  and  a  security  guard 
among  its  15  members. 


One  of  the  biggest  problems  most 
members  have,  of  course,  is  finding 
the  time  for  both  reading  and  meet- 
ings. As  Judith  Bell,  a  legislative  lob- 
byist for  Consumers  Union  in  San 
Francisco,  discovered,  commitment  is 
critical.  Her  club  dissolved  after  sev- 
eral members  missed  a  meeting  or 
two,  and  now  she  misses  discussing 
books  such  as  Milan  Kundera's  Un- 
hearahle  Lightness  of  Being. 

It's  a  matter  of  priorities,  says  Ash- 
ton  Hawkins,  executive  vice  presi- 
dent at  New  York's  Metropolitan  Mu- 
seum of  Art.  He  has  participated  regu- 
larly in  a  group  for  17  years  despite 
other  obligations  that  keep  him  busy 


three  or  four  evenings  each  week. 
"You'd  be  surprised  how  much  read- 
ing you  can  do  during  weekends  and 
on  airplanes,"  he  laughs. 

If  you  think  you  might  be  interested 
in  joining  a  reading  club  but  worry 
about  the  time  commitment,  try  a 
short-term  discussion  group  at  your 
local  library.  Many  offer  a  program 
called  "Let's  Talk  About  It,"  devel- 
oped by  the  American  Library  Associ- 
ation. During  five  evening  sessions, 
generally  held  every  other  week,  you 
analyze  works  such  as  Arthur  Miller's 
Death  of  a  Salesman  and  Russell  Ba- 
ker's Growing  Up. 

You  can  then  either  join  an  existing 
group  or  start  a  club  with  like-minded 
friends.  Check  with  your  local  librari- 
an, church  or  YM/YWCA  for  clubs 
that  may  already  exist  in  your  area.  If 
you  are  looking  for  a  Great  Books 
club,  contact  the  Great  Books  Foun- 
dation, 40  E.  Huron  St.,  Chicago,  111. 
60611  (312-332-5870). 

Some  tips  if  you  do  start  your  own 
reading  group: 

•  Include  members  who  share  your 
basic  interest  in  the  subject  matter, 
but  avoid  recruiting  only  those  with 
the  same  vantage  point.  "If  there's  too 
much  agreement,  meetings  are  dull," 
emphasizes  Judith  Bell. 

•  Set  a  realistic  schedule  for  meet- 
ings— say  once  every  two  weeks — 
and  adhere  to  it  religiously. 

•  Assign  a  moderator  for  each  dis- 
cussion. Some  groups  even  hire  local 
professors  or  book  reviewers  to  mod- 
erate meetings.  It's  also  a  good  idea  to 
assign  a  member  to  do  some  library 
research  before  each  meeting,  to  pro- 
vide the  group  with  biographical  or 
historical  background. 

•  Keep  discussions  moving.  There 
is  no  more  sure-fire  way  to  kill  a  read- 
ing club  than  by  letting  members 
drone  on  endlessly  about  their  own 
obsessions. — Jill  Andresky 


Buzz  off! 

Joseph  Febesh,  the  former  golf  pro- 
gram manager  at  the  Doral  Hotel 
and  Country  Club  in  Miami,  recently 
won  a  $1.7  million  suit  against  a 
Woodbury,  N.Y.  restaurant  where  Fe- 
besh was  stung  by  a  bee  nearly  three 
years  ago.  As  a  result  of  a  severe  aller- 
gic reaction  to  th«_  sting,  Febesh,  68, 
became  totally  pai.'.yzed. 

financial  award  was  ex- 
■ut  his  allergic  reaction 
About  3%  of  the  adult  popu- 
.  I  the  U.S.  have  suffered  severe 
reactions  to  the  venom  of  fly- 
ing insects — bees,  hornets,  wasps,  yel- 


low jackets — and  suffer  reactions 
ranging  from  hives  and  shortness  of 
breath  to  coma  and  even  death. 

For  most  adults  and  children,  insect 
stings  merely  cause  pain  and  swell- 
ing. These  can  usually  be  relieved  by 
ice,  pain  relievers  and  over-the- 
counter  antihistamines,  according  to 
Dr.  David  B.K..  Golden,  chairman  of 
the  American  Academy  of  Allergy  & 
Immunology's  committee  on  insects. 

People  allergic  to  the  venom  don't 
Kct  off  so  easily.  The  venom  can  cause 
swelling  in  the  throat,  which  can 
close  airway  passages,  and  decrease 


blood  pressure,  which  can  cause  un- 
consciousness. The  treatment  for  a 
severe  reaction  is  a  shot  of  adrenalin 
to  reopen  airway  passages,  and  imme- 
diate medical  attention.  Anyone  who 
has  previously  had  a  serious  reaction 
should  see  an  allergist  who  can  con- 
firm the  allergy  and  then  prescribe  a 
kit  containing  loaded  adrenalin  sy- 
ringes to  be  used  in  case  of  a  stmg. 
Allergists  can  also  immunize  people 
who  are  allergic,  by  building  up  anti- 
bodies against  the  toxins. 

Honeybees,  and  in  some  cases  yel- 
low jackets,  leave  their  stinger  in  a 
victim.  To  avoid  crushing  the  sac, 
scrape  the  stinger  out  with  a  credit 
card  instead  of  your  fingers,  which 
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would  just  push  in  more  venom.  Peo- 
ple who  are  allergic  should  avoid 
brightly  colored  clothing  and  perfume 
when  they're  going  to  be  outside,  and 
not  walk  barefoot  in  grass. 
Household  pets  are  also  susceptible 


to  allergic  reactions  to  insect  stings. 
Dr.  Gus  Thornton,  chief  of  staff  at  the 
Angell  Memorial  veterinary  hospital 
in  Boston,  advises  the  same  caution 
for  animals  against  insects  as  for  hu- 
mans. If  a  pet's  head  or  neck  swells, 


get  the  animal  to  the  vet  right  away 
for  a  shot  of  antihistamine  or  corti- 
sone. And  ask  the  vet  for  some  anti- 
histamines to  keep  on  hand  in  case  of 
future  stings. — Francesca  Lunzer 


Sotheby's 

Art  Market  Trends 

Index  sectors 

March 

1988 

One 

month 

ago 

One 
year 
ago 

Two 

years 
ago 

Five 

years 

ago 

One 

month 
%  change 

One 

year 

%  change 

Two 

year 

%  change 

Five 

pears 

% 
change 

average 

annual 

%  change 

Old  Master  paintings 

373 

373 

329 

293 

210 

nil 

+  13.4 

+  27.3 

+  77.6 

+  12.2 

19th-century 
European  paintings 

333 

333 

284 

249 

185 

nil 

+  17.3 

+  33.7 

+  80.0 

+  12.5 

Impressionist  &  Post- 
impressionist  art 

723 

723 

521 

380 

267 

nil 

+38.8 

+  90.3 

+  170.8 

+  22.0 

Modern  paintings 
(1900-1950) 

757 

757 

544 

364 

245 

nil 

+  39.2 

+ 108.0 

+  209.0 

+  25.3 

Contemporary  art 
(1945  onward) 

609 

609 

551 

497 

342 

nil 

+  10.5 

+  22.5 

+  78.1 

+  12.2 

American  paintings 
(1800-pre-WWII) 

871 

871 

698 

667 

450 

nil 

+  24.8 

+30.6 

+  93.6 

+  14.1 

Continental  ceramics 

407 

407 

290 

284 

266 

nil 

+  40.3 

+  43.3 

+  53.0 

+   8.9 

Chinese  ceramics 

581 

581 

526 

486 

440 

nil 

+  10.5 

+  19.5 

+32.0 

+   5.7 

English  silver 

388 

388 

343 

314 

209 

nil 

+  13.1 

+  23.6 

+  85.6 

+  13.2 

Continental  silver 

220 

220 

201 

181 

139 

nil 

+  '9.5 

+  21.5 

+  58.3 

+   9.6 

American  furniture 

469 

469 

451 

333 

239 

nil 

+  4.0 

+  40.8 

+  96.2 

+  14.4 

French  &  Continental 
furniture 

324 

319 

299 

273 

239 

+  1.6 

+   8.4 

+  18.7 

+35.6 

+   6.3 

English  furniture 

657 

657 

523 

419 

267 

nil 

+  25.6 

+  56.8 

+  146.1 

+  19.7 

Aggregate  index* 

517 

517 

419 

345 

256 

nil 

+  23.4 

+  49.9 

+ 102.0 

+  15.1 

Basis:  1975  =  100  ($). 

"Contemporary  art  was  added  to  the  An  Index  in  Sep 
Sotheby's  An  Market  Trends  reflect  subjective  analys 
Nothing  in  Sotheby's  An  Market  Trends  is  intended  a 

tember  1987.  Th 
es  and  opinions 
>  investment  adv 

e  aggregat 
of  Sotheb 
ice  or  as  a 

©Sotheby's  1988 
e  index  excludes  this  category  prior  to  that  date. 

f%  an  experts,  based  on  auction  sales  and  other  information  deemed  relevant, 
prediction  or  guarantee  of  future  performance  or  otherwise. 

Monthly  highlights 

Major  sales  of  Impressionist  and  mo 
produced  strong  results  across  a  brc 
Fierce  bidding  for  a  painting  by  Mc 
sent  the  price  to  double  the  esti- 
mate at  $9  million,  while  "Les 
blanchisseuses  portant  du  linge" 
by  Edgar  Degas,  originally  consid- 
ered to  be  the  star  lot,  achieved 
$7.4   million.    In   general,    prices 
were  the  same  in  sterling  terms  as 
they  were  at  the  previous  round  of 
major  sales  in  London  last  Decem- 
ber, implying  a  small  rise  in  dollar 
terms.  This  could  partially  account 
for  the  extremely  low  volume  of 
American  buying. 

Later  in  the  month  the  major 
London  auction  houses  held  spe- 
cialized sales  of  Scandinavian  art 
immediately  prior  to  the  general 

sales    of     19th-CPnrnrv    naintines. 

dem  art  in  I 
ad  range  of 
idigliani,  "A 

.ondon 
items, 
rtario," 

tations,  with  25% 
million  indicates  i 
dinavian  art  outsii 

Sodieb]  s 

unsold,  but  the  net  total  of  over  $13 
widening  interest.  Demand  for  Scan- 
ie  Scandinavia  was  almost  nonexis- 
tent just  a  few  years  ago.  Two  high- 
lights: A  study  of  two  girls  in  a 
wood  by  the  popular  artist  Anders 
Zom    fetched    $908,000,    and    a 
painting  by  Carl  Larsson  of  his  wife 
in  a  studio  sold  for  $485,000. 

European  bidders  in  New  York, 
taking  advantage  of  the  strength 
of  their  currencies,  were  active  at 
a  sale  of  French  and  Continental 
furniture.   The  sale   totaled   $1.5 
million,  with  just  3%  unsold.  Bid- 
ding  soared   for   the    top   lot,    a 
French    Empire    chair,     when    a 
South  American  and  a  British  col- 
lector,  who  owned  an   identical 
chair,  competed  fiercely,  pushing 
the  price  to  $44,000  against  a  hi  eh 

m 

■L 

'  BBS 

\lLm 

ft 

Well  over  500  a 
for  sale.  Results 

vorks  wei 
fell  short 

e  offered 
of  expec- 

Empire  arm 

zhair,  so 

Id  for  $44,000 

estimate 
America 

of    $5,000.    The 
n  got  the  chair. 

South 
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Careers 


Can  Windham  Hill's  Anne  Robinson  make 
the  leap  from  entrepreneur  to  captain  of  a 
large  entertainment  company? 

To  be  continued 


By  Dyan  Machan 


T|  he  first  part  of  Anne  Robin- 
son's story  is  familiar  because 
it's  been  told  many  times.  Elev- 
en years  ago  two  Stanford  dropouts, 
Robinson  and  her  former  husband, 
Will  Ackerman,  borrowed  $300  to  sell 
Ackerman's  guitar  recordings.  Record 
stores  wouldn't  take  their  Windham 
Hill  Productions  albums,  so  they  sold 
them,  on  consignment,  through 
health  food  shops  and  university 
bookstores.  The  records  sold  out. 
Robinson  and  Ackerman  plowed  the 
proceeds  into  producing  more  albums 
of  the  same  "New  Age"  genre — pleas- 
ant, if  bland,  instrumental  recordings, 
easy  listening  tor  modern  young  pro- 
fessionals tired  of  the  hard  rock, 
heavy  metal,  punk  and  disco  sounds 
produced  for  the  buyers  by  the  major 
record  labels 

Against  tough  and  often  nasty  com- 
petition from  the  big  labels,  Robinson 
and   Ackerman — aided   by  energetic, 
devoted  young  employees — succeed- 
ed. Today  New  Age  music  sales  are 
worth  an  estimated  $200  million  a 
year  and  account  for  close  to  5%  of  all 
U.S.  record  sales   Robinson  and  Ack- 
erman's Windham   Hill   Productions 
has  nearly   15%  of  this  market  reg- 
it and  has  made  the  two  former 
idealists  well-off,  if  not  wealthy.  On 
■mes   last   year  of   $25    million, 
Windham  earned  $3.7  million.  Add- 
e  revenues  from  video 
easing  agreements,  and 
.•Jled  by  A&M  Records, 

ling?   In  entrepreneurial 

I    .  hapter  is  more  com- 

happy   ending.   Anne 

v  40,  must  giow  from  an 


entrepreneur  able  to  inspire  and  lead  a 
dozen  employees,  to  a  chief  executive 
who  can  run  an  organization. 

It  is  a  transition  more  than  one  entre- 
preneur has  failed  to  make,  but  Robin- 
son says  she  has  little  choice.  "We  are 
at  a  point  where  we  can  no  longer  glue 
album  covers  together  ourselves,"  she 
says.  "The  things  we  want  to  do  now 
are  capital-intensive." 

Robinson  and  Ackerman  divorced 
seven  years  ago,  but  remain  friends 
and  jointly  own  the  company.  Acker- 
man lives  in  botn  Brattleboro,  Vt.  and 
Mill  Valley,  Calif,  and  works  on 
bringing  out  new  artists. 

Robinson  runs  the  company.  She 
claims  Windham  Hill  hasn't  lost  mon- 
ey on  any  of  the  110  albums  it  has 
released  in  1 1  years.  Despite  competi- 
tion, Windham  Hill's  unit  sales  for 
1 988  are  up  sharply,  she  says,  and  1 987 
sales  were  up  1 5%  over  the  year  before. 

Impressive  achievements.  But  with 
52  employees  and  confronted  by  some 
30  companies  imitating  the  New  Age 
sound  Windham  popularized,  Robin- 
son is  discovering  that  organization — 
systems,  controls — is  critical  for  her 
company's  continued  success. 

Based  in  Palo  Alto,  Windham  Hill 
also  has  offices  in  Los  Angeles  and 
Sausalito,  Calif.  Interoffice  communi- 
cations have  become  problematic.  Re- 
cently, for  example,  the  Los  Angeles 
office  staffers,  without  checking  with 
Palo  Alto,  went  chasing  off  to  produce 
a  single  by  Windham  Hill  artist  Mi- 
chael Hedges.  Robinson  says  she  ap- 
preciates the  Los  Angeles  staff's 
enthusiasm  but  was  appalled  to  find 
her  company  on  the  verge  of  launch- 
ing the  single  with  a  cover  that  she 
calls  "a  crummy  product." 

"Even  though  we  were  close,  we 


had  real  breakdowns  in  communica- 
tion," says  Robinson  of  her  far-flung 
staff.  "There  was  a  lack  of  clarity 
about  job  responsibility.  Employees 
didn't  see  the  sense  in  having  meet- 
ings, since  they  talked  to  each  other 
all  the  time."  Cost  controls?  If  some- 
one wanted  to  know  how  much  mon- 
ey the  company  had  spent,  they'd  ask 
Robinson,  who  would  guess. 

Why  not  impose  some  bureaucratic 
structure?  Doing  so,  Robinson  feared, 
would  threaten  the  verve  and  image 
that  helped  Windham  Hill  succeed.  "I 
think,"  says  Robinson,  "that  people 
buy  our  products  because  they  sense 
there  are  real  people  behind  them,  not 
some  large,  faceless  organization." 

But  the  status  quo  was  also  unac- 
ceptable. Recording  giants  like  MCA, 
plus  a  slew  of  independents,  have 
been  making  inroads  into  the  New 
Age  music  Robinson  pioneered.  More 
radio  stations  are  adopting  program- 
ming that  includes  New  Age  as  well  as 
contemporary  jazz.  Stan  Goman,  se- 
nior vice  president  of  West  Sacramen- 
to, Calif-based  retailer  Tower  Rec- 
ords, says  Tower  has  begun  to  see 
younger  buyers  interested  in  New  Age. 
He  thinks  that  if  MCA,  with  its  Narada 
label,  has  its  way,  New  Age  will  go 
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mainstream  as  soon  as  it  finds  the  right 
artist  to  promote.  This  suggests  that 
New  Age  album  sales  are  about  to 
plateau,  after  which  they  will  fall. 

Robinson  has  begun  to  diversify. 
She  has  introduced  a  jazz  label,  vocal 
works  and  film-length  videos  and  is 
contemplating  some  classical  works. 
A  children's  record  label  features  ce- 
lebrities reading  children's  stories. 
For  Jack  Nicholson  reading  Kipling's 
Elephant's  Child,  Windham  Hill  won  a 
1987  Grammy  Award. 

But  the  diversification  requires  seri- 
ous capital.  A  typical  Windham  re- 
cording now  costs  anywhere  from 
$10,000  to  $25,000  to  produce.  Wind- 
ham Chairman  Ackerman,  who's 
presently  off  filming  in  the  U.S.S.R., 
requires  around  $400,000  to  produce 
one  of  his  wordless,  thematic  videos, 
which  usually  require  at  least  three 
years  before  starting  to  pay  off.  These 
videos  are  targeted  to  the  same  Wind- 
ham Hill  audience,  and  are  distribut- 
ed by  Paramount  Home  Video  and 
Pioneer  Laser  Disc  Corp.  Robinson 
would  like  to  get  into  publishing,  but 
figures  a  joint  book  venture  with  Rab- 
bit Ears  Productions,  which  produced 
the  Grammy- winning  children's  al- 
bum, would  cost  up  to  $3  million. 


Robert  Hulmgren 

Raising  serious  capital,  however, 
requires  building  a  serious  organiza- 
tion, which  in  turn  requires  new 
kinds  of  skills  from  Robinson.  "I  don't 
have  an  M.B.A.,"  she  says,  unneces- 
sarily defensive.  "What  I  know,  I've 
learned  by  doing."  (Robinson  re-en- 
rolled in  Stanford  when  she  was  33 
and  received  a  degree  in  history  in 
1983.  Ackerman  never  did  return.) 

A  year  ago  Robinson  decided  to  hire 
a  consultant,  a  UCLA  business  school 
professor,  to  give  her  a  crash  course  in 
what  she  needed  to  know.  First  and 
foremost,  they  agreed,  Windham 
needed  a  business  plan.  "Planning," 
she  says,  "is  sort  of  like  psychoanaly- 
sis— it's  frightening  to  lay  oneself 
open."  Her  bedside  reading  became 
books  like  Peter  Drucker's  Innovation 
and  Entrepreneurship.  She  began  com- 
piling goals,  standards  and  company 
job  responsibilities. 

The  company  will  get  job  descrip- 
tions, salary  formulas  and  a  budget, 
but  not  so  much  organization,  she 
hopes,  as  to  stifle  spirit  and  initiative. 
To  keep  the  small-is-beautiful  atmo- 
sphere, she  insists  on  holding  a  week- 
ly meeting  where  everyone  in  the  firm 
can  take  turns  making  suggestions 
and  letting  off  steam.  Some  vestiges  of 


Anne  Caroline 
McGilvray  Robinson 


Born:  Los  Angeles,  Jan.  31, 
1948. 

1976-present:  Founded  Wind- 
ham Hill  Productions  record  la- 
bel with  ex-husband  and  gui- 
tarist Will  Ackerman.  Built  a  fol- 
lowing through  health  food 
and  book  stores;  has  released  110 
albums  by  New  Age  artists. 
1987  sales,  profits:  over  $25  mil- 
lion and  $3.7  million. 
1973-81:  manager,  Plowshare 
bookstore. 

1972-73:  clerk,  travel  division, 
Transamerica. 
1968-72:  teller,  Bank  of  Amer. 

Stanford  1966;  dropped  out 
1970;  returned  1981  (B.A.  1983). 

Remarried  1983,  to  Thomas 
Robinson,  a  human  resources 
manager  for  Syntex. 

Enjoys  printmaking  and  gar- 
dening. Favorite  artist:  Mozart. 
Role  model:  "I'm  looking. 
There  aren't  many  women  doing 
what  I  do." 

Ambition:  "To  be  a  good 
business  person,  and  see  Wind- 
ham Hill  expand  outside  rec- 
ords. Hey,  I  had  a  liberal  arts 
education." 


the  past  will  remain  unmolested.  The 
main  Palo  Alto  offices,  for  example, 
are  housed  in  a  converted  auto  shop 
and  contain  an  internal  treehouse — 
an  enclosed  wooden  box  on  stilts. 
This  is  for  Chairman  Will  Ackerman, 
so  he  can  get  away  from  it  all  when 
he's  in  the  office.  The  treehouse  will 
stay.  So  will  Robinson's  policy  of  an- 
swering every  piece  of  mail. 

An  especially  important  part  of 
Robinson's  education  has  involved 
figuring  out  the  best  way  to  get  capital 
for  her  new  ventures.  Going  public  or 
selling  to  another  firm  is  unaccept- 
able because  she  would  have  to  give 
up  control.  "As  strange  as  it  may 
seem,  I'm  not  in  this  for  the  money 
but  for  the  work  and  the  experience," 
she  says.  Preferable  alternatives  are 
private  placements,  limited  partner- 
ships and  other  arrangements  to  raise 
between  $1  million  and  $3  million 
with  a  minimum  of  meddling. 

To  publicize  her  search  for  capital 
and  her  determination  to  build  a  more 
businesslike  corporate  environment, 
Robinson  recently  retained  a  public 
relations  firm.  "We're  here  to  make 
money,"  says  Windham's  soft-spoken 
boss  with  steely  resolve,  "and  I  don't 
want  anyone  to  forget  that."  ■ 
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Faces 

Behind  the  Figures 


Edited  by  Jerry  Flint 


George  Green,  Cole  of  California  president 

"J  look  forward  to  going  to  work  every  day. 


David  Stnck/Onyx 


Cover  up 

The  fashion  word  from  George 
Green  on  women's  swimwear  is 
less  thigh  here  and  a  little  less  flesh 
everywhere  else  this  summer. 
Green's  word  will  be  heard,  too.  He's 
president  of  Cole  of  California  in  Los 
Angeles,  which  sells  about  4  million 
swimsuits  to  American  women  annu- 
ally, putting  it  at  the  top  of  the  field 
along  with  such  familiar  names  as 
Jantzen  and  Catahna.  "The  industry 
went  to  the  extreme  in  lack  of  cover- 
age," he  admits,  "so  now  we're  more 
conservative." 

Some  of  this  is  demographics. 
While  younger  women,  in  the  teen 
years  through  25,  may  buy  three  or 
four  suits  a  year,  that  population 
group  is  actually  shrinking.  The  num- 
ber oi  their  older  sisters  is  growing, 
and  older  women  feel  they  don't  look 
quite  as  good  in  those  near-naked 
suits,  which  is  why  Green  is  covering 
up  u    summer. 

■turn  to  beachwear  Queen  Vic- 
toria would  accept  is  not  in  prospect. 
Remember,"  he  says,  "women  are 
gettmg  more  fit.  The  50-year-old  to- 


day looks  like  the  30-year-old  of  20 
years  ago."  Will  the  new  line  sell?  The 
season  is  just  beginning,  but  early  re- 
turns from  Hawaii  and  Florida  look 
good,  Green  says.  Cole,  which  proba- 
bly has  around  $65  million  in  annual 
sales,  expects  to  have  record  revenues 
this  year. 

The  Cole  story  is  a  legend  in  the 
industry:  Fred  Cole,  an  actor,  a  king  of 
the  B  movies  in  the  1920s,  was  forced 
to  join  the  family  knitting  mills, 
which  manufactured  drop  seat  under- 
wear. But  he  rebelled  and  began  mak- 
ing women's  swimsuits  in  the  same 
mills.  He  lowered  the  back,  raised  the 
hem,  then  plunged  the  neckline.  One 
Cole  designer,  going  beyond  wool,  in- 
troduced body-hugging  swimsuits  in 
elasticized  cotton,  which  surely  ranks 
with  the  invention  of  the  bikini  as 
one  of  the  great  moments  in  swimsuit 
history. 

Alas,  the  company  itself  has  been 
passed  from  hand  to  hand  and  is  on 
the  block  again.  The  founder,  Fred 
Cole,  sold  it  to  Kayser-Roth,  which 
was   bought   by   Charles  Bluhdom's 


Gulf  &.  Western  and  later  sold  to 
Wickes  Cos.,  Inc. 

"It's  obviously  a  little  confusing," 
says  Green,  55.  He's  a  merchandiser 
who  worked  for  Cole  back  in  1961, 
left  and  started  his  own  swimwear 
company,  worked  with  Catalina  and 
came  back  to  Cole  as  president  in 
1985.  "This  business  keeps  me 
young,"  he  says.  "And  I  look  forward 
to  going  to  work  every  day." — J.F. 


Bridging  the  gap 

One  recent  morning  in  Mosul,  Iraq, 
David  Toufic  Mizrahi  was  awak- 
ened by  the  sounds  of  bombs  falling 
and  antiaircraft  gunfire.  Mizrahi,  61, 
Beirut-born  and  a  naturalized  Ameri- 
can since  1968,  found  himself  in  the 
middle  of  an  air  strike  by  Iranian  war- 
planes.  That's  one  of  the  risks  of  gath- 
ering news  in  the  Middle  East,  and 
Mizrahi  was  in  Iraq  interviewing  gov- 
ernment ministers  for  his  fortnightly 
business  newsletter,  MidEast  Report. 

The  newsletter,  started  in  New 
York  in  November  1967  to  report  on 
business  and  political  developments 
in  the  Middle  East,  has  had  its  share  of 
scoops.  In  1986,  for  example,  Mizrahi 
broke  the  story  that  Saudi  oil  minister 
Sheikh  Ahmed  Zaki  Yamani  would 
be  dismissed.  More  recently,  he  broke 
the  story  on  the  delivery  of  Silkworm 
missiles  to  Iran  by  China. 

He  declines  to  discuss  circulation 
figures  or  finances,  saying  only  that 
the  publication,  which  costs  subscrib- 
ers $345  a  year,  is  "quite  profitable." 
Newsletter  industry  sources  guess 
that  about  1,000  subscribers  regularly 
receive  the  MidEast  Report. 

What  got  him  started?  Mizrahi 
came  to  the  U.S.  in  May  1961,  after 
acquiring  a  law  and  political  science 
degree  at  the  Sorbonne  and  then 
working  for  several  Arab  publications 
owned  by  his  father  in  Beirut.  "I  knew 
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Petroleum  pundit  David  MizraJji 
"More  war.  unrest  and  tension.' 
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Perseverance 

makes  for  an  unusual  bank. 


Having  a  compliant  bank  can  have  short-term 
advantages  -  but  our  customers  are  aware  that 
honest  advice  and  a  professional  response  spell 
long-term  success. 

UBS -committed  to  excellence. 


;BS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago, 
Us  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 
BS  in  Canada:  Toronto,  Montreal,  Calgary.    Head  Office: 
nion  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 


Acey  Harper 


Faces 

Behind  the  Figures 


back  then  that  there  was  a  great  cul- 
tural gap  of  understanding  between 
the  U.S.  and  the  Middle  East,"  Miz- 
rahi  says.  "I  wanted  to  explain  the 
Middle  East  in  American  terms." 

How  does  Mizrahi,  an  Arab  Jew, 
gain  access  to  the  region's  Muslim 
movers  and  shakers?  "I  speak  fluent 
Arabic,  and  in  Beirut  I  studied  Arabic 
philosophy,  which  includes  Islam," 
he  says.  "I  share  an  affinity  with  their 
culture."  What's  in  store  for  the  Mid- 
dle East  during  the  rest  of  1988? 
"More  war,  unrest  and  tension,"  he 
says  sadly. — Pranay  Gupte 


Listening  to  the  natives 

If  it  ain't  broke,  don't  fix  it"  is  sup- 
posed to  be  one  of  the  iron  rules  of 
business.  Well,  Japanese-run  compa- 
nies in  the  U.S.  ain't  broke,  but  they 
better  get  fixed  anyway,  says  Kazuo 
Nomura.  The  former  president  of  Su- 
mitomo Electric's  U.S.  subsidiary, 
Nomura  left  the  ranks  of  Japan's  man- 
agement elite  just  over  one  year  ago 
and,  at  48,  is  now  an  adviser  at  the 
Boston  Consulting  Group. 

What's  got  to  be  fixed,  he  says,  is 
the  organizational  structure  of  Japa- 
nese immigrant  companies.  Nomura 
especially  faults  the  traditional  Japa- 
nese practice  of  filling  the  top  jobs 
with  Japanese  citizens  and  leaving  all 
key  decision  making  to  the  home  of- 
fice in  Japan. 

"This  worked  as  long  as  the  com- 
petitive advantage  existed  in  Japan," 
says  Nomura.  But  a  strong  yen,  cou- 
pled with  fierce  competition  from 
Asia's  newly  industrialized  countries, 
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Morton  Cooper,  jacketeer  to  the  Air  Force 
Into  the  wild  blue  yonder  ...  in  goatskin. 


Boston  ( onsu&tng's  Kazuo  Nomura 

Trust  the  Yankees,  or  lose  them. 


is  undercutting  the  market  share  posi- 
tions of  Japan's  products.  Case  in 
point:  Toyota's  widely  hailed  plant  in 
California,  a  joint  venture  with  GM, 
will  lose  maybe  $100  million  this 
year,  largely  because,  Nomura  says, 
Americans  aren't  buying  enough  of 
the  cars  that  Toyota  is  building  there. 

The  Japanese  will  need  superior 
consumer  marketing  to  maintain 
their  position  here,  Nomura  says,  and 
they  can't  get  that  with  the  orders  and 
executives  coming  from  Osaka.  His 
solution:  Americanization,  meaning  a 
local  staff  that  does  its  own  market 
research  and  has  decision  making 
powers.  "Japanese  subsidiaries  must 
learn  to  gather  information  from  cus- 
tomers instead  of  just  pushing  their 
technology,"  he  says.  "Acquisitions 
are  the  easiest  route  since  the  local 
management  is  already  in  place." 

Nomura  went  through  this  during 
his  days  at  Sumitomo  Electric.  He 
helped  start  the  U.S.  subsidiary  and 
set  up  two  plants  and  a  distribution 
center  here.  But  what  he  is  most 
proud  of  involved  persuading  Osaka 
to  allow  him  to  hire  an  American 
sales  force  and  working  to  make  En- 
glish the  language  of  the  Manhattan 
office. — Gale  Eisenstodt 


Top  goat 

Half  the  fun  of  being  an  Air  Force 
pilot  in  the  old  days  must  have 
been  wearing  those  leather  jackets. 
But  by  1943  the  Pentagon,  fearing  a 
leather  shortage,  stopped  issuing  the 
goatskin  and  horsehide  garments,  and 
they  became  collectors'  items.  Now? 
You  guessed  it.  One  Morton  Cooper  of 


Newark,  N.J.  has  begun  making  them 
again.  His  company,  Cooper  Sports- 
wear Manufacturing  Co.,  Inc.,  earlier 
this  year  landed  a  $5.3  million  con- 
tract to  supply  the  U.S.  Air  Force  with 
53,000  of  the  garments.  Conventional 
wisdom  has  it  that  Pentagon  contract- 
ing always  seems  to  involve  over- 
priced goods  delivered  late  and  prone 
to  quality-control  problems.  But  Coo- 
per, who  beat  out  perhaps  a  dozen 
competitors  to  win  the  contract, 
shipped  his  first  750  jackets  three 
months  ahead  of  schedule,  charging 
the  Air  Force  only  about  $98  for  jack- 
ets that  he  expects  to  market  to  civil- 
ians for  $275  to  $300  later  this  year. 
And  quality?  This  is  top  goat — im- 
ported, in  fact. 

"When  I  called  the  Tanners  Associ- 
ation in  Washington,  I  found  out  there 
weren't  enough  goats  in  the  U.S.," 
Cooper  says.  "Each  jacket  takes  3lA 
goatskins.  I  found  them  in  Tasmania, 
Nigeria  and  Pakistan,  and  a  few  in 
Texas,  too.  Then  I  had  to  get  an  ex- 
emption from  the  Defense  Depart- 
ment's buy-American  regulation." 

Cooper,  70,  whose  father  founded 
the  company  in  1910  and  made  rain- 
coats for  doughboys  in  the  Great  War, 
currently  makes  all  types  of  outdoor 
jackets  (sales  about  $25  million  last 
year).  In  recent  years  he's  closed  four 
factories  because  of  competing  im- 
ports, but  sales  now  look  strong.  He 
predicts  a  28%  gain  this  year.  "The 
old  fliers  who  gave  their  jackets  to 
their  sons,  they've  been  calling,"  Coo- 
per says.  "They  want  to  know  if  they 
can  get  one  from  us."  It  looks  as 
though  they'll  soon  be  able  to  do  just 
that— Robert  T.  Grieves 
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You're  running  out  of  excuses. 
And  feeling  more  than  a  little 
embarrassed.  How  can  you  expect 
to  make  the  big  league  if  you  don't 
even  have  the  right  equipment. 

You  need  an  AT&T  fax  machine. 
AT&T  offers  a  full  line  of  high-speed, 
highly  efficient  fax  machines 
backed  by  over  100  years  of  com- 
munications experience.  There's  no 
better  or  more  reliable  way  to  send 
or  receive  memos,  letters,  photos 
or  drawings  across  town,  across  the 
country  or  around  the  world. 
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The  AT&T  3520D. 
The  Versatile  Fax. 


An  AT&T  fax  is  a  critical  link  in 
your  communications  lifeline. 

Don't  gamble  with  the  future  of 
your  growing  business.  Call  your 
local  AT&T  Representative  now  at 
1  800  247-7000,  Ext.  622. 


Selected  products  available  at 
AT&T  Phone  Centers. 
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vertise in  this  upcoming  informa- 
tion industry  supplement — at  ROP 
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er advantages  like  free  reprints  for 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Bull  market  resuming?  Aided  by  a  steady  dollar  and  strong 
earnings  reports,  the  Dow  regained  more  lost  ground  over 
the  past  two  weeks  with  a  healthy  5.6%  advance.  The 
1 1 1 -point  two-week  increase  brought  the  Dow  to  its  high- 
est level  since  Meltdown  Monday.  The  overall  market,  as 
measured  by  the  Wilshire  index  of  5,700  stocks,  finished 
the  last  ten  trading  days  just  0.4%  below  a  Mar.  18 
postcrash  high. 


In  Tokyo  the  Nikkei  index  hit  an  alltime  peak.  In 
comparison,  the  U.S.  Dow  industrials  are  still  off  more 
than  23%  from  their  August  1987  high.  Are  U.S.  stocks 
bargains?  The  Wilshire  index  is  selling  at  16.5  times  latest 
12-month  earnings,  versus  a  precrash  P/E  of  23  and  a 
current  Nikkei  P/E  of  84.  But  before  the  bull  market  began 
in  August  of  1982,  the  Wilshire  multiple  was  a  much 
leaner  7.  U.S.  stocks  are  cheaper,  but  not  cheap. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.5 

1.6 

2.7 

1.7 

1.5 

1.7 

in  last  52  weeks. 

-8.8 

-8.3 

-10.6 

-8.3 

-11.1 

-11.4 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

1.9 

6.3 

4.3 

2.4 

2.3 

3.1 

1.0 

5.9 

2.6 

3.0 

1.9 

5.6 

in  last  52  weeks 

-3.3 

15.2 

12.6 

3.4 

-6.6 

-4.7 

-2.3 

19.2 

11.7 

3.1 

-1.0 

13.0 

'Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales. 
3A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4A  quantitative  evaluation  of  a  stock's 
growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  4/8/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Energy  stock  prices  rise  on  the  prospect  of  tighter  oil 
supplies.  News  that  OPEC  plans  to  discuss  production 
cuts  with  non-OPEC  producers  helped  the  energy  sector 
advance  6.9%  in  the  last  two  weeks.  Rowan  Cos.,  Halli- 
burton and  Dresser  Industries — all  oilfield  service  firms — 
posted  gains  of  12%  to  14%. 
The  second-best  performing  group  was  consumer  dura- 


bles, which  rose  5.5%.  A  brightening  sales  picture  for 
domestic  autos  helped  Ford  Motor  gain  1 1  %  and  General 
Motors  8.7%.  Goodyear  Tire  rose  9%,  while  Maytag, 
which  had  been  boosted  by  the  takeover  battle  surround- 
ing appliance-maker  Roper,  fell  8.6% .  Golden  West  Finan- 
cial and  Merchants  Bank  of  New  York  gained  18%,  but 
finance  stocks  lagged  the  market  with  a  1.7%  increase. 


/\/  Percent  change  in  last  52  weeks  O-O-  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


Energy  earnings  estimates  fell,  primarily  because  of  lower 
forecasts  for  natural  gas  pipeline  companies.  IBES  reports 
that  as  of  mid-March  the  average  1988  estimate  for  gas 


pipeline  firms  fell  over  10%.  Five  estimates  were  cut  in 
this  sector  for  every  one  that  was  raised.  The  1988  forecast 
for  energy  fell  1 .3%  in  the  past  four  weeks. 


Forecasting  the  Forbes  Saks  500 

Performance 
period 

Average 
earnings  per 

share          P/E 

«t  12  months 
B8  estimates 

$2.54          15.3 
3.52          11.1 
3.93          10.0 

Rank  based  on 
change  in  estimate               Sector 

Estimated  1988 
EPS             P/E 

%  change  in  1988  estimate 
in  2  weeks       in  4  weeks 

1                         Consumer  durables 

S3.94 

13.9 

1.53% 

2.37% 

2                         Raw  materials 

2.95 

11.7 

0.67 

1.61 

3                          Transportation 

2.44 

12.0 

0.63 

0.36 

4                         Capital  goods 

2.52 

15.3 

0.53 

0.68 

5                         Utilities 

2.44 

9.8 

0.00 

-0.54 

6                         Consumer  nondurables 

2.55 

13.3 

-0.04 

0.05 

Technology 

2.81 

11.8 

-0.07 

-0.15 

8                         Finance 

3.50 

7.8 

-0.69 

-1.77 

9                         Energy 

2.79 

14.1 

-0.78 

-1.28 

•       hted  consensus  estimates  from  over  2,000  security  analysts  Data  arc  compiled  and  updated  continually  by  the  Institutional  Brokers 
ich,  lone*  is.  Ryan   .1  New  York-based  brokerage  firm. 
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Get  OnThe  Fast  Track 

&Win! 

Venture,  the  magazine  for  entrepreneurial  business 

owners  and  investors,  is  the  odds  on  favorite  when  it 

comes  to  keeping  abreast  of  the  hottest  entrepreneurial 

opportunities.  It'll  get  you  on  the  fast  track  and  give 

you  the  inside  edge  staying  there.  And  when  you're  on 

the  fast  track,  you  know  that  every  advantage  you 

can  possibly  have  is  important. 


Subscribe  now 
and  we  will  send 
you  a  FREE  copy 
off  "The  15  Hottest 
Entrepreneurial 
Opportunities  off 
1988"— a  spe- 
cially prepared 
report  that  brings 
you  a  gold  mine  off 
ideas  on  just  the 
kind  off  exciting, 
high  return  ven- 
tures you  are  look- 
ing for.  We  think 
you'll  find  it 
fascinating! 


Venture 

The  Best  Advantage 
You  Can  Have. 


Venture  The  Winning  Ticket! 

□  YES,  I  want  to  join  the  winner's  circle.  Please  enter  my 
subscription  to  Venture  for  2  years — that's  24  issues  for 
just  $25.  And  send  me  a  FREE  copy  of  "The  15  Hottest 
Entrepreneurial  Opportunities  of  1988"  with  my 
subscription. 

□  1  prefer  one  year  for  $24. 
D  Payment  enclosed. 
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The  Funds 


"Clone"  funds  carry  a  popular  name.  But 
they  don't  always  share  their  successful 
parent's  manager  or  results. 


Son  of  Windsor 


By  Ruth  Simon 


T|  he  Vanguard  Windsor  Fund 
has  been  impressively  run  by 
Wellington  Management's  John 
Neff  for  24  years— impressively 
enough  to  have  attracted  $5.1  billion 
worth  of  customers.  But  Neff  and  Van- 
guard Chairman  John  Bogle  know  you 
can  have  too  much  of  a  good  thing. 
Winning  bets  on  small  companies 
don't  budge  a  billion-dollar  fund.  Also, 
Windsor  was  running  out  of  things  to 
buy,  confronted  as  it  was  with  a  federal 
limit  of  5%  on  how  much  of  a  compa- 
ny's stock  it  can  own.  So  Vanguard 
effectively  closed  Windsor  three  years 
ago  and  tapped  Barrow,  Hanley,  Me- 
whinney  &  Strauss  to  start  managing  a 
Windsor  II. 

Like  Hollywood  producers,  mutual 
fund  sponsors  have  tried  to  attract 
customers  with  new  versions  of  their 
biggest  hits.  The  results,  known  as 
"clone"  funds,  have  included  box  of- 
fice smashes  such  as  Windsor  II, 
Nicholas  II  and  Pioneer  Three.  But 
what's  the  advantage  of  the  clone  for 
the  investor? 

There  isn't  much,  if  the  manager  is 

the  same  and  the  style  is  the  same, 

says  Bogle.    "Presumably   the   same 

managci  would  like  the  same  stocks, 

buy  them  in  the  same  amount  and  get 

the  same  performance,"  he  says.  "I'd 

be  hard-pressed  to  understand  why  it 

would  make  any  sense"  to  have  two 

instead  of  one. 

What's  the  point  it  the  manager  is 

might  have  a  harder 

that,  but  salesman- 

i    )  factor.  Windsor  has  a 

and  calling  the  new 

rather  than  Barrow, 


li>lin  Seg.il 


Hanley,  Mewhinney  &  Strauss  Fund 
was  the  best  way  to  capitalize  on  it. 

Both  Windsor  Funds  buy  stocks 
with  low  P/E  ratios,  and  they  have  14 
common  holdings,  including  Boeing, 
Chrysler  and  IBM.  But  over  the  long 
haul  the  older  fund,  which  recently 
began  accepting  new  investments 
from  existing  shareholders,  has  done 
slightly  better,  with  an  average  annu- 


al return  of  15%  since  June  30,  1985, 
versus  13.6%  for  Windsor  n. 

In  investing,  as  in  theater,  it  pays  to 
look  beyond  the  original  review. 
Clone  funds  don't  always  have  the 
same  manager  or  strategy  as  their  par- 
ent. And  while  some  clones  have 
closely  tracked  or  even  outperformed 
the  original  fund,  others  have  not  held 
up  nearly  so  well.  "It's  really  a  mixed 
bag,"  says  Gerald  Perritt,  editor  of  the 
Mutual  Fund  Letter. 

A  member  of  Forbes'  honor  roll  for 
the  past  six  years,  the  Nicholas  Fund 
spawned  Nicholas  II  in  1983  and 
Nicholas  Limited  Edition  last  May. 
"As  assets  grew,  it  became  harder  and 
harder  to  make  stock  commitments 
meaningful,"  explains  Albert  Nicho- 
las, whose  $1.1  billion  Nicholas  Fund 
invests  in  small-  and  medium-capital- 
ization growth  stocks.  Solution:  Put 
more  small  stocks  in  one  fund,  large 
ones  in  another.  Although  such  favor- 
ites as  International  Dairy  Queen  and 
Foremost  Corp.  of  America  show  up 
in  all  three  portfolios,  the  newer  funds 
lean  more  to  small  companies.  Mar- 
ket weighting  also  varies:  On  Mar.  31, 
1987,  Nicholas  II  had  7%  of  its  assets 
in  cash,  versus  31%  for  Nicholas. 
Since  Nicholas  II  was  created  in  Octo- 
ber 1983,  it  is  up  an  average  18.5%, 
against  13.3%  for  Nicholas. 

"A  big  fund  is  like  a  riverboat.  You 
have  to  start  turning  it  before  you 
come  to  a  bend  in  the  river,"  explains 
Fidelity  portfolio  manager  George 
Vanderheiden,  who  manages  Destiny 
I  and,  since  1985,  Destiny  II.  "When  I 
was  first  starting  up  Destiny  II,  I  put 
100,000  shares  of  an  electronics  high- 
flier called  Miniscribe  into  big  Desti- 
ny and  about  2,000  into  little  Destiny. 
It  meant  [a  gain  of]  1  cent  per  share  in 
big  Destiny  and  about  15  cents  in  the 
little  fund."  Vanderheiden  now  puts 


Same  name,  different  game 

A  new  fund  can  pick  up  a  lot  of  marketing  pizzazz  from  its 
namesake.  But  performance  doesn't  rub  off  so  easily. 

famous 

Fund 

Assets2 
(  millions) 

Clone1 

12-month3          Assets2          12-month3 
total  return       (  millions)    total  return 

Vanguard  Explorer 

S262 

-8.2%                 $77 

-13.6% 

Fidelity  Destiny  I 

1,221 

-7.1                      45 

-5.9 

Nicholas 

1,029 

-*.5                    340 

-3.2 

Pioneer  II 

3,282 

-7.5                    531 

-11.0 

Templeton  Global  1 

236 

-10.7                    424 

-10.4 

Vanguard  Windsor 

4,565 

-5.2                 1,235 

-8.9 

'The  done  "i  Ptoneei 
the  numeral  11  to  ii 

II  is  Pioneer  Three  For  .ill  other  funds,  the  i  lone  takes  ihe  original  name  and  adds 
tsol  12/31/87      'Foi  period  ending  3/24/88        Source Lipper  Analytical  Sen-tees. 
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more  small  caps  such  as  Ply  Gem 
Industries  Inc.  in  Destiny  II  or  his 
even  smaller  Plymouth  Growth  Op- 
portunities fund.  The  result?  Destiny 
II's  average  annual  return  since  the 
end  of  1985,  34.1%,  compares  with 
14.8%  for  Destiny  I. 

Does  this  product  differentiation 
help  investors?  On  average,  not  a 
whit.  After  all,  the  weighted  average 
performance  of  three  funds  is  simply 


the  performance  that  the  manager 
would  have  had  by  combining  the 
three  into  one  big  fund.  But  splitting  a 
portfolio  into  three  piles  does  help  the 
manager.  It  gives  him  three  shots  at 
the  honor  roll. 

Not  all  clones  do  better  than  their 
parent,  however.  Pioneer  Three  lost 
1 1%  of  its  value  during  the  12  months 
ending  Mar.  24,  while  the  original 
Pioneer  Fund  was  off  just  3.7%  during 


that  same  period.  Pioneer  II,  mean- 
while, fell  7.5%.  Why  the  big  gap? 
Different  managers  and  radically  dif- 
ferent portfolios.  Pioneer  II,  for  in- 
stance, puts  10%  to  25%  of  its  assets 
in  foreign  securities,  while  Pioneer 
Three  invests  only  in  stocks  with  a 
market  cap  of  less  than  $750  million, 
which  lagged  the  market  last  year. 

Don't  pick  a  fund  by  its  name.  Look 
at  the  manager  and  at  the  portfolio.  ■ 


When  buying  a  fund,  pay  attention  to 
expense  ratios.  When  buying  a  closed-end, 
pay  particular  attention. 


Consider 
the  costs 


By  Jonathan  Clements 


Pfc  ERFORMANCE  MAY  BE  hard  tO 
"  predict  from  one  year  to  the 
next,  but  expense  ratios  do  at 
least  have  the  virtue  of  consistency.  If 
a  fund  ran  up  costs  equal  to  3%  of 
assets  last  year,  it  stands  a  good 
chance  of  costing  a  lot  of  money  this 
year,  too. 

The  admonition  to  consider  costs 
applies  doubly  to  closed-end  funds. 
After  all,  the  unhappy  owner  of  an 
open-end  can  always  vote  with  his 
feet.  But  a  closed-end  investor  can  get 
out  only  by  selling  to  someone  else 
who  faces  the  same  drag  on  perfor- 
mance. So  a  high-cost  fund, 
even  at  a  discount,  may  be  no 
bargain.  "That  assumes  there's 
no  value  added  by  management, 
which  is  a  safe  assumption  in 
most  cases,"  says  Miami-based 
closed-end  expert  Thomas 
Herzfeld. 

Case  in  point:  Sterling  Capi- 
tal, a  onetime  Value  Line  fund 
,  now  76%  owned  by  insiders 
who  have  awarded  themselves 
nice  salaries.  Last  year  the  five 
officers  of  this  $  1 7  million  fund 
;  received  $627,000,  or  3%  of  av- 
erage net  assets.  They  ran  up 
other  bills  that  brought  total  ex- 
penses to  5.7%  of  assets.  Does 


its  performance  justify  such  costs? 
Hardly.  Over  the  five  years  through 
last  December  the  fund  delivered  an 
average  11%  a  year  in  total  return, 
against  the  market's  16.4%.  The  fund 
is  currently  trading  at  a  15%  discount 
to  its  most  recently  reported  $6.80  net 
asset  value. 

Barry  Ziskin's  Z-Seven  Fund  is  an- 
other closed-end  with  an  eye-opening 
expense  ratio,  4.6%  in  1986  and  3.2% 
last  year.  One  contributor  to  costs  is 
an  unusually  high  1.25%  manage- 
ment fee  to  Ziskin's  advisory  firm. 
That  base  fee  is  raised  by  a  perfor- 
mance bonus  (or  debit)  when  the  fund 
beats  (or  trails)  the  market  averages  by 


Better  shop  around 


Some  closed-end  funds  are  no  bargain  when 
you  look  at  their  overhead.  Here,  four  of  the 
highest  cost  and  two  of  the  most  efficient. 


Fund 


Net  assets 
(Smillions) 


Expense 


Sterling  Capital  Corp 


$17 


5.74% 


Taiwan  Fund 


46 


3.75 


Morgan  Grenfell  SmallCap 


43 


3.57 


Z-Seven  Fund 


22 


3.22 


Lehman  Corp 


778 


0.44 


ASA  Limited 


550 


0.24 


1  Management  fee  and  other  expenses,  excluding  interest, 
divided  by  average  net  assets. 

Source:  Thomas  J  Herzfeld  Advisors 


10%.  Ziskin  and  colleagues  pulled  in 
$643,000,  or  3%  of  average  net  assets, 
for  excellent  performance  in  1986,  but 
only  $394,000  last  year,  when  they 
underperformed  the  market  by 
around  6  points. 

Most  published  expense  ratios  in- 
clude interest  payments,  but  in  the 
table  below  such  costs  are  deducted 
on  the  assumption  that,  unlike  other 
expenses,  interest  costs  can  be  re- 
couped in  higher  returns.  But  such 
interest  payments  still  warrant  close 
scrutiny.  Take  the  Morgan  Grenfell 
SmallCap  Fund,  with  a  3.6%  expense 
ratio.  Another  0.7%  pinch  came  from 
interest  on  a  $3.4  million  loan  owed 
to  Morgan  Grenfell  for  underwriting 
the  issue.  The  loan  earned  Morgan 
Grenfell  10%  last  year.  Meanwhile, 
holders  of  the  SmallCap  Fund  enjoyed 
a  total  return  of  -19.7%,  25  points 
worse  than  the  S&.P  500  average. 

Interest  payments  also  loom  large 
at  Engex,  managed  and  partly  owned 
by  D.H.  Blair  &  Co.'s  Morton  Davis, 
an  underwriter  of  junky  new  stock 
issues.  As  of  Sept.  30,  1987,  Engex 
reported  net  assets  of  $17.1  million 
and  an  expense  ratio  of  2%,  plus  inter- 
est costs  that  brought  the  total  ex- 
penses to  6.7%.  Though  Engex'  net 
asset  value  fell  44%  during  the  mar- 
ket crash,  investors  did  get  one  unex- 
pected windfall  during  the  1987  fiscal 
year.  The  SEC  forced  D.H.  Blair  to 
return  $157,000  to  the  fund  to  com- 
pensate it  for  four  Blair  underwritings 
illegally  purchased  for  the  En- 
gex portfolio. 

It's  no  surprise  to  learn  that 
two  of  the  lowest-overhead 
funds,  ASA  Limited  and  Leh- 
man Corp.,  both  have  a  lot  of 
assets  over  which  to  spread 
costs  and  both  predate  the  man- 
agement fee  inflation  of  the 
1980s.  ASA  is  trading  at  an  at- 
tractive 19.7%  discount,  but  it 
invests  predominantly  in  South 
African  gold  stocks,  currently 
out  of  favor  with  U.S.  investors. 
Lehman,  on  the  other  hand,  has 
no  geopolitical  problems,  so  its 
13.8%  discount  and  low  over- 
head may  be  more  appealing.  ■ 
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The  time  to  invest  in  a 
great  company  is  before  it's 
a  great  company. 


Big,  well-established  companies  may  be 
sound  investments. 

But  often  they  don't  yield  the  kind  of 
returns  an  aggressive  investor  looks  for. 
Their  very  size  and  success  limits  their 
growth. 

That's  why  so  many  investors  who  seek 
higher  returns  find  the  stocks  offered  by 
The  Stuart-James  Company  attractive. 

You  see,  we  specialize  in  young,  entrepre 
neurial  companies  that,  in  our  judgment, 
offer  extraordinary  growth  opportunities. 

Now,  it  goes  without  saying  that  where 
the  opportunities  for  rewards  are  so  great, 
there's  higher  risk.  But  when  one  of  these 
companies  does  succeed,  the  upside  poten- 
tial is  virtually  unlimited. 

It  happens  more  than  you  think. 

One  recent  study  showed  that  in  the  last 
13  years,  when  the  stocks  in  the  Standard  & 
Poor's  500  appreciated  260%,  the  entrepre- 
neurial companies  in  the  Venture  Capital 
100  index  went  up  1632%* 

What's  more,  at  Stuart-James,  we  can 
enhance  your  prospects  considerably.  Each 
company  we  recommend  is  researched 
exhaustively:  Only  one  company  in  fifty 
survives  our  scrutiny. 

Obviously,  aggressive  investments  like 
these  shouldn't  make  up  anybody's  entire 
portfolio.  But  they  do  belong  in  a  diversi- 
fied investment  program. 

Because  after  all,  the  greatest  rewards 
don't  come  from  investing  in  today's  great 
companies. 

But  from  investing  in  tomorrow's. 

Contact  any  of  our  local  offices  (there  are 
over  50).  Or:  The  Stuart-James  Company, 
805  Third  Avenue,  New  York,  NY  10022. 
l-(800)-227-U61.  In  NY  State  l-(800)-631-5477. 

■Source  Venture  Capital  Journal.  Wellesley  Hills.  MA  Study  was  not  ol  slocks 
recommended  by  Stuart  James  and.  is  no  guarantee  ot  future  per tormance 
ffi  1988  Ihe  Stuart  James  Co.  Inc  Member  NASD  &  SIPC 

Stuart-James  Co.,Investments. 

High  risk,  high  rewards. 


Capital  Markets 


MONEY  &  INVESTMENTS 


Everyone's  clamoring  for  foreign  bonds, 
which  means  that  the  best  buys  may  be 
right  at  home — in  long  Treasurys. 

WHAT  GOES  UP 


By  Ben  Weberman 


Since  Oct.  19  stocks  are  very  passe 
in  the  retail  brokerage  business.  But 
customers  don't  want  to  settle  for 
8.5%  on  Treasury  bonds.  So  they're 
gobbling  up  foreign-currency  bond 
funds,  thinking  these  combine  high 
yield,  high  quality  and  low  risk. 
Nonsense. 

Bonds  are  almost  as  volatile  as 
equities,  and  foreign  bonds  are  more 
volatile.  Look  at  how  well  they  did 
last  year — ranging  from  8.2%  to 
47%  in  total  return  for  a  U.S.  inves- 
tor, depending  on  the  country. 
That's  how  much  they  could  lose  in 
a  bad  year.  Low  risk?  Nonsense. 

Foreign  bond  funds,  however,  are 
the  current  darlings  of  the  market, 
because  of  the  usual  massive  mis- 
judgment  that  projects  recent  past 
experience  into  future  prospects. 

Last  year  the  dollar  fell  an  average 
14.7%  against  other  currencies,  ac- 
cording to  a  trade-weighted  index 
kept  by  Morgan  Guaranty.  That 
translates  into  a  17.2%  gain  for  a 
similarly  weighted  fund  of  foreign 
bonds,  over  and  above  the  returns 
delivered  by  the  bonds  in  their  own 
currencies. 

But  what  does  that  tell  us  about 
the  likely  return  in  1988?  Next  to 
nothing.  Indeed,  the  very  superior- 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


ity  of  foreign  bonds  last  year  may  be 
a  harbinger  of  poor  returns  this  year. 
What  if  the  dollar  has  bottomed? 
Then  total  return  over  the  next  few 
years  will  be  not  enhanced  but  re- 
duced, perhaps  sharply,  by  investing 
abroad.  Don't  count  on  a  further  5% 
to  10%  depreciation  of  the  dollar 
just  because  that's  what  the  sales- 
man predicts. 

Here's  how  it  worked  last  year. 
The  local  currency  total  return  of 
ten-year  West  German  government 
bonds  was  2.6%;  Japanese,  10.7%; 
U.K.,  15.6%;  Australian,  17.2%; 
and  New  Zealand,  22.3%.  U.S. 
Treasury  bonds  with  a  nine-year 
maturity:  a  total  return  of  1.9%. 

And  how  were  the  returns  for  U.S. 
dollar  investors  buying  abroad? 
Much  better  than  the  returns  for  the 
local  buyers.  On  German  bonds,  a 
U.S.  investor  got  a  total  perfor- 
mance of  25.7%  in  1987;  on  Japa- 
nese bonds,  44.7%.  Indeed,  over  the 
past  three  years  foreign  bonds 
would  have  been  a  better  buy  for 
U.S.  investors  than  Treasurys,  not- 
withstanding the  fact  that  Trea- 
surys did  very  well  in  1985  and 
1986.  The  reason  is  simply  that  the 
dollar  peaked  in  early  1985  and  has 
been  falling  almost  without  inter- 
ruption since. 

Is  this  history  a  reason  to  buy  the 
market  now?  I  don't  think  so.  In 
fact,  it  is  a  good  reason  to  avoid 
exposure  to  nondollar  debt  issues. 
The  public  evidently  is  of  a  different 
opinion.  How  else  would  it  have 
been  possible  to  market  $9.6  billion 
of  closed-end  funds  holding  nondol- 
lar bonds  in  the  last  year? 

These  funds  are  hinting  at  returns 
of  1 1%  or  more  for  the  coming  year, 
at  a  time  when  U.S.  Treasurys  are 
yielding  less  than  9%  to  maturity. 


For  a  different  perspective,  turn  to 
Larry  Biehl,  director  of  the  San  Ma- 
teo, Calif,  financial  advisory  firm 
Bailard,  Biehl  &  Kaiser.  Biehl  says 
interest  rates  will  climb  a  bit  in  the 
period  immediately  ahead,  perhaps 
into  summer.  But  after  that,  slug- 
gish economic  forces  will  take  over, 
and  interest  rates  will  start  to  de- 
cline, not  ending  until  long  Trea- 
sury rates  drop  to  6%  or  less. 

"Inflation  is  a  nonissue,"  he  says. 
"Unemployment  is  not  so  low  as  to 
touch  off  wage-push  pressures.  Of- 
fice vacancies  are  close  to  20%  na- 
tionally." The  Fed  can't  tighten  ex- 
cept for  very  brief  periods  without 
running  the  risk  of  pushing  troubled 
financial  institutions  over  the  edge, 
Biehl  says. 

What  about  foreign  bonds?  They 
may  do  fairly  well  for  local  inves- 
tors, but  U.S.  investors  will  see 
their  returns  eaten  away  by  a 
strengthening  dollar.  Over  the  next 
four  years,  Biehl  says,  U.S.  Trea- 
surys should  return  an  aftertax 
8.3%  a  year  (for  someone  in  the 
30%  bracket),  while  international 
bonds  will  generate  only  2.3%. 

If  you  buy  this  outlook,  purchase 
long-term  Treasurys  rather  than 
municipals  or  corporates.  They 
have  liquidity  and  protection  from 
early  redemption. 

And  if  you  want  some  foreign  ex- 
posure for  the  sake  of  currency  di- 
versification— Biehl's  clients  are 
told  to  put  up  to  7%  in  foreign 
bonds — avoid  Japanese  bonds,  the 
ones  that  did  second  best  last  year. 
Consider  ten-year  Canadian, 
French,  British  and  Australian  gov- 
ernment issues,  in  that  order. 
Yields,  in  local  currencies:  Canadi- 
an, 9.7%;  French,  9.3%;  U.K.,  9%; 
and  Australian,  12% .  But  remember 
that  the  Australian  currency  his- 
torically has  been  the  weakest  of 
this  group. 

Jay  Loftus,  a  trader  at  Merrill 
Lynch,  reports  that  demand  for  non- 
dollar bonds  so  far  this  year  is  run- 
ning about  50%  higher  than  in 
1987.  The  firm  takes  orders  for  as 
little  as  10,000  units  of  the  local 
currency  (1  million  in  the  case  of 
Japan).  In  U.S.  money,  that's  $6,600 
for  New  Zealand  issues,  $8,500  for 
Japanese  and  $18,600  for  U.K. 
bonds.  Besides  commissions  and 
markups,  there  could  be  fees  for 
holding  the  bonds,  collecting  inter- 
est and  converting  the  proceeds  to 
dollars.  Unless  you  have  a  really 
large  sum  to  invest,  buy  an  interna- 
tional fund  instead.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


October  scared  small  investors,  but  it's 
megamanagers  who  are  being  blamed. 

BUSINESS  AS 
USUAL,  MOSTLY 


By  Susan  Lee 


Hardly  a  week  goes  by  without  the 
trade  and  regular  press  jawing  about 
the  big  chunks  of  money  leaving  the 
stock  market.  According  to  these 
reports,  not  only  has  last  October's 
washout  frightened  money  manag- 
ers into  dumping  stocks  for  bonds 
and  cash,  but  disillusionment  with 
hedging  and  arbitrage  strategies  has 
caused  billions  of  dollars  to  be 
yanked  out  of  the  futures  and  op- 
tions markets. 

These  reports  are  only  partly 
right.  Yes,  there  is  less  action  in 
equities  and  lots  less  action  in  the 
derivative  securities  markets.  But 
it's  the  smaller  investor  who  is  stay- 
ing away;  the  big  money  players 
have  been  hanging  in. 

And  1  mean  big,  big  money.  Con- 
sider the  backbone  of  the  institu- 
tional investment  industry:  pension 
plan  funds.  These  funds  now  have 
well  over  $1  trillion  in  assets,  with 
anywhere  from  40%  to  60%  of  that 
allocated  to  equities.  Frederick 
Zuckermaa  who  oversees  Chrys- 
ler's $3-bilhon-plus  pension  plan, 
"The  main  reason  the  stock 
market  has  done  js  well  as  it  has 
since  October  is  that  the  pension 
idn't  sell." 

Nol  ''dn't  the  big  players 

.•  ■■    of   hmus 


sell  on  balance,  in  many  cases  they 
are  still  using  the  hedging  strategies 
and  other  techniques  that  involve 
the  derivative  securities  markets. 
Observes  one  pension  fund  sponsor 
flatly,  "I  have  not  heard  of  any  pen- 
sion money  coming  out  of  the  deriv- 
ative markets — it's  just  too  impor- 
tant to  the  way  large  portfolios  carry 
out  investment  strategies." 

Ralph  Tate  of  Aetna  Life's  retire- 
ment fund  has  a  typical  post-Octo- 
ber attitude.  Tate  runs  a  $2.2  billion 
portfolio.  He  still  does  some  portfo- 
lio insurance  and  is  still  using  index 
futures.  "I  don't  think  hedging  and 
derivative  strategies  are  unreli- 
able," he  says.  "They  are  just  imper- 
fect; but  then,  so  is  everything." 

Of  course,  the  most  imperfect 
strategy  turned  out  to  be  portfolio 
insurance.  But  many  of  the  very  big 
pension  plans  never  used  it  in  the 
first  place — such  as  AT&T's  $27 
billion  fund  and  California's  Public 
Employees'  Retirement  System's 
$44  billion.  Both  David  Feldman  of 
AT&T  and  Greta  Marshall  of  Cali- 
fornia's PERS  have  always  argued 
that  portfolio  insurance  is  too  ex- 
pensive— the  transactions  costs  are 
too  high — for  long-term  investors. 

Many  of  these  big  players  agree 
with  Jack  Meyer  of  the  Rockefeller 
Foundation,  who  says  that  a  better 
alternative  to  portfolio  insurance  is 
to  allocate  assets  correctly  in  the 
first  place.  Tactical  asset  allocation 
is  nothing  more  than  a  trendy  name 
for  market  timing.  The  difference 
between  old-fashioned  market  tim- 
ing and  asset  allocation  is  simply 
this  Instead  of  changing  your  port- 
folio as  your  view  of  the  market 
changes,  you  hedge  with  futures. 
Thus,  if  you  turn  bearish,  instead  of 
frantically  selling  stocks,  you  hold 


them  and  buy  bond  futures  or — if 
you  prefer — short  stock  futures. 

Portfolio  insurance  is  a  passive 
and  reactive  strategy,  but  asset  allo- 
cation is  active,  requiring  judg- 
ments. And  quick,  cheap  action  on 
those  judgments  requires  the  fu- 
tures market.  Greta  Marshall,  who 
has  41%  of  the  California  pension 
fund  in  equities,  is  a  player  in  the 
futures  market,  buying  when  she 
feels  futures  are  undervalued  rela- 
tive to  equities.  And  Jack  Meyer, 
who  runs  a  portion  of  the  $1.7  bil- 
lion Rockfeller  Foundation  in  an  as- 
set allocation  program,  uses  futures 
for  his  strategy.  Meyer,  like  most 
asset  allocators,  is  roughly  neutral 
on  the  stock  market,  which  means 
that  he  has  55%  in  stocks. 

As  for  index  arbitrage,  those  play- 
ers who  were  doing  it  before  the 
October  debacle  continue  to  do  it. 
Meyer,  for  instance,  is  still  up  for 
index  arbitrage.  He  does,  however, 
point  out  that  it's  more  expensive  to 
trade  futures  now  because  the  de- 
creased liquidity  in  the  market  has 
meant  larger  spreads.  He  pooh- 
poohs  charges  that  derivative  in- 
struments mess  up  the  market:  He 
says:  "I  don't  think  the  decline  in 
either  portfolio  insurance  or  index 
arbitrage  has  anything  to  do  with 
the  level  of  the  market.  Portfolio 
insurance  can  affect  the  market 
only  over  the  short  term  because  of 
the  snowballing  effect,  and  index 
arbitrage  is  strictly  price  neutral.  It 
is  a  price  messenger." 

In  other  words,  aside  from  less 
portfolio  insurance,  the  big  pension 
plans  are  still  in  the  stock  and  the 
derivative  markets.  In  fact,  as  long 
as  these  megaplayers  are  in  the  cash 
market,  they  are  going  to  be  playing 
in  the  derivative  markets. 

Why,  then,  is  action  on  the  cash 
and  derivative  markets  languish- 
ing? Because  the  individual  investor 
has  evaporated.  Charles  Schwab  & 
Co.,  for  example,  reports  that  trad- 
ing volume  is  down  more  than  25% 
over  last  year.  Their  customers 
were  net  buyers  October  to  January, 
but  then  they  became  net  sellers. 
And  that  includes  Schwab's  option 
business,  which  has  been  limp.  Dit- 
to for  Shearson  Lehman  Hutton. 
Shearson's  equity  business  has  fall- 
en from  55%  of  revenues  last  year  to 
40%  this  year,  and  their  option  trad- 
ing is  down  over  50%.  "We  find 
enormous  disenchantment  from  re- 
tail customers  with  the  derivative 
markets,"  says  Wick  Simmons  of 
Shearson.  ■ 
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Power  Users 


And  for  those  who  want  to  be 


The  most  complete  set  of 
financial  templates  ever  assem- 
bled is  now  available  from 
CFQ  Magazine  on  Polaroid 
DataRescue™  diskettes. 

From  sophisticated  models 
for  deciding  whether  to  lease 
or  purchase,  to  programs  com- 
paring banking  costs ,  CFQ 
Magazine  takes  you  step  by 
step  through  the  world  of  finan- 
cial analysis  with  easy-to-read 
charts  and  clearly 
written  text. 

Available  in  printed 
form  or  on  5}4"  double- 
sized,  double- density 
Polaroid  DataRescue 


diskettes,  for  IBM  PC  and 
compatibles  running  MS-DOS 
or  PC-DOS  formats. 

We've  chosen  Polaroid 
DataRescue  diskettes  as  the 
best  vehicle  for  delivering 
"Spreadsheets."  If  damaged, 
only  Polaroid  DataRescue  disk- 
ettes guarantee  free  replace- 
ment of  your  diskette  and, 
in  most  cases,  the 
data  on  it. 


SPREADSHEETS  1987 
NOW  AVAILABLE 


LEASE  VS  PURCHASE 

SETTING  CORPORATE  FINANCIAL  GOALS 

FORECASTING  CASH  FLOW 

MANAGING  CASH  FLOW 

BREAKEVEN  ANALYSIS 

CREDIT  SCREENING 

REVISING  TAX  DEPRECIATION  SCHEDULES 

BASIC  BUDGETING 

ANALYZING  TRADE  CREDIT 

KEY  PERSON  INSURANCE 

CALCULATING  THE  ALTERNATIVE 
MINIMUM  TAX 

CALCULATING  REAL  PROPERTY 
DEPRECIATION 


§  Polaroid  BSSSS"' 


To  receive  your  copy,  send 
a  check  or  money  order  to: 

CFQ  Magazine 

268  Summer  Street 
Boston,  MA  02210 
Attn:  Julie  Parker 

™DataRescue  diskettes  is  a  trademark  of 
Polaroid  Corporation. 
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Company, 
Address_ 


□  1985  Book        $22.95 

□  1985  Diskette  564.95 


□  1985  Both 

□  1986  Book 


579.95 
$22.95 


1986  Diskette  564.95 


City. 


State. 


Zip, 


□  1986  Both 
n  1987  Book 


579.95 
$22.95 


L. 


When  ordering  the  diskettes, 
please  indicate  the  spreadsheet  you  use. 

□  Lotus  1-2-3        H  Lotus  Symphony 
□  VisiCalc        Z  SuperCalc 

3>x/i"  diskettes.     □  Microsoft  Excel 
□  Microsoft  Excel  (Macintosh) 


□  1987  Diskette  564.95 


1987  Both 


$79.95 
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The  Contrarian 


MONEY  &  INVESTMENTS 


The  charts  of  1930  and  1988  look  eerily 
alike;  there's  less  to  it  than  meets  the  eye. 


HORROR  STORIES 


By  David  Dreman 


Market  savants  and  publications  are 
presenting  charts  showing  the 
breathtaking  similarity  of  the  mar- 
ket postcrash  with  that  of  1929-30. 
Back  then  the  market  rallied  smart- 
ly after  the  debacle  before  beginning 
a  free-fall  in  the  spring  of  1930.  Will 
history  repeat  itself  58  years  later? 

The  similarities  are  obvious.  The 
major  averages  have  moved  up  20% 
from  the  Oct.  19  bottom  and  since 
have  skidded  lower,  again  in  a  man- 
ner similar  to  early  1930.  But  don't 
get  carried  away:  A  chart,  unlike  a 
picture,  is  not  always  worth  a  thou- 
sand words;  sometimes  it  is  just 
downright  misleading. 

The  economic  and  investment 
fundamentals  of  1988  are  worlds 
apart  from  those  of  1930.  Back  then 
economic  and  financial  conditions 
were  beginning  to  blow  apart,  as  the 
worst  depression  in  the  nation's  his- 
tory rapidly  approached. 

It  would  be  hard  for  even  the  most 
fervent  gloom-and-doomer  to  argue 
that  this  is  happening  today.  The 
economy  is  rolling  along  at  a  rate 
above  most  estimates  precrash  and 
sharply  above  the  recession  levels 
projected   in  the  weeks  following 

-    <nagtng  eUnctor  of 
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Oct.  19.  The  trade  deficit,  the  most 
critical  problem  of  recent  years,  is 
finally  showing  signs  of  coming  un- 
der control,  while  the  consumer 
who  in  sheer  terror  was  supposed  to 
burrow  deep  into  the  woodwork  is 
very  much  alive  and  well,  if  not  on  a 
spending  spree.  Auto  sales  are  well 
above  forecast,  while  retail  sales  are 
holding  their  own.  Industrial  pro- 
duction is  at  a  very  healthy  83%  of 
capacity,  while  unemployment  has 
reached  its  lowest  level  in  nine 
years.  Employment  itself  has  risen 
by  millions.  Add  to  this,  negligible 
inflation  and  interest  rates  that  near 
term  are  likely  to  remain  stable  or 
decline.  This  economy  is  not  even 
close  to  playing  dead. 

Ironically,  it  is  the  very  strength 
of  the  economy  that  caused  the  re- 
cent market  weakness.  Conditions 
are  so  good  that  some  experts  be- 
lieve higher  imports  will  cause  a 
falling  dollar,  while  rising  inflation 
will  send  interest  rates  higher.  The 
market  is  dropping  because  of  the 
fear  of  a  business  boom.  The  logic  is 
a  catch  22.  Experts  advise  selling 
because  they  fear  rapid  business  ex- 
pansion— forgetting  that  it  wasn't 
expansion  but  contraction  that  lay 
behind  the  1930s  market  debacle. 

Today?  Stock  fundamentals  are 
encouraging.  Earnings  of  the  S&P 
500  were  up  close  to  20%  last  year, 
the  largest  gain  in  the  six  years 
since  the  bull  market  began.  With 
the  strong  economy  and  accelerat- 
ing export  sales,  S&P  earnings 
should  rise  15%  to  20%  in  1988. 
The  P/E  of  the  S&P  500  on  1988's 
estimate  is  a  little  over  12  times 
earnings,  down  sharply  from  the  20 
times  earnings  of  last  August  and 
September  and  below  the  long-term 
average  of  15  to  16.  Takeover  activi- 


ty in  dozens  of  major  companies 
also  indicates  there  is  significant 
undervaluation  of  a  large  number  of 
blue-chip  companies.  Federated  De- 
partment Stores  (recommended  in 
this  column  on  June  1,  1987),  for 
example,  was  33  just  prior  to  the 
offer  from  Canadian-based  Cam- 
peau  Corp.  After  the  bidding  war 
with  Macy's,  the  stock  more  than 
doubled,  to  76. 

This  is  a  nervous  market,  but  the 
underlying  fundamentals  of  the  two 
periods  are  diametrically  opposite. 

Does  this  mean  you  should  be 
totally  in  equities?  No.  We  are  bare- 
ly six  months  past  the  most  devas- 
tating crash  in  American  history. 
Many  investors,  including  pros,  are 
still  badly  shaken.  It's  likely  we  will 
have  a  rough  market,  one  that  will 
head  higher  but  will  take  some  gut- 
wrenching  knocks  along  the  way. 

Hold  about  55%  of  your  portfolio 
in  stocks,  with  the  remaining  45% 
in  bonds  and  money  market  funds. 
Keep  your  bond  maturities  short — 
under  three  years — and  the  quality 
high.  Interest  rates  are  low,  so  mov- 
ing out  to  long  maturities  to  try  to 
add  about  1%  to  yield  is  dangerous 
at  this  stage.  If  rates  rise,  as  they 
easily  could  next  year,  holders  of 
long  bonds  will  take  a  beating. 

Stay  in  quality  stocks.  There  is 
plenty  of  value  out  there  again.  Four 
stocks  I  would  look  at  here: 

Hospital  Corp.  of  America  (33)  is 
down  40%  from  its  12-month  high. 
The  company's  recent  reorganiza- 
tion should  result  in  10%  to  15% 
growth  over  the  next  few  years.  It 
yields  2.3%. 

AT  mart  (36)  is  the  second-largest 
multinational  retailer.  The  compa- 
ny has  spent  considerable  effort 
revamping  operations.  Earnings 
should  be  up  10%  this  year,  with  a 
similar  gain  likely  in  1989.  K  mart 
trades  at  a  P/E  of  1 1  and  yields  3.5.% 

May  Department  Stores  (35)  is  a  rap- 
idly growing  department  store 
chain.  It  has  made  good  progress 
assimilating  Associated  Dry  Goods, 
which  it  acquired  in  late  1986.  Earn- 
ings were  up  19%  last  year  and 
should  be  up  15%  or  more  in  1988. 
The  company  trades  at  a  P/E  of  12 
and  yields  3.7%. 

Sit  Paul  (43)  is  a  major  property/ 
casualty  insurer.  Earnings  moved 
up  sharply  with  the  improving  cycle 
and  should  be  up  again  in  1988.  St. 
Paul  yields  4.6%,  with  a  dividend 
hike  likely  later  this  year.  The  stock 
trades  at  a  P/E  of  6,  less  than  half  the 
multiple  of  the  market.  ■ 
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"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
;ents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 

f  at  they  said  about  the  first  printing. 

[  ist  read  your  book,  and  it  was  delicious.  I  ate  it." 
Ann  Landers,  Daily  News,  New  York 

f-  w  have  we  done  so  well  for  so  long  without  it? 
\  i  little  book  is  witty,  wise,  serene,  sometimes 
1 3T  and  at  other  times  tipsy;  but  always  great, 
Sific,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

I !  read  it  and  I  recommend  it  to  you  uncondi- 
(  ally.  It  is  a  terrific  book,  with  a  thousand  things 
f  you'll  want  to  repeat  and  memorize  . . ." 
Barry  Gray,  Radio  Station  WMCA,  New  York 

V  s  unlikely ,  though  possible,  that  students  at  the 
*  uton  and  Harvard  Business  Schools  will  wander 
V'Ugh  the  quad  with  this  little  green  book  open, 
i  norizing  Forbes  capitalistic  pearls.  On  the  other 
2d  maybe  they  should." 

John  Weisman,  Los  Angeles  Times 


Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

A  dinner  of  fortune  cookies" 
— Newsday 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 
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(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  95<t  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


Name 


(please  print) 


Address 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 

Forbes 

60  Fifth  Avenue 

New  York,  NY  10011 
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Stock  Trends 


MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


The  Dow  is  up,  first-quarter  GNP  growth 
was  strong  and  analysts  are  revising 
company  earnings  estimates  upward. 

NOT  TO  WORRIES 


three  months  of  the  year  and  actual- 
ly rose  fractionally  vis-a-vis  the 
mark,  pound  and  even  the  yen. 
While  the  greenback  may  resume 
its  downward  trend  as  the  year 
wears  on  if  the  trade  and  budget 
deficits  show  less  improvement 
than  expected,  the  amount  and  rate 
of  change  are  not  likely  to  frighten 
the  Fed  into  any  serious  tightening 
of  the  money  supply.  Particularly 
this  election  year.  Interest  rates  as 
far  ahead  as  six-month  eyes  can  see 
look  fixed  around  their  current  lev- 
els— give  or  take  50  basis  points. 

Although  interest  rates  may  be 
little  changed  over  the  next  couple 
of  quarters,  by  the  end  of  the  year 
the  Fed  could  become  somewhat 
less  accommodative.  Only  some- 
what, however.  In  early  1989  our 
central  bankers  could  be  looking  at 
the  very  real  possibility  of  a  reces- 
sion and,  therefore,  are  likely  to 
merely  trickle,  not  throw,  cold  wa- 
ter on  what  by  then  may  be  a  burn- 
ing-out economic  expansion. 

Of  all  the  statistics  coming  out  of 
Washington,  the  most  worrisome  to 
stock  market  forecasters  and  strate- 
gists have  to  be  those  related  to  in- 
flation. The  present  high  level  of 
industrial  capacity  utilization,  cou- 
pled with  lower  unemployment 
rates,  suggest  that  inflation  should 
be  rising  more  rapidly  than  is  cur- 
rently the  case.  In  addition,  the 
aforementioned  decline  in  the  dol- 
lar has  raised  the  prices  of  most 
imported  goods,  allowing  domestic 
manufacturers  to  raise  the  prices  of 
many  of  their  products,  as  a  result  of 
less  pressure  from  overseas  compe- 
tition. Furthermore,  both  consumer 
confidence  and  spending  remain 
high  and  show  few  signs  of  abating. 

Why,  then,  is  inflation  not  a  prob- 


So  what  if  the  DJI  was  up  only  a 
measly  2% -plus  for  the  first  quar- 
ter? At  least  it  wasn't  down  the  10% 
to  15%  many  experts  had  been  pre- 
dicting. What's  more,  the  broader 
indexes  were  up  better  than  5%  on 
average,  with  Nasdaq  and  Value 
Line  showing  gains  of  over  13%. 
And  investors  who  were  lucky 
enough  to  hold  stocks  in  companies 
that  were  merged  or  acquired  during 
the  January-March  corporate  mat- 
ing season  counted  even  larger  per- 
centage increases  in  their  portfolios. 
Worry  that  interest  in  equities 
would  die  as  a  result  of  October's 
crash  proved  not  only  premature 
but  presumptuous  and  plumb 
wrong.  The  stock  market  is  very 
much  alive  and  lively,  if  your  tim- 
ing is  right  and/or  you  happen  to  be 
standing  under  a  money  tree  when 
takeover  lightning  strikes. 

Fears  that  interest  rates  would 
rise  as  a  result  of  the  decline  in  the 
dollar,  putting  pressure  on  the  Fed- 
eral Reserve  to  stop  a  threatened 
exodus  of  foreign  funds  invested  in 
U.S.  debt  instruments  (or  an  avoid- 
ance of  new  commitments  in  same), 
failed  to  materialize.  The  dollar 
managed  to  stabilize  during  the  first 
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lem,  and  why  is  it  not  likely  to 
become  one  anytime  soon? 

First  of  all,  petroleum  prices  are 
relatively  low  and,  as  things  now 
stand,  are  not  apt  to  rise  substantial- 
ly, unless  there  is  a  sudden  upheaval 
in  the  Middle  East.  Second,  most  of 
the  growth  in  employment  has  been 
in  the  service  sector  and,  for  the 
most  part,  service  workers  are  a 
more  fluid  work  force,  less  able  to 
demand  higher  wages  than  their 
more  unionized  manufacturing  la- 
bor counterparts.  (Also,  union 
membership  has  declined  signifi- 
cantly over  the  past  several  years.) 
Third,  inflation  rates  in  the  major 
industrialized  countries  that  are  our 
primary  trading  partners  continue 
to  be  low,  so  they  are  not  exporting 
inflationary  psychology  and  its  by- 
products to  us.  Finally,  memories  of 
the  bad  old  days  of  inflation  in  the 
late  1970s  are  not  forgotten.  Each  of 
the  major  presidential  contenders  is 
running  on  a  basically  conservative 
economic  platform,  and  whoever 
wins  is  not  likely  to  stray  far  from 
his  campaign  promises.  Too  many 
voters  are  looking  for  more,  not  less, 
fiscal  responsibility. 

No  need  to  worry  either  that  cor- 
porate profits  will  be  disappoint- 
ing— that  is,  as  a  group.  The  first- 
quarter  GNP  growth  was  stronger 
than  expected,  and  analysts  are  re- 
vising more  company  earnings  esti- 
mates upward  than  downward,  both 
for  the  quarter  and  for  the  year  as  a 
whole.  Procter  &  Gamble  (81),  for  in- 
stance. Earlier  earnings-per-share  es- 
timates of  $4.75  have  been  raised  to 
$5.90  for  the  fiscal  year  ending  this 
June,  with  $6.60  or  more  possible  in 
1989.  The  stock  could  sell  at  be- 
tween $95  and  $  1 00  a  year  from  now. 

Great  Nortfjern  Nekoosa  (45)  began 
1988  with  estimated  earnings  of 
$4.75  per  share.  Since  then,  that  has 
been  revised  and  re-revised  upward, 
to  between  $5.25  and  $5.50.  The 
biggest  surprise  has  been  the  jump 
in  next  year's  estimate  to  $6  by 
those  analysts  who  see  the  no-reces- 
sion, slow-growth  economy  con- 
tinuing. GNN  sold  as  high  as  $60 
per  share  last  year.  This  year,  $53- 
plus  looks  possible. 

General  Motors  "E"  (Electronic 
Data  Systems,  42)  is  another  situa- 
tion where  estimated  earnings  have 
been  edging  higher.  Preliminary 
guesstimates  of  $2.90  per  share  for 
1988  have  been  bumped  to  $3.05. 
For  1989,  $3.55  is  the  new  anticipa- 
tion. The  stock  could  sell  20%  high- 
er over  the  next  12  months.  ■ 
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we  mean  the  world  to  you 

I  Morning  Edition, 

All  Things  Considered,  and  Weekend  Edition. 

The  intelligent,  insightful  news  programs  that 

make  sense  of  the  day's  events. 
Twice  a  day,  for  millions  of  people, 
National  Public  Radio  means  more 
than  the  news,  it  means  the  world. 

Check  local  listings  for  your  public  radio  station  or  call  NPR  at  (202)  822-2323. 

NATIONAL  PUBLIC  RADIO  NEWS 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Mark  Hulbert 


Is  this  years  hot  stock  picker  fated  to  be 
next  years  loser?  No.  But,  there  are  such 
things  as  long-term  market-beaters 

GO  WITH 
THE  WINNERS 


just  a  few  market  cycles.  Since  mar- 
ket cycles  average  four  to  five  years 
in  length,  this  would  eliminate 
most  advisers  from  contention — 
not  to  mention  most  investors.  On 
the  other  hand,  there  are  many  on 
Wall  Street  who,  as  Growth  Stock 
Outlook's  Charles  Allmon  alleges, 
view  the  long  term  as  "between 
lunch  and  dinner." 

Intractable  debates  such  as  this 
one  usually  are  good  evidence  of 
deep  (and  irresolvable)  philosophi- 
cal differences.  But  is  there  actually 
a  length  of  time  over  which  superior 
performance  justifies  an  expecta- 
tion that  it  will  be  repeated? 

The  HFD  study  set  out  to  answer 
this  question,  armed  with  its  data- 
base of  monthly  returns  for  invest- 
ment newsletters  since  1980. 
Choosing  segments  of  different 
lengths,  and  dividing  the  last  eight 
years  into  various  pairs  of  those  seg- 
ments, it  was  possible  to  see  wheth- 
er superior  performance  over  one 
particular  length  of  time  was  more 
highly  correlated  with  subsequent 
performance  than  any  other. 

Not  surprisingly,  beating  the 
market  for  one  month  was  not  cor- 
related with  beating  it  the  next.  In 
other  words,  an  adviser  failing  to 
beat  the  market  in  month  number 
one  has  just  as  much  chance  of  do- 
ing well  in  month  number  two  as 
the  adviser  who  beat  the  market  in 
month  number  one.  The  same  is 
true  for  performance  over  a  quarter. 

But  a  positive  correlation  be- 
tween past  and  future  performance 
began  to  emerge  at  one  year — 
though  barely.  According  to  the 
study,  an  investment  letter  that 
beat  the  market  over  a  year 
achieved  over  the  next  12  months 
an  average  1.7%  more  appreciation 


A  just-completed  study  of  invest- 
ment newsletters  by  my  Hulbert  Fi- 
nancial Digest  contains  important 
news  for  the  investor:  Past  perfor- 
mance is  indeed  related  to  subse- 
quent performance. 

This  finding  contradicts  the  skep- 
tics who  argue  that  all  investment 
performance  regresses  to  the  mean, 
so  that  the  past's  best  performers 
will  be  the  future's  worst  perform- 
ers. And  it  refutes  the  random  walk- 
ers who  argue  that  past  performance 
has  no  relationship  at  all  to  subse- 
quent performance,  so  that  it  makes 
no  difference  whether  you  follow 
the  best  letter  or  the  worst.  It  means 
that  strong  statistical  support  exists 
for  an  investment  strategy  of  going 
with  the  winners. 

The  crucial  question,  of  course,  is 
the  length  of  time  over  which  a  let- 
ter has  to  succeed.  While  everyone 
agrees  that  performance  must  be 
judged  over  the  long  term,  no  one 
can  agree  on  just  how  long  the  long 
term  really  is.  Some  obstinate  stat- 
isticians, for  example,  insist  they 
won't  be  impressed  with  an  advi- 
ser's performance  unless  and  until 
it  betters  the  market  over  more  than 


tUtor  of  the  Washington, 
I  Inandal  Digest  ora^ou 
rid  Hulbert  Financial  Digest 
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than  one  that  failed  to  beat  the  mar- 
ket over  the  year. 

This  tendency  strengthens  with 
superior  performances  over  longer 
periods  of  time.  Advisers  beating 
the  market  over  two  years,  for  ex- 
ample, on  average  made  5.4%  more 
over  the  subsequent  two  years  than 
those  who  hadn't  beat  it.  Those 
beating  the  market  over  three  years 
made  13%  more  over  the  next  three 
years  than  those  who  hadn't. 

The  biggest  jump  in  the  correla- 
tion between  past  and  future  perfor- 
mance came  between  three  and  f  our 
years.  Compared  with  those  failing 
to  beat  the  market  over  a  four-year 
period,  those  beating  it  gained  33% 
more  over  the  subsequent  four 
years.  On  an  annualized  basis,  this 
is  almost  twice  the  extra  apprecia- 
tion than  that  achieved  by  the 
three-year  winners. 

The  HFD  does  not  have  enough 
data  to  look  at  pairs  of  five-year 
performances,  so  it's  not  clear 
whether  this  pattern  of  increased 
correlation  would  continue.  The 
data  hint  that  it  might  not,  howev- 
er, which  suggests  that  four  years 
may  be  some  sort  of  threshold 
length  of  time  over  which  perfor- 
mance ought  to  be  compared. 

Which  newsletters  have  beaten 
the  S&P  500's  total  return  over  the 
past  four  years?  There  are  five  that 
clearly  fit  into  this  category  (other 
newsletters  have  been  able  to  beat  it 
with  one  or  more  of  their  several 
recommended  portfolios).  Of  these 
five,  two  are  published  by  Martin 
Zweig:  the  Zu>eig  Forecast  and  the 
Zweig  Performance  Ratings  Report. 
The  others  are  the  Princeton  Portfo- 
lios, published  by  Michael  Gian- 
turco;  Systems  &  Forecasts,  published 
by  Gerald  Appel;  and  the  Option  Ad- 
tisor,  published  by  Robert  Bergen 
and  Bernard  Schaeffer. 

I  feel  obliged  to  issue  a  Surgeon 
General's  warning  about  the  Option 
Advisor:  Its  performance  reflects  the 
successful  employment  of  consider- 
ably more  risk  than  most  of  its 
peers,  and  in  earlier  years  it  has  in- 
curred substantial  losses. 

Though  this  33%  edge  for  the 
winners  is  an  average  across  many 
newsletters,  it  indicates  that  signifi- 
cantly greater  odds  of  success  can  be 
obtained  by  going  with  the  winners. 
And  one  should  be  able  to  improve 
on  this  margin  of  victory  by  apply- 
ing further  selection  criteria  to  this 
list.  In  any  case,  these  results  pro- 
vide yet  more  evidence  that  going 
with  the  winners  makes  sense.   ■ 
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Financial  World  gives  you  the  tools  you  need  for 
intelligent  and  profitable  investing: 

INDEPENDENT  PERFORMANCE  TRACKING 
OF  MUTUAL  FUNDS 

FW  brings  you  the  most  comprehensive  ongoing  coverage  of  mutual 
funds  of  any  magazine  in  America . . . 

Every  two  weeks — Fund  Watch  spotlights  the  hot  mutual  funds . . .  and 
the  dogs.  And  Selected  Issues  shows  you  the  actual  portfolio  choices  of 
the  best  performing  funds. 

Every  other  month — FW's  Independent  Appraisals  tracks  over 
800  mutual  funds  with  year  to  date  and  three  year  A+  to  D  performance 
ratings,  plus  risk  analysis. 

Quarterly — FW's  Mutual  Fund  Round-up  offers  pages  of  compar- 
ative performance  stats,  rankings,  and  penetrating  closeups  of  winners 
and  losers. 

Year  End  Summary — You  get  the  best,  most  complete  tabular 
summary  of  all  the  final  numbers  on  over  800  major  funds. 

GREAT  STOCK  RECOMMENDATIONS! 

FW  gives  you  concise,  hard-hitting  analysis  and  commentary  to  give 
you  the  reasons  behind  each  stock  recommendation.  Every  other  month 
there's  a  special  pullout  section  tracking  all  3,000  stocks  on  the  NYSE, 
AMEX  and  NASDAQ  national  market  with  23  key  financial  indicators  and 
FW's  exclusive  A+  to  D  ratings. 

YOULL  ALSO  RECEIVE— 

•  Two  big  forecast  issues  to  keep  you  on  top  of  critical  market  trends. 

•  The  Financial  World  500,  the  Annual  growth  company  directory — 
a  definitive  guide  to  the  hottest  500  companies  in  America. 

•  Discount  Brokers — new  developments  in  the  use  of  the  discount 
brokers  for  securities,  options  and  futures  trading. 

ITS  EASY  TO  START  RECEIVING  FINANCIAL  WORLD. . . 
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□  YES!  send  me  17  biweekly  issues  of       MME 
Financial  World  for  $2695,  saving  me 

47%  off  the  $51  single  copy  price.  address 

□  Payment  Enclosed  □  Bill  me 
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If  Congress  wants  a  first-class  recession, 
its  new  trade  bill  is  sound  policy. 

DON'T  WORRY 
ABOUT  THE 
TRADE  GAP 


By  Alan  Reynolds 


In  the  three  days  before  Black 
Thursday,  Oct.  24,  1929,  the 
Smoot-Hawley  tariff  bill  was  sud- 
denly getting  much  bigger  and 
tougher  on  the  Senate  floor.  By  no 
coincidence,  stock  prices  collapsed, 
with  stocks  of  international  compa- 
nies, as  well  as  foreign  bonds,  par- 
ticularly hard  hit.  At  the  end  of 
March  1930  a  compromise  trade 
bill  was  passed.  Would  President 
Hoover  veto  it? 

President  Hoover  signed  instead, 
and  the  stock  market  began  a  two- 
year  collapse  that  made  1929  look 
like  a  trivial  blip. 

So  history  tells  us  that  trade  re- 
strictions are  a  dangerous  game. 
Perhaps  the  1988  bill  won't  be  near- 
ly so  bad  as  Smoot-Hawley,  but  why 
take  the  chance  when  it  can't  possi- 
bly accomplish  what  it  is  supposed 
to  except  by  causing  a  recession? 

President  Reagan  was  widely  crit- 
icized for  saying  trade  deficits  are  "a 
sign  of  economic  strength."  Yet, 
that  is  only  the  flip  side  of  what  his 
antics  mean  when  they  say  U.S. 
taxpayers  will  have  to  "tighten  our 
belts"  to  rid  ourselves  of  the  trade 
deficit  In  advocating  a  good  dose  of 
lower  living  standards  to  lessen  the 
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trade  deficits,  the  President's  critics 
are  just  confirming  his  thesis. 

If — as  the  President  says  and  I 
firmly  believe — trade  deficits  are 
caused  by  a  strong  economy,  then 
trade  barriers  or  a  weaker  dollar 
could  help  only  by  slowing  the  U.S. 
economy,  or  by  speeding  up  the 
economies  of  Japan  and  Germany. 
But  advocates  of  "tough"  trade  pol- 
icies or  a  lower  dollar  rarely  admit 
that  their  policies  are  intended  to 
weaken  the  U.S.  economy.  On  the 
contrary,  they  claim  it  will  boost 
the  U.S.  economy  at  the  expense  of 
other  countries.  They  are  simply 
recycling  the  old,  discredited  "beg- 
gar-thy-neighbor"  policies  of  the 
Thirties. 

If  it  worked,  raising  U.S.  growth 
at  the  expense  of  Japan  and  Germa- 
ny— whether  through  devaluation 
or  a  trade  bill — must,  therefore, 
make  the  U.S.  trade  deficit  larger, 
not  smaller.  It  would  reduce  their 
ability  to  buy  from  us  and  force 
them  to  export  many  of  the  capital 
goods  they  now  use  internally. 

Would  businessmen  in  Germany 
or  Japan  want  to  invest  in  more 
plant  and  equipment  when  their 
currencies  are  rising  and  their  prices 
and  profit  margins  are  squeezed?  On 
the  contrary,  a  rising  yen  or  deut- 
sche  mark  has  been  an  incentive  to 
export  entire  factories  to  the  U.S. 
When  Honda  equips  a  new  factory 
in  Ohio,  or  Hocchst  Celanese  does 
the  same  in  South  Carolina,  the 
necessary  imports  of  machinery  and 
components  increase  the  U.S.  trade 
deficit  in  the  short  run. 

Even  if  the  falling  dollar  reduces 
U.S.  imports  of  Japanese  cars,  for 
example,  it  is  easy  enough  to  substi- 
tute Volkswagen  Foxes  from  Brazil 
or  Mercury  Tracers  from  Mexico. 


What  then?  Should  the  U.S.  devalue 
the  dollar  against  the  peso  and  cru- 
zado — thus  matching  Latin  Ameri- 
ca's inflation? 

Let's  turn  from  the  discredited 
policies  of  devaluation  and  tariffs 
and  quotas,  and  look  instead  at  the 
idea  articulated  by  President  Rea- 
gan, that  trade  deficits  are  a  sign  of 
economic  strength.  The  evidence 
strongly  supports  this  view.  In  spite 
of  the  trade  deficit,  manufacturing 
output  in  the  U.S.  has  risen  by  39% 
since  1982,  nearly  four  times  as  fast 
as  in  Germany.  Productivity  gains 
in  U.S.  manufacturing  have  been 
nearly  twice  as  rapid  as  in  Japan. 
And  real  fixed  investment  increased 
by  8.1  %  a  year  in  the  U.S.  from  1983 
to  1986,  compared  with  4.2%  in  Ja- 
pan and  1.8%  in  Germany. 

So,  there  is  no  need  to  risk  U.S. 
inflation  with  a  sinking  dollar,  as  in 
1978-79.  Or  to  risk  recession  with 
higher  tax  rates,  as  in  1932.  Or  to 
risk  depression  with  a  trade  war,  as 
in  1930.  Instead,  we  need  to  bring 
the  weak  economies  up,  not  pull  the 
strong  down.  Europe's  unemploy- 
ment is  twice  as  high  as  ours,  and 
unemployed  people  don't  buy 
much.  Dozens  of  countries  have  be- 
come precariously  dependent  on  ex- 
ports to  only  a  few  importing  coun- 
tries, mainly  the  U.S.,  U.K.  and 
Switzerland. 

Instead  of  lecturing  to  Americans 
to  mend  their  profligate  ways,  the 
Europeans  should  be  examining 
their  own  low-growth  policies.  In- 
stead of  telling  us  to  raise  taxes, 
foreigners  should  be  lowering  their 
own.  Lower  marginal  tax  rates  in 
trade-surplus  countries  could  revive 
investment  and  employment  in  Eu- 
rope and  Latin  America,  bring  their 
flight  capital  back  home  and  im- 
prove U.S.  exports  at  a  pace  consis- 
tent with  expanding  U.S.  capacity. 
The  U.K.  is  doing  its  part,  slashing 
tax  rates,  but  few  other  major  coun- 
tries have  been  as  sensible. 

The  trade  question  will  not  be 
solved  by  tough  trade  bills  or  by 
devaluing  the  dollar.  It  will  be 
solved  when  the  weaker,  export-de- 
pendent countries  give  their  demor- 
alized taxpayers  a  break. 

But  maybe  a  lot  of  our  politicians 
subconsciously  want  a  recession. 
Politicians  who  try  to  get  votes 
from  the  poor  and  the  unemployed 
have  a  vested  interest  in  politics 
that  create  poverty  and  unemploy- 
ment. Is  that  why  so  many  of  them 
are  flirting  with  a  new  trade  war,  as 
the  U.S.  did  in  1930?  ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Enrol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303     J3 
Ft.  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
,udged  the  merits  or  value,  it  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
jpon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches  NYA86- 1 53  A  _  [atement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  properly 
o  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  ancrtead  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20537 


Forbes  Market/ 


FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 

FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

GUARANTEED  COLLECTION 

of 

PAST  DUE 

ACCOUNTS  RECEIVABLE 

LBO 

LEVERAGED  BUYOUT 

FUNDS  AVAILABLE 

Fosl  Approval  •  Brokers  Protected 


[TFt: 

TOWERS 

FINANCIAL 

CORl'OK  \ TION 

Vnlll I|UHI< 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


HARD  TO  BORROW? 

<  iuarantees  No  Low 

MINIMI  M  mi«i  mm  s  20YI  \KS 

llll   FINANCIAL  GUARANTY 

CORPORATION 

USA  (2121  4S6-22M) 


FACSIMILE  MACHINES 


Own  your  own 
business  for  $300 

No  one  else  offers  you  the  earning  potential  that 
Light  VideoTelevision  can,  because  no  one  else  uses 
independent  reps  to  sell  informational  videos  that  retail  for 
only  $9.95.  Your  initial  $300  investment  gets  you 
everything  you  need  to  start  selling.  Great  retail  margin 
makes  selling  easy.  Imagination  and  ^:l; 

ability  define  your  market.  ^ 

Full  or  part-time. 
Call  now:  1-800-451-6155. 

M-F  8:30  am  -  8:00  pm  Sat-Sun  9am  -  5pm  EST 

VT. 


Business 
Consultants 

National  business  consulting  firm  look- 
ing tor  Associate  Consultants  Enjoy  the 
advantage  ot  being  self-employed  with 
the  association  and  support  of  one  of 
the  largest  and  most  respected  consul- 
ting firms  in  the  country  Full  expense 
paid  training  in  New  Orleans,  national 
advertising,  support  and  fringe  benefits 
Nominal  refundable  performance  depo- 
sit of  $  7.500  required  Call  for  free  com- 
pany brochure  and  details 

MB  NATIONAL 

^—  J  Business  Consultants  Inc 
Mr.  MarK  Simon,  Exec   V.P 

(504)456-1968 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  (ran- 

cnise  Over  700  others  Have,  ask  them 

Call  today  tor  tree  information 


Sooocty. 


2.M3I  VI  Kl)(  (,o  DRIVE 
I  \(,l  NA  llll  LS.CA  92653-134.1 

i  Ml    I  800  HS4  1321 


?ur  l  SELL  IN  JAPAN! 


ON  THE  HOTTEST  SELLING 

FAX  MACHINES 

IN  THE  COUNTRY 

Roc  of  America 

1-800-342-FAXX 

AMSRICAS  LOW  PWCE 
FAX  PtSTRtBUTOB 


I  isi  sour  properly  using  our  Tokyo  office  i«> 
reach  500  ♦  Real  Estate  broken  in  Japan 

hree  translation   NO  COMMISSION   Your 

name  listed  as  contact  point   Tear  sheet 
pr.'Mdcd    Only  SIW  loi  I  months  listing 

CALL:  Hon  &  Bunker  lnc 

1-800-USA-2111 


Business  Buyers  Network 

■>■  «jm  fk^  •  Thousands  ol  businesses 

JU  nationwide 

■MTV  •  Many  with  Owner  financing 

^^^^**-~  •  no  commissions 

To  buy  or  list  call  loll  FREE 

1-800-223-3589 

In  NC  1  704  686  7358 


i      15.000  BUSINESSES 

FROM  COAST 

TO  COAST 

No  Brokerage  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327  9630 
'  in  Ft  Lauderdale  305  462-2524 


FOR  SALE  BY  OWNER 

Businesses-Cars-Boats 
No  Fees  •  No  Commissions 

Ad- Vantage  Listing  Services,  Inc. 

I'ubhshers  of /or  sale  by  owner  databases 

800-458-7197  •  305-561-5300 


The  Mai  Js* 


America  s  Maid  Service 


A  professional  business  opportunity  You  receive 

•  Materials    •  tquipmenl    •  Training 

«  MjmiirKj    »  A/ci  Htpresenlilivt  Program 

Fnnchlte  F«  -  SI?  900  J1S  900 
Wotting  Capital  —  S?0  000  ' 

Call  1  800  THE  MAID 


eiv* 

.J 


EDUCATIONAL 
SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATI 

For  Work.  Life  and  Academi 

Experience  No  Classroom 

Attendance  Required 

Call  (213)  471-03C 

Outside  California 

1  •  800-423-3244 

or  send  detailed  resumi 

for  Free  Evaluation 

Pacific  Western  University 

GOON  Sepurreda  Blvd  .  Dept  183.  Los  Angeles,  CA900< 


BACHELOR,  MASTER.  DOCTOR/) 
EARN  A  DEGREE.  Use  your  past  expenenci 
credit  toward  your  degree  No  classes,  sernir 
or  on-campus  attendance.  Studies  build  u 
^your  experience.  Self-paced-  Send  Rest 
For  No  Cost  Evalua 
213-278-K 

9100 
Wilshire  Bi 
Hills,  CA,  USA  9« 


Dept  29  1 


AIDS  EDUCATIO. 


Do  Your  Employees/Customers  j 
understand  AIDS? 

NOW  AVALABLE-A  handy  shde  gude  about ac  1 
and  other  sexualry-transmitted  deeases  lor  mas 
distribution  to  customers  or  employees 
Call  tor  samples  and  quantity  discount. 

MARKETING  AMERICA 


1-800-541-0900 


FORBES 
MARKET/CLASSIFIEll 


Listings  are  accepted  at  the  d 
cretion  of  the  publisher  and  s 
sold  in  basic  units  of  one  inch  ( 
agate  lines)  for  regular  listinc 
and  two  inches  (28  agate  lines) 
display  advertisements.  Additioi 
space  over  specified  minimums 
sold  at  the  appropriate  agate  li 
rates. 

Advertising  closing  date  is  o 
month  preceding  date  of  issue 
Frequency    discounts    availal 
Payment  must  accompany  or 
unless  from  accredited  agency 

FOR  ADDITIONAL  INF0RMATI0F 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET  CLASSIFIE 

60  Fifth  Avenue,  New  York,  NY  10( 
(212)  620-2440 


FAST  FACTS 

ABOUT  FORBES 
SUBSCRIBERS: 


*  Total  management:  74.7% 
*Total  paid  circulation:  735,000 


•Average  household  income:  $162,000 
•Average  value  of  investment  portfolio:  $899, OOC 


■ 


Forbes  Market/ 


COMPUTERS 


REAL  ESTATE 


WINE  CELLARS 


WINE  CELLARS 


ftadio  /hack  TANDY 


Our  10th  year  of  DISCOUNTS 
LOMPUTERS  &  CELLULAR  PHONES 

Fgt    Prepaid    Save  Tax 
_  Toll  Free  800-231-3680 

II  mRRYfTlflC  INDUSTRIESINC 
22511  Kaly  Fwy 
Kaiy  (Houslonl  TX  77450 
1-713-392-0747  Telex   774132 


COMPUTER  SOFTWARE 


PMOr  INVENTORY  CONTROL  AND 
U1HL  RECORD  EVALUATION 

C  MS-DOS  ••  HARD  DISK  REQUIRED '■ 
1  Klgcr  card  approach  with  time  phased  planning 
[  id  historical  tx  reporting  and  evaluation. 

19  MANUAL    $39  DEMO    $250  COMPLETE 

•••GUARANTEED  SATISFACTION* •• 
SEND  MC  -  VISA  -  CHECK  TO:  EAIE 

IYSTEMS:  BOX  131:  HOWARD,  OHIO  43028 


IISCELLANEOUS  FOR  SALE 


MVESTMENT  GEMSTONES! 
UARANTEED  LIQUIDITY!!! 

buy  &  sell  Diamonds  and  all  Precious 

Instones  Free  wholesale  catalog  since 
7!  Member:  Jewelers  Board  of  Trade  & 
imber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Shpcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


KENDRICK    CATTLE    COMPANY 

places  famous  family  ranch  on  the  market. 
This  historic  ranch  located  on  the  Powder 
River  and  the  headwaters  of  Hanging 
Woman  Creek  on  the  Montana/Wyoming 
line  near  Sheridan,  Wyoming  contains  over 
200,000  acres  (about  150,000  deeded).  It  is 
rated  by  the  SCS  in  excess  of  7,000  animal 
units  and  has  been  priced  to  sell  at  $40  per 
deeded  acre.  This  ranch  was  put  together 
by  Wyoming's  "Cowboy  Senator",  John  B. 
Kendrick,  starting  in  1897. 
SOUTHWESTERN  MONTANA 
DEEDED  MOUNTAIN  RANCH- 
Over  12,000  acres  in  a  contiguous  block  ad- 
joining the  National  Forest  for  over  9  miles. 
Estimated  to  carry  around  1500  animal 
units,  this  ranch  has  the  most  complete  set 
of  improvements  we  have  seen.  Nearly  $2 
million  have  been  spent  to  build  or  rebuild 
every  ditch,  fence,  or  building  on  the  ranch. 
Three  "manager/owner  quality"  homes 
plus  extensive  guest  facilities  would  do  any 
ranch  proud.  This  one  boasts,  in  addition, 
a  magnificent  hand  hewn  log  and  stone 
owner's  residence  which  is  at  once  grand 
but  appropriate  to  its  surroundings.  The  en- 
tire ranch  is  offered  at  just  over  $3,000,000 
and  could  not  be  duplicated  for  50%  more 
even  at  today's  low  land  prices.  Needless 
to  say,  extensive  fishing  and  big  game  hunt- 
ing are  available  both  on  the  ranch  and  in 
the  wilderness  area  only  1  /4  mile  from  the 
ranch  border.  Contact  Exclusive  Agent  for 
the  Sellers:  Hall  &  Hal),  Inc.,  P.O.  Box 
1924,  Billings,  MT  59103  (406)  252-2155. 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gorgeous 

mountain  land.  Come  visit! 

Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


YACHTING 


WANNA  GO  FTSffljY? 

MARLIN-TUNA  •  SAILS 

BEST  BOATS  IN  THE  HOT  SPOTS 

MEXICO  •  BAHAMAS  •  AUSTRALIA 

FLORIDA  •  AZORES  •  VENEZUELA 

BEKOFF  YACHTING  SEMCE 

(305)  463-M2 


SHARING 


IS  CARING 


1995 
2495 


'WlNECELLARS 

Model  Rclail  YourCost 

440  bottles  $2494    $1495 

700  Shown  at  right  3495 

600  Double  Cabinet  (Isolated)  3995 
Separate  Cooling  Units  42°/55° 
880  Double  unit  4495 

220  Space-saver  1995 

296  Credenza  (Low-Boy)  2495 

40  btl.  glass  door,  lock  &  light    599 
60  btl,  glass  door  699 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-USA      800/421-8045      InCA:  2 13/937-3221 

*  839So.LaBreaAve.  *  Los  Angeles.  C  A  90036  *  Olympic  Sales  Co. 

*  Visa/MC/AmEx/Discover*WeShipAnywhere!*        Since  1947 


2795 

1195 

1495 

499 

599 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC®  —  the  heavy 
sweater's    answer    to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment   with    electronic 
Drlonlc    keeps    these  UNDERARMS 
areas  dry  for  6  week 
periods.   Recommend- 
ed by  dermatologists 
everywhere.    Covered 
by  health  plans.  Send 
for  free  Information. 
Clinical  studies  avail- 
able to  physicians. 
GENERAL  MEDICAL  CO. 
Dept.  FOB  14 
1935  Armacost  Ave 
Los  Angeles.  CA  90025 


FEET 

GumoENVEoco 


STOP  CREDIT  CARD  ABUSE 

with  The  Creditcooler!  A  patented  "Piggy 
Bank'  for  creditcards.  Trapped  cards 
cannot  be  removed  without  breaking  open 
the  cube  Send  check  or  money  order  for 
$4.95  to: 
TPW  Enterprises  Inc.,  P.O.  Box  195, 

Wantagh.  NY  11793 
•  Quantity  Discounts  Available 
^istributorlnqijiriesEncouraQef]^^^^^ 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 


Paio  Alto  CA  94304 


Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3    -   (or 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  SI 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
70i  Weicn  Roao  Sie  ni9B 
(415)656-6262 


Forbes:  Capitalist  Tool 


CORPORATE  SPECIALTIES 


Your  Name 
or  Logo  on 
Corporate 
Imagewear: 

EMBROIDERED 
CAPS,     shirts, 
jackets  &  more 
Call  Ms  Titus  for 

FREE  CATALOGUE 

at  800-792-2277 
In  CA  800-826-8585 

San  Francisco  Embroidery  Works 

3952  Point  Eden  Way 

Hayward,  CA  94545 


EXECUTIVE  GIFTS 


Corporate 
TIes 

(150  pc  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


4 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 

CT  06807  •  U.S.A. 

Dept-F  (203)  H69  3006 


WORLDGLOBES 


50  Globe  Models  Hand- 
crafted solid  wood  Door 
mountings  Brass  meridians 
Prestigious  addition  lo  home 
or  office  Desk  models 
available  Replogle  since 

1930 

Send  $2 1  w  Color  Catalog 

The  Home  Library, 

Dept.  6 

P.O  Box  111707 

Miami,  FL33111-1707 


Streetwalker 


Edited  by  Thomas  Jaffe 


Bow's  this  for 
thinking  big? 

Hot  on  the  heels  of  Campeau 
Corp.'s  $6.6  billion  takeover  of 
Federated  Department  Stores  comes 
investment  adviser  Mark  Boyar 
(Forbes,  June  20,  1983)  with  a  blue- 
print for  a  run  at — gasp — asset-rich 
Sears,  Roebuck  &  Co.  Sears  has  been 
trading  around  37  recently.  Boyar  fig- 
ures its  bust-up  value  is  $89  a  share. 
Relative  to  real  value,  he  says,  Sears  is 
the  cheapest  stock  in  the  Dow  Jones 
industrials. 

Sears  shares  may  be  cheap,  but  they 
add  up  to  a  daunting  market  value  of 
about  $14  billion.  Undaunted,  Boyar, 
who  says  he  gets  $20,000  a  year  in 
brokerage  commissions,  or  $10,000 
up  front,  from  each  of  200  leading 
investors  for  his  monthly  Asset  Analysis 
Focus,  has  this  little  plan.  If  activist 
investors  like  Coniston  Partners,  say, 
or  Carl  Icahn  build  strong  minority 
positions,  Sears  management  will  do 
what's  necessary  to  put  more  value  in 
the  stock  price.  Sears'  real  estate  hold- 
ings alone,  he  says,  are  worth  more 
than  $30  a  share,  including  $1.3  bil- 
lion ($3.43  a  share)  for  Chicago's  Sears 
Tower.  He  puts  the  value  of  the  retail 
operations  at  $18  a  share;  Allstate  In- 
surance at  $26;  Dean  Witter  and  Ho- 
mart  at  about  $6  each;  and  Coldwell 
Banker  at  $2.65.  Boyar  suggests  the 
company  start  by  spinning  off  the  real 
estate  in  a  publicly  traded  REIT. 

Boyar,  who  once  characterized 
Sears'  management  as  "mediocre," 
has  since  mellowed  a  bit  and  now 
thinks  the  company  may  finally  be 
waking  up.  Last  year  it  earned  $4.35  a 
share.  He  thinks  it  could  be  making 
$6  or  $7  a  share  within  a  few  years.  If 
that  happens,  and  it  investors  are  will- 
ing to  pay  a  higher  multiple  for  the 
doggy  old  stock,  Boyar's  clients  will 
do  well  on  their  Scars  shares,  with  or 
without  some  extraordinary  outside 
help —Richard  L.  Stern 


Hit  it 

R  Outboard  Marine 

Coij  j        billion]  is  the 

I's  largest  manufacturei  of  out- 

loublcd  from 

aham  Tana- 

aka  Capital 

ds  the  best  is  yet 


Inside  a  new  Outboard  Marine  plant 
Leaving  old.  margins  astern. 

to  come. 

Only  a  few  years  ago  Waukegan, 
111. -based  Outboard  was  getting  badly 
roughed  up  by  Japanese  competitors 
such  as  Yamaha.  Outboard  responded 
by  shutting  its  old  midwestern  plants 
and  building  all-new  nonunion  ones 
in  the  South.  Only  over  the  last  two 
quarters  have  the  new  plants  finally 
begun  to  reach  their  production  goals, 
and  Outboard 's  gross  margins  have 
increased  substantially.  Last  year 
Outboard's  pretax  margin  was  7.2%. 
For  the  fiscal  year  ending  Sept.  30, 
Tanaka  estimates  it  will  be  10%.  That 
suggests  the  company  could  earn 
$4.50  a  share  in  the  current  fiscal 
year,  and  $5  a  share  in  fiscal  1989. 

Irwin  Jacobs'  Genmar  Industries 
owns  an  estimated  4%  of  the  19.2 
million  Big  Board  shares  but  says  it's 
not  interested  in  a  takeover.  But  who 
needs  a  takeover?  At  7  times  his  esti- 
mate for  this  fiscal  year,  says  Tanaka, 
Outboard  is  still  a  dandy  buy. 


Sleeper 

In  1980  the  Williams  Cos.  earned 
over  $5  a  share.  But  by  1986  the 
Tulsa-based  pipeline  operator's  re- 
sults had  fallen  to  negative  $3.88  a 
share.  So  the  company  sold  its  oil,  gas 
and  coal  exploration  and  production 
interests  and  got  out  of  fertilizers. 
Last  year  a  restructured  Williams  re- 
turned to  the  black,  earning  69  cents  a 
share  from  continuing  operations. 

Trouble  is,  its  main  business,  pipe- 
lines, still  has  a  way  to  go.  The  com- 
pany has  asked  regulators  to  let  it 
provide  gas  for  all  comers  on  a  perma- 
nent open  access  basis.  This  could 
resist  in  higher  volumes.  As  for  the 


gas  marketing  division,  a  recovery  in 
prices  would  lead  to  higher  margins. 

But  what  excites  analyst  Roger 
Khlopin  of  Smith  Barney  is  Williams' 
telecommunications  group.  Formed 
in  1985,  it  turned  a  profit  for  the  first 
time  in  February.  The  company  oper- 
ates a  fiber-optic  network  that 
stretches  from  the  West  Coast  to  Chi- 
cago and  the  Gulf  of  Mexico.  It  has 
signed  a  letter  of  intent  to  buy  a  Chi- 
cago-to-Cleveland  system  and  already 
has  acquired,  or  obtained  options  for, 
rights  of  way  so  it  can  extend  this  to 
New  York  City. 

Khlopin  thinks  Williams  will  earn 
$1.90  a  share  in  1988,  $3.65  in  1989. 
By  next  year,  he  also  expects  the  com- 
pany to  have  taken  in  $10.50  a  share 
in  cash.  Freeport-McMoRan  Resource 
Partners  still  owes  it  $250  million 
from  the  acquisition  of  the  fertilizer 
business.  In  1989  Williams  also  can 
sell  its  15%  interest  in  Texasgulf  to 
majority  owner  Elf  Aquitaine  for  $150 
million.  Recent  NYSE  price  for  the  38 
million  shares  outstanding:  30l/4. 


Bon  voyage? 

Teledyne  spun  off  insurance  hold-  1 
ing  company  Argonaut  Group,  Inc. 
to  its  shareholders  in  the  fall  of  1986.  I 
Opening  price  over-the-counter:  UVi.  I 
Only  a  year  later  Los  Angeles-based  'I 
Argonaut  struck  a  deal  to  be  acquired  I 
by  leveraged  buyout  specialists  Gib- 
buns  Green,  van  Amerongen  for  $53  a  > ] 
share.  By  December,  though,  the  deal  |] 
was  dead,  a  victim  of  the  crash.  The 
stock  closed  1987  at  293/». 

Now  Argonaut  is  trading  at  around   • 
44 Vi.  Why?  Because,  says  analyst  Ger-  l] 
aid  Haims  of  Los  Angeles'  Seidler  Am- 
dec  Securities,  Argonaut  is  a  more 
attractive  target  than  ever. 

Through  its  subsidiaries,  $426  mil- 
lion (revenues)  Argonaut  underwrites  I 
workers'    compensation    and    other  I 
property/casualty  lines.  Since  1985  it 
has  reduced  the  number  of  its  policies  I 
in  force  by  half,  applied  substantial 
price   increases   to  renewal   policies  j 
wherever  permitted,   shut   unprofit- 
able branch  offices  and  cut  its  agent   1 
and  broker  force.  As  a  result,  the  com-   < 
pany  has  sharply  reduced  both  its  loss 
and  expense  ratios. 

Prospects  in  workers'  compensa- 
tion— roughly  two-thirds  of  Argo- 
naut's book  of  business — also  look 
bright.  During  1987  the  insurance 
commissioner  in  California,  Argo- 
naut's main  market,  approved  rate  in- 
creases of  more  than  12%.  Equally 
significant,  says  Haims,  there  have 
been  no  corresponding  changes  in 
mandated  benefits. 
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Last  year  Argonaut's  operating 
earnings  (before  investment  gains) 
were  $5.60  a  share,  versus  $1.34  in 
1986.  This  year  Haims  is  looking  for  a 
17%  increase,  to  $6.56  a  share.  In  ad- 
dition, he  estimates  Argonaut  will 
have  more  than  $500  million  of  ex- 

,  cess  underwriting  capacity,  a  consid- 
erable margin  for  growth.  Moreover, 
it  is  extremely  liquid,  with  more  than 
$200  million,  or  $17  a  share,  of  cash 
and  short-term  securities. 

At  Gibbons,  Green's  precrash  $53 
price  tag,  Argonaut  was  priced  at  1.5 
times  its  1987  year-end  book  value  of 
nearly  $35  a  share.  As  of  Mar.  31, 
book  was  up  to  $38  a  share.  Haims 
says  Argonaut  is  now  worth  at  least 

:  1.5  times  book,  or  a  price  in  the  low 
60s.  It's  cheap  on  earnings  as  well, 
selling  for  just  7  times  his  1988  esti- 
mate. There  are  11.2  million  shares. 

i  Officers  and  directors  own  24.3%. 
(Teledyne  Chairman  Henry  Singleton 
accounts  for  13.9%.)  Longtime  Single- 

'  ton  associate  George  Kozmetsky  has 
5%.  Money  manager  Fayez  Sarofim 

i  and  clients  own  8.9%.  Rational  indi- 
viduals, all. 


In  Provident 

Speaking  of  insurance,  the  $140 
billion  group  life  and  health  mar- 
ket has  endured  a  particularly  brutal 
downturn  over  the  last  two  years. 
Among  those  pulverized  was  Provi- 
dent Life  &.  Accident  Insurance  Co.  of 
America,  which  provides  coverage  to 
more  than  8.2  million  employees  and 
their  families.  Last  year  Provident 
earned  just  41  cents  a  share  from  oper- 
ations, versus  $2.89  a  share  in  1985, 
the  peak  of  the  last  cycle. 

But  there  are  signs  the  group  mar- 
ket is  recovering,  says  Vincent  Dowl- 
ing  Jr.  of  New  York's  Fox-Pitt,  Kelton, 
and  he  recommends  Chattanooga- 
based  Provident  as  the  purest  way  to 
play  that  turn.  Unlike  most  of  its 
competitors  (including  all  the  multi- 
line firms),  $2.5  billion  (revenues) 
Provident  chose  not  to  develop  com- 
pany-owned health  maintenance  or- 
ganizations. So  it  has  escaped  the 
losses  associated  with  the  costly  de- 
velopment of  HMOs. 

Assuming  that  group  insurance 
margins  break  even  this  year,  Dowl- 
ing  says  Provident's  earnings  should 
rise  to  $1.55  a  share.  He  looks  for 
l  $2.80  a  share  in  1989.  That  would  be 
on  margins  of  only  0.9%,  about  one- 
third  of  their  2.6%  historical  peak. 
Recent  o-t-c  price:  19V4.  (The  Maclel- 
lan  family  and  related  trusts  own  5 1  % 
of  37.4  million  shares.) 
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NO  SALES  CHARGE  THROUGH  MAY  25! 


TILITIES 
INCOME 


Fidelity's  Newest  Conservatively-Managed  Stock  Fund!  Conservative 
stock  investors  have  long  turned  to  the  equity  securities  of  major  utilities  as  a 
sound  investment  alternative. 

Our  new  Fidelity  Utilities  Income  Fund  is  based  on  the  same  time-tested  strate- 
gy. By  investing  in  the  equity  securities  of  well-established  utility  companies  with 
proven  dividend  records,  this  fund  provides  the  potential  for  above-average 
income,  long-term  growth,  and  below-average  volatility  in  both  up  and  down 
markets.  As  with  any  stock  fund,  Utilities  Income  carries  the  usual  risks  associ- 
ated with  stock  market  investing. 

Minimum  initial  investment  is  $2,500.  And  from  now  through  May  25, 1988, 
you  can  invest  in  this  fund  without  paying  the  2%  sales  charge. 


1-800-544-6666 


Fidelity  Utilities  Income  Fund.  For  more  complete  information,  including 
management  fees,  expenses,  and  the  2%  sales  charge,  please  call  or  write  for  a  free  prospec- 
tus. Read  it  carefullv  before  vou  invest  or  send  money.  Fidelity  Distributors  Corporation  (Gen- 
eral Distribution  Agent),  P.O.' Box  660603.  Dallas,  TX  75266-0603. 

Fidelity  &J-&  Investments 

^  CODE:  FORB/TJIF/050288 


IN  PARADISE 

An  island  paradise  that  offers 
jlY.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,950 


^ 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager  /Dept  as 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
or  call  (719)  379-3263 
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HealthWeek  is  America's  only  ^ 

health  business  newspaper.  It  gets 
rst.  And  it  gets  read  cover-to- 
ur readers  are  the  leaders  of  the 
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Flashbacks 


Edited  bv  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  May  1,  1928) 

'Most  of  the  old-timers  in  the  Street 
are  looking  for  a  crash,  especially  the 
more  conservative  ones.  But  the  more 
conservative  ones  have  been  looking 
for  a  crash  for  the  better  part  of  a 
year — and  instead  stocks  have  soared 
to  new  high  records  for  all  time.  The 
'conservative  old-timers'  have  lost 
millions  of  dollars  not  merely  in  prof- 
its that  the  'young  fools'  have  stepped 
in  to  take  while  they  hesitated,  but 
also  by  losses  on  the  short  side.  The 
more  sober-minded  speculators  have 
taken  not  merely  a  financial  but  a 
psychological  beating  in  the  past  year 
or  two,  and  the  'awful  examples'  have 
discouraged  analysts  in  general  from 
ever  becoming  out-and-out  bearish." 

"During  travels  in  recent  years 
through  the  South  I  have  been  dumb- 
founded quite  frequently  by  being  told, 
'Mr.  So-and-So  is  a  powerful  Ku  Klux- 
er.' Often  the  men  named  have  been 
leading  citizens.  Somehow,  I  never 
could  grasp  the  necessity  for  such  an 
organization  under  American  laws  and 
institutions.  Without  having  any  spe- 
cial knowledge  of  its  operations,  I  al- 
ways mentally  pictured  it  as  wholly 
un-American,  as  wholly  unneeded  and 
as  more  or  less  of  a  menace." 

— B.C.  Forbes 


Fifty  years  ago 

''From  the  issue  of  May  1,  1938) 

"U.S.  bituminous  coal  miners,  al- 
though they  work  shorter  hours,  pro- 
duce five  times  as  much  per  day  as 
Belgian  miners;  four  times  as  much  as 
French  miners;  and  more  than  three 
times  as  much  as  British  miners." 

"In  the  petroleum  industry,  where 
the  tin  motor-oil  container  has  made 
deep  inroads  into  the  glass  one,  indi- 
cations are  that.it  now  may  feel  pres- 
sure from  a  new  paper  container.  The 
,  container  is  made  of  several  thick- 
'  nesses  of  specially  manufactured,  pre- 
j  pared  and  treated  paper.  Instead  of 
being  spirally  wound,  it  is  manufac- 
|  tured  from  a  continuous  strip  wound 
into  a  laminated  tube.  Result:  A  rigid, 
|  serviceable  container  said  to  be  capa- 
ble of  withstanding  considerable  ex- 
ternal and  internal  pressure,  and  offer- 
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ing  assurance  against  seepage  and 
leakage.  .  .  .  And  the  container  is  so 
constructed  that  it  is  impossible  to 
refill  and  use  it  again  once  the  oil  has 
been  poured  out." 

Twenty-five  years  ago 

(From  the  issue  of  May  1,  1963) 

'GE  Chairman  Ralph  Cordiner  was 

once  asked  about  the  management 
quality  at  General  Motors.  Cordiner 
led  the  discussion  another  way.  'If  you 
were  to  ask  me  who  is  the  greatest 
chairman  GM  ever  had,'  he  said,  'I'd 


GE  Chairman  Ralph  J  Cordiner 


say  Alfred  Sloan.  Sloan  is  the  man 
who  gave  GM  its  shape.  We  won't 
know  about  the  men  who  came  after 
him  until  years  have  passed — 10 
years,  or  even  20.'  " 

"In  1895,  a  German  immigrant 
named  Henry  Timken  handed  his  two 
sons  a  set  of  drawings  for  a  [tapered] 
roller  bearing.  Timken  at  the  time 
was  64,  a  prosperous  buggymaker.  .  .  . 
"Since  Timken  himself  wanted  to 
retire,  his  sons,  W.R.  and  H.H.  Tim- 
ken, took  over,  built  the  first  bearings 
by  hand.  They  mounted  them  on  a 
huge  wagon  and  set  two  small  mules 
pulling  it  through  the  streets  of  St. 
Louis.  Within  an  hour  the  driver  had 
been  arrested  on  charges  of  cruelty  to 
animals.  But  the  Timkens  went  to 
court  and  proved  that  their  new  bear- 
ings enabled  the  mules  to  pull  the  big 
wagon  without  discomfort." 

Ten  years  ago 

(From  the  issue  of  May  1,  1978) 

"The  October  1973  oil  embargo  and 
the  recession  that  followed  clobbered 
the  [recreational  vehicle]  industry, 
forcing  some  30%  of  the  dealers  and 
nearly  20%  of  the  manufacturers  .  .  . 
out  of  the  business.  But  while  other 
manufacturers  scrambled  to  slash 
costs  and  cut  back  operations, 
[Coachmen's  Tom]  Corson  did  just 
the  opposite.  He  boosted  both  adver- 
tising and  sales  expenditures  by  a  hef- 
ty 50%,  and  thus  was  able  to  expand 
Coachmen's  dealer  network  from  350 
in  1972  to  550  by  1975.  The  upshot 
was  an  increase  in  Coachmen's  mar- 
ket share  from  2.5%  to  almost  6%  in 
that  period.  .  .  .  Coachmen  last  year 
boasted  sales  of  $288  million,  up  28% 
from  1976.  Net  income  was  over  $11 
million,  compared  with  $9  million 
the  previous  year.  .  .  ." 

"Howard  Johnson — son  of  an  im- 
mensely successful  father,  boss  since 
the  age  of  26  of  a  big  (1977  revenues: 
$501  million)  food-and-lodging  com- 
pany— was  brooding  out  loud  last 
month.  Companies  like  McDonald's 
Corp.  and  Marriott  Corp.  have  long 
since  put  Howard  Johnson  Co.  in  their 
shadow  and  Johnson  isn't  happy 
about  it.  .  .  .  How  and  where  did  How- 
ard Johnson  Co.  lose  its  dynamism? 

"  'I  don't  have  Dad  to  talk  to  any- 
more,' Johnson  was  saying,  'but  I  do 
have  some  fabulous  competition.'  " 
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Too  chaste  an  adolescence  makes 
for  a  dissolute  old  age.  It  is 
doubtless  easier  to  give  up 
something  one  has  known  than 
something  one  imagines. 
Andre  Gide 


Too  much  pleasure  disagrees 
with  us.  Too  many  concords  are 
annoying  in  music;  too  many 
benefits  irritate  us;  we  wish 
to  have  the  wherewithal  to 
overpay  our  debts. 
Blaise  Pascal 


A  man  is  usually  more  careful 
of  his  money  than  he  is  of 
his  principles. 
Ed  Howe 


Self-denial  is  simply  a  method  by 
which  man  attests  his  progress, 
and  self-sacrifice  a  survival  of  the 
mutilation  of  the  savage. 
Oscar  Wilde 


Those  people  who  are  regarded 
as  moral  luminaries  are  those 
who  forgo  ordinary  pleasures 
themselves  and  find  compensation 
in  interfering  with  the 
pleasure  of  others. 
Bertrand  Russell 


To  refuse  the  sweets  of  life 
because  they  once  must  leave  us, 
is  as  preposterous  as  to  wish 
to  have  been  born  old,  because 
we  must  one  day  be  old. 
William  Concreve 


Whenever  there  are  tremendous 
virtues,  it's  a  sure  sign 
something  is  wrong. 
Bertolt  Brecht 


Abstemiousness  can  be  a  form 
of  self-indulgent 

Malcolm  Mucceridge 


mortifications  arc  those 
which  are  not  known. 
L.\  Rochefoucauld 


Thoughts 

on  the  Business  of  Life 


Most  mortals  have  to  face  difficulties, 
undergo  hardships,  toil  and  sacrifice 
at  one  period  of  their  earthly  journey. 
Tloe  mart  who  idles  away  his  youth 
and  early  manhood,  who  clxises 
pleasure  instead  of  achievement, 
who  prefers  dalliance  to  diligence, 
who  woos  indulgence  instead  of 
industry,  is  destined  to  pay  the  penalty 
of  lost  opportunity  in  after  life. 
Voluntary  self-denial  at  the  beginning 
of  life's  journey  will  avert  involuntary 
poverty,  stress,  sweat  and  indignity 
towards  the  end. 
B.C.  Forbes 


We  may  lay  in  a  stock  of  pleasures, 
as  we  would  lay  in  a  stock  of  wine; 
but  if  we  defer  tasting  them  too 
long,  we  shall  find  that  both 
are  soured  by  age. 
Charles  Caleb  Colton 


Despite  the  success  cult,  men 
are  most  deeply  moved  not  by 
the  reaching  of  the  goal  but 
by  the  grandness  of  effort 
involved  in  getting  there — 
or  failing  to  get  there. 
Max  Lerner 


We  seldom  break  our  leg  so  long 
as  life  continues  a  toilsome 
upward  climb.  The  danger  comes 
when  we  begin  to  take  things 
easily  and  choose  the 
convenient  paths. 
Friedrich  Nietzsche 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  m  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one  volume  edition  of  over  3.000 
"Thoughts  Price  $18.50.  Send  check  and 
order  to:  Forbes  Inc  .  60  Fifth  Ave.,  New  York, 
1001 1.  Add  sales  tax  on  orders  in  New 
York  Slate  and  other  states  where  applicable. 


Abstainer,  n.  A  weak  person  who 
yields  to  the  temptation  of 
denying  himself  pleasure. 
Ambrose  Bierce 


Man's  real  life  is  happy,  chiefly 
because  he  is  ever  expecting  that 
it  will  soon  be  so. 
Edgar  Allan  Poe 


Pleasure  is  the  object,  duty 
and  the  goal  of  all 
rational  creatures. 
Voltaire 


It  is  queer  how  it  is  always 
one's  virtues  and  not  one's 
vices  that  precipitate 
one  into  disaster. 
Rebecca  West 


Life  would  be  very  pleasant 
if  it  were  not  for 
its  enjoyments. 
Robert  Smith  Surtees 


A  Text . . . 

Unto  the  pure  all  things  are 
pure:  but  unto  them  that  are 
defiled  and  unbelieving  is 
nothing  pure;  but  even 
their  mind  and  conscience 
is  defiled. 
Tnus  1:15 


Sent  in  by  Beth  Miller,  Fort  Worth,  Tex. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


He  who  will  warrant  his  virtue  in 
every  possible  situation  is  either 
an  impostor  or  a  fool. 
Claude  Helvetius 


One  of  the  advantages  of  being 
poor  is  that  it  necessitates  the 
cultivation  of  virtue. 
Jerome  K.  Jerome 
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V  CAMRY A 

V  FOR  VROOM. 

153  horsepower,  four  cams,  24  valves    % 

make  for  fast  company.  The  new    ; 

V6-equipped  Camry  Sedans  or 

Wagons  own  the  passing  lane  to  a 

new  world  of  driving  pleasure. 


UNSURPASSED  COMFORT. 


comfort  for  five  in  a  stylish,  contem- 
porary interior  environment.  Optional 
i    automatic  transmission  available. 


II 


NEW  CAMRY  V6  POWER. 

PASSES  ALL 
EXPECTATIONS. 

The  new  Toyota  Camry  V6  will  blur  recent  memories 
of  ordinary  sedans. .  especially  if  they're  in  the  right-hand 


of  putting  fun  behind  four  doors . . .  putting  traffic,  hills  and 
miles  behind  you.  Down  the  road,  you'll  find  Canary's  resale 
value*  as  impressive  as  its  power. 

You  might  expect  such  good  fortune  to  cost  a  small 
one,  yet  it's  the  lowest-priced  V6  import  car  going**  And  it  arrives 
with  all  the  reliability,  comfort  and  sleekness  you'd  expect 
from  a  car  bearing  the  Camry  name— it  just  arrives  more 
swiftly  these  days. 

Camry  Deluxe  V6  Sedan.  Not  just  some  passing  fancy. 

Get  More  From  Life . . .  Buckle  Up! 


The  1986  loyota  Camry  4-Door  Deluxe  Sedan  retained 
of  its  value  based  on  retail  values  listed  in  the 
^feh  Kclfaj  Hluc  Hot*  Aiilci  Market  Report  lor 

tern  Edition  Actual  resale  value  may 

rorval  equipment  geographic 
^Vfchu  le  .ind  mileage 
* "hi*suggcsted  retail  prices 
ike  MrtMiMi.  4th  Edition.  IWiH 
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WHO  COULD  ASK  FOR  ANYTHING  MORE! 


Founded  1946  Executive  offices:  249  Royal  Palm  Way.  Palm  Beach,  FL.  33480  Operating  in  the  United  States.  Canada,  Mexico,  Brazil, 
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H  W  ded,  Hercules 
^urt  work  of  the  Lion 
ot  Nemea.  He  even  got  a 
trophy  out  of  the  deal— a 
lion  skin  for  his  back. 

For  modem  management, 
however,  the  best  way  to 
keep  the  animals  of  Wall 
Street  off  your  back  is  by 
raising  productivity. 

That's  where  we  come  in. 

We've  enhanced  produc- 
tivity for  half  the  top  1000 
companies  in  America.  In 
addition,  we've  worked  in 
25  countries  overseas.  And 
we  don't  just  improve  profits. 
We  also  improve  quality. 

On  average,  our  clients 
realize  a  400%  return  on 
their  investment  in  the  first 
year  after  installation. 

We  not  only  create  produc- 
tivity plans.  We  install  them. 
We  actually  put  in  the  systems, 
fine-tune  them,  even  train 
your  employees. 

Recently,  in  the  steel  in- 
dustry, we  matched  a  client's 
sales  and  customer  service 
requirements  to  machine  ca- 
pacity, manpower  and  mate- 
rial. The  results?  Millions  of 
dollars  in  additional  profits, 
improved  competitiveness 
*V    and  customer  service. 

Alexander  Proudfoot 

The  Power  of  Productivity 

If  you'd  like  to  hear  how 
we  might  work  for  you,  call 
us  at  800-843-4877.  We 
think  it's  the  most  produc- 
tive move  you  can  make. 
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February  1st  1953  is  a  date 
no  Dutchman  will  ever  forget. 

Throughout  the  night,  a 
fierce  storm  surge  in  the  North 
Sea  had  been  piled  onshore  by 
gale  force  winds. 

Just  before  dawn,  horrified 


observers  in  Zeeland  saw  the 
giant  sea  dike  suddenly  bulge 
and  crumble. 

By  noon,  vast  tracts  of  the 
country  were  under  water.  Two 
thousand  people  and  250,000 
farm  animals  died. 


In  the  aftermath,  it  was 
obvious  that  massive  new  sea 
defenses  were  needed. 

The  question  was  how  to 
anchor  them  in  the  treacherous 
shifting  sands. 

We  provided  the  solution. 


For  years  our  fibers! 
polymers  division  had  vii 
on  polyesters  that  Mfll 
strong  as  steel. 

Now  they  wove  hug 
flexible  yet  tough,  whicia 
ballasted  onto  the  sea  * 


.LAND'S  SUNK 


eshed    into   the    dikes 
'  Ives. 
I  e  in  place  the  mats,  and 

es,  were  immovable. 

s  isn't  our  only  contri- 

to  Holland's  well  being. 

are  one  of  the' world's 


biggest  chemical  companies, 
68,000  strong,  at  work  in  50 
countries,  involved  in  areas  as 
diverse  as  car  paints,  catalysts 
and  cancer  research. 

We're  the  world's  leading 
producer  of  kidney  dialysis 


membranes.  And  industrial 
yarns.  Also,  as  it  happens,  salt. 

Last  year  all  this  achieved 
sales  over  US$8  billion. 

Whichever  way  you  look  at 
it,  we've  helped  lay  the  foun- 
dations of  Holland's  prosperity. 
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The  swami 


Bomb  fuses  for  the  Ayatollah 

Forbes  has  devoted  considerable  space  to  articles  about  great! 
wealth  of  uncertain  provenance  that  is  surfacing  in  New  Yorkl 
and  Europe.  In  our  Mar.  7  issue,  Pranay  Gupte  reported  on  thel 
shady  international  dealings  by  the  robed  Chandra  Swami  MaT 
haraj.  In  our  cover  story  of  Dec.  28,  1987  Gupte  wrote  about! 
India's  Hinduja  brothers,  who  offer  only  vague  explanations  for] 
the  huge  wealth  they  display  in  New  York  and  elsewhere! 
Forbes  reported  on  some  places 
they've  done  business.  In  Iran  they 
contracted  to  sell  bomb  fuses  to 
Ayatollah  Khomeini. 

Now  comes  more  information 
about  the  Hindujas.  Jointly,  Radio 
Sweden  and  the  Indian  newspaper 
The  Hindu  traced  $20  million  paid 
by  Sweden's  Bofors  to  a  company 
linked  by  the  two  news  organiza- 
tions to  the  Hindujas  as  an  appar- 
ent fee  for  the  sale  of  Bofors'  howit- 
zers to  India.  In  India,  where  such 
payments  are  illegal,  and  in  Swe- 
den political  storms  are  brewing. 

Why  should  Americans  care?  Be- 
cause these  stories  are  the  tip  of  an  alarming  development: 
Buying  businesses,  influencing  politics,  financing  extravagant 
living — money  of  uncertain  origin  moves  mysteriously,  com- 
pressed into  electronic  impulses  flashed  instantaneously  from 
continent  to  continent.  We  are  not  talking  here  about  legitimate 
investments  made  in  the  U.S.  by  reputable  foreign  businesses, 
but  about  money  that  is  or  could  be  tainted.  Forbes  will 
continue  to  report  on  this  generally  overlooked  story  of  anony- 
mous money  power. 

Nursery  story 

Where  do  reporters  get  leads  for  stories?  Sometimes  from  quite 
ordinary  places.  Matthew  Schifrin  noticed  a  Drexel  Burnham 
TV  commercial  trumpeting  Drexel's  financing  for  a  child  care 
outfit,  Kinder-Care.  Schifrin  wondered:  Was  Kinder-Care  the 
public  service  the  commercial  said  it  was?  He  investigated.  His 
story,  "The  little  nursery  that  lost  its  way,"  begins  on  page  34. 

Korea:  Will  it  out  Japan  Japan? 

That's  the  question  we  ask  on  the  cover  this  issue,  and  the 
answer  seems  to  be:  It  could  happen.  Explains  Andrew  Tanzer, 
our  Pacific  Bureau  Manager:  "The  Korean  work  ethic  is  proba- 
bly the  strongest  in  the  world — even  Japanese  admit  this.  The 
literacy  rate  is  almost  100%,  and  there  arc  thousands  of  U.S. 
made  Ph.D.s  in  the  work  force.  Wisely  anticipating  higher  labor 
costs,  big  Korean  companies  are  already  going  multinational, 
building  plants  in  Thailand,  Mexico,  the  U.S."  Using  the  bril- 
liantly managed  conglomerate  Samsung  as  proxy  for  the  econo- 
my, Tanzer  tells  why  he  thinks  South  Korea  is  becoming  a 
world  industrial  power.  "Samsung:  South  Korea  marches  to  its 
own  drummer"  begins  on  page  84. 
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Is  your  idea  of  skincare 
a  bar  of  soap 
and  a  razor? 


Its  time 


erious 


LAUDER 
FOR  MEN 

Skin  Comfort  Lotion 


We  know  that  skincare  hasn't  exactly  been  at  the 
top  of  your  priority  list.  So  we're  going  to  make 
this  simple,  just  smooth  a  little  Skin  Comfort  Lotion 
on  after  you  shave  and  its  lightweight  formula 
will  work  to  bind  moisture  into  your  skin, 
improve  its  elasticity  and  help  increase  the  rate 
of  cell  renewal.  Your  skin  will  feel  smoother, 
look  better.  We  made  it  just  that  easy.  Because  we 
knew  you  wouldn't  have  it  any  other  way. 
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Swiss 

banks, 

adieu 

Apr.  20,  1987 


As  U.S.  regulators  probed  deeper  be- 
hind the  veil  of  secrecy  surround- 
ing Swiss  banking,  tiny  Luxembourg 
last  year  was  making  its  mark  with 
banking  laws  that  made  deposits 
there  virtually  untraceable.  All  but 
unnoticed,  money  had  begun  pouring 
from  Switzerland  into  the  nearby 
Grand  Duchy,  Forbes  reported. 

Now  the  Swiss  Banking  Commis- 
sion is  alarmed.  In  its  annual  report 
the  commission  noted  the  increasing 
number  of  foreign  investment  funds 
being  established  by  Swiss  banks  in 
foreign  countries,  especially  Luxem- 
bourg. (Luxembourg  now  boasts  some 
$35  billion  worth  of  investment 
funds,  nearly  10%  of  that  managed  by 
Swiss  banks.)  The  commission  is  con- 
cerned, not  least  because  Swiss  law 
may  no  longer  control  such  funds. 

The  Swiss  commission  predicts 
that  the  trend  is  here  to  stay.  Switzer- 
land is  no  longer  as  competitive  as 
other  financial  centers,  it  says,  thanks 
to  investment  fees  and  stringent 
banking  laws  unchanged  for  20  yens 
Worse,  it  is  not  in  the  European  Eco- 
nomic Community,  which  will  soon 
require  that  funds  based  in  member 
nations  be  freely  marketed  in  all  other 
EEC  countries.  Thus,  the  Swiss  are  at 
a  disadvantage  they  cannot  remove 
without  compromising  their  trea- 
sured neutrality  — Alv«.sa  A.  Lappen 


Of  stocks 
and  socks 

Mar  7.19 


first-quarter  profits,  to  $179.5  mil- 
lion, despite  a  16%  rise  in  revenues, 
to  $12.2  billion.  Allstate  Insurance 
Group's  decreased  tax  benefits  and 
heavier  winter  claims  caused  nearly 
60%  of  the  decline  in  profits.  Also, 
the  Coldwell  Banker  real  estate  group 
sold  less  of  its  holdings;  just  10%  of 
the  drop  came  from  retailing,  where 
post-Christmas  margins  were  thin. 

So  where's  the  turnaround?  Sears' 
Discover  credit  card  made  its  first 
quarterly  profit  ever  and  if,  as  expect- 
ed, it  nears  break-even  for  the  year,  its 
earnings  will  effectively  rise  $125 
million  year-to-year.  Allstate  fore- 
casts lower  earnings.  But  Coldwell 
Banker's  numbers  should  rise  a  bit. 
Meanwhile,  the  merchandising  pic- 
ture isn't  as  grim  as  the  first  quarter 
makes  it  seem.  Why?  Retailers'  first 
quarters  are  not  nearly  as  important 
as  fourth  quarters — and  Chairman  Ed- 
ward Brennan  thinks  that  merchan- 
dising improvements  plus  an  expect- 
ed 7.5%  rise  in  disposable  income, 
low  unemployment  and  moderate  in- 
terest rates  will  boost  Sears'  results. 

Brennan  is  so  confident  that  Sears 
has  forecast  earnings  for  the  first  time 
in  history,  predicting  it  will  beat  rec- 
ord 1987  profits  of  $1.65  billion  this 
year.  Sears'  strategy  is  counted  in 
years,  not  quarters.  Thus,  gains  in 
1988  will  continue  the  turnaround 
that  began  in  1986. — Steve  Weiner 


Life  begins 
at  70 

July  13,  1987 


Attei  ten  years  of  erratic  and  BUbpai 
earnings  at  Sears,  Roebuck  &  Co., 
S  wrote  only  two  months  ago 
that  the  Chicago-based  retailing    real 
and  financial  services  giant  was 
ing  clear  signs  of  a  turnaround. 
has  reported  a  38%  drop  in 


A  retired  and  bored  petrochemical 
executive  in  1982,  Gordon  Cain 
had  by  last  year  become  a  big  name  in 
chemicals  by  buying  several  com- 
modity plants  at  bargain  rates  in  le- 
veraged deals  and  turning  them 
around.  At  75,  Cain  was  forming  his 
biggest  venture  ever — Cain  Chemical, 
a  union  of  seven  Du  Pont,  Union  Pa- 
cific, ICI  and  PPG  plants  with  about 
$1.5  billion  in  annual  ethylene  and 
other  sales.  Forbes  applauded  Cain's 
brand  of  entrepreneurial  capitalism. 

Cain's  largest  endeavor  has  now 
paid  off.  Last  month  Occidental  Pe- 
troleum agreed  to  buy  Cain  Chemical 
for  $:  1  billion— $1.25  billion  of  it  in 


cash — a  huge  price,  considering  that 
Cain  and  other  investors  had  put  only 
$25  million  in  equity  into  the  plants 
that  cost  them  $1  billion. 

Why  the  quick  turnaround?  Cain 
had  bet  that  ethylene  prices,  which 
were  hovering  at  a  low  of  13.5  cents 
per  pound  last  summer,  would  rise 
within  two  years.  In  fact,  within 
months  after  he  bought  the  last  plant, 
prices  had  gone  to  20  cents  per  pound. 
Ethylene  is  now  fetching  26  cents  a 
pound — in  all,  a  93%  increase. 

Cain  can  also  thank  employees: 
Given  the  division  of  10%  of  operat- 
ing profits  (after  debt  service)  among 
workers,  plus  direct  investments  and 
an  employee  stock  ownership  plan 
that  give  them  a  43%  stake,  they 
raised  productivity  15%.  Employees 
have  earned  the  $538  million  they 
will  make  on  the  deal.  As  has  Cain  his 
own  gain  of  $100  million. — A.A.L. 


Muddy 
waters 

May  4.  1987 


Belize,  Central  America's  only  En- 
glish-speaking country  and  one 
with  a  long  history  of  stable,  demo- 
cratic government,  has  been  trying  to 
stimulate  its  economy  by  courting 
foreign  investment,  mainly  Ameri- 
can. While  noting  the  considerable  in- 
centives being  offered,  Forbes  last 
year  counseled  caution,  opining  that 
there  were  few  quick  profits  to  be  had. 

Quick  profits  still  seem  far  off.  Yet 
prospective  foreign  investors  are  re- 
questing far  more  information  than 
last  year.  Several  small  factories  have 
opened,  and  new  funds  are  going  into 
small  farms  and  new  or  expanded 
tourist  facilities.  A  West  German 
group  has  ambitious  plans  to  develop 
low-lying  land  around  Belize  City. 
Texas  investor  Walter  M.  Mischer  Sr.; 
who  with  partners  owns  nearly  one- 
eighth  of  the  country's  land,  is  still 
clearing  acreage  for  a  large  farm. 

Others  are  scaling  back.  Coca-Cola 
has  shelved  plans  to  develop  50,000 
acres  of  citrus  groves,  and  other 
American  farms  have  closed. 

But  the  huge  investment  in  resorts 
will  soon  get  a  boost.  Eastern  and 
Continental  plan  to  start  daily  service 
from  Miami  and  Houston,  routes  now 
plied  only  by  little-known  Central 
American  carriers  that  U.S.  travelers 
often  shun. — William  P.  Barrett 
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'V  ..'•■  ~CR  INDUSTRIES 
INCOME  STATEMENT 


December  31,  1987 


SALBS 

COST  OF  <^£ 

GroJs  Mar 
OPERATING  EXPENS 

Salaries 

Health  Care  Benefits 

Insurance 

Depreciation 
^hipping 

professional  Services 
^T^Rent 


'6  &  Marketing 
Travel  &  EntertyBinaent 
Advertising 
Other 
Other  Administrative 
TOTAL       ~A> 

INCOME  FROM  OPERATIONS 
INTBRBST  INCOME 
INTBRBST  EXPENSES 
WCOME  TAXBS 


$  4,400,000 
750,000 
450,000 
500,000 
750,000 
300,000 
1,500,000 
400,000 

MA,  000 

2,900,000 

300,000 

I 

^■,000 
80.000 
I : 50 ,000) 
-  600,000) 

I  4, »0,  000 
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Most  ceo's  are 

suffering  from  a  serious 

health  problem. 


There's  an  epidemic  sweep- 
ing the  country  that  is  causing 
considerable  pain  for  upper 
management. 

Its  called  Rising  Employee 
Health  Benefits  Costs. 

This  year  alone,  many  com- 
mercial health  insurers  are  slated 
to  hike  their  premiums.  This, 
after  the  many  record  increases 
of  last  year. 

At  NWNL  Group,  we're 
doing  everything  we  can  to  help 
remedy  the  situation  by  working 
closely  with  our  clients. 

You  see,  we  look  at  your  com- 
pany's insurance  needs  differ- 
ently, so  we  find  solutions  others 
may  not  have  seen  before. 

Our  Health  Information 
Consulting  Services  (HICS)  is  a 
prime  example.  We  combine  our 


extensive  national  healthcare 
database  with  detailed  analysis 
of  your  employees'  treatment  pat- 
terns and  provider  usage. 

With  this  information  we're 
able  to  provide  you  with  a 
sophisticated  management  tool 
that  targets  cost  control  efforts 
for  the  greatest  impact. 

If  you're  feeling  the  effects  of 
rising  employee  benefits  costs, 
remember  that  NWNL  Group 
can  do  a  lot  to  make  you  feel 
better. 

For  our  special  booklet  "10 
Ways  To  Cut  Benefits  Costs,"  call 
or  write  Ginny  Patrick,  NWNL 
Group,  Box  20,  Minneapolis, 
MN  55440,  (612)  372-5784. 

ml  NWNLGROUP 

We  look  at  things  differently 


A  division  of  Northwestern  National  Life  Insurance  Company,  Minneapolis,  MN  (not  admitted  in  the  State  of  New  Yorkl. 
The  North  Atlantic  Life  Insurance  Company  o{  America.  Jericho,  NY  (a  member  of  the  NWNL  Companies). 
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A  drug  on  the  market? 


Michael  Grecxo  Figure  Group 


Mutual  fund  master  Hemic  Cornfeld 

After  Europe,  Latin  America? 

Bcrnie  Cornfeld,  jailbird  turned  vita- 
min salesman,  is  laying  the  ground- 
work for  a  new  offshore  mutual  fund. 
For  those  who  are  very  young  or  who 
have  short  memories,  Bcrnie  ran  In- 
vestors Overseas  Services,  a  $3  billion 
mutual  fund  empire  based  in  Geneva, 
and  was  kicked  out  of  the  company  by 
his  own  board  in  1970  amid  allega- 
tions of  gross  mismanagement.  Corn- 
feld was  never  convicted  of  securities 
law  violations,  but  the  SEC  has  barred 
him  from  ever  setting  up  a  mutual 
fund  in  this  country.  Contacted  by 
Forbes  at  his  posh  Beverly  Hills 
home,  Cornfeld  confirmed  he  will 
make  a  mutual  fund  comeback. 

According  to  sources,  Cornfeld  re- 
cently met  in  New  York  with  former 
colleagues  from  IQSdays  to  talk  about 
running  a  fund.  After  hearing  what 
Cornfeld  had  in  mind,  the  mortified 
money  runners  declined  his  advances. 

What  was  it   that  alarmed  Corn- 

feld's  old  associates-   Because  of  the 

SEC  ban,  Cornfeld's  fund  would  have 

tn  be  outside  the  country.  Where?  Our 

sources  say  he  has  Latin  America  m 

mil   I     and  we  all  know  what  kind  of 

money  is  plentiful  there.  Would  Gcn- 

«Joriega  be  a  big  shareholder? 

rout  all  those  Colombian  drug 

-Dyan  M.ithan 

Red  sails  in  the  sunset? 

S    companies  view  glas- 

lot   more  warily  than  their 

.li;  counterparts.  So  says  a  high 


Soviet  official,  and  the  figures  bear 
him  out.  Since  early  1987,  when  the 
Soviet  Union  passed  rules  encourag- 
ing foreign  investment,  about  1,000 
joint  ventures  have  been  proposed. 
Just  200  are  from  the  U.S. 

Statistics  on  completed  agreements 
are  starker:  Of  36  joint  ventures,  2 
came  from  the  U.S.  But  one  back- 
woods boy  seems  to  be  warming  to 
the  Reds.  Don  Tyson  of  Tyson  Foods 
recently  met  in  Moscow  with  Soviet 
officials.  Tyson  would  love  to  sell 
them  management  services,  process- 
ing technology  or  maybe  even  a  few 
billion  chicken  wings.  With  him  on 
his  Moscow  jaunt  was  America's  rich- 
est man,  Sam  Walton  of  Wal-Mart 
Stores.  Is  there  a  Wal-Mart  in  Red 
Square's  future?  A  spokesman  says, 
"No  plans  are  on  the  drawing  board." 

Art  is  money 

The  art  world  is  certifiably  money 
mad  these  days,  but  here's  an  artist 
who's  bucking  the  trend.  Rather  than 
turn  art  into  money,  Harriet  Kline 
turns  money  into  art. 

Working  with  500  pounds  of  shred- 
ded currency — $20  million  worth — 
supplied  by  the  New  York  Fed,  Kline 
has  created  "Money works,"  canvases 


Hand-cast  paper  by  Harriet  Kline 

Art  that  has  real  currency  to  it. 

of  acrylics,  cotton  pulp  and  green- 
backs. The  works,  with  such  timely 
names  as  "Tender  Offer"  and  "Float- 
ing Interest,"  will  be  shown  in  June  at 
New  York's  Schiller-Wapner  Galler- 
ies "  There's  been  such  a  money  tren- 
.  \  going  on,"  says  Kline,  who  uses  the 
bill  shreds  as  "my  brush  stroke." 
This,  surely,  is  art  for  our  times 

Miso  soup  in 
Bluegrass  country 

Even  though  autos  won't  start  rolling 
oil  the  line  at  Toyota's  new  George 
town,  Ky.  plant  for  a  month  or  so, 
some  big  doses  of  Japanese  culture  are 


being  administered  to  the  Bluegrass 
folks.  First,  the  men  and  women  on 
the  assembly  line  study  the  Japanese 
ideal  of  constant  improvement,  called 
kaizen,  with  Japanese  instructors. 
Then,  workers  may  go  to  the  factory 
cafeteria  to  dine  on  miso  soup,  tempu- 
ra  or  hamburgers.  After  lunch,  they 
hop  on  their  bright  yellow  bicycles— 
company-supplied,  naturally — and 
ride  back  to  their  spot  on  the  line. 

Will  all  this  immersion  in  the  Japa- 
nese way  result  in  a  better-built 
Toyota?  Who  knows?  Management 
and  staff  seem  happy  for  now.  And  the 
local  miso  supplier  is  ecstatic. 

Wanna  buy  a  DC  8? 

Kirk  Kerkonan,  high  financier  and 
owner  of  MGM  Grand,  Inc.,  ought  to 
know  how  to  run  an  airline.  He  found- 
ed his  fortune  by  building  one.  Then 
last  fall  he  launched  MGM  Grand  Air, 
the  airline  de  luxe.  Kerkorian  told 
skeptics  he'd  profit  from  fancy  fliersi 
even  though  others  before  him  had 
failed.  Why?  He's  smarter  than  they 
were,  of  course. 

We're  not  so  sure.  According  to  the 
company's  most  recent  10-K,  MGM 
Grand  Air  bought  three  DC-8  planes 
late  last  year  for  $  1 6  million  and  spent 
another  $7  million  refurbishing  them. 
Too  bad,  then,  that  the  planes  were 
found  to  fail  FAA  noise  standards. 
Can  they  be  fixed?  The  technology 
that's  needed,  to  use  the  company's 
words,  "does  not  presently  exist." 

So  Kerkorian's  stuck  with  three 
grounded  planes  and  $23  million  out 
of  pocket.  The  company  says  it  will 
try  to  sell  the  DC-8s.  But  to  whom? 
The  Iranians? 

Fare  games 

Airfares  are  on  the  rise  again,  but 
don't  look  for  record  profits  among 
the  international  airlines.  According 
to  industry  sources,  major  worldwide 
carriers  face  millions  of  dollars  in  lost 
ie venues  as  a  result  of  complex  cur- 
rency manipulation  gimmicks.  The 
schemes  arc  of  such  magnitude  that 
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nterpol  is  said  to  be  involved. 

The  scheme,  called  "cross  border- 
ng,"  allows  travelers  to  slash  the  cost 
>f  international  air  travel  by  paying 
or  tickets  in  a  soft  or  weak  currency. 
Examples  of  countries  with  soft  cur- 
encies  are  Poland,  Egypt,  India,  Tur- 
cey,  Lebanon,  Nigeria  and  much  of 
iouth  America.) 

Here's  how  it  works.  Let's  say  you 
>ant  to  get  from  Frankfurt  to  New 
ji'ork  on  the  cheap.  Ordinarily,  the 
;  .rip  costs  $1,187  if  tickets  were  pur- 
:  :hased  in  Germany.  Purchase  them  in 
Polish  zlotys,  however,  and  a  trip  to 
Mew  York  costs  just  $549.  So  a  black 
market  agent  draws  up  tickets  for  a 
trip  that  supposedly  originates  in 
Warsaw,  then  goes  to  Frankfurt  and 
then  on  to  New  York.  But,  since  War- 
saw was  never  in  your  plans,  you  rip 
up  the  tickets  for  that  leg  of  the  jour- 
ney, travel  from  Frankfurt  to  JFK  and 
save  $638. 

In  this  case,  it's  Pan  Am  that's  out 
the  $638  you  just  pocketed,  but  other 
airlines  have  the  same  problem.  Japan 
Airlines,  with  the  strong  yen,  has  had 
'to  become  especially  vigilant.  It  re- 
'  cently  began  cracking  down  on  cross- 
border  scammers  by  confiscating  sus- 
picious tickets  at  various  airports  or 
by  making  the  traveler  cough  up  the 
difference  between  the  fares.  Other 
carriers — Pan  Am,  British  Airways 
and  Lufthansa  among  them — report- 
edly have  been  victimized  by  the 
scheme  as  well. 

Why  bother 
with  banks? 

1  As  if  Texas  bank  stock  investors  need- 
ed any  more  bad  news,  now  comes 
word  that  Rauscher  Pierce  Refsnes  of 
Dallas,  one  of  the  largest  investment 
firms  in  Texas,  no  longer  employs  a 
bank  analyst.  Georgia  Head  left  that 
depressing  position  two  months  ago, 
and  the  firm  says  that  it  has  no  plans 
to  replace  her.  We  don't  know  where 
she  went,  but  we  imagine  her  old  of- 
fice with  tumbleweeds  blowing 
through. — Jason  Zweig 

Calling  all  cash 

In  case  you  don't  believe  what  you 
hear  about  the  individual  investor  be- 
ing out  of  the  market,  consider  this. 
Famed  money  manager  Mario  Gabelli 
has  just  reduced  the  minimum  invest- 
ment he  requires  in  his  Gabelli  Asset 
Fund.  What  once  cost  investors 
$25,000  to  enter,  now,  and  until  July 
'  31,  costs  just  $1,000. 

Even  with  the  new,  anyone-can- 
play  rules,  Gabelli  is  not  exactly  rak- 
ing it  in.  Since  Feb.  1,  when  he  low- 
ered the  minimum,  just  750  new  in- 
vestors have  signed  up. 
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Accountemps 

rated  best  by  more 

than  5  to  1  in  an 

independent  national 

survey 


Results  of  a  survey  by  Burke  Marketing 

Research  on  temporary  services  specializing 

in  accounting  and  bookkeeping  personnel. 

The  percentages  reflect  only  the  six  major  specialists 
in  financial,  accounting  and  bookkeeping  positions. 

Personnel  directors  of  a  cross-section  of  large  corporations 
were  asked  this  question: 

"In  your  opinion,  of  the  temporary  services  specializing  in 
accounting  and  bookkeeping  personnel,  which  one  is  best?" 

The  result:  Accountemps  was  rated  best,  by  more  than  5  to  1 
over  the  next  national  temporary  specialist  in  accounting  and 
bookkeeping  personnel. 

Next  time  you're  shorthanded,  or  have  projects  requiring 
experienced  accountants  or  bookkeepers,  call  Accountemps, 
the  temporary  specialist  rated  best  by  the  personnel  experts. 
Accountemps,  a  part  of  the  Robert  Half  organization,  has 
130  offices  on  three  continents. 

accountemps, 


Where  Second  Best  Is  Not  Good  Enough 
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Lake  of  the 
OzgrkSt* 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc..  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  trie  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 
Obtain  the  Properly  Report  required  by  Federal  law 

and  read  n  before  signing  anything  No  Federal 
agency  has  |udged  the  merits  or  value,  if  any  of  this 

properly  Equal  Credit  and  Housing  Opportunity 

Not  an  offer  or  solicitation  in  those  states  where  the 

property  is  not  registered 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice  Wnte  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  tor 
the  subscription  you  preli  i  ]  1  year 
$45  □  3  years  $90  (the  equivalent  ot 
one  year  free|.  Canadian  orders,  1  year 
$79C,  3  years  $176C.  Order*  tor  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 

LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name        ipleasc  print) 


New  Address 


Zip 


Date  -        i 
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Readers  Say 


Right-hand  man 

Sir:  Re  the  Republican  Party's  vice 
presidential  possibilities  (Fact  and 
Comment,  Apr.  18).  My  choice  is  a  pa- 
triot in  the  truest  sense,  George 
Shultz. 

— Roberts.  Gruber 
New  York,  NY. 

Sir:  One  name  could  add  real  strength 
to  the  ticket:  Secretary  of  Education 
William  Bennett. 
— Anthony  Gilligan 
Basking  Ridge,  N.J. 

Sir:  I  appreciate  your  thinking  of  me. 

Please  know  that  I  stand  ready  to  be  of 

service  in  any  way  that  I  can. 

— Carroll  A.  Campbell  Jr. 

Governor, 

State  of  South  Carolina 

Columbia,  S.C 

Sir:  Jeane  Kirkpatrick  would  certainly 

add  some  foreign  policy  strength  to 

the  ticket. 

— James  P  Asbbyjr. 

Palos  Verdes  Estates,  Calif 

Sir:    Ronald    Reagan    would    attract 
votes  and  is  qualified  to  attend  all  the 
foreign  funerals. 
— George  I  Jacks 
Extort  I'a 


Grand  slam 

Sir:  In  baseball,  a  "low-cost"  producer 
will  generate  only  low-quality  talent 
("Top  dollar  isn't  top  dog,"  Apr.  4). 
Individual  performance  is  what 
counts  in  baseball.  Please  stick  to 
business.  If  your  stock  picks  were  as 
good  as  your  sports  picks,  you  would 
be  out  of  business. 
— TbomOS  Donahue 
Philadelphia.  Pa 


Wrong  adjustment 

Sir:  Your  elimination  of  the  "fresh 
start"  adjustment  from  insurers'  net 
income  is  incorrect  in  your  Forbes 
500s  Annual  Directory  M/;/  _'5"y. 

The  adjustment  is  a  savings  in  actu- 
al tax  payments.  It  will  continue  to 
provide  a  benefit  to  insurers  over  the 
next  several  years.  This  "fresh  start" 
provision  bears  no  resemblance  to  the 
life  insurance  provision  of  several 
years  ago,  which  was  truly  a  one-time 


benefit  that  provided  no  immediat 

cash  savings. 

— M.R.  Greenberg 

President, 

American  International  Group,  Inc. 

New  York,  NY 


Free  advertising 

Sir:  I  would  love  to  see  this  Cosmopoli 

tan  ad  in  Fact  and  Comment.  A  mos 

effective  and  unpaid  boost  for  Forbe: 

magazine. 

— Richard  Simonson 

New  York,  NY 


Congratulations 

Sir:  Having  been  involved  in  the  tech 
nology    publishing    business    (trade, 
business  and  consumer)  for  28  years,  I 
am  compelled  to  congratulate  Forbes 
and  George  Gilder  for  "You  ain't  seen 
nothing  yet"  (Apr.  4),  the  best  technol- 
ogy article  I've  read  in  a  nontechnical 
publication. 
— Bernard  M  Gittelman 
President, 
The  Gittelman  Co. 
( onshobocken,  Pa. 


Honorable  mention 

Sir:  Thank  you.  It  is  always  an  honor 
to  be  mentioned  in  Fact  and  Com- 
ment (Af>r   18).  I  had  so  much  fun  at 
the   70th  Anniversary  party  I  can't 
wait  for  the  75th.  Don't  forget. 
— Howard  II  Baker 
Chief  of  Staff, 
The  White  House 
Washington,  D.C 
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Stop  your  sobbing 

Sir:  Your  article  "Sob  for  the  sisters" 
(Apr.  4)  persecutes  editorial  change 
and  editorial  improvement.  Don't 
magazine  editors,  yours  and  mine, 
change  to  stay  current,  to  adapt  to  a 
changing  world?  Better  Homes  &  Gar- 
dens has  a  circulation — never  re- 
duced— of  8  million.  We  must  be  do- 

i  ing  something  right,  like  continually 
massaging    our    editorial.    We    sure 
don't  consider  this  a  problem. 
—J.  Wesley  Silk 

'  Executive  Publisher, 
Better  Homes  &  Gardens 
New  York,  NY. 


Credit  Disraeli 

Sir:  Re  your  William  Colby  quote  in 
Other  Comments  (Apr.  18)  Benjamin 
Disraeli  originally  said  it  in  the  1800s. 
—Wilbur  A.  Dicus 
Sacramento,  Calif. 

Sir:  Colby  plagiarized  the  great  Win- 
ston Churchill. 
— Roy  Benstead 
El  Cajon,  Calif. 

Sir:  The  origin  is  of  the  great  French 
philosophy   school — Rousseau,    Des- 
cartes or  Tocqueville. 
—Robert  L.  Wesson 
Wayne,  Pa. 


Sir:  Seems  to  me  that  Colby  was  just 
biden  his  time. 
— M.C  Hendrickson 
Tustin,  Calif. 


Eggheads 

Sir:  Your  editorial  in  the  Apr.  18  is- 
sue, "If  an  intellectual  is  also  intelli- 
gent, it's  a  coincidence,"  recalls  the 
definition  of  the  late  Bishop  Fulton  J. 
Sheen:  "An  intellectual  is  a  person 
educated  beyond  his  intelligence." 
—A  Thomas  Veltre 
West  Caldwell,  N.J. 


All  aboard 

Sir:  You  say  that  the  Panama  Canal  is 
"no  longer  a  jugular  vein  for  the  U.S." 
(Fact  and  Comment,  Mar.  21).  If  in  2001 
a  Panamanian  dictator  closes  the  ca- 
nal during  a  European  or  Mideast  cri- 
sis, does  Amtrak  have  secret  plans  for 
moving  destroyers  and  cruisers  by  rail 
from  San  Diego  to  Newport  News? 
— Thomas  J  Mullen  Jr. 
Flemington,  N.J. 
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Before  that  top  coat  of  paint  goes  on, 
there  are  19  other  exterior  finishing  steps. 
Everything  from  a  layer  of  zinc  phos- 
phates to  a  PVC  undercoating. 

Then  each  of  the  four  coats  of  paint  is 
cured  in  separate,  slow-bake  cycles. 

Admittedly,  23  steps  takes  longer 
But  the  result  is  a  longer  lasting  finish.  With 
an  exceptional  depth  of  luster 

"his  adamant  attention  to  detail  is 
xoughout  every  phase  of  the 
istruction.  Which  makes  it  one 
st  performance  automobiles 

..,   [I  MM  '    »1 


you  can  drive.  And  if  you  choose  to  sit  in  I 
leather  trimmed  interior'while  doing  the 
driving  so  much  the  better 

Call  1-800-TO-ACURAforthedeale 
nearest  you. 


ACURA 

PREQSION  CRAFTED  PERFORMANCE 
A  division  of  American  Honda  Motor  Co.,  Inc. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


AN  ENTHUSED  JACKSON  IS  KEY  TO  DUKAKIS  CAMPAIGN 

How  to  turn  on  Jesse  Jackson,  how  not  to  turn  off  his  very  strong  claim  to  the  Vice  Presidency.  To  keep  him  and 

avidly  dedicated  supporters,  is  now  the  crucial  question  his  followers  ready  to  go  all  out  in  November,  most  any- 

for  Democratic  nominee-to-be  Dukakis.  thing  less  will  be  a  tough  sell. 

Conventional  wisdom  would  suggest  that,  as  the  heavy  But  a  far,  far  tougher  sell  would  be  a  Democratic  ticket 

runnerup  at  the  convention,  Mr.  Jackson  will  have  a  very,  that  put  Jesse  Jackson  a  heartbeat  away  from  the  Presidency. 

WHO  FOR  VEEP  WILL  PROVIDE  PRECONVENTION  EXCITEMENT 

for  both  Democrats  and  Republicans.  While  Jackson  won't  For  sure  there  will  be  no  oratorical  fireworks  from  either 

be  sitting  on  the  throne,  he's  certainly  going  to  be  the  ticket  head. 

major  power  behind  it.   For  the  no-power-behind-the-  To  influence  voters,  they'll  have  to  depend  on  what  they 

throne  Republicans,  the  question  is,  who  will  add  appre-  say  rather  than  how  they  say  it. 

ciable  power  to  the  Bush  ticket?  Which  could  be  for  the  best. 

A  TRADE  BILL  THAT  WOULD  MANACLE  THE  PRESIDENT'S  ABILITY 

to  negotiate  bilaterally  and  with  international  trade/tariff  bod- 
ies is  a  no-trade  bill.  And  absolutely  no  good  for  the  health  of  the 
U.S.  economy  and  the  economies  of  the  rest  of  the  world. 

THE  RECENT  101  POINT  STOCK  DROP  IS  A  SHARP  REMINDER 

that  no  coordinated  or  agreed-to  measures  were  taken  to  comprehensive  recommendations  for  steps  to  be  taken  to 

stem  a  repeat  of  that  508-point,  insane-by-any-standard,  be  sure  momentary  insanity  doesn't  again,  in  one  day, 

i6'/2-hour  market  debacle  last  Oct.  19.  near-wreck  the  world's  greatest  stock  market  exchange. 
Never  has  any  Wall  Street  event  lent  itself  to  a  definitive  The  confidence  of  millions  of  modest  investors  remains 
autopsy  more  than  that  one  day  of  titanic  panic.  The  Brady  sorely  shaken.  Not  investors,  but  traders  and  speculators 
Commission  made  an  impressive  start  in  a  relatively  dominate. 
'  short-term  time  span.  There  have  been  miscellaneous  Until  fact-based  and  sense-making  measures  are  pro- 
other,  more  detailed  tracings  of  specifics.  Many  have  posed  and  implemented  by  the  exchanges,  the  SEC,  the 
opined  about  what  happened  and  why.  Treasury  and  Wall  Street  in  general,  it  seems  the  market 
But  as  we  are  reminded  by  the  market's  occasionally  will  continue  to  seem  too  unreal,  too  dangerous  to  too 
jolting  gyrations,  no  authoritative  group  has  come  up  with  many  real  investors. 

...  WHICH  IS  A  CRYING  SHAME  BECAUSE 

the  prices  of  most  common  stocks  are  unreal  today  only  in  Aggressive  acquirers  and  raiders  are  again  able  to  raise 

the  sense  that  they  are  unreal-ly  low.  hundreds  of  millions  at  high-interest,  short-term  terms. 

Which  is  why  takeovers  are  again  flourishing  as  if  Oct.  The  common  stocks  of  most  decent  companies  are  sell- 

19  was  a  mere  blip.  Foreigners,  flush  with  half -priced  ing  well  below  their  worth  as  going  concerns  or  their 

dollars,  are  enjoying  a  field  day  in  bargainland  U.S.A.  worth  after  being  chopped  into  pieces. 

r 
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AUTOMATIC  TRANSMISSIONS  SUDDENLY  SURGING  INTO  HIGH 


have  been  plaguing  a  number  of  car  owners  for  quite  a 
while.  Manufacturers  are  having  the  devil's  own  time 
trying  to  find  out  what  possibly  could  be  causing  this 
sporadic,  sudden  acceleration.  I  read  somewhere  that  some- 
one had  even  suggested  the  Moon  could  be  the  villain  of  the 
piece  and  said  to  myself,  "How  way  out  can  one  get?" 

But,  lo  and  behold,  recently  in  the  New  York  Times  was 
this  headlined  report:  "lunar  tug  may  cause  magne- 
tism of  the  earth.  Two  scientists  at  the  University  of 


Georgia  have  proposed  that  the  Moon  may  be  responsible 
for  the  Earth's  magnetic  field.  Lunar  gravity,  they  say, 
tugs  the  solid  inner  core  of  the  Earth  away  from  the 
planet's  center  point,  much  as  the  Moon  pulls  the 
oceans,  producing  tides." 

Despite  my  nilsville  comprehension  of  the  above  jargon, 
I  thought  occasional  loony-Moon  behavior  maybe,  really, 
could  be  the  automatic  transmission  culprit  that  hasn't 
been  found. 


TERMINAL  ARCHITECTURE  LOOKS  BACK  FOR  DRAMATIC 

If  you  haven't  been  to  United  Airlines'  new  terminal        Now,  aided  and  abetted  by  an  on 
in  Chicago,  look  forward  to  it.  that  cares  about  both  function  and 

In  the  course  of 
that  century  and  a 
half  when  rails  tied 
together  nations  and 
continents,  great 
trains  departed  from 
and  arrived  at  glori- 
ous terminals  in 
most  major  cities. 
Because    of    smoke 

and   din,    the   struc-  Today's  people-movers move  tbrougp  the  architecture  of tomorrow 

tures  had  to  be  very  high  and  wide.  And  because  iron  and  The  corporate  image  that  results 
glass  made  the  most  economic  sense,  terminals  often  tial  to  the  bottom  line  as  rigorous 
turned  out  to  be  handsome  and  graceful.  And,  sometimes,  more  so. 


NEW  HIT 

-the-ball  management 

esthetics,  United  has 
a  stunning  vast 
structure  that  gives 
more  lift  to  the  spir- 
it than  do  the 
flights  it  hosts. 

What  a  total  dif- 
ference a  few  more 
bucks  for  first-rate 
architecture  make 
to  everyone  and  ev- 
erything it  impacts. 

can  be  as  consequen- 

cutting. 


S AFIRE  BEAUTIFULLY  PINS  PAINFUL  EUPHEMISMS 


No  matter  how  kind  and  well-intentioned,  euphemism 
overkillers  can  and  do  distort  to  the  point  of  destroying  the 
real  meaning.  Our  foremost  guru  of  words  and  phrases,  Bill 
Safire,  observes  in  the  New  York  limes  Magazine — 

"Euphemism  had  its  fair  uses:  Love  Juld  made  life  less 
harsh  for  bastard*,  and  handicapped  was  used  when  crippled 
stung.  (An  Atlanta  business  association  uses  differently 
abled,  but  that  strikes  me  as  a  too-kind  locution  that 


pretends  no  handicap  exists.)  When  euphemism  lessens 
pain  and  does  not  deny  truth,  use  it. 

"Let  us  recoil  in  unison  from  tube  steak's,  the  misleading 
new  name  for  frankfurters.  And  what  about  those  broad- 
casters who  refer  to  commercial  spots  as  announcements? 
That's  a  sneaky  way  to  hide  a  word  from  our  sponsor." 

Thank  goodness  a  few  far-reaching  writers  are  effective- 
ly policing  the  language  beat. 


FOR  NEWSSTAND  SALES,  COVERS  DO  MAKE  A  DIFFERENCE 

While  for  us  and  other  business  magazines  newsstand  Would  you  believe,  between  the  best-seller  of  Forbes' 

salts  are  not  major,  there  is  sometimes  g  major  difference  three  best  and  the  least  of  the  three  least-selling  issues 

in  the  numbers  thus  sold.  Obviously,  the  subject  matter  is  last  year,  there  was  a  difference  of  nearly  75,000  copies 
the  key,  along  with  the  art. 


in  newsstand  sales. 
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NO  WONDER  THE  STOCK  MARKET'S  JUMPING  UP  AND  DOWN 

It's  because  the  High  Priests  of  Fashion  are  at  war.  One 
amp  decrees  that  minis  above  the  knees  (way,  way  above, 
ay  some)  are  In.  Way  down  and  you're  out.  But  the  Below 
lie  Knee  forces  seem  to  be  more  numerous. 

That  the  ups  and  downs  of  hemline  fashions  forecast  the 
tock  market's  direction  is  the  claim  of  one  Wall  Street 
oterie,  and  their  proof  lies  in  this  depiction,  "designed" 
iy  New  York  economist  Ira  U.  Cobleigh. 

While  the  current  hemline  battle  waxes  and  wanes,  so 
rill  the  market.  If  you  want  to  know  where  tomorrow's 
)ow  Jones  is  headed,  don't  look  to  Wall  Street  experts. 

Call  John  Fairchild. 


1967 


1977        1987 


IN  THE  "SHOW  ME"  STATE  OF 

In  a  delightful  twist  on  law  and  order,  the  Missouri 
xatemal  Order  of  Police  runs  a  "Most  Creative  Excuse  For 
ipeeding"  contest,  and  here  are  a  couple  of  real  winners,  as 
loted  in  the  Benton  County  (Mo.)  Enterprise: 

Explained  a  stopped-for-speeding  pizza  delivery  boy, 
1  'My  tires  squealed  because  there  is  a  lot  of  pizza  cheese 
ind  grease  on  this  lot  and  the  grease  makes  you  drive  faster 
han  you  think  you  are  going." 

TALKING  IT  OUT  BEATS 

getting  talked  out  of  it. 


MISSOURI,  MOTORISTS  TRY  TO 

The  police  officer  who  reported  that  item  won  a  new 
radar  detector — from  the  Fraternal  Order  of  Police  yet! — 
for  having  the  top  excuse. 

A  runnerup:  "My  friend  passed  me  driving  very  fast.  I 
was  trying  to  catch  him  to  tell  him  to  slow  down." 

Another:  "Stopped  a  30-year-old  female  for  speeding  37 
in  a  25  zone.  She  stated  she  was  in  a  hurry  to  get  home  as 
her  license  plates  were  going  to  expire  at  midnight." 

WHERE  YOU'RE  COMING  FROM 

often  indicates  where  you're  going. 


BOOKS 

•  Jackie  Mason's  "The  World 
According  To  Me!" — (Simon 
&  Schuster,  $16.95).  This  hi- 
larious, essaying  wit  murders 
everything  and  everyone  his 
tongue  tackles — which  is  al- 
most everyone  and  everything. 
Even  an  LP  is  included  to  bear 
that   Jackie   Mason   sounds 


witness   to   the   fact   tnat   Jackie   Mason   sounds   even 

funnier  than  he  reads. 

Excerpts:  I  don't  blame  Ronald  Reagan  for  the  deficit. 
This  is  the  richest  country  in  the  history  of  the  world  and 
every  year  we  lose  money.  The  real  reason  is  the  Congress 
and  the  Senate.  They  get  paid  whether  we  lose  money  or 
not,  so  they  don't  even  care.  Why  should  they  care!  I  say 
out  them  on  commission! .  .  .  They're  building  special 
homes  now  for  Jewish  wives — no  kitchens.  A  Jewish  wife 
sees  a  kitchen,,  she  gets  a  heart  attack.  Today  when  a 
Jewish  woman  says  "I  do,"  that's  the  last  thing  she  does 
and  that's  it.  .  .  .  An  average  guy  makes  a  date  with  a  girl. 
It  costs  him  $100,  $200.  I  make  a  date  with  a  girl,  it  costs 
me  nothing.  Nothing!  I  come  up  to  her  house.  She  wants 
to  go  out.  I  let  her  go.  Let's  be  honest,  why  does  a  guy  take 
a  girl  out  in  the  first  place!  He  takes  her  out  so  he  can  be 
with  her  when  she  comes  back.  I'm  there  already.  .  .  . 
People  say  you  shouldn  't  pick  on  Nixon,  he's  got  phlebitis. 
It's  syphilis,  not  phlebitis!  Let 's  be  honest,  you  can 't  screw 
200  million  people  and  wind  up  with  phlebitis.  .  .  .  Gen- 


tiles are  definitely  happier,  because  nothing  bothers 
them.  They  don't  even  know  where  their  children  are.  A 
Jewish  mother  knows  where  her  kid  is  until  he's  98.  You 
ask  a  gentile,  "Where's  your  kid!" 

"I  haven't  seen  him  since  he  was  four  and  a  half.  I 
told  him,  'Once  you  can  walk  you're  on  your  own  and 
that's  it.'  " 


•  The  Jumping  Frog — by  Mark 
Twain  (Chronicle  Books,  $12.95).  In 
this  attractive,  slim  volume,  the  origi- 
nal Mark  Twain  tale  is  told;  then  the 
French  version  is  included,  followed 
by  the  third  with  Twain's  satirically 
verbatimized  retranslation.  It  never 
occurred  to  me  the  original  merited 
reprinting,  never  mind  all  three  versions.  If  his  reputation 
depended  on  this,  he'd  have  none. 

Excerpts:  [The  writer]  straightway  proceeds  to  translate 
(my  Jumping  Frog  story]  into  French  in  order  to  prove  to 
his  nation  that  there  is  nothing  so  very  extravagantly 
funny  about  it.  Just  there  is  where  my  complaint 
originates.  He  has  not  translated  it  at  all;  he  has  simply 
mixed  it  all  up;  it  is  no  more  like  the  Jumping  Frog 
when  he  gets  through  with  it  than  I  am  like  a  meridian 
of  longitude.  .  .  .  The  French  are  called  a  polished  na- 
tion. If  I  had  a  boy  that  put  sentences  together  as  they 
do,  I  would  polish  him  to  some  purpose. 
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Since  we  started  oflerii 
business,weVe  beej 

"he  I JPS  Next  Day  Air  Letter  has  taken  off.  competition  often  charges.  What's  more,  UPS  Ne> 

Which  Lsi  it  s< )  surprising.  After  all,  because  of  our  Day  Air  is  the  only  air  express  service  that  guarant  3 

efficiency,  we  can  delivvr  letters  c  >\  ernight  for  only  $8.30.  overnight  delivery  to  every  single  address,  coast  to 

A  price  that's  considerably  lower  than  the  $14.00  our  coast.  Or  your  money  back.  In  fact,  we  deliver  the  A 

Guide  fa  cornplrte  guarantee  details   i  >  Urriied  ftieel  Service  of  America,  1988 


Vhff 


/ 


the  lowest  rates  in  the 
tting  lots  of  letters. 


-$^ 


Drity  of  our  Next  Day  Air  Letters  in  the  morning.  So  the  next  time  you  have  to  send  an  urgent 

All  of  which  becomes  quite  impressive  when  you  document  overnight,  send  it  by  UPS.The  three  , 

iider  our  competition  can  take  two,  even  three  most  highly  regarded  letters  in  the  business.  U  U  O 

>  to  reach  some  places.  That  is,  if  they  go  there  at  all.  Vfe  run  the  tightest  ship  in  the  shipping  business. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Juicy  Item? 

People  who  dread  the  prospect  of  a 
Bush  Presidency  refuse  to  believe  the 
Iran-contra  scandal's  deadly  sting  is 
spent.  They  now  daydream  about  just 
one  more  juicy  item  that  will  destroy 
the  Bush  campaign. 

Such  is  desperation's  foolishness. 
Exhaustively  collected  political  evi- 
dence leaves  little  room  to  believe 
Bush  can  be  stopped  by  anything  short 
of  a  real  live  candidate,  something 
neither  party  seems  likely  to  produce 
before  the  year  is  out,  if  ever. 

— Russell  Baker,  New  York  Times 

No  Steinway  for  Him 

In  all  his  years  (he  was  born  in 
1888),  Irving  Berlin  never  learned  how 
to  play  a  conventional  piano  properly. 
He  created  something  like  3,000 
songs  and  influenced  practically  every 
songwriter  for  three  generations  by 
pounding  the  black  notes  in  the  key  of 
F  sharp  and  by  using  a  little  lever  to 
convert  them  into  a  fuller  range  of 
sound.  He  has  never  learned  how  to 
read  music. 

— Irving  Berlin, 
by  Michael  Freedland 

Accelerating  Problem 

Some  theories  for  the  sudden  accel- 
eration in  cars  focus  on  the  vulnera- 
bility of  a  car's  computerized  elec- 
tronics brain  to  radio  waves.  In  hopes 
of  triggering  sudden,  unintended  ac- 
celeration, Volvo  sent  four  engineers 
across  the  country  to  drive  around  Air 
Force  bases,  high-voltage  power  lines 
and  air-traffic  control  towers.  Nissan 


Motor  Corp.  ordered  teams  of  drivers 
to  drive  10-hour  shifts  around  the 
Voice  of  America  transmitter  in 
Greenville,  N.C.  The  results  of  all 
these  efforts:  Nothing  happened. 

About  all  that  federal  investigators 
know  after  collecting  more  than  5,200 
complaints  in  20  years  (80%  of  them 
in  the  last  three  years)  and  launching 
full-scale  investigations  into  21  differ- 
ent models  is  that  sudden  accelera- 
tion only  strikes  cars  with  automatic 
transmissions. 

— Bradley  A.  Stertz, 
Wall  Street  Journal 

Kill  Her? 

I'm  not  Katharine  Hepburn.  She's 
this  monster  I've  created,  and  I'm  her 
private  secretary.  I'm  so  damn  sick  of 
Katharine  Hepburn,  I'd  like  to  kill 
her.  On  second  thought,  people  have 
been  so  nice  to  me  lately  because  they 
think  I'm  going  to  die.  Think  I'll  just 
stick  around  a  while,  and  make  the 
most  of  it. 

— Katharine  Hepburn,  Life 

Thai's  Rice 

Rice  production  is  the  single  most 
important  economic  sector  in  Thai- 
land, employing  35  million  farmers, 
some  two-thirds  of  the  population. 
Thailand  is  the  world's  leading  rice 
exporter.  A  U.S.  Commerce  Depart- 
ment study  found  that  Thai  govern- 
ment subsidies  to  rice  amounted  to 
less  than  1%.  By  contrast,  the  U.S. 
gives  about  $1  billion  a  year  to  subsi- 
dize 1 1,000  rice  farmers.  While  keep- 
ing inefficient  U.S.  rice  production 


5 

< 
7 


a  0 

"5 


the  ofBroomfleld,  Marshall,  Andrews,  Wicker, 
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price  "competitive"  by  allowing  U.S.) 
rice  farmers  to  sell  their  crops  for  less 
than  it  costs  them  to  raise  them,  these 
subsidies  also  keep  the  world  price 
for  rice  artificially  low.  This  decreases: 
the  income  of  Thailand's  35  million 
rice  farmers. 

— Asian  Studies  Center,  |i 
The  Heritage  Foundation 


Anyone  who  is  convinced 
that  he  can  fine-tune  the 
economy  doesn't  know 
what  he  is  talking  about. 

— Arthur  F.  Burns, 
former  chairman,  Federal  Reserve 


Blind  Naked 

Barbara    Howar    [TV    journalist]:  . 
Sometimes  you  suspect  that  you  grow 
up  and  get  better  only  because  you've 
tried  every  other  alternative.  But  it's  » 
like  dancing  naked  before  blind  peo- 
ple. I  mean,  men  just  don't  notice  h 
women  of  a  certain  age  in  this  society. 
I  think  they're  so  terrified  of  aging 
themselves    that    they    have    to    be  | 
around  someone  younger,  as  if  they  j 
could  absorb  youth  by  osmosis. 

Frances       Lear       (editor-in-chief,  I 
Lear's}:    Feeling   really   good    comes  J 
from  finally  being  free  from  all  the  | 
anxiety,  all  the  submissiveness,  all  i 
the  fear.  As  a  kid  I  had  no  money,  ii 
Now  I  have  money.  I  have  freedom  to  I 
create.  I  have  my  kids,  whom  I  love.  I  I 
have  friends.  I'm  just  fine  now.  I'm  64. 1 
I  think  women  now  are  going  to  say,  ll 
we  are  valuable,  we  are  productive, 
we  are  different  from  our  predeces- 1 
sors — pay  attention  to  us. 

— Lear's  magazine  i 

Constant  Confusion 

A  gentile  home  is  a  completely  dif-  I 
ferent    environment    than    a   Jewish  | 
home.  A  gentile  home  is  a  workshop  { 
and  a  Jewish  house  is  a  museum.  Go  in 
any  gentile  home  [and]  they  take  you  > 
right  to  the  basement.  They're  fixing  I 
and  banging  and  clanging.  They  fix  | 
everything.  They  build  it,  rebuild  it.  I 
The  toilet  was  once  a  chair.  The  living  ' 
room  was  once  a  kitchen.  The  Ping-  | 
Pong  table  was  once  a  furnace.  The 
second  floor  was  once  a  chimney.  The 
whole  wall  was  once  in  Philadelphia. 
A  Jew  fixes  nothing.  He  either  imports 
and  exports  or  exports  and  imports. 
Did  you  ever  see  a  Jew  fix  anything? 
Everything  is  coming  and  going.  The 
house  is  a  whole  shipping  department. 
— Jackie  Mason's  "The  World 
According  to  Me!" 
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After  A  Day  Of  Competition,  / 
You  Deserve 
A  HotelTHatHas  None. 


;  he  Ritz-Carlton.  A  tradition  of  comfort  and  elegance  born  in  Boston  more  than  half  a  century  ago.  Today,  that 
adition  lives  on  in  several  of  America's  finest  cities.  And  in  resorts  perfect  for  high  level  business  gatherings.  At 
!ach  hotel  you'll  find  the  atmosphere  of  a  gracious  Old  World  home.  Enjoy  gourmet 
■  ining.  Meet  in  richly-appointed  boardrooms  and  conference  rooms.  Ana  the  service: 
•  ersonal,  uncompromising.  In  short,  The  Ritz-Carlton  is  an  incomparable  setting  for 
athering  your  thoughts  and  preparing  for  another  day.  For  reservations,  call  800-241-3333. 


Atlanta      Buckhead (Uptown  Atlanta)      Boston      LagunaNiguel.  So.  California      Naples  Florida 
wchc  Mirage  (Palm  Springs)      Phoenix  (November  1988)      Dearborn  (December  1988)      Philadelphia  (Summer  1990) 


The  Ritz-Carlton 


Liberty  Mutual  says: 

The  same  philosophy 
that  made  us  Nal 
inworkers  4b 
compensation^ 
has  made  ! 
us  a  leader  in 
property  insurance. 

That  philosophy  is  simple:  teamwork.  We  believe  in  today's  complex  insurance  world, 
that  it  takes  more  than  one  person  to  make  sure  your  business  property  is  insured  properly. 

We  believe— as  with  all  business  insurance  we  write— that  it  takes  the  combined 
effort  of  sales,  loss  prevention  and  claims  professionals  as  well  as  underwriting  and 
financial  experts,  all  working  directly  with  you. 

Teamwork  means  working  together  to  determine  which  of  our  wide  variety  of  property 
coverages  is  right  for  your  business.  Teamwork  means  working  with  you  early  on  to  develop 
an  action  plan  should  a  loss  occur. 

We  have  a  philosophy  that  works.  One  that  over  100,000  American  businesses 
•lieve  in  for  their  many  insurance  needs.  A  philosophy  that  has  made  us  No.  1  in 

AMERICA  BELIEVES  IN  ^^^SeHnBusiness  LIBERTY 

LIBERTY  MUTUAL  INSURANCE.  Property  insurance.   MUTUAL 


C  Liberty'Mutual  Insurance  Group  Bosto 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HOW  TO  GET  THE  DOW  TO  3000 


Kill  that  horrendous  congressional  trade  bill. 

President  Reagan  should  veto  it  and  in  doing  so, 
:learly  state  that  the  bill's  flaws  go  beyond  that  publi- 
cized provision  about  plant  closings.  Even  without  this 
:lause,  the  legislation  has  the  potential  of  putting  in 
)lace  serious  obstacles  to  the  future  growth  of  trade, 
especially  the  notorious  "Super"  Section  301  which 
.vould  sharply  reduce  the  President's  flexibility  in  re- 
sponding to  unfair  trade  practices  and  greatly  increase 
:he  potential  for  trade  barriers. 

The  veto  message  should  be  followed  by  a  ringing  decla- 
ration from  Vice  President  Bush  that,  if  elected,  he,  too, 


would  block  such  a  bill.  That  would  provide  a  sharp 
contrast  to  Dukakis'  disheartening  Gephardt-esque  stand 
on  this  critical  issue. 

When  the  trade  deficit  for  February  was  bigger  than 
anticipated,  the  stock  market  tumbled  100  points  for  fear 
that  the  disappointment  would  strengthen  protectionist 
sentiment  in  Congress  and  weaken  White  House  will  to 
resist  it. 

As  the  Depression  showed,  hobbling  trade  is  the  way  to 
ruin.  The  uncertainty  on  trade  is  a  major  reason  stocks  fell 
from  their  peaks  of  last  summer.  Remove  that  fear  and  the 
equity  markets  will  explode. 


A  HERO 


More  than  any  other  individual,  Pakistan's  President 
vlohammad  Zia  ul-Haq  made  possible  the  impending  So- 
viet withdrawal  from  Afghanistan.  The  heroic 
resistance  by  the  Afghan  Mujaheddin  would 
not  have  been  possible  if  Zia  had  not  opened 
his  country  to  some  3  million  refugees  and 
permitted  Pakistan  to  be  the  conduit  for  guer- 
rilla arms  and  a  secure  base  for  operations. 

Zia  never  wavered  under  intense  Soviet 
pressure.  Moscow's  threats  have  not  been 
empty.  Pakistani  territory  has  been  repeated- 
ly bombed  and  the  Soviets  have  been  hard  at  work 
stirring  up  separatist  forces — Pakistan  is  not  a  homoge- 
neous country.  The  recent  munitions  dump  explosion 


that  killed  hundreds  in  that  country  is  a  dramatic 
example  of  the  lethal  methods  Moscow  employs  in  its 
campaign  of  intimidation. 

If  the  Russians  do  indeed  pull  their  mili- 
tary forces  out  of  Afghanistan,  the  U.S. 
should  still  maintain  a  healthy  flow  of  aid  to 
Zia's  government.  Moscow's  withdrawal  does 
not  mean  the  Kremlin  is  turning  its  back  on 
the  region;  it  will  continue  to  work  to  keep 
the  area  in  turmoil,  to  undermine  the  territo- 
rial integrity  of  Pakistan.  The  chaos  that 
would  ensue  from  Pakistan's  disintegration  would  enable 
the  Soviets  to  achieve  their  goal  of  increasing  their 
power  in  the  critical  Persian  Gulf. 


INFLATION:  NOT  TO  WORRY 

Economists  detect  a  disturbing  increase  in  inflationary     U.S.  before  Ronald  Reagan  took  office  in  1981. 
pressures.  The  recent  rise  in  both  the  producer  and  consum-        The  reassuring  news  is  that,  for  once,  the  Federal  Re- 


er  price  indexes  is  the  latest  unsettling  news. 
But  we're  not  about  to  get  a  1970s-like  repeat 
of  rising  prices.  What 's  happening  is  a  reaction 
to  the  unnecessary  dollar  debasement  in  1 98  7 
against  the  world's  major  currencies. 

History  shows  that  devaluating  money 
doesn't  increase  the  wealth  of  a  nation.  It 
does  just  the  opposite  by  setting  off  a  price 
spiral  such  as  that  which  debilitated  the 


New  York  Times 


serve  has  been  pursuing  a  stable  monetary 
policy.  By  keeping  its  eye  fixed  on  commod- 
ity prices,  especially  that  of  gold,  our  central 
bank  has  been  able  to  wiggle  and  jiggle  the 
nation's  credit  policy  in  a  constructive  fash- 
ion. If  the  Fed  keeps  steady  and  the  Adminis- 
tration doesn't  deliberately  undermine  the 
greenback  again,  those  inflationary  pressures 
will  abate  before  the  fall. 
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CHINE. 


It  can  insure  your  home,  your  business,  yo 
car.  and  your  lite.  It  can  offer  you  investment 
expertise.  It  can  be  a  capital  source. 

It's  Xerox  Financial  Services— a  network  of 
component  companies  that  can  give  your  finan- 
cial future  a  firm  foundation. 

There's  insurance  protection  for  your  auto, 
home  and  business  from  Crum  and  Forster.  A 
new  generation  of  life  insurance  and  annuities 
from  Xerox  Financial  Services  Life.*  Unit 
investment  trusts,  mutual  funds,  asset  manage- 
ment and  capital  markets  from  Van  Kampen 
Merritt.  Institutional  brokerage,  research  and 
investment  banking  from  Furman  Selz.  And  the 


l^imTTSITET* 


ase  anything  from  con„. 
equipment  to  a  Xerox  document  processor 
through  Xerox  Credit  Corporation. 

They're  all  part  of  Xerox  Financial  Services 
—a  select  group  of  financial  companies  with 
over  $13  billion  in  assets. 

That's  solid  ground  for  you  to  build  on. 

XEROX 

FINANCIAL  SERVICES 


THE  FINANCIAL  MACHINE 


NOT  LONG 
AGO,  MICHIGAN 
WASJUSTAKIDIN 
THE  PLASTICS  INDUSTRY 

The  kid  sure  has  come  of  age  Why,  in  the  mid-1980s  alone,  Michigan  accounted  for  half  of  all  new 
plastics-related  jobs  in  the  Great  Lakes  States  and  one-quarter  of  the  plastics  job  growth  nationally. 
And  not  simply  because  of  the  increased  use  of  plastics  in  the  auto  industry  ■  Many  industries  draw 
on  the  expertise  and  resources  of  Michigan's  growing  number  of  plastics  application  centers.  Fabrica- 
tor support  industries  are  already  in  place  Resin  producers  benefit  from  nearby  chemical  feedstocks 
Then  there's  Michigan's  state  government:  committed  to  providing  the  best  possible  climate 
for  expansion  and  growth  ■  The  right  markets  are  here  too.  As  Carl  Haas,  President  of  Blue 
Water  Plastics,  puts  it,  "Michigan  is  a  great  environment  for  expansion.  We  could  not  service  our 
customers  if  we  were  in  Illinois  or  Tennessee.  We  need  to  be  where  the  engineering  centers  are'' 
■  There  are  many  other  reasons  to  consider  Michigan  Call  (517)  373-8495  or  simply  write  Doug 
Ross.  Director,  Michigan  Department  of  Commerce,  525  W  Ottawa,  Lansing,  Ml  48909 

MY,  HOW  WE'  VE  GROWN. 


'MICHIGAN 

The  future.  We're  making  more  of  it  here. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


It's  costing  the 

world's  central  banks 

less  to  intervene 


Open  buying, 
conference  calls 

and  messages 


Theory  loses  out 
to  national  interest 
every  time,  but . . . 
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TOWARD  A  MORE  STABLE  DOLLAR 

Central  bankers  claim  that  their  cooperative  intervention  to 
smooth  out  currency  fluctuations  is  not  only  working  better  but  also 
costing  them  less  of  their  dollar  reserves. 

The  2.3%  increase  in  U.S.  GNP  in  the  first  quarter — almost  exactly 
what  was  predicted — did  not  put  their  claims  to  much  of  a  test.  It  was 
different  earlier  in  April  after  the  announcement  of  a  higher  than 
expected  $13.8  billion  deficit  in  February's  U.S.  trade  balance. 

Wall  Street  promptly  proceeded  to  take  a  bath,  with  a  101 -point  drop  in 
the  Dow.  The  dollar,  in  contrast,  was  relatively  stable,  thanks  in  major 
measure  to  coordinated  intervention  by  the  dozen  central  banks 
around  the  world  that  regularly  support  the  dollar. 

That  early  April  intervention  cost  the  banks  about  $2.5  billion,  esti- 
mates Alois  Bischofsberger,  chief  economist  of  the  Credit  Suisse  Bank. 
He  reckons  their  previous  major  intervention  in  early  January  cost  $6 
billion  to  $7  billion. 

The  possibility  of  affordable  intervention  gives  reason  to  hope 
we're  in  for  a  stable  period  for  exchange  markets  and  the  dollar  in 
particular.  Some  practical  considerations  support  that  view. 

Leading  central  bankers  say  they  will  break  their  normal  secrecy  to 
make  intervention  more  efficient.  In  January  the  U.S.  Federal  Reserve 
bought  dollars  openly.  The  world  markets  got  the  message. 

The  top  central  banks,  moreover,  have  created  a  secure  network, 
centered  on  West  Germany's  Bundesbank  in  Frankfurt,  which  takes 
just  five  seconds  to  hook  up  a  conference  call  to  agree  on  tactics. 

And  more  buoyant  demand  for  dollars  lately  should  make  it  easier  for 
central  bankers.  U.S.  interest  rates  are  up,  especially  compared  with 
Japan.  Corporate  treasurers  now  talk  of  borrowing  yen,  uncovered,  and 
buying  dollars  as  an  investment. 

It's  tempting  to  think  that  the  growth  in  foreign  holdings  of 
the  dollar  in  1987  adds  self-interest  to  the  equation — supporting  the 
dollar  reduces  foreign  countries'  currency  losses. 

But  such  theories  go  only  so  far.  In  December,  Britain  unloaded  dollars 
(on  which  it  lost  money  heavily  in  1987)  and  bought  deutsche  marks 
(to  stabilize  sterling  against  the  German  currency).  The  Taiwan  central 
bank  was  doing  the  same  and,  maybe,  so  was  the  Bundesbank,  which 
lost  nearly  7  billion  deutsche  marks  on  its  dollar  holdings  in  1987. 

That's  why  the  dollar  dropped  so  sharply  in  December.  The  central 
banks  were  betting  against  each  other.  It's  only  realistic  to  expect  them 
to  do  that  again  in  a  pinch.  But  at  least  the  price  of  cooperation  as  a  first 
resort  seems  to  have  gone  down. 

The  dollar  will,  nevertheless,  feel  some  strain  this  year,  since  at  best 
the  current  account  will  come  down  only  to  $150  billion  to  $155 
billion  this  year,  from  $161  billion  in  1987.  That  means  continued 
pressure  on  the  U.S.  Fed  to  raise  interest  rates. 
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Inflation  redux?  In  March  the  Consumer  Price  Index  in- 
creased an  unsettling  0.4%,  the  wholesale  price  index 
jumped  0.6%.  One  big  reason  for  the  upward  move  is  the 
higher  cost  of  apparel.  American  consumers  buy  a  lot  of 
imported  clothing,  and  the  weak  dollar  pushes  up  the  cost 
of  these  goods.  It  also  allows  the  domestic  competition  to 
charge  more. 


Industrial  production  rose  0.1%  in  March  and  stands 
5.7%  ahead  of  its  level  a  year  ago.  The  six-month  total  of 
new  unemployment  claims  is  13.8%  higher  than  it  was  in 
March  1987,  but  monthly  unemployment  filings  have 
trended  downward  over  the  past  two  months.  New  hous- 
ing starts,  which  shot  up  46.2%  in  March,  continue  to 
show  an  erratic  month-to-month  pattern. 


The  Forbes  Index  Components 
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World  Class 


ICl  manufactures  in  40  countries  and  sells  to  over  150. 


The  importance  of 

state  of  the  art  people 
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When  you  turn  to  IBM  to  solve  a  problem,  we  do  more  than  put  the  right 
roducts  together. 

We  put  the  right  people  together. 

We  understand  it's  this  kind  of  partnership  between  your  people  and  ours  that's 
t  the  heart  of  a  successful  information  system,  whether  you  do  business  around  the 
/orld  or  on  Main  Street. 


It's  why  we  invest  more  than  a  billion  dollars  a  year  in  the  education  of  our 
employees  and  our  customers.  And  it's  why  we're  developing  special  programs  that 
combine  the  best  minds  of  our  business  with  the  best  minds  of  yours. 

For  example,  if  you  run  a  large  business,  an  IBM  team  of  experts,  trained  at  our 
Advanced  Business  Institute,  will  work  closely  with  your  senior  management  to  plan 
he  information  systems  that  will  be  most  profitable  to  you. 

This  doesn't  mean  selling  you  a  piece  of  hardware  here  and  a  piece  of  software 
ihere.  It  means  sitting  down  with  you  and  understanding  your  goals,  and  demonstrat- 
ing the  financial  return  of  our  solutions. 

An  IBM  marketing  team  can  offer  you  the  widest  range  of  products  and  services, 
and  can  help  you  integrate  them  into  your  business  to  form  a  custom-designed 
solution.  And  the  IBM  Credit  Corporation  can  even  help  you  with  financing. 

So,  no  matter  what  size  your  business,  IBM  can  help.  We'll  show  you  how  our 
products,  service,  support  and  experience  are  all  part  of  The  Bigger  Picture.  We'll 
also  show  you  how  the  best  solutions  come  by  bringing  together  technology  that's 
state  of  the  art,  with  people  who  are,  too. 
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Kinder-Care  says  it  takes  good  care  of  America's  preschoolers,  h 
cant  say  it  does  the  same  for  its  shareholders.  It  makes  you 
wonder  if  "innovative financing"  is  indeed  "good for  everyone.  \ 

The  little  nursery 
that  lost  its  way 


By  Matthew  Schifrin 


heart- 


tiiui  Grassgreen  with  Kinder  kuh 
tn  while,  ba.ik  at  the  office,  blinking  Quotrons. 


HAVE  YOU  SEEN  those 
warming  television  commer- 
cials: It's  6:30  a.m.  and  sleepy 
Sally  Blake,  single  mother  of  two,  is] 
making  breakfast,  dressing  toddlers, 
downing  coffee — American  Super 
Mom.  This  Super  Mom  has  got  more 
than  adrenaline  going  for  her,  as  the 
commercial's  voice-over  tells  us.' 
She's  going  to  feel  secure  at  work  all 
day  knowing  that  her  preschool 
youngsters  are  safe  and  well  in  the 
experienced  hands  of  a  Kinder-Care 
day  care  center. 

Makes  you  feel  good  all  over.  Good 
business,  good  cause,  good  product. 
Only  the  commercial  isn't  selling 
child  care.  It's  selling  the  big  invest- 
ment house  of  Drexel  Burnham  Lam- 
bert. Drexel  has  raised  more  than 
$300  million  for  Kinder-Care,  the 
voice-over  continues.  "Proof,"  says 
the  voice-over,  "that  innovative  fi- 
nancing is  good  not  just  for  business 
but  for  everyone." 

Except  perhaps  for  Kinder-Care's 
shareholders  and  bankers.  Today  its 
stock  trades  at  around  10,  about 
where  it  has  stood  since  1983,  some 
four  years  after  a  salesman  from 
Drexel  Burnham  first  turned  up  at 
Kinder-Care's  Montgomery,  Ala. 
headquarters,  extolling  the  virtues  of 
high-yield  debt. 
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Shortly  thereafter,  Kinder-Care  be- 
gan diluting  its  equity  with  frequent 
stock  offerings,  increasing  its  out- 
standing common  from  20  million  to 
today's  55  million  shares.  Its  debt 
went  from  $10  million  to  $600  mil- 
lion. Kinder-Care  used  some  of  the 
money  to  expand  in  child  care  but 
much  of  it  to  turn  itself  into  a  finan- 
cial conglomerate. 

So,  what  the  television  commercial 
doesn't  say  is  at  least  as  interesting  as 
what  it  does  say.  Less  than  50%  of 
Kinder-Care's  1988  sales  and  profits 
are  expected  to  come  from  its  1,100- 
plus  child  care  centers;  most  will 
probably  come  from,  among  other 
things,  a  shoe  store  chain,  a  discount 
store  chain,  two  savings  and  loans,  an 
insurance  company  and  holdings  of 
low-grade  bonds  and  preferred  stock 
used  to  finance  Drexel  deals. 

Kinder-Care  was  started  in  1969, 
the  brainchild  of  two  dealmakers. 
Chairman  Perry  Mendel  ran  an  auto- 
motive products  company  in  Atlanta 
with  his  wife's  brothers.  He  has  at 
least  $15  million  worth  of  real  estate 
in  the  Southeast.  President  Richard 
Grassgreen  is  a  onetime  IRS  attorney 
who  joined  the  fledgling  operation  in 
1969.  Also  involved  in  its  affairs  is  the 
famous  Meshulam  Riklis,  of  Rapid- 
American  Corp.,  who  serves  on  the 
board  of  Shoe  City,  one  of  Kinder- 
Care's  subsidiaries. 

Mendel,  Grassgreen  and  Riklis 
clearly  are  interested  in  many  things 
other  than  child  care.  Among  Kinder- 
Care  holdings  are  a  $10  million  in- 
vestment in  Trans-Resources  Inc.,  an 
Israel-based  chemical  and  fertilizer 
manufacturer. 

What's  a  child  care  company  doing 
in  Israeli  fertilizer?  Earning  a  fair  re- 
turn on  preferred  stock.  But  the 
Trans-Resources  deal  has  another  as- 
pect: Kinder-Care's  stake  was  a  cru- 
cial part  of  a  financing  package  that 
enabled  a  partnership  including 
Grassgreen,  Mendel,  Riklis  and  cer- 
tain "employees"  of  Drexel  Burnham 
Lambert  to  buy  a  controlling  interest 
in  Trans-Resources.  "We  are  big  sup- 
porters of  Israel,"  boasts  Richard 
Grassgreen. 

Kinder-Care  has  been  a  repository 
for  other  investments  involving  its 
principals.  Late  in  1987  the  company 
announced  that  it  was  buying  Mont- 
gomery, Ala. -based  Shoe  City  for  $12 
a  share.  Just  14  months  before  that  a 
group  that  included  Mendel,  Grass- 
green and  Riklis  purchased  40.7%  of 
Shoe  City's  closely  held  stock  for  $2 
a  share.  When  the  dust  settled,  Men- 
del and  Grassgreen's  original  $1.3 
million  investment  was  worth  $8.5 
million. 


Phmos  b\  Bard  Vt  nsk-v 


Children  at  a  Kinder-Care  day  care  center 
Good  business,  good  cause,  bad  stock. 


Drexel  Burnham  has  made  out 
handsomely,  too.  It  has  handled  at 
least  ten  offerings  and  $350  million  or 
so  in  debt  and  stock  issues  for  Kinder- 
Care.  Underwriting  and  investment 
banking  and  other  fees  from  those  ac- 
tivities have  produced  perhaps  $13 
million  for  Drexel  in  the  past  few 
years.  As  is  not  uncommon  with 
Drexel  clients,  Kinder-Care  often 
raised  more  money  than  it  needed  for 
corporate  purposes,  investing  the  sur- 
plus in  other  Drexel  deals. 

Today  Kinder-Care  has  an  invest- 
ment portfolio  of  $600  million  that 
includes  high-yield  securities  from 
such  Drexel  clients  as  Fred  Carr, 
Ronald  Perelman  and  Carl  Icahn. 
The  company  even  has  a  $50  million 
stake  in  a  New  York-based  risk  arbi- 
trage firm.  By  contrast,  it  has  $100 
million  in  equity  in  the  child  care 
business. 

The  impression  that  kids  come  low 
on  the  list  of  Kinder-Care's  corporate 
priorities  is  reinforced  by  a  visit  to  the 
company's  well-appointed  headquar- 
ters. A  Romper  Room  the  place  is  not. 
Mendel  and  Grassgreen  have  blinking 
Quotrons  within  reach  of  their  desks, 
and  Grassgreen's  office  displays  an 
impressive  selection  of  framed  tomb- 
stones from  both  public  and  private 
offerings. 

The  upbeat  message  conveyed  by 
the  Kinder-Care  commercials  is  not 


shared  by  most  stockholders.  "I'm  in- 
censed," says  Anthony  Gray,  presi- 
dent of  SunBank  investment,  Kinder- 
Care's  largest  shareholder,  with  5.6% 
of  its  common.  "Kinder-Care  had  ev- 
erything going  for  it  before  those  in- 
competents diluted  the  stock  to  buy 
everything  in  sight." 

Finally  responding  to  its  unhappy 
shareholders  (Grassgreen  and  Mendel 
together  own  only  4.3%  of  the  stock), 
management  tried  to  do  a  stock  deal 
in  which  Drexel  would  spin  off  the 
entire  day  care  operating  concern  as  a 
stock  dividend  to  present  sharehold- 
ers, leaving  the  current  firm  as  a  cor- 
porate holding  company  for  the  shoe 
stores  and  other  investments.  But 
Kinder-Care's  creditors  howled  once 
they  realized  that  the  outcome  would 
leave  them  as  creditors  to  a  holding 
company  with  no  direct  operating  day 
care  businesses. 

"We  originally  got  into  this  as  day 
care  lenders,"  complains  Michael 
Long  of  First  RepublicBank  in  Dallas, 
Kinder-Care's  lead  lender.  Kinder- 
Care's  number  two  lender,  Chemical 
Bank  of  New  York,  has  already  decid- 
ed not  to  lend  it  any  more  money  in 
the  future. 

Mom  may  indeed  be  leaving  her 
kids  in  good  hands  with  Kinder-Care. 
But  the  company's  public  sharehold- 
ers can't  say  the  same  about  their 
money.  ■ 
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]err)>  Weintraub,  mogul  and  boss  ofWeintraub  Entertainment  Group 
"I  have  a  very  flamboyant  persona  because  I'm  in  show  business. 


Jerry  Weintraub  raised  half  a  billion  dol- 
lars to  make  movies.  His  biggest  produc- 
tion so  far  has  been  the  moneyraising  itself 

And  now, 
the  sequel 


By  Lisa  Gubernick 


Jackie  Mason  tells  the  joke 
about  the  Beverly  Hills  "pro- 
ducers" who  have  not  made  a 
movie  in  years.  Then  the\  -tart  work- 
n  a  sequel.  The  comeuian  might 
have  been  thinking  of  i  1  Wein- 
traub the  music  promo;  i  turned 
mow  ;nakcr  who  raised  haJi  a  billion 
dollars  for  a  moviemaking  aiture, 
intraut  Entertainment  Gro 

51  year's  Cannes  Film  i     aval 

■    »b  heid  court  on  the  1  -     toot 

i  st  vacht  in  the  r    rbor. 

in  v-uainment  oup 


sports  offices  that  are  among  the  most 
sumptuous  in  Hollywood — supple 
black  leather  couches  line  his  recep- 
tion room,  which  has  a  sweeping  view 
out  to  the  Pacific.  The  company  even 
has  its  own  black  cocktail  napkins, 
embossed  with  a  "W"  logo. 

All  this  costs  money.  One  Wein- 
traub associate  estimates  that  over- 
head, including  debt  service,  will  run 
over  $20  million  this  year.  All  the 
more  disturbing  considering  the  com- 
pany has  yet  to  release  a  single  movie. 

Jerry,  as  always,  is  doing  deals.  He's 
reportedly  talking  to  his  investment 
banker,  Bear,  Stearns,  about  raising 


the  $700-million-odd  it  would  cost 
buy  out   Kirk  Kerkorian's  stake  in 
MGM/UA. 

"I  do  have  a  couple  of  mansions  and  j 
I  do  drink  champagne  and  I  do  smoke. 
Havana  cigars  and  I  do  wear  a  Rolex," 
says  Weintraub,  puffing  on  a  Davidoff ! ) 
cigar.  "I  have  a  very  flamboyant  perso- 
na because  I'm  in  show  business." 

He  also  seems  to  have  a  magic 
touch  with  money.  On  behalf  of| 
Weintraub  Entertainment,  he  has 
raised  more  than  a  half-billion  dollars 
from  corporate  and  individual 
sources,  including  Coca-Cola  and 
Cineplex  Odeon.  His  announced  goal 
is  to  produce  movies  and  television 
shows  and  promote  concert  tours. 

This  particular  performance  began 
in  1986  when  Kerkorian  ousted  Wein- 
traub as  head  of  United  Artists  after 
less  than  a  year.  Within  days  of  his 
departure,  Weintraub  had  an  offer 
from  T.  Fay  Vincent,  then  head  of 
Coca-Cola's  Entertainment  Group,  to 
help  Weintraub  start  his  company. 

Into  the  new  company  went  $11.5 
million  from  Weintraub's  pocket.  The 
Coca-Cola  Co.  put  in  $14  million, 
plus  $90  million  for  production  costs. 
Cineplex  Odeon  chipped  in  $7  mil- 
lion in  debt  and  equity,  and  Hoyts 
Corp.,  an  Australian  film  distributor, 
put  in  $11.5  million.  Last  year  Wein- 
traub privately  placed  some  $81  mil- 
lion in  debt  and  another  $62  million 
in  stock.  Then  there's  a  $145  million 
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'  line  of  credit  at  Bank  of  America  and 
assorted  film  rights  deals. 

Why  would  anyone  invest  in  a  stu- 
dio startup  when  nearly  every  inde- 
pendent is  facing  tough  times?  Wein- 
;  traub  has  a  reputation  for  having  a 
golden  touch.  His  hits  include  Karate 
Kid  and  Karate  Kid,  Part  II,  along  with 
I  Nashville,  Oh  God!  and  Diner. 

On  the  strength  of  this  reputation, 
Weintraub  cut  himself  an  excellent 
deal.  For  his  $11  million  investment 
he  got  49%  of  the  common  shares, 
plus  77%  of  the  voting  shares  in  the 
company.  His  employment  contract 
guarantees  him  $1.5  million  a  year  for 
the  next  seven  years.  Frosting  in- 
cludes $75,000  in  development  fees 
for  a  sequel  to  Nashville  (the  1975  Rob- 
ert Altman  movie),  access  to  a  compa- 
ny-chartered jet,  and  the  valet  who 
stands  at  attention  outside  his  office 
door.  Still  to  be  decided  is  how  much 
Weintraub  Entertainment  Group  will 
j  pay  Weintraub  for  Concerts  West,  a 
concert  promotion  firm  owned  by  Jer- 
ry and  another  company  executive. 

So  where 's  the  product?  One  film 
has  been  shot  and  another  is  almost  in 
the  can.  The  first,  Fresh  Horses,  starring 
Molly  Ringwald,  has  already  been 
postponed  once.  There  are  high  hopes 
for  the  second,  My  Stepmother  Is  an 
Alien,  starring  Dan  Aykroyd.  But  even 
Aykroyd  is  not  surefire  at  the  box 
office.  Orion's  Couch  Trip,  Aykroyd's 
most  recent  film,  was  a  box  office 
disappointment.  This  summer  Wein- 
traub will  release  the  independently 
produced  Big  Blue,  which  the  compa- 
ny describes  as  a  "marine  fantasy  ad- 
venture." Other  Weintraub  projects 
include  The  Gods  Must  Be  Crazy:  II,  the 
sequel  to  the  1985  hit,  and  Daddy's 
Little  Girl,  starring  television  star  Tony 
Danza  in  his  first  major  movie  role. 

Though  the  company  has  yet  to 
turn  its  first  dollar  at  the  box  office,  it 
has  other  revenue  sources — the  music 
business,  for  one.  Weintraub  got  Col- 
onel Tom  Parker  to  put  Elvis  Presley 
back  on  the  concert  circuit  in  the 
1960s.  He  managed  the  careers  of  Bob 
Dylan,  Neil  Diamond  and  John  Den- 
ver, among  others.  Weintraub  Enter- 
tainment already  has  booked  some 
450  pop  concert  dates,  with  artists 
that  include  the  Moody  Blues,  the 
Beach  Boys  and  Frank  Zappa.  Then 
there  is  TV.  Three  made-for-TV  mov- 
ies have  already  been  sold:  The  Karen 
Carpenter  Story,  a  four-hour  miniseries 
on  Armand  Hammer  and  Danger 
Down  Under  with  Lee  Majors. 

The  big  question  remains:  Can  Jerry 
Weintraub  deliver  profits  to  his  back- 
ers for  the  huge  money  they  have  in- 
vested with  him?  It  looks  like  it  will 
be  a  while  before  anyone  finds  out.  ■ 


It's  boom  time  for  makers  of  heavy-duty 
trucks,  but  the  best-known  name  of  all, 
Mack  Trucks,  almost  missed  the  turn. 


On  the  road  again 


By  Kerry  Harmon 


Iast  year,  amid  booming  demand 
_  for  heavy-duty  diesel  trucks, 
I  Allen  town,  Pa. -based  Mack 
Trucks,  Inc.  (1987  revenues,  $1.8  bil- 
lion) stalled  out. 

Sadly,  the  88-year-old  truckmaker 
had  only  itself  to  blame.  Mack's  main 
machine  is  the  Class  8  diesel,  more 
than  33,000  pounds  of  chrome  and 
steel,  the  heavy-duty  workhorse  of 
the  American  road.  Tough  as  its  bull- 
dog radiator  emblem,  massive  as  an 


earth-mover,  it  is  a  truck  that  can 
scare  an  unsuspecting  compact  car  off 
the  road  as  it  passes. 

With  demand  for  these  behemoths 
up  20%  last  year,  Mack's  answer  to 
the  market  surge  was  its  $80  million 
computer-automated,  spanking  new, 
nonunion  assembly  plant  in  Winns- 
boro,  S.C.  The  compact,  537,000- 
square-foot  plant,  opened  in  August, 
was  supposed  to  push  87  big  trucks  a 
day  through  its  doors. 

The  perfectly  sensible  goal:  Cut  the 
cost  of  building  each  truck  by  at  least 


Alex  Qucsada  NUinv 


Mack  Trucks  Chief  Executive  J.B.    "Jack"  Curcio 
Recovering  strongly  after  last  year's  bungle. 
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On  tlx  assembly  line  in  the  new  $80  million  Winnsboro,  S.C.  plant 

Instead,  of  gearing  up  slowly  it  went  from  zero  to  116%  capacity  in  a  very  snort  period,  of  time. 


$5,000  and  lower  overall  manufactur- 
ing costs  by  $50  million  a  year.  In- 
stead the  new  plant  became  an  object 
lesson  in  what  happens  when,  in  the 
face  of  a  market  boom,  a  company 
panics  and  stomps  down  hard  on  the 
accelerator. 

With  four  separate  computer  sys- 
tems trying  to  mesh  just-in-time  in- 
ventory and  an  innovative  assembly- 
line  system  winding  over  more  than  5 
miles  of  conveyor  belts,  plus  creative 
new  work  rules,  Winnsboro  should 
have  geared  up  slowly.  Instead,  "the 
plant  went  from  zero  to  1 16%  capaci- 
ty in  a  very  short  period  of  time,"  says 
Mack  Chief  Executive  J.B.  (Jack)  Cur- 
cio,  53. 

Parts  did  not  arrive.  Workers  did 
not  understand  their  assignments. 
Computers  malfunctioned.  By  Octo- 
ber, 81  trucks  a  day  were  rolling  off 
the  line,  many  missing  parts.  By  late 
October,  nearly  2,000  unfinished 
trucks  were  parked  outside  the 
Winnsboro  plant  waiting  for  parts,  for 
an  average  of  21  days  apiece.  Mack's 
market  share  fell  to  11.3%  of  the 
160,000  heavy-duty  trucks  sold  last 
down  from  19%  in  1985.  In  the 
If  of  the  year,  the  company  lost 
illion. 

I  to,  the  son  of  a  Pennsylvania 
coal  miner,  swallowed  his  pride  and 
put  on  he  brakes.  He  ordered  Winns- 
boro production  chopped  to  56  a  day 
and  increased  output  at  his  other 
plants  in  Canada  and  Pennsylvania.  It 
was  the  right  thing  to  do.  The  inven- 
tory of  assembled  hut  unfinished 
trucks  has  dropj  d  to  330.  Deliveries 
were  up  12%,  and  Mack  made  $5  mil- 
lion in  the  first  quarter  of  this  year. 

In  fact,  the  Winnsboro  debacle 
aside,  Curcio,  chief  ex  mve  lor  five 
years  now,  is  carefully  steering  his 
proud  company  in  exactiv  the  right 
direction.  He  has  cut  costs  sharply, 
using  computerized  inventory  sys- 
tems and  buying  Mack-designed  parts 


instead  of  building  them  himself.  The 
company  has  reduced  its  16  different 
lines  of  trucks  to  8,  including  a  new 
baby  8  to  service  the  lighter  end  of  the 
market.  Baby  8s  will  soon  make  up 
20%  of  the  Class  8  market.  And  by 
1992  Mack  will  have  replaced  all  but 
one  of  its  line  of  products,  whose  price 
tags  range  from  $50,000  to  $150,000. 
Bottom  line:  Mack's  break-even  point 
has  dropped  from  37,000  vehicles  in 
1979  to  around  23,000. 

Mack  is  an  old  company,  but  its 
stock  is  relatively  new.  Long  indepen- 
dent, it  was  swallowed  by  Signal  Cos. 


in  1967  but  was  spun  off  in  1983  when 
Allied  acquired  the  conglomerate.  It 
went  public  at  $15  a  share;  five  years 
later  it  sells  around  13  over-the- 
counter.  It  has  not  been  a  great  place 
to  park  cash — either  for  its  7,701  pub- 
he  shareholders  or  for  France's  Re- 
nault Vehicules  Industriels,  which 
owns  44%  of  the  29.5  million  out- 
standing shares.  But  Curcio  now  has 
moved  the  company  into  the  black — 
it  should  earn  $1.25  a  share  this 
year — and  the  company  has  a  terrific 
reputation.  People  still  say:  "It's  built 
like  a  Mack."  ■ 


American  politicians  lean  toward  having 
the  government  pick  up  more  medical  bills. 
Little  do  thepols  realize  the  painful  choices 
they  will  need  to  face. 


Go  home  and  die 


By  Peter  Fohrman 


In  a  Congress  wary  of  launching 
new  spending  programs,  Senator 
Edward  Kennedy's  "Lifecare"  has 
gotten  a  warm  reception,  even  though 
it  would  add  $18  billion  to  the  federal 
deficit.  The  program  would  provide 
tree  long-term  care  to  the  elderly. 

Passage  of  the  act  or  of  something 
similar  would  bring  an  even  bigger 
chunk  of  the  nation's  health  budget 


under  government  control.  This  trend 
brings  with  it  the  probability  of  hav- 
ing to  make  painful  political  and  mor- 
al choices.  For  better  or  worse,  the 
provision  of  health  care  in  the  U.S. 
has  been  broadly  regulated  and  ra- 
tioned by  market  forces.  Those  who 
can  afford  it  get  the  best.  The  rest  get 
good  but  more  rudimentary  treat- 
ment. As  more  of  the  health  care  bill 
is  paid  by  government — Medicare  and 
Medicaid  now  cover  40%  of  the  na- 
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:ion's  medical  bill — government  will 
:  ncreasingly  have  to  set  standards. 

How  might  the  bureaucratic  hand 
perform?  Some  important  answers 
emerge  from  the  experience  of  Brit- 
jiin,  whose  firebrand  socialist  health 
minister  Aneurin  Bevan  created  the 
|  West's  first  comprehensive  national 
neaith  insurance  scheme  in  1948. 

In  Britain,  medical  spending  has 
(also  grown,  but  much  more  slowly 
than  in  the  wealthier  U.S.  Aggregate 
medical  spending  in  the  U.K.  comes 
to  $40  billion,  5.7%  of  GNP.  The  U.S. 
now  spends  $450  billion  a  year  on 
health  care— 11%  of  GNP.  U.S.  medi- 
cal spending  has  doubled  as  a  percent- 
age of  GNP  from  25  years  ago,  while 
in  Britain  the  increase  has  been  far 
less  precipitous.  In  economists'  par- 
lance, medical  care  is  a  "superior 
good,"  meaning  that  as  Americans 
have  become  richer,  we  have  spent 
more  of  our  earnings  on  medical  care. 

Medical  care  is  a  superior  good  in 
Britain,  too.  But  with  the  government 
paying  the  bill,  the  government  de- 
cides who  gets  the  care.  The  lid  has 
been  firmly  applied.  The  National 
Health  Service  systematically  denies 
many  patients  useful,  sometimes  life- 
saving  care.  The  British,  unlike  Amer- 
ica's poor  and  elderly,  must  queue  for 
free  care.  At  present,  over  700,000 
people  in  the  U.K.  are  waiting  for 
treatments  of  various  kinds.  Fully 
half  of  these  people  will  wait  over  two 
months  for  treatment. 

Walk  into  any  British  hospital  and 
you  are  likely  to  be  greeted  by  the 
same  depressing  sight:  older  people 
sitting  disconsolately  in  shabby  wait- 
ing rooms  awaiting  an  available  bed. 
This  is  the  nasty  side  of  socialism: 
Necessities  are  free,  but  there  aren't 
enough  to  go  around. 

One  finds  few  of  the  modern  won- 
ders of  medical  science  in  National 
Health  Service  hospitals.  This  is  no 
accident,  nor  is  it  something  the 
Thatcher  government  did.  Forty  years 
ago,  Britain  made  a  hard  decision:  The 
government,  not  the  market,  would 
decide  which  technologies  people 
would  get.  Britain  is  already  a  decade 
behind  in  its  introduction  of  expen- 
sive new  technologies  like  magnetic 
resonance  imagers,  CAT  scanners  and 
lithotripters.  Lithotripters  are  $1.5- 
million-apiece  machines  that  allow 
doctors  to  remove  kidney  and  gall 
stones  without  surgery.  There  are 
more  lithotripters  in  New  York  City's 
Upper  East  Side  than  in  all  of  Britain. 
Wherever  new  machines  are  available 
in  Britain,  their  use  is  rationed  by 
Parliament.  Its  members  must  ap- 
prove the  National  Health's  annual 
budget. 


In  some  cases,  there  are  no  differ- 
ences between  the  treatment  offered 
in  the  U.S.  and  the  U.K.  Chemothera- 
py and  radiation  treatment  are  equal- 
ly available  to  most  cancer  victims. 
But,  unlike  in  the  U.S.,  these  expen- 
sive procedures  will  be  withheld  from 
patients  whose  tumors  are  not  usual- 
ly responsive  to  drugs  and  radiation. 
British  doctors,  concedes  Sir  Ray- 
mond Hoffenberg,  president  of  the 
British  Royal  College  of  Physicians, 
"give  up  more  readily." 

British  doctors  can,  in  short,  let  pa- 
tients die.  Medical  malpractice  suits 
are  far  less  common.  Lawyers  in  Brit- 
ain are  forbidden  to  work  for  a  contin- 
gency fee — the  staple  of  most  mal- 
practice attorneys  in  the  U.S.  Up- 
front fees  of  $1,000  to  $2,000 
discourage  most  would-be  British 
malpractice  litigants.  As  a  result, 
malpractice  insurance  premiums  av- 
erage $1,800  a  year  in  Britain — one- 
sixth  the  average  premium  in  the  U.S. 

Yet  British  doctoring  and  nursing 
care,  though  strained  by  excess  de- 
mand, remains  excellent.  It  does  so  in 
part  because  the  British,  resisting  the 
demands  of  extreme  socialists  like 
Tony  Benn,  have  allowed  private 
medicine  to  flourish  alongside  state 
medicine.  London's  private  hospitals, 
including  those  owned  by  the  U.S. 
companies  Humana  and  American 
Medical  International,  offer  topflight 
medical  care  in  lavish  hotel-like  sur- 
roundings for  prices  often  50%  lower 
than  those  in  U.S.  facilities.  Such  a 
dual  system  is  what  politicians  like 
Teddy  Kennedy  and  Michael  Dukakis 
say  will  develop  in  this  country  once 
the  government  gets  more  involved. 

Unfortunately  for  that  soothing  ar- 
gument, Britain's  dual  system  is  fac- 
ing trauma,  perhaps  breakdown.  The 
coming  decade  will  see  the  introduc- 
tion of  wonderful — and  costly — medi- 
cal machinery:  proton  beams  for  brain 
tumors,  surgical  implants  for  suffer- 


[>>uplas  Fraser 

ers  of  Parkinson's  disease  and  vastly 
improved  cancer  screening  tests. 
These  miraculous  breakthroughs  will 
be  wondrously  costly — perhaps  too 
costly  for  the  National  Health's  bu- 
reaucratic rationing  system. 

To  see  how  new  technology  can 
lead  to  exponential  growth  in  health 
care  spending,  look  at  TPA,  Genen- 
tech's  new  lifesaving  drug.  It  dis- 
solves cardial  blood  clots  responsible 
for  80%  of  the  heart  attacks  in  the 
U.S.  A  single  dose  of  TPA  costs 
$2,200.  In  1988  Genentech  should  sell 
about  $350  million  worth  of  the  drug. 
Within  two  years,  total  sales  may 
reach  $1  billion.  Rehabilitation  and 
hospital  care  for  those  who  will  now 
survive  once-fatal  heart  attacks  will 
dwarf  the  amount  spent  directly  on 
TPA.  Britain's  National  Health  Sys- 
tem, not  surprisingly,  has  yet  to  intro- 
duce TPA. 

The  U.S.  has  its  market  equivalent 
of  Britain's  government  rationing 
scheme.  It  is  the  Health  Maintenance 
Organization.  About  a  quarter  of  the 
population  belong  to  HMOs.  Like  the 
National  Health,  HMOs  operate  un- 
der tight  budget  ceilings  and  so  are  in 
the  forefront  of  limiting  the  use  of 
expensive  new  technologies.  No  sur- 
prise then  that  complaints  about 
HMOs  echo  those  made  about  the 
NHS.  Both  are  said  to  be  staffed  by 
unsolicitous  nurses  and  doctors  con- 
cerned more  with  cost  containment 
than  with  restoring  patients'  health. 

Whatever  the  similarities,  HMOs 
are  only  beginning  to  confront  the 
dilemmas  now  facing  Britain's  health 
service.  In  Britain,  doctors  and  hospi- 
tal administrators  are  being  asked  to 
decide  whether  to  spend  £100,000  on 
comprehensive  terminal  care  for  one 
AIDS  patient  for  one  year,  or  to  spend 
the  same  amount  of  money  on  life- 
extending  bypass  operations  for  14  pa- 
tients with  serious  heart  disease.  The 
doctors  usually  fudge — choosing  half- 
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good  care  for  the  AIDS  patient,  and 
bypasses  for  just  7  of  the  14. 

Rationing  in  Britain  is  just:  Rich  and 
poor  alike  all  go  to  the  end  of  the 
National  Health's  queues.  The  only 
way  to  jump  the  queue  is  to  go  pri- 
vate— which  an  increasing  number  of 
Brits  each  year  do.  Argues  Alan  May- 
nard,  an  influential  health  economist 
at  the  University  of  York:  "Medical 
care  should  be  judged  by  the  out- 
comes that  are  achieved.  The  object 
should  be  to  make  real  improvements 
in  the  lives  of  the  greatest  possible 
number  of  patients."  But  if  care  were 
rationed  based  on  the  likelihood  of  a 


favorable  outcome,  heart  bypass  pa- 
tients would  in  effect  jump  the  queue 
at  the  expense  of  AIDS  victims. 

Confronted  with  such  awful 
choices,  Britain's  government  bravely 
forges  ahead  and,  through  the  Nation- 
al Health's  budgetary  process,  makes 
decisions  of  the  sort  that  American 
politicians  cower  before.  Already,  it  is 
all  but  impossible  to  receive  kidney 
dialysis  treatment  through  the  Na- 
tional Health  Service  if  you  are  over 
65.  The  NHS  doctors,  aware  that  for 
budgetary  reasons  dialysis  has  been 
reserved  for  younger  sufferers,  tell 
older  patients  that  nothing  can  be 


done  to  treat  their  kidney  disease.  Go 
home  and  die,  the  doctors  say. 

"British  doctors,"  says  Dr.  William 
Schwartz,  a  medical  professor  at  Tufts 
University  and  author  of  an  influen- 
tial book  on  medical  rationing  in  the 
U.S.  and  Britain,  "are  the  farthest 
along  in  developing  standards  of  care 
that  take  economic  reality  into 
consideration."  The  U.S.  is  a  long  way 
from  accepting  such  standards.  But  as 
more  and  more  medical  costs  shift 
from  private  purses  to  the  federal 
purse,  politicians  will  find  them 
selves  forced  to  make  similar  choices. 
They  won't  like  it.  Not  a  bit.  ■ 


Mentor  Graphics  began  life  ignorant  of  its  S^™!cc^-"! 
true  competition  and  with  a  strategy  the  s,f  market'  H.p .aiound  4%-    .    J 

■l  Q-7  Bruggere  and  his  group  somehow|i 

industry  considered  dumb.  Then  it  went  managed  to  overlook  the  two  compaij 

nies  that  would  give  them  real  trou- 
ble. "Sometime  during  the  first  year 
of  our  existence,"  he  says,  "we  foundl 
out  about  these  other  companies,  Dai-r 
sy  Systems  and  Valid  Logic  Systems,| 
both   based   in   Silicon  Valley,    thatll 
were  about  a  year  to  18  months  ahead!; 
of  us."  Adds  Gerald  Langeler,  another 
Mentor  founder  and  the  company's 
chief  executive  officer:  "We  were  be- 
hind from  day  one.  And  we  had  a 
strategy  that  kept  our  gross  margins1 
half  of  those  shown  by  Daisy  and  Val- 
id, which  kept  us  short  of  cash." 

fust   as   bad,   Mentor  was  having 
trouble  distinguishing  itself  from  the 
other  two.  Whenever  computer-aided 
engineering  came  up  among  analysts  | 
and  the  trade  press,  the  three  were  i 
jokingly  referred  to  as  "DMV."  But,  as 
Langeler  points  out,  Mentor's  strategy  | 
was   quite    different    from    the    two  > 


out  and  beat  the  socks  off  everyone 

"Things  are 
too  quiet" 


By  Kathleen  K.  Wiegner 

BACK  IN  I  HE  WINTER  of  1981 
when  Thomas  Bruggere  and 
seven  buddies  huddled  in  his 
living  room  in  West  Linn,  Ore.  to 
hatch  a  new  computer  company,  they 
figured  that  giant  Hewlett-Packard 
was  the  company  that  would  give 
them  fits. 

Bruggere  and  his  group  had  no 
doubt  they  could  sell  a  desktop  com- 
puter to  handle  the  elaborate  and  so- 
phisticated processing  that  electronic 
engineers  at  aerospace,  semiconduc- 
tor, computer  and  telecommunica- 
tions companies  use  to  design  inte- 
grated circuits.  A  powerful,  superfast 
d  sktop  hey  figured,  would  be  easier 
to  use  and  a  lot  less  expensive  than 
the  mainframes  and  minicomputers 
the  engineers  were  then  stuck  with. 
But  Hewlett  seemed  to  loom  large, 
and  tl  J  were  wary  as  well  ol  stitt 
■um  trom  their  own  former 
cmpl  rektronix.     They     were 

►th  counts. 
v  ientor  Graphics  Corp.,  with 
222  million,  is  the  lead 
lei  -  "AE  (computet 


aided  engineering)  workstations.  And 
in  March  Mentor  gobbled  up  Tektron- 
ix' CAE  business  (which  Tek  had 
spent  some  $200  million  trying  to  de- 
velop) for  $5  million.  And  Hewlett- 
Packard-  The  giant  is  hardly  a  factor. 


Testing  the  thermal  properties  of  a  printed  art  uit  board 
"We  were  a  startup  betting  on  another  startup." 
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Mentor  Graphics'  Gerald  Langeler,  Tfjomas  Bruggere  and  David  Moffenbeier 
The  next  challenge  is  coping  with  a  market  that  is  beginning  to  mature. 


firms.  Unlike  Daisy  and  Valid,  Men- 
tor decided  not  to  build  its  own  com- 
puters. Instead  Mentor  would  con- 
centrate on  developing  software. 
"We  got  a  lot  of  grief  for  that  deci- 
sion," says  Bruggere,  who  had  agreed 
to  buy  the  actual  workstations  from 
another  startup  firm,  Chelmsford, 
Mass. -based  Apollo  Computer.  Not 
only  did  Mentor  sacrifice  the  fat 
margins  that  it  would  have  gotten 
had  it  built  its  own  computers,  but 
"here  we  were,  a  startup,  betting  on 
another  startup." 

Daisy's  sales  and  profits  rose 
through  the  early  1980s,  but  Bruggere 
and  his  crew  stuck  to  their  plan.  "We 
knew  not  building  our  own  hardware 
was  the  right  choice,"  says  Bruggere. 
"It  is  easy  to  build  one  generation  but 
a  lot  harder  to  build  the  follow-ons." 

Exactly  right.  In  1985  Daisy  missed 
its  deadline  for  a  newer,  faster  com- 
puter. Mentor,  with  a  new  generation 
of  computers  from  Apollo,  sailed  past 
Daisy  and  has  been  ahead  ever  since. 
Further  vindication  of  Mentor's  strat- 
egy: Both  Daisy  (now  with  12%  of  the 
market)  and  Valid  (which  holds  a 
scant  8%  market  share)  now  buy  com- 
puters from  Sun  Microsystems  and 


Digital  Equipment  rather  than  build 
their  own. 

Mentor's  performance  so  far  this 
year  is  better  than  expected.  Net  in- 
come in  the  first  quarter  hit  a  record 
$6.8  million,  up  64%  over  the  previ- 
ous year  on  a  34%  increase  in  sales. 
Analysts  no  longer  talk  of  the  DMV. 
Indeed,  both  Daisy  and  Valid  lost 
money  in  1986  and  1987.  Daisy's 
stock,  which  once  traded  as  high  as 
37,  currently  languishes  at  8.  Men- 
tor's stock  recently  traded  at  29,  17 
times  estimated  1988  earnings  of 
around  $1.70  a  share  this  year.  The 
company  has  $108  million  in  cash  and 
no  long-term  debt. 

So  for  the  moment  Mentor  appears 
on  sound  footing.  Sales  are  fairly 
evenly  divided  among  aerospace, 
semiconductor  makers,  telecom- 
munications and  computer  compa- 
nies. Some  75%  of  Mentor's  business 
comes  from  established  customers, 
and  business  is  about  evenly  split  be- 
tween domestic  and  overseas.  Mentor 
has  a  60%  share  of  Japan's  tough  mar- 
ket for  its  CAE  workstations.  Laughs 
Executive  Vice  President  David  Mof- 
fenbeier, "We  are  so  strong  in  Japan, 
the  Japanese  think  that  the  U.S.  par- 


ent is  actually  a  subsidiary  of  Mentor 
Japan." 

But  Mentor  can't  coast.  One  prob- 
lem is  that  the  computer  engineering 
market,  while  still  growing  around 
25%  a  year,  is  becoming  relatively 
mature.  So  Mentor  is  moving  into 
other  electronic  design  tools  that 
should  enjoy  high  growth  rates:  sys- 
tems to  do  printed  circuit-board  lay- 
out, electronic  packaging,  computer- 
aided  testing  and  computerized  docu- 
ment systems.  In  another  year  or  two 
Mentor  may  have  to  add  another 
workstation  maker  to  its  list  of  sup- 
pliers. Both  Sun  Microsystems  and 
DEC  have  come  on  strong  with  popu- 
lar models. 

The  people  who  run  Mentor  also 
remain  convinced  that,  long  term, 
Hewlett-Packard  will  become  a  major 
force.  But  for  now,  says  Langeler,  "We 
are  in  an  unusual  position.  It  is  too 
quiet.  Our  only  real  competition  is 
coming  from  strong  small  companies 
in  what  I  call  the  'thicket  of  niches.'  " 

In  any  case,  this  is  now  too  astute  a 
company  to  be  lulled  into  complacen- 
cy. If  and  when  the  day  comes  when 
Mentor  does  go  head  to  head  with 
Hewlett-Packard,  it  will  be  ready.  ■ 
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Those  who  have 
the  quality  of  our  thin 

at  the  results  of  it. 


Once  again  in  1987,  Merrill  Lynch 

Capital  Markets 
demonstrated 
the  breadth 
kV"  1*  and  depth  of 
its  financial  leadership  by  raising  a  total  of 
158.8  billion  dollars  for  corporations, 
institutions  and  governments  in  the  US. 
and  around  the  world. 

And  once  again,  that  figure  repre- 
sents more  funds  than  any 
other  US.  investment  bank- 
ing firm  has  ever  raised  in 
a  single  year.  (And 
interestingly  enough,  the 
equivalent  of  the  combined 
ss  national  product 
rerul  of  the  world's 
nations.) 


In  a  typical  12-month  period,  sucf 
performance  would  be  impressive. 
In  light  of  the  turbulent  financial  environ- 
ment of  1987,  it  is  unique. 

It  dramatizes  our  ability  to  out- 
perform other  US.  investment  banking 
firms  consistently  in  the  global 
marketplace.  Indeed,  we  have  raised 
more  than  500  billion  dollars  in 
debt  and  equity  financing  in  the  past 

three  years. 

In  seeking  rea 
sons  for  the  magni- 
tude of  this  achieve- 
ment, one  need  look 
no  further  than  the 
quality  of  thinking 
and  teamwork  we 
bring  to  bear  in  each 


yet  taken  note  of 
g  may  want  to  look 


1987 
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MERRILL 
LYNCH 

2.1 

a7 

62.0 

35.6 

45 

14 

27.3 

.3 

13.0 

2.8 

1.2 

(158.8) 

First  Boston/ 
CSFB 

1.3 

6.4 

30.0 

24.6 

2.6 

1.5 

318 

.8 

16.1 

16.3 

1.6 

133.0 

Goldman 
Sachs 

1.1 

7.6 

50.0 

13.8 

6.7 

16 

23.0 

1.0 

12.7 

3.3 

4.0 

124.8 

Salomon 

2.8 

7.6 

*** 

23.8 

2.1 

.9 

36.8 

.4 

15.5 

5.5 

.7 

96.1 

Shearson 
Lehman 

1.8 

3.7 

36.0 

12.6 

2.6 

1.1 

15.5 

.5 

9.4 

1.9 

.7 

85.8 

Morgan 
Stanley 

.9 

1.9 

11.0 

14.8 

2.3 

19 

24.8 

1.0 

8.6 

6.6 

.4 

74.2 

Drexel 
Burnham 

2.2 

i 

.9 

2.5 

.9 

16.6 

1.2 

9.2 

NA 

NA 

33.5 

1 

$  (Billions) 


Source:  Investment  Dealers  Digest  "Securities  Data  Co .  Inc    '  'Outstandings  of  investment  grade  commercial 
paper  issuers  during  1987  (domestic  market).  Merrill  Lynch  Capital  Markets  estimates    ' '  'Salomon  Brothers  withdrew 
from  the  commercial  paper  market  in  October.  1987   'Corporate  Financing  Week  '  International  Finance  Review 


of  our  areas  of  expertise. 

A  quality  of  thinking  nurtured  by 
our  thoroughgoing  perception  of  our 
clients' needs  for  cogent  advice  as  well 
as  the  construction  of  deals. 

Our  preoccupation  with  excel- 
lence and  our  firm  commitment 
to  long-term  relationships  over  short- 


term  gains  are  rooted  in  a  long 
tradition. 

A  tradition  of  sewing  our  clients. 
A  tradition  of  consistent  performance 
in  their  behalf.  A  tradition  of  trust. 


Merrill  Lynch 


'5  1988  Merrill  Lynch  Capital  Markets 


Chairman  David  Sadler  of  Sarin  Corp. 

A  company  choking  on  its  own  recapitalization. 


Maybe  there  are  worse  things  than  going 
into  Chapter  11.  Look  at  the  price  Savin 
Corp.  paid  to  stay  alive. 


Let  'em  eat  stock 


By  Jason  Zweig 


Here's  a  twist:  Most  compa- 
nies   increase    their    common 
capitalization   as   their  busi- 
;rows,  Savin  Corp.  went  the  oth- 
er dii  ction.  While  its  business  was 
•art,        common  shares  out- 
■  easing  from  7  mil- 
million. 

id       dling    Ricoh 

>  S.  But  in  1981  the 

Jed  to  do  its  own 


distributing.  Savin  also  got  into  deep 
trouble  trying  to  market  its  own  copi- 
ers.  By  1985  red  ink  was  flowing  at 
$283,000  per  day,  and  Savin  consid- 
ered filing  for  Chapter  1 1 . 

Now  it  is  mid- 1988  and  Savin  is 
alive— but  barely.  It  is  still  distribut- 
ing Ricoh  copiers — in  competition 
with  Ricoh  itself — and  last  year  had 
total  sales  of  $356  million,  netting  a 
thin  $423,000.  Bad  as  they  were,  last 
year's  results  were  pretty  good  for  a 
company  that  lost  $9.2  million  the 


year  before — and   $103   million   the 
year  before  that. 

But  that  $423,000  profit  doesn't 
amount  to  much  spread  over  40  mil- 
lion common  shares.  Where  did  all 
the  new  stock  come  from? 

When  the  trouble  started  in  1982, 
there  were  7  million  common  shares 
To  avoid  bankruptcy,  the  company 
swapped  equity  for  debt.  By  Decern 
ber  1985  it  had  20  million  shares  out- 
standing. About  that  time  the  board 
recruited   David   Sadler,   fresh   from 
helping  turn  International  Harvester 
into  Navistar,  to  be  chief  executive 
Sadler  brought  another  Navistar  vet- 
eran, Norman  Harritt,  with  him  as 
chief  financial  officer.  The  two  had 
experience  with  debt-to-equity  con 
versions  at  Navistar. 

But  they  had  never  seen  anything 
like  this.  By  March  Sadler  had  raised 
the  capitalization  to  60  million  shares 
and  was  asking  SEC  approval  for  up  to 
255  million  new  shares. 

What  caused  this  crazy  situation? 
Under  a  complex  mathematical  for 
mula,  bondholders  could  convert 
their  securities  to  common  stock  at  a 
discount  to  the  price  of  Savin  shares 
on  the  New  York  Stock  Exchange — 
providing  the  price  was  above  $1. 
During  the  May  1987  conversion  peri 
od,  for  example,  holders  of  Savin  zero 
coupon  notes  could  convert  to  com 
mon  shares  at  a  price  of  $1.32  when 
the  stock  was  trading  as  high  as  $1.63.' 

This  was  nectar  to  some  sharp  Wall 
Street  traders.  Ralph  Stellmacher  and 
Paul  Suckow  of  Oppenheimer  High 
Yield  Fund  were  among  those  who 
played  the  spread.  It  was  a  sure  thing 
Buy  at  an  average  of  20%  below  the 
market  and  sell  at  the  market,  distrib 
uting  the  difference  as  income  to  the 
fund's  shareholders. 

And  if  you  shorted  the  stock  when 
you  bought  the  bonds,  you  could 
make  a  second  profit  on  the  way 
down:  First  convert  the  bonds  to  com- 
mon shares  and  sell  them.  Then, 
when  all  that  stock  coming  into  the 
market  depresses  the  price  of  the 
common,  cover  your  short  position 
Short  sales  were  as  high  as  1 .6  million 
shares.  Savin  was  choking  on  its  own 
recapitalization. 

On  Jan.  30,  1987,  the  day  before  the 
first  conversion  period  began,  Savin's 
common  traded  at  2V*.  By  June  Savin 
was  down  to  1  Vi,  while  the  Dow  was 
on  its  way  to  2700. 

After  the  October  crash  Savin  wilt- 
ed to  a  dollar  a  common  share  and 
kept  shriveling,  curling  up  at  13  cents 
by  February.  Conversion  of  the  zero 
coupon  bonds  slowed.  Yet  the  cre- 
ation of  common  shares  continued. 

The  reason?  Savin  was  giving  other 
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Fine  jewelry  seldom  sees  the  light  of  day. 
JUnless,  of  course,  it's  insured  by  Chubb. 


&*fe 
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ost  of  the  time,  fine  jewelry  is  kept  locked  in  a  vault.  Because,  with  traditional 
hmeowners  insurance,  that's  the  only  safe  place  to  keep  it.  Such  policies  simply  don't  provide 
[equate  coverage  for  your  jewelry.  But  with  a  Valuable  Articles  policy  from  r~ 
uibb,  each  piece  can  be  separately  insured  for  exactly  what  it  is  worth. 

With  Chubb,  you  can  be  comfortable  letting  your  jewelry  shine  in  tl 
;ht  of  day.  For  full  information  call  800-922-0533. 

■  I'huhb  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse'.'  Watch  for  it  on  PBS. 
els  by  David  Webb. 


CO  RUM. 

The  Corum  Admiral's  Cup*  Watch.  Stainless  steel  finished  in  "gun  metal 

blue  and  18K  gold.  Quartz,  water-resistant.  Swiss  hand-crafted 
For  brochure,  send  $2  to  Corum,  Dept.  FB,650  Fifth  Ave.,  NY,  NY.  10019. 


i  i  Of  all  the  hotel's  many  pleasures, 
I  found  none  more  charming  than  an 
early- morning  stroll  about  the  grounds. 
So,  as  was  my  custom,  I  arose  before  six. 

"As  I  reached  the  secluded  garden, 
there  to  peruse  the  morning  Journal, 
another  early- riser  passed.  I  smiled. 
He  smiled.  It  was  some  minutes  later 
that  I  realized  I'd  exchanged  pleasantrto 
wirh  a  man  who  hadn't  been  photo- 
graphed in  two  decades.  )  5 


V 


{/ 


11  k     .  voi l\  Hills  I V Til  .ind  Bungalows. 

i  iK.  CA  90210  (213)  276-2251  Reservations  (213)  278  -1487 
BEVHILL-Tefeji    B85  86  «TWX  910-490-2580 
tio  tally  hy  ^JiAy-^u  «K»*  (800)  R-WARNER 


noteholders  their  interest  in  common 
stock.  Meanwhile,  the  interest  pay 
able  on  those  notes  moved  from  8%  in 
1986  to  16%  last  year.  In  Septembei 
1987,  with  Savin  trading  around  IVi, 
it  took  1.7  million  shares  to  meet  the 
$2.16  million  in  semiannual  interest 
due  on  $27  million  of  principal.  By 
March  1988,  with  the  stock  around  25 
cents,  it  took  10.8  million  shares — 
just  for  one  interest  payment. 

In  February  Sadler  offered  a  recapi- 
talization plan  to  extinguish  at  least 
$110  million  of  Savin's  debt.  How? 
How  else?  By  converting  bonds  to 
stock.  The  projected  dilution — up  to 
255  million  new  shares — would  have 
given  Savin  as  many  as  315  million 
shares  outstanding.  That's  a  stagger- 
ing number  for  a  company  whose  rev 
enues  were  only  $356  million. 

Not  surprisingly,  the  noteholders 

By  1985  red  ink  was 
flowing  at  $283,000  per 
day,  and  Savin  considered 
filing  for  Chapter  1 1 .  Now  it 
is  mid- 1988  and  Savin  is 
alive — but  barely.  Last 
year's  results  were  pretty 
good  for  a  company  that  lost 
$9.2  million  in  1986 — and 
$103  million  in  1985. 

balked.  Better  to  hold  questionable 
bonds  than  near-worthless  stock. 
Over  three  weeks  Sadler  and  the 
bondholders  wrangled.  On  Mar.  30| 
they  finally  reached  an  agreement, 
now  pending  SEC  approval.  The  bond- 
holders won't  have  to  convert  their 
securities  to  stock.  They  will  take 
convertible  preferred  instead. 

At  least  $140  million  in  long-term 
debt,  74%  of  the  total,  will  be  ex- 
changed for  10  million  shares  of  con- 
vertible preferred  stock.  Most  of  the 
publicly  issued  shares  will  pay  8% 
interest.  In  cash?  Well,  no.  In  addi- 
tional shares  of  preferred. 

Once  again  Savin  is  saved.  The 
swap  will  turn  a  negative  net  worth  of 
$71  million  to  a  positive  $74  million, 
and  interest  payments  will  fall  by 
more  than  $1  million  a  month. 

Colorocs  Corp.,  a  startup  based  in 
Atlanta,  intends  to  buy  Savin  securi- 
ties that  will  give  it  45%  voting  pow- 
er, presuming  conversion  of  all  the 
preferred.  Colorocs  has  an  advanced 
color  photocopier  about  to  come  to 
market.  Sadler  thinks  that  Savin, 
with  its  network  of  270  dealerships, 
could  get  $50  million  in  added  reve- 
nue from  the  new  machine  by  1989. 

Heck.  Maybe  it  would  have  been 
easier  just  to  go  Chapter  1 1  in  the  first 
place.  ■ 
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Leadership 

is  intuition  and  hard  work. 


In  the  world  of  gold,  UBS  acts  as  a  leader:  with  its  own 
trading  organization,  stretching  from  New  York  to  London 
to  Zurich  to  Hong  Kong  -  relying  on  its  own  refineries  - 
pursuing  an  active  financing  policy  -  and,  last  but  not 
least,  featuring  an  AAA  rating.  Reassurance  is  golden. 

UBS  -  committed  to  excellence. 


IBS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago, 

os  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 

IBS  in  Canada:  Toronto,  Montreal,  Calgary.    Head  Office: 

Inion  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 


Numbers  Game 


What's  the  secret  behind  the  "Massachusetts 
miracle'  that  Michael  Dukakis  is  so  proud 
of?  Mirrors,  perhaps? 

Dukakinomics 


By  Penelope  Wang 


T|  o  hear  Michael  Dukakis  tell  it 
in  his  commercials,  as  governor 
of  Massachusetts  he  has  trans- 
formed one  of  New  England's  most 
economically  depressed  states  into  a 
paradigm  of  technologically  driven 
growth  and  sound  fiscal  management. 
But  what  Dukakis  does  not  bring  up — 
ai  .k  tually  dismisses  state  officials 
for  even  mentioning — is  that  his 
vaunted  budget  surpluses  have  been 
hugely  achieved  by  creating  what  is 
likely  the  biggest  pension  mess  of  any 
state  in  the  country.  By  adhering  to  a 
"pay-as-you-go"  formula  that  ignores 
Lin  eds,  Dukakis  has  ai- 
ded nsion  liabilities  in 
to   reach  perhaps  as 


on     probably   the 


<ch 

red  debt  load  of 
tatei  i    on. 


To  be  fair,  the  pension  problem  in 
Massachusetts  predates  Dukakis. 
Legislators  had  set  up  the  state's  pen- 
sion system  in  the  1940s  on  a  pay-as- 
you-go  basis.  It  worked  like  this:  State 
employees  contributed  to  the  system, 
with  no  funding  provided  by  the  state. 
Each  year's  retirement  obligations 
were  paid  out  of  that  fund.  By  now 
only  a  few  other  states  have  pay-as- 
you-go  systems,  and  none  appears  to 
be  in  anywhere  nearly  as  deep  a  hole 
as  Massachusetts  is  in. 

By  contrast,  most  other  states,  in- 
cluding New  York  and  California,  use 
actuarial  funding  assumptions,  under 
which  state  pension  contributions  are 


based  on  a  determination  of  projected 
needs.  This  is  the  system  used  by 
nearly  all  large  corporations  for  their 
own  pension  plans — though  assump- 
tions can  and  do  vary  widely  as  to 
what  those  future  needs  will  be. 

Massachusetts'  pension  mess  did 
not  become  a  hot  issue  for  Dukakis 
until  the  Retirement  Law  Commis- 
sion, a  state  advisory  agency,  reported 
last  autumn  that  the  state's  total  un- 
funded liabilities  had  jumped  60%,  to 
as  much  as  $  1 8  billion,  since  the  gov- 
ernor took  office  in  1983. 

According  to  Carmen  Elio,  former 
chairman  of  the  commission,  the  in- 
crease was  partly  caused  by  tax  limi- 
tation measures  and  improved  sala- 
ries and  benefits.  But  the  chief  reason 
was  Democrat  Dukakis'  hiring  of 
10,000  new  state  employees,  which 
swelled  the  annual  payroll  by  $900 
million. 

How  did  the  governor  respond  to 
this  alarming  news?  Decisively.  He 
told  Elio,  who  had  served  as  unpaid 
commission  chairman  for  14  years, 
that  he  would  not  be  reappointed. 
Charges  Democratic  State  Represen- 
tative Kevin  Blanchette:  "It  was  clear- 
ly a  shoot-the-messenger  move." 

A  well-placed  Dukakis  official 
counters  that  the  firing  was  unrelated 
to  the  report.  Anyway,  the  official 
added,  the  commission's  figures  were 
based  on  faulty  data.  (Dukakis  main- 
tains he  added  only  5,500  employees' 
to  the  state  rolls,  not  10,000.)  The 
squabble  has  at  last  helped  spur  the 
Massachusetts  legislature  to  pass  a 
long-stalled  bill  mandating  full  fund- 
ing of  the  state's  Brobdingnagian  pen- 
sion liability.  Dukakis  has  already 
submitted  a  funding  schedule  propos- 
ing to  amortize  the  liability  costs  over 
40  years.  The  initial  allocation  would 
be  about  $620  million,  a  $60  million 
increase  over  last  year's  pay-as-you-go 
figure.  Additional  funding  will  be  lent 
to  city  and  town  pension  systems. 

Problem  solved?  Not  quite.  Pension 
experts  argue  that  the  governor's  office 
is  allowing  for  a  too-generous  spread 
between  the  investment  rate  of  re- 
turn— pegged  at  8%  by  the  governor's 
office — and  a  projected  6%  increase  in 
salaries.  (Most  states  use  a  1 .5%  spread 
between  the  two.)  On  more  prudent 
assumptions,  Massachusetts'  likely 
fiscal  1989  pension  outlays  will  need 
to  be  at  least  $200  million  more  than 
the  governor  is  now  allowing  for- 
blasting  a  mighty  hole  in  his  much 
ballyhooed  reputation  for  fiscal  man- 
agement ability.  But  so  what!  By  the 
time  that  happens,  Dukakis  hopes  to 
be  settled  in  the  White  House,  with 
the  Massachusetts  deficit  someone 
else's  problem.  ■ 
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3  technology.  Electronic  fuel-injected  V-6  power 
\e  owner  care  program.  Everything. 


THE  CRYSTAL  KEY  PROGRAM.  BETTER  OWNER 
CARE  THAN  EVEN  ROLLS  ROYCE  OR  MERCEDES. 

•  5-year750,000-mile  Basic  Warranty 

v  v  on  entire  car.  You  take  care  of  normal 

maintenance,  adjustments  and  wear 
items,  we  take  care  of  the  rest. ..the  works. 
No  ifs,  ands,  buts  or  deductibles. 

•  7-year/70,000-mile  Protection  Plan+ 
covers  engine  and  powertrain.  7  years/ 

00  miles  on  outer  body  rust-through. 
•  24-hr.  Customer  Hotline  * 

for  any  questions  on  fc> 

warranty  or  service.  w/wQ 

CHRYSLER.  DRIVING  TO  BE  THE  BEST 


I  warranty  Deductible  on  powertram  alter  5  50 


Coi  ss  has  forced  Americans  to  break  off  their  business  ties  with 
South  Africa.  Japan,  among  others,  thanks  Congress.  South  Africa 
has  had  little  trouble  finding  other  trading  partners.  i 


Futile 
gesture 


By  Ronald  Bailey 


In  1986  the  U.S.  Congress  passed 
the  Comprehensive  Anti-Apart- 
heid Act,  which  mandated  sanc- 
tions against  South  Africa.  It  included 
a  ban  on  importation  of  South  African 
agricultural  products,  coal,  steel  and 
textiles.  U.S.  companies  were  prohib- 
ited from  exporting  computers  to  the 
South  African  police  or  military  and 
from  making  further  loans  to  the  Pre- 
toria government,  etc.  At  the  same 
time,  a  private  campaign  for  "disin- 
vestment" forced  or  persuaded  scores 
of  U.S.  companies  to  dump  their  oper- 
ations in  South  Africa. 

In  one  sense,  the  sanctions  have 
been  effective.  By  1987  U.S.  ex- 
ports to  South  Africa  fell  to  about 
half  their  unadjusted  1984  value — 
from  $2.27  billion  to  $1.28  bil- 
lion. U.S.  imports  from  there  fell, 
too,  declining  from  a  high  of  $2.6 
billion  in  1984  to  $1.4  billion  in 
1987.  Clearly,  then,  sanctions  have 
savaged  trade  between  the  U.S.  and 
South  Africa.  How  badly  has  it  hurt 
South  Africa?  Not  at  all.  South  Afri- 
ca's economy  is  growing,  about  2.5% 
for  1987 — an  improvement  over  the 
1%  of  1986  and  a  decline  of  1%  in 
1985.  South  Africa's  chief  central 
banker,  Gerhard  de  Kock,  recently 
predicted  3%  for  1988.  That's  growth 
enough  to  keep  the  whites  happy  but 
not  nearly  enough  to  make  a  dent  in 
unemployment  among  the  fast-grow- 
lack  population. 

Wh\  isn't  U.S.  pressure  hurting? 
Erica  has  had  little  trouble 
finding  alternative  markets  for  its 
good-  and  alternative  suppliers  for 
what  it  needs.  "Most  (South  African] 
imports  from  the  U.S.  arc  manufac- 
tured good:  which  can  easily  be  re- 
placed b  K.,  West  Germanv  or 
japan,"  U.S.  I  >eputy  Assistant  Secre- 


tary of  Commerce  James  Kelly  recent- 
ly told  a  congressional  committee. 
Kelly  noted  that  South  Africa  has 
shifted  its  trade  to  the  Far  East,  nota- 
bly Japan,  Hong  Kong  and  Taiwan.  It 
is  also  doing  more  business  with  the 
Soviet  Union.  For  example,  Russian 
Lada  cars  are  currently  on  sale  there. 
Nor  are  South  Africa's  exports  suffer- 
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ing.  Its  trade  surplus  has  risen  since 
the  U.S.  and  some  major  allies  im- 
posed trade  sanctions. 

Meanwhile,  Japan  and  West  Germa- 
ny now  surpass  the  U.S.  as  suppliers 
to  South  Africa.  Disinvestment  by 
West  German  companies  has  lagged 
far  behind  U.S.  companies.  Only  5  of 
139  West  German  companies  doing 
business  in  South  Africa  withdrew  be- 
tween 1985  and  1987.  By  contrast,  the 
value  of  U.S.  direct  investment  in 
South  Africa  has  been  cut  by  more 
than  half — from  $2.4  billion  to  proba- 


bly less  than  $1  billion. 

Perhaps  the  major  beneficiary  of 
U.S.  withdrawal  has  been  Japan.  Japan 
has  now  become  South  Africa's  lead- 
ing trading  partner.  The  Japanese  gov- 
ernment is  now  urging  Japanese  com- 
panies to  restrict  their  dealings  with 
South  Africa,  but  it  seems  to  be  saying 
it  with  a  wink. 

The  1986  Anti- Apartheid  Act  au- 
thorizes the  President  to  limit  im- 
ports from  any  foreign  country  that 
"benefits  from,  or  otherwise  takes 
commercial  advantage  of,  any  sanc- 
tion or  prohibition  .  .  .  imposed  by 
or  under  this  Act."  If  this  act  were 
applied  zealously,  the  U.S.  would 
have  to  act  strongly  against  both 
Germany  and  Japan,  and  proba- 
bly against  the  Soviet  Union  as 
well.  However,  the  State  Depart- 
ment interprets  this  provision  as 
applying  only  to  products  that  are 
specifically  banned  from  sale  to 
South  Africa.  It  does  not  apply  it  to 
foreign  companies  that  replace  U.S. 
business  lost  through  disinvestment 
or  just  plain  disenchantment  with 
U.S.  suppliers. 

Regardless  of  the  ineffectiveness  of 
economic  sanctions,  Congress  is 
moving  to  enact  an  even  stronger 
sanctions  bill  against  South  Africa. 
The  new  legislation  would  cut  all  im- 
ports from  South  Africa  except  strate- 
gic minerals  that  the  President  deems 
essential  only  for  military  uses.  The 
Japanese  would  like  that.  So,  proba- 
bly, would  the  West  Germans  and  the 
Soviets. 

Score  to  date:  On  the  U.S.  side,  sat- 
isfaction at  seeming  to  do  something 
about  flagrant  injustice.  On  the  South 
African  side,  inconvenience  more 
than  compensated  by  the  knowledge 
that,  short  of  declaring  war,  the  worst 
the  U.S.  Congress  can  do  to  the  South 
Africans  isn't  very  much.  ■ 
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HE  BEST  WAY  TO  GET  CAR  RENTAL 
LOSS  AND  DAMAGE  INSURANCE 
AT  NO  EXTRA  CHARGE... 


When  you  rent  an  automobile 
with  the  Gold  Card®  Car  Rental 
Loss  and  Damage  coverage  for 
up  to  the  full  value  of  the  car 
is  yours.  Automatically.  At  no 
extra  charge. 

To  take  advantage  of  the  coverage, 
decline  the  standard  collision 
damage  waiver  or  similar  option 
offered  by  the  car  rental  company. 
And  save  up  to  S10  a  day  on 
collision/loss  damage  waiver  fees. 

The  Gold  Card.  There's  no  more 
convenient  way  to  pay  for  your 
automobile  rental.  And  now  it's 
the  best  way  to  pay  less  for  it. 

To  acquire  the  Gold  Card,  call 
1-800-458-AMEX. 


TRAVEL 
_____  RELATED 

<s  ■■■services 

©  1988  American  Express  Travel  Related  Services  Company.  Inc 


S  WITH  THIS. 


THE  GOLD  CARD 


Underwritten  by  National  Union  Fire  Insurance  Company 
of  Pittsburgh.  PA.  Coverage  is  subject  to  the  terms,  condi- 
tions, and  exclusions  of  the  policy. 
This  is  excess  coverage  that  reimburses  for  eligible  losses 
not  covered  by  other  sources  of  insurance  or  reimburse- 
ment. Certain  expensive,  exotic,  and  antique  cars  are  not 
covered. 
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fter  look  at  the  tightest  ship  in  marine  sports  and  outdoor  recreation  products,  call  800-255-2550. 
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A  flaming  liberal  at  Yale,  Timothy  Mellon 
today  is  fighting  trade  unions,  the  federal 
government  and  politicians  like  Dukakis 
who  stand  in  the  way  of  his  building  a  first- 
class  railroad  business. 

Compromise,  hell 


By  Richard  Behar 


It's  a  Tuesday  afternoon  and 
Timothy  Mellon,  45,  is  where  he 
most  likes  to  be:  specifically, 
6,500  feet  in  the  air,  piloting  his  chop- 
per, peering  down  across  the  New  En- 
gland landscape.  Stretched  out  below, 
he  tells  the  Forbes  reporter  at  his 
elbow,  are  "my  investments."  He  re- 
fers to  Massachusetts-based  Guilford 
Transportation  Industries,  Inc.,  a 
4,000-milc  railroad  sprawling  across 
the  Northeast  from  Bangor,  Me.  to 
Buffalo,  N.Y.,  Montreal 
and  Washington,  D.C. 
The  network  was  put 
together  by  Mellon  out 
of  three  floundering 
railroads,  and  today  is  a 
leading  rail  carrier  in 
New  England. 

In  an  era  when  most 
big  money  is  made  on 
Wall  Street  or  in  com- 
puters   or    in    selling 
things   to   consumers 
Mellon  builds  his  em- 
pire the  old-fashioned 
way:  on  steel  rails  and 
rolling  stock.  Timothy 
Mellon   is   a    throwback    in   another 
way,  too.  He  is  the  grandson  of  An- 
drew Mellon,  one  oi  the  greatest  busi- 
ness tycoons  who  ever  lived,  whose 
interests     tanged     from     Pittsburgh 
king  (Mellon  Bank)  to  oilfields  in 
Middle  East  (Gulf  Oil]  to  alumi- 
num   (Alcoa).    Mellon    was     Herbert 
Secretary  of  the  Treasury, 
whose  Depression-fighting 
tover  was-  "Liquidate  la- 
Itocks     liquidate    the 
;•  late  real  estate."  Tim- 
i  i]  Mellon,  was  cut  from 
•     i.         h  altogether,  .1  gentle- 
portsman  and 
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Andrew  Mellon 
The  legacy  lives 


collector  of  art,  sporting  rifles  and 
hunting  jackets. 

Timothy  is  more  like  grandpa.  And, 
like  grandpa,  he  can  be  ruthless  in 
seeking  what  he  wants.  In  fighting  the 
unions  for  an  end  to  featherbedding, 
his  properties  have  had  their  tracks 
torn  up  by  raging  union  men,  electric 
transformers  have  been  shot  out  by 
snipers'  rifles,  runaway  trains  have 
been  sent  careening  through  towns. 

Hundreds  of  cases  of  sabotage  or 
violence  have  been  reported  since  the 
first  strike  began  in  1986.  It  was  pre- 
cipitated by  Mellon's 
efforts  to  eliminate 
the  archaic  work  rules 
and  rigid  class-and- 
craft  distinctions  that 
plague  his  company  as 
well  as  most  of  the 
industry. 

Is  this  the  same  Tim 
Mellon  who  skulked 
around  Yale  as  a  1960s 
liberal,  and  gave  mon- 
ey freely  to  such  causes 
as  Indian  rights  and  the 
rebuilding  of  a  bombed 
hospital  in  Hanoi?  In- 
deed  it  is,  but  the  liber- 
al activist  has  become  a  business  ac- 
mist,  dedicated  to  bringing  efficient 
transportation  to  New  England.  Yet 
Mellon  docs  maintain  an  unostenta- 
tious lifestyle  that  features,  as  his 
main  means  of  commuting,  an  old, 
beat-up  VW  Rabbit  with  around 
200,000  miles  on  it. 

The  resemblance,  physical  and  oth- 
erwise, between  Tim  and  his  grandfa- 
ther is  almost  eerie.  Andrew  Mellon 
was  a  shy  man,  uncomfortable  with 
small  talk,  and  Tim  has  inherited  his 
reserve,  his  impenetrable  coolness 
and  his  dislike  for  chatter.  Tim  is  in- 
fused with  the  drive,  the  audacity  and 


the  individualism  that  helped  make 
his  grandfather  so  successful.   Says ' 
one  federal  railway  official:  "Tim  be- 
lieves he's  doing  something  historic; 
it's  almost  messiah-like." 

What's  Mellon's  mission?  To  create 
a  rail  empire  in  New  England.  In  the 
early  1980s  he  paid  $42  million  to  buy 
the  old  Maine  Central,  Boston  & 
Maine  and  the  Delaware  &  Hudson. 
Half  the  money  he  borrowed  from  the 
Mellon  Bank  in  Pittsburgh.  The  rest? 
Mellon  won't  say,  but  he  is,  after  all, 
the  beneficiary  of  a  multimillion-dol- 
lar trust  from  his  grandfather. 

Most  of  the  railroads  he   bought 
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imothy  Mel/on  piloting  his  helicopter  north  of  Boston 

If  you  believe  in  something,  what  others  call  you  is  irrelevant.' 


vere  in  poor  shape,  burdened  with 
leavy  labor  costs,  facing  competition 
rom  trucks  speeding  along  inter- 
■tates  and  suffering  from  the  decline 
)f  heavy  industry  in  its  area.  The  In- 
erstate  Commerce  Commission  gave 
peedy  approval  to  his  acquisitions, 
he  federal  government  subordinated 
ibout  $70  million  in  debt  and  New 
fork  State  kicked  in  $23  million  in 
:apital.  Here  was  a  man  who  could 
ave  the  local  rail  network. 

But  the  honeymoon  was  short, 
juilford  Transportation  eked  out  just 
>5  million  in  profits  on  $275  million 
n  revenues  in  1985.  The  final  blow 


came  when  labor  presented  Mellon 
with  its  Christmas  list  the  following 
year,  demands  that  included  $26,000 
in  back  severance  payments  to  every 
worker  he  had  furloughed.  Mellon 
took  a  strike  instead  and  ran  his  rail- 
road with  replacements.  After  several 
months  it  appeared  Guilford  would 
win,  and  then  the  national  rail  unions 
threatened  to  shut  down  every  rail- 
road in  the  country.  An  emergency 
panel  set  up  by  President  Reagan  tried 
to  persuade  Mellon  to  compromise 
with  the  unions.  He  refused.  Congress 
stepped  in  and  resolved  the  dispute — 
on  terms  favorable  to  labor. 


Last  year  Mellon  and  Guilford  Pres- 
ident David  Fink  cooked  up  a  plan  to 
counter  labor's  political  clout.  They 
signed  an  agreement  with  the  United 
Transportation  Union  to  mid- 1991  for 
a  few  dozen  employees  to  work  at  an 
obscure  subsidiary,  the  Springfield 
Terminal.  The  agreement  provides  for 
some  of  the  most  flexible  work  rules 
in  the  U.S.  The  contract,  moreover, 
placed  no  limit  on  the  size  or  scope  of 
the  Springfield  operation,  so  Mellon 
promptly  leased  most  of  Guilford's 
property  to  the  subsidiary,  banishing 
17  of  18  unions  in  one  stroke.  The 
ploy  hasn't  gone  down  well.  Members 


ORBES,  MAY  16,  1988 


57 


s^NV 


of  the  UTU,  the  surviving  union,  have 
been  on  strike  since  November. 

But  the  leaseback  ploy  may  yet 
work.  The  ICC  recently  blasted  Guil- 
ford for  the  maneuver  but  left  the 
leases  intact.  Darius  Gaskins,  head  of 
the  $4  billion  Burlington  Northern 
Railroad,  says  he  has  recently  used 
the  same  approach  for  about  1,800 
miles  of  track  out  west. 

Meanwhile,  Mellon  fights  not  only 
featherbedding  unions  but  their  bu- 
reaucratic overseers  as  well.  Soon  af- 
ter the  second  strike  began  in  Novem- 
ber, federal  inspectors  swooped  onto 
Guilford's  trains.  Claiming  that  Guil- 
ford's accident  rate  was  three  times 
the  industry  average,  they  have  fined 
the  firm  nearly  $1  million.  Mellon 
refuses  to  pay,  saying  the  inspectors 
are  nitpicking  ex-union  men  and  that 
the  so-called  violations  are  common 
to  virtually  every  railroad  in  the  coun- 
try— a  claim  that,  interestingly 
enough,  echoes  airline  magnate  Frank 


the  ring.  With  support  from  Vermoni 
it  is  seeking  to  condemn  a  48-mil 
stretch  of  Guilford's  track.  If  Amtrai 
succeeds,  it  will  be  the  first  time  i 
has  ever  used  its  condemnation  pow 
ers  against  another  railroad. 

Whatever  the  justice  of  the  case 
however,  Mellon's  abrasive  style  ha 
hurt  his  cause.  "You  run  businesse 
on  trust  and  confidence,"  says  Job 
Sweeney,  a  former  Guilford  consul 
tant  who  now  handles  labor  negotia 
tions  for  CSX,  one  of  the  country' 
largest  railroads.  "And  that  clearl 
has  been  forfeited  in  almost  every  ac 
tion  that  Guilford  has  taken." 

Mellon  and  his  aides  insist  th> 
worst  is  over.  They  claim  that  freigh 
traffic  has  been  restored  to  70%  of  it 
prestrike  level,  and  the  total  worJ 
force  has  been  pared  to  around  hal 
since  1986,  to  1,800.  "Two  years  ago 
had  to  use  38  workers  to  take  a  trail , 
from  Bangor  to  Buffalo,"  says  Guiljj 
ford's  Fink.  "In  June  I'll  be  allowed  b 
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Guilford  President  David  Fink 

From  Bangor  to  Buffalo  with  just  eight  workers. 


Lorenzo's  charge  against  the  Federal 
Aviation  Administration's  current 
safety  probe  of  Eastern  and  Continen- 
tal. "Political  atmospherics,"  says 
Mellon  with  a  disdain  his  grandfather 
would  have  been  proud  of. 

What  now?  Michael  Dukakis  has 
entered  the  fray.  Prodded  by  his  union 
allies  and  some  of  Guilford's  custom- 
ers, the  Massachusetts  presidential 
hopeful  recently  urged  the  ICC  to 
take  "prompt  action"  against  the  rail- 
road. His  proddings  could  lead  to  re- 
placement hy  another  carrier.  Duka- 
kis is  also  lining  up  other  New  En- 
gland governors  to  oppose  Guilford. 
Responding  to  similar  pressures, 
Maine's  legislative  leaders  recently 
tried  to  push  a  bill  through  giving  the 
state  the  right  to  take  Mellon's  rail- 
road by  eminent  domain.  On  another 
front,  Amtrak  has  also  climbed  into 


do  it  with  8.  That's  magnificent." 

Why  not  compromise  a  little?  Be 
cause  compromisers  can't  accomplisl 
what  Mellon  wants.  His  role  model  i 
the  Florida  East  Coast  Railway 
Tough  old  Ed  Ball  ran  that  little  rail 
road  for  the  du  Pont  family,  endunnj 
12  years  of  violent  strikes  starting  ii 
1963.  Florida  East  Coast  is  today  om 
of  the  safest,  best-maintained  anc 
most  profitable  operations  in  the  U.S. 
regularly  bringing  about  20%  of  reve 
nues  to  the  bottom  line. 

Compromise  wasn't  a  word  in  Ec 
Ball's  lexicon.  Timothy  Mellon  want: 
to  emulate  that  performance,  even  i 
it  means  emulating  Ball's  toughness 
"If  you  believe  in  something,  wha 
others  call  you  is  irrelevant,"  Mellor 
says.  "We're  here  to  run  a  railroad 
and  we'll  see  it  through  to  the  end.' 
Andy  Mellon  would  have  approved 
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Heres  an  insurer  that  doesn't  get  respect 
on  Wall  Street  but  plays  well  in  Omaha. 


We  dance  to 
our  own  tune 


By  Jill  Andresky 


Read  these  numbers:  For  the 
past  five  years,  an  impressive 
16.7%  average  return  on  equi- 
ty, with  net  profit  margins  (12.6%) 
that  are  more  than  double  the  median 
of  the  competition.  A  hot 
stock?  Nope.  The  stock 
hovers  around  9  times 
projected  earnings.  The 
company?  Torchmark 
Corp.,  a  $4.2  billion  (as- 
sets) life  and  health  insur- 
ance company  based  in 
Birmingham,  Ala. 

Yet  only  a  few  years  ago 
the  company  was  a  dar- 
ling of  The  Street.  Ana- 
lysts fairly  swooned  over 
Medigap,  Torchmark's 
Medicare  supplement  pol- 
icy, which  was  pushing 
premium  income  growth 
at  a  breathless  20%  annu- 
al clip.  But  then  Medigap 
ran  into  problems  as  Con- 
gress debated  ways  to 
fund  catastrophic  health 
care  costs  for  the  elderly, 
which  may  end  up  reduc- 

J  ing  the  incentive  for  buy- 
ing     Medicare      supple- 

i  ments.  Many  holders  of 

,  Torchmark  dumped  their  stock,  driv- 

;  ing  down  share  prices  from  a  high  of 
38  (a  multiple  of  14)  in  mid-1986,  to 
about  30  recently. 
But  not  all  the  holders  were  disillu- 

,  sioned.  Warren  Buffett  reportedly 
bought  around  3%  of  the  stock  last 

'  summer.  What  does  he  see  in  it?  With 
origins  dating  back  to  the  early  1900s, 
Torchmark  has  built  an  unrivaled 
franchise  selling  all  types  of  life  and 
health  insurance  products  to  low-  to 
moderate-income  families,  largely  in 

i  the  Southeast. 


Door-to-door  salesmanship  is  not 
normally  thought  of  as  the  most  effi- 
cient means  of  distributing  a  product. 
But  as  practiced  by  Torchmark's 
tightfisted  management  in  its  Liberty 
National  subsidiary,  the  technique 
has  made  the  company  one  of  the 


Torchmark  President  Jon  Rotenstreicb 

Not  all  the  stockholders  were  disillusioned. 


most  profitable  in  the  industry.  Liber- 
ty's actual  expense  ratio  is  18%,  ac- 
cording to  Ronald  Mcintosh  of  insur- 
ance specialists  Fox-Pitt,  Kelton. 
Compare  that  with  the  industry  aver- 
age of  25%.  Want  more  impressive 
figures?  Net  operating  income  last 
year  rose  by  9%  from  1986,  to  $2.98 
per  share.  Return  on  equity  was  near- 
ly 23%  in  1987,  up  from  a  five-year 
average  of  16.7%,  compared  with  a 
five-year  average  of  12.3%  for  the  in- 
dustry as  a  whole. 
The  company  has  built  a  loyal  cus- 


tomer base  that  larger  rivals  envy.  A 
typical  blue-collar  family  might  sign 
for  life  insurance  for  parents  and  then, 
over  years  of  visits  from  Torchmark's 
sales  agents,  an  auto  club  member- 
ship and  eventually  a  Medigap  policy. 
For  families  who  manage  to  accumu- 
late some  savings,  Torchmark  even 
offers  financial  planning  assistance, 
through  a  unit  that  has  been  growing 
at  a  rate  of  about  15%  per  year. 

Premium  income  growth,  it  is  true, 
has  slipped  sharply  in  the  last  year. 
But  look  more  closely.  Much  of  last 
year's  slowdown — 1987  was  flat, 
compared  with  13%  growth  the  year 
before — came  not  from  Medigap  slip- 
page but  from  a  management  decision 
to  protect  margins.  The  company 
wrote  40%  less  property/casualty 
business  and  stopped  writing  group 
health  policies  altogether.  It  was  a 
welcome  decision. 

Even  though  Wall  Street  has  re- 
mained disenchanted  with  the  stock, 
Torchmark  turned  in  a  solid  first 
quarter,  with  earnings  up  20%,  to  83 
cents  per  share.  And  as  for  Medigap, 
there's  probably  much  life 
still  left  in  the  program  no 
matter  what  Congress 
does.  Consider  Margaret 
Peters,  a  72-year-old  wid- 
ow in  St.  Petersburg,  Fla. 
She  pays  $700  each  year 
for  her  policy  but  says 
she'd  probably  never  can- 
cel it,  no  matter  what  type 
of  legislation  gets  adopted 
in  Washington.  "The  one 
thing  I  know  is,  you  go 
into  a  hospital  without 
any  supplemental  insur- 
ance, and  it'll  wipe  you 
out."  One  likely  prospect: 
Congress  will  adopt  a 
measure  that  still  in- 
cludes a  sizable  deduct- 
ible, leaving  Torchmark 
room  to  sell  a  more  mod- 
erately priced  supplemen- 
tal policy. 

As  for  future  growth, 
Torchmark  has  a  nursing 
home  policy  in  the  works. 


So,  does  the  company  care  that  its 
stock  continues  to  lag  the  market? 
"The  only  kind  of  revenue  growth  we 
want  is  the  kind  that  we  can  service 
cheaply  and  know  will  be  profitable 
for  us  in  the  long  term,"  says  Jon 
Rotenstreich,  44,  the  company's  pres- 
ident and  a  former  partner  at  Salomon 
Brothers.  "We're  not  going  to  dance  to 
the  tune  of  the  stock  market."  With 
raiders  everywhere  lurking  in  the 
bushes,  not  many  U.S.  public  compa- 
nies can  afford  to  take  that  attitude 
today.  More's  the  pity.  ■ 
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A   ^       SHERATON       LITTLE       THINGS      MEAN      A      LOT     -AT       SHERATON      L| 

ATrue 
Shoe  Story 

At  Sheraton,  we've  always  asked  our  employees  to  try  to 
imagine  themselves  in  our  guests'  shoes. 

But  even  we  were  a  bit  surprised  to  hear  about  the 
Sheraton  manager  who  gave  the  shoes  he  was  wearing  to  one 
of  his  guests. 

It  seems  that  the  guest  was  about  to  go  on  a  job  interview 
when  he  realized  that  he  had  forgotten  to  pack  shoes  to  go 
along  with  his  suit. 

Having  nowhere  else  to  turn,  he  sheepishly  called  the 
front  desk.  And  discovered,  as  luck  would  have  it,  that  he  and 
the  manager  had  the  same  shoe  size. 

So  the  manager  exchanged  his  shoes  for  the  guesfs 
sneakers.  And  we're  happy  to  report  that  the  interview  was 
a  success. 

Sheraton  employees  are  trained  always  to  remember  the 
little  things  that  make  such  a  big  difference. 

So  although  we  may  be  a  large,  worldwide  hotel  group 
with  nearly  500  hotels,  inns  and  resorts  in  more  than  60 
countries,  there's  one  thing  a  Sheraton  employee  never  loses 
sight  of:  when  it  comes  to  our  guests,  little  things  mean  a  lot. 

Call  Sheraton  at  800-325-3535.  Or  call  your  travel 
agent.  And  next  time  you're  away  from  home,  well  (^| 
make  sure  you  put  your  best  foot  forward 
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This  true  story  took  place  at  Industry  Hills  &  Sheraton  Resort,  City  of  Industry,  California.  ©  1988  The  Sheraton  Corporation. 
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i  For  Reservations  At  These  \ 

<    And  Other  Fine  Sheraton  Hotels  Call    ; 
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Sheraton  Summer  Best  Value  Rates'  are  per  room,  per  night. 

Rates  subject  to  advance  reservations.  With  the  Family  Plan,  up 
to  two  children  17  or  under  stay  free  in  adults  room  when  no 
additional  bedding  is  required. 

IN  THE  UNITED  STATES 

ALASKA  Wkdys/Wknds 

Anchorage 

Sheraton  Anchorage  Hotel s119.00(Eve»yDay) 

ARIZONA 
Tucson 

Sheraton  Tucson  El  Conquistador 

Golf  and  Tennis  Resort s60.00/70  00 

CALIFORNIA 
Long  Beach 

Sheraton  Long  Beach 

at  Shoreline  Square  (Opening  August  1988)    .  .  $75.00(EveryDay) 

LOS  Angeles  (Special  Introductory  Rate) 

Sheraton  Grande  Hotel      s  120.00/95.00 

Sheraton  Plaza  La  Reina®    $79.00/59.00 

Sheraton  at  Redondo  Beach $90.00/79.00 

Sheraton  Universal  Hotel $90.00(EveryDay) 

San  Diego/Harbor  Island 

Sheraton  Grand  on  Harbor  Island  -±i $92. 00  (Every  Day) 

Sheraton  Harbor  Island  ® $92. 00  (Every  Day) 

COLORADO 

Denver 

Sheraton  Denver  Airport  ®   $59. 00  (Every  Day) 

Steamboat  Springs 

Sheraton  Steamboat 

Resort  &  Conference  Center $59.00(EvayDay) 

CONNECTICUT 
Hartford 

Sheraton  Hartford  Hotel    $95.00/75.00 

Stamford 

Sheraton  Stamford  Hotel  &  Towers  (Main)  $89.00/59.00 

DISTRICT  OF  COLUMBIA  0****)  •  ■      s  109.00^  t*y, 

The  Sheraton  Grand  on  Capitol  Hill $99.00(EvoyDay) 

Sheraton  Washington  Hotel  s  105.00/74  00 

FLORIDA 
Bal  Harbour 

Sheraton  Bal  Harbour $79.00(EveryDay) 

Jacksonville 

Sheraton  at  St.  Johns  Place s73.00/53.00 

Orlando 

Sheraton  World  Resort  $66.00(E\«yDay) 

Palm  Coast 


Wkdys/Wknds 


Sheraton  Palm  C  oast  Resort 
ILLINOIS 
Chicago 

Sheraton  Plaza 
LOUISIANA 
New  Orleans 

Sheraton  New  Orleans  Hotel 
MARYLAND 
Baltimore 

Sheraton  Inner  Harbor  Hotel 


560.00/75.00 


$85.00/7500 


$79.00  (Every  Day) 


$95.00(EveryDiiy) 


MASSACHUSETTS 

Boston 
Sheraton  Boston  Hotel  &  Towers 

(Main  Hotel  Only)   $125.00/99.00 

MISSOURI 

St.  Louis 

Sheraton  St.  Louis  Hotel    $59.00(EveryDay) 

NEW  JERSEY 

East  Rutherford 

Sheraton  Meadowlands  Hotel   s  105.00/85.00 

NEW  YORK 

NewMDrk 

St.  Regis  Sheraton  Hotel" $165.00/130.00 

The  Sheraton  Centre  Hotel  &  Towers 

(Main  Hotel  Only) S125.00/109.00 

Sheraton  City  Squire $  120.00/104.00 

Sheraton  Park  Avenue** $175 .00/140.00 

NORTH  CAROLINA 

Greensboro 

Sheraton  Greensboro  Hotel  


S69.00/59.00 


PENNSYLVANIA 
Philadelphia 

Sheraton  Society  Hill $124.00/99.00 

TENNESSEE 

Nashville 

Sheraton  Music  City  Hotel  ® s81 .00/69.00 

TEXAS 
Dallas 
Sheraton  Dallas  Hotel  &  Towers 

(Main  Hotel  Only)   $79.00/55.00 

Sheraton  Park  Central  Hotel  &  Towers 

(Main  Hotel  Only) $89.00/49.00 

VIRGINIA 

Richmond 
The  Jefferson  Sheraton  Hotel $85.00/70.00 

WASHINGTON 
Seattle 

Seattle  Sheraton  Hotel  &  Towers  (Main)  $113.00/85.50 

(Towers) $153.00/108.00 

IN  CANADA 
NOVA  SCOTIA 
Halifax 

Halifax  Sheraton (C^SuSQ>  $99. 00 (Every  Day) 

ONTARIO 
Toronto 

The  Sheraton  Centre  Hotel  &  Towers  (Main)  (d83  $126.00/104.00 
OUEBEC  (Towers) $165.00/142.00 

Montreal 

Le  Centre  Sheraton  Hotel  &  Towers  (Main)      'mS  $  105.00/99.00 

(Towers) $130.00/124.00 


•Kates  quoted  are  for  single  or  double  occupancx    \dditicmal  charge  for  third  adult 

ipply  Taxes  and  gratuities  not  included  Adv.    re  reservations  required  Sub- 

iMfllUft)  Nix  applicable  to  groups  or  convenoon>   \ates  effecove  May  TO  through 

jh  Ml  rates  subject  to  change  without  noOo.  Weekend  is  defined  as  Riday 

1  i.>  oik- child  only  at  the  St  Ragb  She)  ion  Hotel  and  the  Sheraton 

SHERATON     LITTll      'HINGS     MEAN     A     LOT 


JOIN  SHERATON  CLUB  INTERNATIONAL 

The  worids  most  rewarding  guest  recognition  and  award  program. 
For  further  details  call  800-247-CtUB.  f 

©  1988  The  Sheraton  Corporation 
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^anta  Fe  Southern  Pacific  jettisoned  lots  of 
assets  to  keep  the  raiders  at  bay.  But  the 
wolves  are  still  at  its  heels. 


And  still 
they  howl 


By  James  Cook 

^^k   NHANCING     STOCKHOLDER    Val- 

M.  ues.  A  currently  fashionable 
■J  phrase,  it  means,  when  man- 
agement uses  it:  Give  us  a  little  time 
and  we'll  do  more  for  the  value  of 
your  stock  than  any  raider  could.  Ever 
since  he  took  over  as  president  and 
chief  executive  of  Chicago's  giant 
Santa  Fe  Southern  Pacific  Co.  a  year 
ago,  Robert  D.  Krebs  has  used  the 
phrase  frequently.  Presiding  as  he 
does  over  a  treasure  trove  of  assets, 

•  this    earnest    and    youthful-looking 
man  of  46  has  had  to  do  to 

■  his  own  company  many  of 
the  things  that  a  raider 
would  do.  Fate  has  made 
Krebs  a  kind  of  raider 
from  within. 

Krebs'  company  owns 
both  the  Santa  Fe  and 
Southern  Pacific  rail- 
roads, but  a  longstanding 
proposal  to  merge  the  two 
was  turned  down  by  the 
Interstate  Commerce 
Commission  last  June. 
That  was  headache 
enough,  but,  even  worse, 
Santa  Fe  Southern  Pacific 
had  picked  up  a  couple  of 
major  new  stockholders 
that  had  value-enhancing 
ideas  of  their  own:  Mi- 
chael D.  Dingman's  Hen- 
ley Group  and  Olympia  & 
York  Developments  Ltd., 
owned  by  Canada's  Reich- 
mann  family,  the  world's 
largest  developers  of  real 
estate. 

With  outsiders  eyeing 
its  assets,  Santa  Fe  South- 
ern Pacific  decided  to 
keep  the  predators  at  bay 

:  with  the  old  Russian  wolf- 


pack  ploy:  shedding  assets  to  speed  its 
escape  and  so  slow  the  wolves.  Krebs 
was  forced  to  sell  off  Southern  Pacific 
anyway,  and  he  decided  to  sell  in  addi- 
tion $930  million  in  noncore  assets — 
timber,  three  pipeline  systems,  a  leas- 
ing company,  a  building  contractor. 
"We  were  a  company,"  Krebs  says, 
"with  a  lot  of  natural  resources  and 
undeveloped  real  estate  that  were  not 
reflected  in  the  price  of  our  stock." 

That  was  just  the  beginning.  In  ad- 
dition, Krebs  planned  to  spin  off  $300 
million  of  real  estate  to  his  stockhold- 
ers in  the  form  of  a  real  estate  invest- 


Santa  Fe  Southern  Pacific  President  Robert  D.  Krebs 
Do  unto  yourself  what  others  would  do  unto  you. 


ment  trust.  Then,  both  to  raise  cash 
and  establish  market  value,  Krebs 
planned  to  sell  20%  of  the  company's 
big  oil  and  gas  operation  to  the  general 
public.  He  would  then  use  the  cash 
proceeds  to  buy  in  60  million  shares 
of  Santa  Fe's  157  million  outstanding 
shares.  The  remaining  company 
would  be  smaller  and  more  concen- 
trated, with  fewer  shareholders  and 
higher  earnings.  If  all  went  well,  the 
wolves  would  sell  their  shares  and  go 
away.  But  before  Krebs  could  pull  it 
off,  the  stock  market  crashed,  and 
Krebs  abandoned  the  scheme. 

So  the  predators  didn't  go  away. 
Henley  and  Olympia  &  York  were 
enlarging  their  stakes  in  the  compa- 
ny. By  November  both  were  talking 
about  offering  as  much  as  $63  a  share 
for  the  company — as  against  a  market 
price  of  $50 — and  Henley  was  threat- 
ening a  proxy  fight. 

Krebs  fought  back — desperately.  He 
borrowed  close  to  $4  billion  and  used 
the  proceeds  to  pay  shareholders  a 
$4.7  billion  special  dividend:  $25  a 
share  in  cash,  $5  in  16%  debentures. 
Gone  were  some  of  the  assets  that 
made  the  wolves  drool.  Gone,  too, 
was  the  liquidity  that  might  have  fi- 
nanced a  hostile  takeover.  From  being 
conservatively  capitalized,  Santa  Fe 
Southern  Pacific  had  now  become  a 
highly  leveraged  company,  with  debt 
exceeding  equity  by  a  multiple  of  13- 
to-1.  "One  thing  is  sure," 
Krebs  now  says.  "You 
can't  buy  our  company 
and  pay  for  it  with  its  own 
debt  capacity." 

Now  to  pay  the  piper. 
Thanks  to  the  company's 
enormous  cash  flow — 
running  around  $1  billion 
last  year— that  huge  debt 
is  manageable.  But  Krebs 
will  still  have  to  work 
hard  to  juggle  his  require- 
ments for  cash  against  his 
available  resources.  This 
means  running  the  busi- 
ness in  a  way  that  will 
maximize  immediate 

cash  income  rather  than 
future  growth.  "We  had 
run  the  company  very 
conservatively  for  years." 
For  the  next  six  years, 
Santa  Fe  will  pay  the  in- 
terest on  its  new  16%  de- 
bentures with  still  more 
debentures.  This  con- 
serves cash  but  also  cre- 
ates new  debt  that  must 
be  paid  off  one  day.  By 
1994  the  debentures  begin 
paying  cash,  but  that  day 
probably     won't      come. 
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THE  DESKTOP  COMPUTER  FOR  PEOPLI 

WHOSE  MMDS  ARE  AT  WORK 

EVEN  WHEN  THEIR  BODIES  AREN'T. 


Presenting  the  PowerMate™  Portable.  Desktop  power  to  go7 

If  you  happen  to  be  one  of  those  rare  individuals  whose  minds  don't  punch  out 
at  five  o'clock,  we  have  some  good  news  for  you. 

It's  called  the  PowerMate  Portable.  And  thanks  to  some  workaholic  engineers 
at  NEC,  mis  nifty  little  dynamo  is  everything  a  desktop  computer  is. 

Plus  it's  portable.  Which  means  you  can  use  it  anywhere.  At  work.  At  home. 
Or  on  the  road .  It  boggles  the  mind. 

And  speaking  of  mind  boggling,  check  out  what's  under  the  hood:  Intel  802861 
technology,  full-size  internal  AT-compatible  expansion  slots,  an  op- 
tional internal  modem,  20  or  40  MB  hard 
disk  and  EGA  resolution  on  a  backlit  LCD    j^^fr^^f. 


display.  Call  1-800-343-4418  and  find  out 
more  about  PowerMate  Portable  from 
NEC.  The  quick  pick-me-up  for  the 
"Thank  Goodness  it's  Monday"  crowd. 


NEC 


o!  you,  call  1-800-343-4418  In  I  anada.cal  1313.  NEC  Information  Systems,  Depi  1610, 1414 Massachusetts  Ave  .  BoxN.rough.  MA  01719. 
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Lrebs  intends  to  call  the  debentures, 
t  least  if  he  can  refinance  them  "in 
he  10%  range" — at  a  saving  of  rough- 
er $60  million  a  year. 

But  that's  two  years  away.  Next 
'ear  $1.9  billion  in  short-term  debt 
omes  due.  Krebs  expects  to  pay  that 
hrough  asset  sales:  $800  million 
rom  a  special  sale  of  California  real 
:state  and  another  $1  billion  from  the 
,ale  of  the  Southern  Pacific  railroad  to 
lio  Grande  Industries. 

The  railroad  sale,  unfortunately,  is 
lot  yet  in  the  bag.  Though  the  ICC 
las  committed  itself  to  acting  on  the 
proposal  by  Aug.  22,  competing  rail- 
oads  like  the  Kansas  City  Southern 
ire  doing  everything  they  can  to  scut- 
:le  the  sale,  as  they  did  the  original 
>F-SP  merger.  "Our  destiny  right  now 
s  in  the  hands  of  the  Interstate  Com- 
nerce  Commission,"  says  Krebs. 
Without  the  proceeds  from  the  sale, 
:he  debt  could  be  a  problem. 

For  all  this,  Santa  Fe  will  remain 
3ne  of  the  U.S.'  great  diversified  com- 
panies— the  U.S.'  seventh-largest  rail- 
road, its  second-largest  petroleum 
products  pipeline,  its  sixth-largest  do- 
mestic oil  and  gas  company  and  one  of 
its  largest  real  estate  operations. 

The  huge  dividend  kept  sharehold- 
ers happy  for  a  bit,  but  what  will 
Krebs  do  next  year?  Burdened  with 
interest  payments,   Krebs  will  have 


trouble  producing  substantial  earn- 
ings. With  $1.14  a  share  in  prospect 
for  1989,  railroad  expert  Isabel  Ben- 
ham  points  out,  it  is  hard  to  see  Santa 
Fe  commanding  much  more  than  10 
or  11  in  the  market.  Such  a  price — 
compared  with  a  recent  16— won't 
please  large  shareholders. 

To  keep  big  stockholders  Henley 
and  Olympia  &  York  from  joining 

"One  thing  is  sure," 
Krebs  says.  "You  can't 
buy  our  company  and 
pay  for  it  with  its  own 
debt  capacity." 

forces,  Krebs  made  a  separate  peace  of 
sorts  with  Olympia  &  York,  nominat- 
ing two  of  their  top  executives,  Paul 
Reichmann  and  Marshall  Cohen,  to 
the  Santa  Fe  board. 

Olympia  &  York  promptly  used  the 
cash  from  Krebs'  big  dividend  to 
tender  for  $245  million  in  Santa  Fe 
shares,  enough  to  lift  its  stake  to 
19.5%,  just  below  the  20%  poison-pill 
point  that  would  enable  the  rest  of 
Santa  Fe's  stockholders  to  buy  stock 
at  half  price.  So  the  Canadians  will  be 
looking  over  Krebs'  shoulder. 

Krebs  is  optimistic.  He  hopes  the 
earnings  projections  he  made  to  sup- 
port the  special  dividend  are  far  too 


low.  "What  those  projections  do  not 
have  in  them,"  he  says,  "are  the  up- 
side from  a  breakthrough  on  labor  and 
the  price  of  oil's  picking  up  more  rap- 
idly than  we  assumed.  The  railroad 
has  incredible  leverage  if  we  can  im- 
prove the  situation;  A  five-point  re- 
duction in  the  operating  ratio  is  $100 
million  more  in  operating  income." 

Better  still,  if  oil  prices  should  re- 
turn to  their  1983  levels  ($28  a  barrel), 
Santa  Fe  has  cut  costs  in  its  oil  and  gas 
company  so  sharply  that  it  would  earn 
twice  as  much  as  the  $131  million  in 
operating  earnings  it  reported  in  1983. 

But  betting  on  a  more  cooperative 
stance  by  labor — especially  after  last 
month's  circuit  court  decision  ex- 
tending existing  labor  agreements  to 
short  line  sales — is  about  as  risky  as 
betting  on  oil's  going  back  to  $30  a 
barrel.  But  without  either,  Krebs  faces 
a  tough  slog. 

Meanwhile,  Henley  still  owns 
15.7%  of  the  company,  Olympia  & 
York  19.5%.  Henley  expects  to  have  a 
$2.5  billion  credit  line  to  support  its 
ambitions.  As  it  happens,  Santa  Fe 
Southern  Pacific's  total  market  capi- 
talization is  now  only  $2.5  billion. 
"We  still  have  a  lot  of  company  to  run 
here,"  Krebs  says,  "and  a  lot  of  things 
to  do."  If,  under  these  circumstances, 
Krebs  can  "enhance  shareholders'  val- 
ue" he  will  deserve  lots  of  credit.  ■ 


Even  then,  they  knew  what 
belonged  in  their  portfolios. 


Gold:  throughout  history, 
men  fought  for  it,  dug  for  it, 
worshipped  it. 

Now  your  government  has  created 
American  Eagle  Bullion  Coins,  the  only 
gold  bullion  coins  to  have  their  weight  and 
content  backed  by  the  U.S.  Government. 

They  come  in  one  ounce,  lh,  lk,  and  lAo 
oi.  sizes;  and  there's  a  one  ounce  American 
Eagle  Silver  Coin.  Prices  will  fluctuate  with 
the  metals  market.  Join  the  new  American 
gold  rush,  at  participating  banks,  brokers, 
coin  and  precious  metals  dealers,  or  call 
1-800-USA-GOLD 
(Ext.  28)  for  a  free 
American  Eagle 
Buyer's  Guide. 

American  Eagle 

Gold  &  Silver  Bullion  Coins 
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On  the  Margin 


Ronald  Carroll  used  to  do  a  lot  of  boasting 
about  his  software  producer,  Continuum 
Co.  Why  isnt  he  talking  now? 

They  wont  wait 
forever 


By  Gretchen  Morgenson 

Iisten  to  this  proclamation  from 
_an  annual  report:  "Continuum 
I  is  the  world's  leading  supplier  of 
software  and  services  to  the  life  insur- 
ance industry."  Impressive,  no?  But 
why,  with  a  product  like  this,  does 
Ronald  Carroll,  Continuum's  chief 
executive,  decline  to  discuss  his  com- 
pany's prospects?  Why  won't  Francis 
Webster,  Continuum's  chief  financial 
officer,  return  our  phone  calls? 

The  answer  appears  to  lie  in  three 
initials:  CCA,  for  Client  Contract  Ad- 
ministration. CCA  is  Continuum's 
long-awaited,  mind-bendingly  com- 
plex software  system  designed  to  help 
insurance  companies  organize  their 
back  offices  and  help  sell  additional 
products — such     as     annuities     and 


health  insurance — to  their  life  policy- 
holders. Without  such  programs,  in- 
surers have  lost  potential  customers 
to  rival  financial  services  concerns  in 
recent  years,  and  have  watched  poten- 
tial profits  disappear  into  underauto- 
mated  back  offices. 

Carroll  initiated  the  CCA  program 
in  1979.  The  concept  quickly  became 
a  big  hit.  In  1985,  when  Continuum 
crowed  that  it  had  "passed  the  half- 
way point"  in  CCA's  development, 
the  stock  hit  its  alltime  high  of  34,  or 
roughly  25  times  earnings  (recently  it 
was  15).  And  even  though  the  system 
was  still  in  development,  insurance 
companies  themselves  began  pouring 
money  into  CCA  licenses.  Over  the 
past  four  years  108  companies  have 
paid  some  $50  million  for  the  right  to 
use  CCA  when  complete. 


But  CCA  is  proving  to  be  muc! 
trickier  to  build  than  it  was  to  con 
ceive.  The  third  part  of  CCA's  fom 
part  software  package  was  supposei 
to  be  ready  for  shipment  this  July.  Bu 
that  delivery  schedule  has  beei 
pushed  back  to  late  fall  or  early  1989 
One  software  industry  veteran  aver 
that  part  four  will  not  be  ready  for  us* 
until  1992. 

No  surprise,  then,  that  many  o 
Continuum's  licensees  have  begun  t< 
lose  patience  with  the  company.  Ii 
recent  months  about  one-third  o 
Continuum's  108  CCA  customer: 
have  stopped  funding  the  system 
casting  doubt  on  its  continued  viabili 
ty.  With  help  from  some  aggressiv( 
short-sellers,  Continuum's  stock  ha: 
slumped  to  15. 

Carroll  has  been  in  tight  corner! 
before.  In  1985,  for  example,  Continu 
um  needed  money.  Carroll  set  out  tc 
raise  public  equity  through  a  1.73 
million-share  offering  but  was  soor 
forced  to  yank  the  offering  because  o 
poor  earnings.  Instead,  Carroll  hit  up 
Continuum's  existing  clients  for  re 
search  and  development  funds.  Since 
1985  insurance  companies  both  large 
and  small — among  them  John  Han 
cock,  The  New  England  and  Farm 
Family    Life — have    paid    anywhere 
from  $300,000  to  $2  million  for 
CCA  license. 

Even  so,  the  company  remains  un- 
dercapitalized. According  to  the  most 
recent  quarterly  statement,  Continu 
um  has  $39  million  in  assets  and  $23 
million  in  liabilities.  Ratio  of  current 
assets  to  current  liabilities:  a  meage 
1.6.  Among  the  harder  assets  is  Con 
tinuum's  half-interest  in  its  Austin 
Tex.  headquarters  building.  Carroll 
bought  the  interest  during  fiscal  1986 
(ending  Mar.  31,  1986)  as  Austin's  real  * 
estate  market  turned  softer  than  a  loaf 
of  Wonder  Bread. 


•■  idquarters  in  Austin  Tex 
ralfc  of  success,  management  has  developed  a  bunker  mentality. 
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inerence 


ire. 


\  November  17, 1986,  the  car  in  which 
ra  Meyer  was  riding  was  in  an  acci- 
nt.  Unfortunately,  she  wasn't  wearing 
r  seat  belt.  So  like  150,000  other 
:tims  each  year,  her  head  hit  and 
attered  the  windshield. 


But  unlike  many  of  the  others,  Tara  Their  idea  helped  make  more  than 

suffered  no  facial  cuts  or  lacerations.  just  a  safer  windshield ...  it  made  a 

The  difference?  difference. 

A  new  idea  developed  by  a  group  of  And  that's  something  we  try  to  do  in 

DuPont  engineers.  They  believed  that  a  everything  we  do. 
thin  layer  of  plastic  along  the  inside  of  At  DuPont,  we  make  the  things  that 

the  windshield  would  keep  the  razor-  make  a  difference, 
sharp,  shattered  glass  on  the  outside— 
away  from  the  occupants. 


Better  things  for  better  living. 


"to  us  p»t»tmo" 


After  losing  around  $2  million  in 
fiscal  1986,  Continuum  reported 
earnings  of  around  $3  million  (75 
cents  a  share)  in  1987.  For  the  last 
three  quarters  of  calendar  1987,  Con- 
tinuum reported  earnings  of  $3.4  mil- 
lion [79  cents  a  share),  up  over  50% 
from  the  prior-year  period.  Those  re- 
ported earnings,  however,  demand 
some  explanation. 

Like  many  struggling  young  compa- 
nies, Continuum  uses  the  accounting 
rules  to  maximize  income  and  mini- 
mize expenses  where  it  can.  Consider 
Continuum's  use  of  Financial  Ac- 
counting Standards  Board  Opinion  86. 
This  allows  software  companies  to 
capitalize  all  expenses  incurred  in  the 
development  of  a  system.  In  fiscal 
1987  Continuum  capitalized  $1.6 
million  in  development  expenses.  In 
the  first  three  quarters  of  fiscal  1988 
Continuum  capitalized  another  $2.9 
million. 

What's  wrong  with  capitalizing 
product  development  costs?  Noth- 
ing— so  long  as  the  product  has  a  com- 
mercial future.  But  if  CCA  doesn't 
make  it,  Continuum  will  have  to  take 
a  writedown  in  excess  of  $5  million. 
Reported  net  worth:  $16  million, 
nearly  half  of  it  in  the  form  of  good- 
will and  other  intangibles. 

Continuum's  other  aggressive  ac- 
counting tactic  involves  the  speed  at 
which  it  books  revenues  from  the  li- 
censes it  has  sold  to  insurance  compa- 
nies. It  books  these  revenues  on  a 
percentage-completion  basis.  That 
means  that  if  development  of  a  reve- 
nue-producing asset  has  been,  say, 
three-quarters  completed,  then  75% 
of  the  income  received  from  licensees 
can  be  booked. 

In  Continuum's  1987  annual  re- 
port, management  says  that  its  CCA 
product  is  91%  completed  and  reve- 
nues are  booked  by  that  ratio.  But  is 
CCA  91%  completed?  An  indepen- 
dent actuarial  consultant  who  studied 
the  software's  progress  among  clients 
doesn't  think  so.  This  consultant 
found  the  company's  software  system 
to  be  between  60%  and  70%  finished 

If  the  actuarial  consultant  is  right, 
then  Continuum  has  mistakenly 
tront-ended  some  $15  million  in  reve- 
nues over  the  past  three  years.  That's 
not  a  pretty  number,  considering  the 
firm's  net  worth. 

cording  to  one  software  industry 
til    i     Securities    &    Exchange 
'.on    staffers    are    currently 
nto  C<  piitinuum's  accounting 
and  completion  claims.  (The 
i  ever   discusses   act' 
i   v   .u Id   not  com 
im.) 
'1  ol  i  -  employees 


have  jumped  ship  recently,  perhaps 
expressing  their  view  of  the  compa- 
ny's prospects.  Last  fall  the  company 
lost  its  treasurer  and  chief  financial 
officer,  Richard  Wiggins;  its  head  of 
quality  control  bailed  out  a  few  weeks 
later.  An  executive  at  a  competing 
software  firm  reports  that  "dozens"  of 
resumes  from  Continuum  employees 
are  floating  around.  Worse  yet,  Elec- 
tronic  Data   Systems — now  part   of 


mighty  General  Motors — has  gotter. 
into  the  game.  Its  version  of  CCA, 
called  the  Insurance  Machine,  is  up 
and  running  at  nine  large  insurers 
Advises  one  software  industry  veter- 
an: "Nobody  in  this  business  shrugs 
off  competition  from  EDS." 

That's  the  way  it  is  with  small  tech- 
nology companies.  You  pay  youi 
money  and  take  your  chances.  In  this 
case,  a  mighty  big  chance.  ■ 
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Movers 


By  John  Merwin 


Five  years  ago  carpet  merchant  Jim  Faroo- 
quee  started  his  high-tech  business  with 
$12,000  and  jeers  from  investment  bank- 
ers. Today  his  CMS  Enhancements  sales 
are  $133  million. 

"You  guys        \ 
are  crazy!"       i 


You  guys  are  crazy!'  Nobody  believed 
we  would  continue  to  be  a  successful 
business." 

Farooquee  chuckles  at  it  now,  but 
at  the  time  it  was  no  laughing  matter. 
With  only  about  $1  million  in  re- 
tained earnings,  CMS  badly  needed 
cash  to  finance  its  fast  growth.  So 
Farooquee  (pronounced  Fah-roo-key) 
deftly  went  public  through  the  back 
door.  He  hired  an  attorney  to  find  a 
shell  company,  a  burnt-out  Denver 
outfit  that  still  had  $700,000  in  the 
till.  In  exchange  for  1.2  million  CMS 
shares  (split-adjusted,  and  today  val- 
ued at  $4.5  million)  Farooquee 
merged  the  two  companies,  making 
CMS  the  survivor.  Not  only  did  he 
save  the  estimated  $700,000  in  under- 
writing-related  fees  he  might  have 
paid  to  go  public  via  the  traditional 
investment  banking  route,  he  picked 
up  $700,000  in  working  capital. 

As  a  result  of  such  nimble-footed- 
ness  in  the  rapidly  changing  high-tech 
world,  CMS  has  continued  its  breath- 
less expansion.  The  company's  sales, 
in  the  four  quarters  ended  Dec.  31, 
reached  $133  million,  more  than  dou- 
ble that  of  the  comparable  period  the 
year  before.  Its  net  income,  burdened 


T|  wo  years  ago  investment 
bankers  begged  Jim  Farooquee 
to  let  them  take  his  company, 
CMS  Enhancements,  Inc.  of  Tustin, 
Calif.,  public.  And  no  wonder:  CMS 
was  a  hot  company  in  the  hot  busi- 
ness of  making  custom  computer  disk 
drives,  used  to  enhance  personal  com- 
puters' power.  In  the  three  years  since 
Farooquee  started  it,  CMS  had  grown 
to  $41  million  in  sales 

Then  the  financiers  asked  to  see 
Farooquee s  resume.  That  cooled 
their  interest.  Had  Farooquee  spent 
time  at  IBM  or  AT&T  or  some  other 
company  that  would  help  them  ped- 
dle the  new  issue?  Not  exactly.  After 
immigrating  to  the  U.S.  in  1976  from 
Karachi,  Pakistan,  where  he  trained  as 
a  civil  engineer,  the  now  35-year-old 
Farooquee  had  prepared  for  his  leap 
into  computer  peripherals  by  selling 
insurance  and  running  a  carpet  store 
in  southern  California.  His  partners  at 
CMS  came  from  similarly  undistin- 
guished backgrounds. 

"The  investment  bankers,"  recalls 
i  arooquee,  "looked  and  said,  'What 
the  hell  is  this?  These  aren't  resumes. 
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CMS  Enhancements  President  Jim  Farooquee 

Patience,  tenacity  and  showing  the  customer  how  to  make  money 


Scon  Brincy;.ir 


by  costs  of  setting  up  several  new 
lines  of  business,  rose  to  $1.7  million 
(22  cents  per  share)  in  calendar  1987, 
from  $1.3  million  the  year  before. 

The  son  of  a  Karachi  accountant, 
Farooquee  arrived  in  California  a  doz- 
en years  ago  and  tried  several  ways  to 
get  ahead.  His  most  valuable  training, 
he  says,  came  from  the  two  years 
(1977  to  1979)  he  spent  selling  small 
business  insurance  plans  for  Equita- 
ble Life  Assurance  Society.  "It  taught 
me  patience  and  tenacity,"  says  Fa- 
rooquee, "and  that  you  have  to  show  a 
customer  how  he  can  make  money  by 
dealing  with  you." 

In  the  early  1980s,  while  Farooquee 
was  running  his  own  southern  Cali- 
fornia retail  carpet  business,  IBM 
came  out  with  its  first  personal  com- 
puter. Farooquee  bought  an  IBM  PC 
and  saw  how  the  basic  PC's  capabili- 
ties could  be  enhanced  by  adding  vari- 
ous software  programs  and  additional 
memory — accessed  through  disk 
drives — for  business  use.  He  and  sev- 
eral partners  started  a  sideline  busi- 
ness assembling  and  selling  enhanced 
personal  computer  packages,  first  to 
small  businesses  directly,  then  to 
computer  retailers.  Their  venture  re- 


quired little  capital,  because  they  col- 
lected from  buyers  on  delivery  but 
had  30  to  60  days  to  pay  their  own 
bills,  a  cash-saving  method  still  in 
force  at  CMS. 

In  July  1983  Farooquee  and  his  part- 
ners converted  the  year-old  consult- 
ing business  into  Complete  Manage- 
ment Systems — a  precursor  of  CMS 
Enhancements.  Starting  assets: 
$12,000.  The  business  grew  to  $10 
million  in  sales  the  second  year,  then 
to  $41  million  the  third  year. 

The  business  works  like  this.  Per- 
sonal computer  manufacturers,  such 
as  IBM,  Apple  or  Tandy,  produce  mod- 
els with  a  limited  variety  of  memory 
options.  Think  of  them  as  Ford  or 
GM,  manufacturers  that  offer  just  a 
few  basic  radio  options,  for  example. 
If  a  car  buyer  wants  a  fancy  stereo 
system,  a  car  stereo  dealer  fills  the 
order.  Likewise,  if  an  Apple  customer 
buys  a  Macintosh  II  and  wants  memo- 
ry capacity  different  from  what  Apple 
offers,  he  can  choose  over  50  memory 
products  produced  by  CMS  or  from 
the  products  of  big  CMS  competitors 
like  General  Computer  and  Scientific 
Micro  Systems. 

CMS  buys  the  disk  drives  it  sells 


from  vendors  like  Seagate  Technol- 
ogy, the  largest  independent  disk 
drive  maker  in  the  country.  CMS 
takes  Seagate's  basic  disk  drives  and 
customizes  them  to  fill  many  small 
niches,  sometimes  merely  by  adding 
an  adapter  plate  and  a  few  screws  and 
programming  the  drive  to  work  on  a 
particular  PC  model.  Eventually  the 
memory-enhancing  drive  shows  up 
on  the  shelves  of  ComputerLand, 
Businessland  and  other  computer 
products  retailers,  where  it  is  sold 
bearing  a  CMS  label. 

Remember  what  Farooquee  said 
about  showing  potential  customers 
how  to  make  money  on  one's  prod- 
uct? A  basic  Macintosh  II,  retailing  at 
around  $3,900,  hasn't  enough  memo- 
ry capacity  for  many  business  needs. 
So  the  buyer  might  well  want  to  add 
an  80-megabyte  disk  drive,  which  in 
this  case  Apple  does  happen  to  make. 
But  the  Apple  disk  drive  lists  at 
$2,700.  An  80-megabyte  CMS  drive 
costs  $1,000  less— thanks  to  CMS' 
low  overhead  and  its  ability  to  live  on 
net  margins  of  between  1%  and  2%. 
(Apple's  net  margins,  by  contrast,  av- 
erage 8%.)  Everybody  is  happy — the 
consumer,  because  he  has  saved  mon- 
ey; the  retailer,  because  he  has  priced 
the  whole  computer  package  attrac- 
tively; and  Apple  and  Seagate,  be- 
cause CMS  has  stimulated  sales  of 
Seagate's  disk  drives  and  Apple's  per- 
sonal computers. 

Is  CMS  a  sound  investment?  It  is 
definitely  not  for  the  faint-of-heart. 
As  Farooquee  himself  demonstrated, 
the  barriers  to  enter  this  business  are 
low;  an  upstart  competitor  could 
knock  CMS  off  its  perch.  Moreover, 
there  are  only  7.4  million  CMS  shares 
outstanding,  and  Farooquee  and  his 
partners  control  over  80%  of  them. 
After  reaching  a  high  of  1 1  7/r  last  year, 
CMS'  stock  has  sunk  to  4,  postcrash, 
partly  because  of  its  thin  float  and 
lack  of  investment  bank  sponsorship. 
At  these  prices,  Farooquee  is  reluc- 
tant to  raise  equity  and  is  relying  in- 
stead on  $6  million  of  floating-rate 
bank  debt.  That's  quite  a  bit,  consid- 
ering that  CMS'  shareholder  equity  is 
only  $6.7  million. 

But  while  avoiding  the  stock,  keep 
an  eye  on  nimble  Jim  Farooquee. 
Within  hours  of  IBM's  introduction  of 
its  long-awaited  PS/2  line  of  comput- 
ers in  April  1987,  CMS  came  up  with 
custom  disk  drives  to  go  with  them. 
How  so  fast?  "We  locked  our  engi- 
neers in  a  room  with  a  PS/2  compu- 
ter," replies  Farooquee,  "and  told 
them  not  to  come  out  until  they  had  a 
new  product."  From  such  determina- 
tion, investment-grade  companies  do 
grow.  ■ 
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Audi  Today-  Prated 


Introducing  The  Audi 
Assurance  Program. 

At  .Audi  we  feel  that  our  responsibility 
to  our  owners  goes  beyond  the  usual 
warrantiesol  most  carmakers  We 
believe  thai  we  musi  also  offer  owners 
our  assurance  that  o\\  ning an  Audi 
will  be  as  rewarding  as  driving  one 

I  his  commitment  to  our 
owners  is  best  exemplified  by  the 
new  Audi  Assurance  Program. We  Feel 
ii  is  one  ol  the  most  comprehensive 
benefit  packages  ever  assembled. 

\nJ  what  make-  ii  tniqueis 
theonly  manufaci  irer 
i  program  on  its  en 

3  Year/50,000 

]^  Protection. 

V.<;i  .Assurance 
10,000  mile 


We  believe  ours  is  one  of  the 
best.  And  certainly  one  of  the  easiest 
to  understand  And  unlike  many  oi 
the  more  highly  touted  plans,  ours 
covers  more  than  just  the  powertrain. 
Simpl)  st.acd.  itccn  ers  virtually  ever)  - 
thing  tor  3  years  or  50.000  miles 
1 1  xcluding  tires  which,  of  course,  are 
covered  by  the  manufacturer.) 

Protection  Against 
Corrosion. 

Our6  year,  unlimited  mileage  protec  - 
□on  against  o         on  perforationis 
oneol  the  best  limited  warranties 
available '  \\  e  are  able  to  otter  it  be- 
c  ause  we  believe  our  approach  to  rust 
prevention  is  unique  among  luxury 
car  manufacturers. 

Where  appropriate,  w  e  choose 
materials  that  are  immune  to  rust. 
example,  the  window  trim  and 
inner  doors  are  aluminum  alloy.  The 
wip  i  arms  and  exhaust  systems  are 


stainless  and  aluminized  steel.  Arl 
added  protection  the  underhousi I 
and  wheel  wells  are  lined  with  a  Pfl 
coating  to  prevent  corrosion. 

To  protect  the  body  shell  In 
rust  we  incorporate  a  multitude  o  J 
processes.  First,  we  coat  it  on  both! 
sides  with  zinc,  creating  the  only  rl 
duction  sedan  in  the  world  with  a  • 
100%  fully  galvanized  body. 

The  zinc  coating  not  only  ' 
forms  the  first  line  of  defense  agan  t 
rust, it  actually  helps  "heal  "nicks  al 
scratches  before  rust  can  form. 

To  also  help  in  the  preventa 
of  rust  the  entire  body  shell  then  gi 
through  a  thorough  27-step  paint 
process  that  includes,  as  a  final  stej 
a  hot  wax  dip  that  seals  those  area 
where  water  may  accumulate 

24  Hour 
Roadside  Assistance. 

We  design  our  cars  with  the  intent 


„^_  -_  -^_.  0 1988  Audi 

g  ibur  Investment 


t  nothing  will  go  wrong.  But  should 
I  need  ever  arise,  our  Roadside 
iistance  Program  will  provide  reim- 
"sement  up  to  specified  limits  for 
ny  travel  related  expenses  that 
y  occur.** 

Also  included  in  the  program 
:  key  registration,  custom  trip 
itingand  a  toll-free  assistance 
mber  that  can  be  called  anytime, 
m  anywhere. 

Audi  Value  Assurance. 

all  the  means  we  have  of  protecting 
ur  investment,  one  of  the  best  is 
•  Audi  Value  Assurance  Program*** 

It  assures  that  when  you're 
.dy  to  trade  in  your  1988  Audi  for 
ew  Audi,  its  percentage  of  retained 
ue  will  be  at  least  equal  to  that  of 
:  average  of  specified  models  of 
.Tcedes-Benz,  BMW,  and  Volvo, 


or  we  will  pay  you  the  difference. 
(Certain  restrictions  apply.  See  dealer 
for  details.) 

This  should,  we  feel,  remove 
many  of  the  "resale  risks"  normally 
associated  with  a  new  car  purchase. 
And  make  Audi  that  much  more 
attractive. 

Protected  From 
Delivery  To  Trade-in. 

With  Audi's  Value  Assurance  Program 
we  feel  that  we  have  the  type  of  protec- 
tion that  today's  car  buyers  demand. 
The  Audi  Value  Assurance  Program 
protects  your  investment  at  trade-in. 
Audi's  warranty  protects  virtually 
everything  for  3  years  or  50,000  miles. 
Audi's  warranty  against  corrosion 
perforation  helps  protect  against  the 
ravages  of  weather.  And  should  the 
need  arise,  24  Hour  Roadside  Assist- 
ance is  just  a  telephone  call  away. 


With  the  new  Audi  Assurance 
Program  your  investment  is  protected 
from  the  time  you  take  delivery  to  the 
time  you  trade  it  in.  And  all  this  pro- 
tection is  offered  at  no  additional  cost 
to  you. 

Further  Reassurance: 
The  Test  Drive. 

As  assuring  as  it  is  to  read  about  how 
Audis  are  protected,  there  is  nothing 
more  reassuring  than 
driving  one.  So  if  you 
happen  to  be  one  of 
those  people  who  demands  full  pro- 
tection for  his  investments,  we  urge 
you  to  see  your  Audi  dealer  and  invest 
some  time  in  a  test  drive. 

It  may  be  the  best  investment 
you'll  ever  make. 

*See  dealer  for  details. 
**The  Roadside  Assistance  Program  is  through  membership 

in  the  United  States  Auto  Club,  Motoring  Division.  Inc. 
*** Excludes  leases. 


As  I  See  It 


Manufacturing  expert  Thomas  Murrin 
worries  about  the  U.S.  view  that  the  Japa- 
nese aren't  creative.  In  fact,  he  says,  Japan 
is  doing  what  America  once  did. 

First  you  borrow, 
then  you  innovate 


By  Janet  Novack 


A  lot  of  American  executives 
pay  lip  service  to  learning  from 
\  the  Japanese.  Thomas  J.  Mur- 
rin, former  president  of  Westinghouse 
Electric  Corp.'s  Energy  & 
Advanced  Technology  group, 
docs  more.  Over  the  past  25 
years  Murrin  has  made  doz- 
ens of  pilgrimages  to  Japan — 
with  notable  results.  In  the 
early  and  mid-1980s  he  over- 
saw creation  of  a  Westing- 
house  defense  electronics 
plant  in  College  Station,  Tex. 
that  integrates  computer- 
aided  design  and  manufac- 
turing and  remains  a  model 
for  efficiency  in  the  industry. 
Last  year,  when  Murrin 
was  passed  over  for  the  top 
job  at  Westinghouse  (many 
analysts  had  thought  he'd  be 
the  next  chid  executive),  he 
turned  down  other  corporate 
job  offers  to  work  on  what  he 
calls  his  avocation — manu- 
facturing technology.  Mur- 
rin, now  59,  has  accepted  a 
professorship  at  Pittsburgh's 
Carnegie-Mellon  University, 
where  he's  launching  a  pro- 
gram in  manufacturing  com- 
•'ess  He  is  also  ex- 
named  chairman 
•  Lg  mi's  new  De- 
Manufacturing  Board, 
it  on  manu- 
. ,  technology 

urly    impa- 
itnge 

S  ks  Ameri- 


cans are  dangerously  underestimating 
the  Japanese  capacity  for  creativity 
and  innovation.  Murrin's  admiration 
for  the  Japanese  is  unabashed — he 
makes  no  apologies  for  the  fact  that 
his  family  of  ten  drives  six  Toyotas. 


Forbes:  The  conventional  view  is  that  tht 
Japanese  excel  at  manufacturing  but* 
aren  't  innovators. 

Murrin:  The  conventional  view  is 
wrong.  One  manifestation  of  the  Japa- 
nese ability  to  innovate  is  that  they 
discarded  the  norms  of  manufacturing 
and  developed  practices  that  were 
vastly  superior.  We're  all  familiar 
with  the  Japanese  invention  of  just- 
in-time  manufacturing.  American  in- 
dustry in  a  hundred  years  wouldn't 
have  come  up  with  that.  We  all  had  a 
formula  drilled  into  us  in  business 
courses  for  calculating  how  to  order 
parts  to  keep  unit  costs  low  in  manu- 
facturing. But  it  was  unintentionally 
biased  toward  large  inventories. 

Weren  't  schools  here  also  teaching  that  a 
certain  level  of  defects  in  manufacturing 
was  unavoidable? 

For  years  our  manufacturing  experts 
taught  what  are  still  known  as 
AQLs — Acceptable  Quality  Levels. 
We  had  impressive  handbooks  full  of 
statistics  that  told  you,  on  an  appar- 
ently scientific  basis,  that  a  signifi- 
cant number  of  parts  were  going  to  be 
rejects.  The  Japanese  ignored  that.  Of 
course,  now  we  don't  think  it's  so 
remarkable  because  we've 
been  catching  up.  But  10  or 
15  years  ago  some  of  our 
manufacturing  experts  said  it 
was  impossible  to  run  a  fac- 
tory with  the  reject  rates  the 
Japanese  claimed. 


Thomas  Murrin  tit  borne 

"The  conventional  view  is  wrong. 


Can  the  Defense  Department's 
new    Defense    Manufacturing] 
Hoard  actually   help  America  \ 
compete? 

I  think  so.  In  recent  years  the  I 
experts  have   learned  a   lot 
about    why   we've    declined  I 
competitively,      and      have  1 
identified   some   needed   re-  I 
forms.  But  we  are  not  mov-  I 
ing  aggressively  enough.  I'm  ] 
hoping  that  the  board  will  in- 
crease use  of  the  Defense  De-  I 
partment's    existing    Manu- 
facturing   Technology     and  I 
Technology     Modernization 
|ManTech     and     TechMod] 
policies  that  could  make  a  I 
difference. 

The  ManTech  program,  for  I 
example,  lets  the  armed  ser-  ] 
vices   make    incentive   pay- 
ments to  contractors  who  re-  I 
duce  costs  and  improve  qual-  1 
ity.  The  Air  Force  supports 
ManTech.  But  the  Army  has    | 
not    had    a    very    aggressive 
ManTech    program    at    all. 
Westinghouse's  College  Sta-    | 
tion     electronics     assembly 
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plant  is  a  model  for  ManTech.  The  Air 
Force  gave  Westirighouse  about  $7 
million  in  seed  money  for  the  plant 
(Forbes,  Aug.  26, 1985)  and  has  already 
saved  $100  million  on  the  F-16  and 
BTB  radar  systems.  If  the  defense  and 
,  aerospace  industries  can  produce 
,  higher-quality  products  at  lower 
costs,  that  new  knowhow  can  be 
transferred  to  nondefense  plants. 

Even  though  we  may  be  slow  in  upgrad- 
ing our  manufacturing,  don't  we  still 

:  have  a  considerable  edge  in  research? 

,  Let  me  spoil  somebody's  day.  Ameri- 
cans grow  up  blissfully  convinced 
that  we  have  a  monopoly  on  innova- 
tion. But  in  the  early  days  of  U.S. 
industry  much  of  the  technology  that 

t  was  successfully  exploited  came  from 
Europe.  The  original  creative  work 
was  done  in  Europe. 

As  the  U.S.  grew  and  prospered,  it 
developed  sophisticated  universities 
and  first-class  research  centers.  We 
led  the  world  for  a  long  time  and  in 
some  respects  still  lead  the  world  in 
R&D.  Now  you  see  the  same  thing 
happening  in  Japan.  The  Japanese  are 
ending  a  period  in  which  most  of  the 
technology  they  exploited  came  from 
the  U.S.  and,  to  a  lesser  extent,  from 
Europe.  But  Japan,  just  like  the  U.S. 
before  it,  is  increasing  its  R&D  invest- 
ments and  tremendously  improving 
its  ability  to  do  laboratory  R&D. 

Aren't  our  universities  better? 
Yes,  but  the  Japanese  work  around 
that  by  sending  some  of  their  best 
young  people  to  outstanding  universi- 
ties in  the  U.S.  and  other  countries. 
Japan,  with  half  the  population  of  the 
U.S.,  is  graduating  about  the  same 
number  of  engineers  as  we  are.  If  you 
look  at  the  Ph.D.  level,  which  is  par- 
ticularly important  for  advanced 
R&D,  the  Japanese  are  earning,  per 
capita,  many  more  engineering  Ph.D.s 
than  are  the  Americans.  They're  go- 
ing to  be  doing  the  very  advanced 
technology  development  work  that 
we  earlier  thought  only  we  could  do. 

Americans  always  complain  that  they  get 
the  short  end  in  joint  ventures  with  the 
Japanese.  Why  is  tlxit? 
Like  it  or  not,  the  Japanese  work  hard- 
er at  making  these  ventures  succeed 
in  their  self-interest.  The  typical  Japa- 
nese has  a  psychic  commitment  to 
excel,  to  be  superior,  that  ofttimes  is 
greater  than  that  of  the  Americans. 
Americans  intellectually  go  into  the 
venture  with  the  idea  of  an  equal  part- 
nership for  an  extended  period  of 
time.  But  it  rarely  works  out  that  way. 
The  Japanese  typically  want  to  be- 
come preeminent  over  time.  ■ 


Think  utility  company  executives  are  an 
uninspired  bunch  of  quasi-bureaucrats? 
Meet  the  man  who  runs  Southern  Califor- 
nia Edison  and  gets . . . 

Electric  results 


By  Ellen  Paris 
and  Marc  Beauchamp 


Howard  Allen,  62,  the  former 
Stanford  law  professor  who 
joined  Southern  California 
Edison  Co.  in  1954,  may  not  have  the 
maverick,  inspired  brilliance  of  a 
Steve  Jobs.  Yet  in  his  eight  years  as 
president  and  chairman  of  the  $5.5 
billion  (1987  revenues)  utility,  serving 
10  million  people  spread  over  50,000 
square  miles  of  central  and  southern 
California,  he  has  maneuvered  his 
company  through  a  passel  of  powerful 
problems. 

He  has  bought  into  controversial 
nuclear  power  plant  projects,  success- 
fully lobbied  unsympathetic  regula- 
tors, been  forced  to  add  high-cost  so- 
lar, wind  and  geothermal  power  to  his 


system  and  is  fighting  off  growing 
competition  from  independent  power 
suppliers,  with  enviable  results. 

Last  year  Rosemead-based  Edison 
earned  a  record  $789  million.  Since 
1982  earnings  and  dividends  have 
grown  more  than  6%  a  year,  and  Ed- 
ison's stock  price  (recently  31  and 
yielding  7.7%)  has  handily  outper- 
formed the  S&P  Electric  Utility  Index. 
This  earned  Allen  $750,000  in  salary 
and  bonus  last  year,  making  him  one  of 
the  highest-paid  utility  executives. 

Sure,  some  of  Edison's  success 
comes  with  the  territory.  The  broad- 
based  California  economy  (number 
six  in  the  world  in  GNP)  added  an 
estimated  428,000  new  jobs  last  year. 
And  the  state's  population  continues 
to  grow  at  twice  the  national  rate, 
with  more  than  half  of  that  growth 


Chad  stontrv 


Southern  California  Edison 's  chairman  and  president,  Howard  Allen 

"To  survive  in  this  business  you've  got  to  have  entrepreneurial  instincts." 
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FROM 
NOW  OH 

THERE'S 
ONIYONE 

RISC 
WORTH 
TAKING 


INTRODUCING  THE  MOTOROLA 

88000  MICROPROCESSOR  FAMILY: 

THE  GREATEST  RISC  OF  ALL. 

The  future  of  RISC  computing  has 
been  reduced  to  three  small,  but  amazingly 
powerful  chips. 

Namely,  the  Motorola  88000  family. 

One  awesome  microprocessor  unit,  support- 
ed by  two  cache  memory  management  units. 
Designed  to  take  RISC  architecture  far  beyond 
anything  else  in  the  marketplace. 

The  88000  runs  at  a  blistering  14-17  MIPS, 
7  million  floating  point  operations  per  second, 
and  an  incredible  50  MIPS  in  parallel  processing 
applications  (using  just  four  88000  chip  sets  on 
our  HYPERmodule"card). 

Which  makes  everything  from  multi-user 
business  systems  to  fault  tolerant  on-line  trans- 
action processing  systems  to  artificial  intelligence 
systems  several  times  faster  and  more  powerful 
than  ever  before. 

What's  more,  it  comes  with  absolutely  every 
bit  of  hardware  and  software  needed  to  build 
your  system  of  the  future,  today.  In  fact,  many 
leading  hardware  and  software  companies, 
including  those  in  the  independent  consortium 
88open,  are  already  designing  systems  around 
the  88000.  And  many  more  will  follow 

So  make  sure  your  future  is  as  rewarding 
as  it  can  possibly  be.  Call  us  for  more  information 
at  1-800-441-2447.  Or  write  Motorola  Inc., 
PQ  Box  20912,  Phoenix,  AZ  85036. 

Because  the  greater  the  RISC,  the  greater 
the  reward. 


® 


MOTOROLA 


'Reduced  Instruction  Set  Computer 

i   1988.  Motorola  Inc. 
HYPERmodule  is  a  trademark  of  Motorola  Inc. 


coming  from  the  five-county  Los  An- 
geles metropolitan  area. 

Yet  Edison's  prosperity  was  no  sure 
thing.  Take  nuclear  power.  Edison 
generates  about  20%  of  its  needs  from 
its  nuke  at  San  Onofre,  on  the  Pacific 
coast  halfway  between  Los  Angeles 
and  San  Diego,  and  its  16%  interest  in 
the  Palo  Verde  n  uclear  station  in  Arizo- 
na. But  in  contrast  to  many  other  utili- 
ty chiefs,  Allen  has  gotten  regulators  to 
allow  Edison  to  recover,  through  high- 
er electric  rates,  nearly  all  its  nuclear 
construction  costs.  San  Francisco- 
based  Pacific  Gas  &  Electric,  for  con- 
trast, may  have  to  cut  its  dividend  if 
regulators,  as  expected,  let  it  recover 
only  about  half  of  its  $5.8  billion  in- 
vestment in  the  Diablo  Canyon  nucle- 
ar plant.  In  1984  Allen  shrewdly  hired 
Chief  Financial  Officer  John  Bryson, 
former  head  of  the  California  Public 
Utilities  Commission. 

Allen  also  convinced  California's 
regulators  to  let  him  pass  along  the 
high  costs  of  Edison's  alternative  and 
renewable  energy — solar,  wind,  geo- 
thermal  and  the  like — which  last  year 
(along  with  cogeneration)  provided 
10%  of  its  power.  Under  1978  federal 
laws  and  local  regulations,  California 
mandated  that  utilities  buy  electric- 
ity from  qualified  independent  pro- 
ducers of  alternative  energy,  using  an 
escalating  pricing  formula  based  on 
the  1983  cost  of  oil,  about  $33  a  bar- 
rel. With  oil  now  around  $18  a  barrel, 
Allen  estimates  Edison's  newfangled 
energy  (averaging  6.2  cents  a  kilo- 
watt-hour versus  4.3  cents  for  elec- 
tricity it  can  produce  itself  or  buy 
from  others  at  today's  market  price)  is 
costing  his  customers  an  additional 
$200  million  a  year. 

"I'm  not  happy  with  the  present 
penalty  to  electric  consumers,  but  I'm 
pleased  we've  had  the  opportunity  of 
building  and  operating  solar,  geother- 
mal,  small  hydro  and  cogeneration," 
he  says.  "If  we  have  another  oil  crisis 
we'll  have  extensive  experience  using 
these  technologies." 

Meanwhile,  Allen  is  taking  his  co- 
generation  expertise  to  market. 
Three  years  ago  he  founded  Mission 
Energy,  an  unregulated  subsidiary 
that  designs,  huilds  and  operates  co- 
generation  plants  around  the  coun- 
try. At  the  end  of  last  year  Mission 
Energy  was  one  of  the  leaders  in  the 
held  with  five  big  projects  in  Califor- 
nia and  one  in  Virginia,  including 
joint  ventures  with  Texaco  and  At- 
lantic Richiield. 

Another  problem  Allen  is  address- 
ing: the  loss  of  large  industrial  cus- 
which  are  cutting  back  on 
LObt  utility-pureh.ised  power.  To 
lus.     il  customers  on  his  grid, 


Allen  recently  got  regulators  to  re- 
duce industrial  rates  by  almost  5% 
while  hiking  residential  rates  by  a 
similar  amount.  He  has  also  set  up  a 
marketing  team  to  focus  on  large  in- 
dustrial customers,  which  account  for 
one-fifth  of  Edison's  revenues. 

Like  other  creative  utility  execu- 
tives Allen  sees  future  growth  coming 
from  outside  his  company's  tradition- 
al business.  Last  month  he  got  share- 
holders to  approve  a  corporate  re- 
structuring that  will  allow  him  to  fo- 
cus on  unregulated  businesses.  Allen 
has  also  set  up  a  company  that  devel- 
ops industrial  parks  and  other  land,  an 
engineering  firm  that  builds  electric 
substations,  transmission  lines  and 
other  electric  facilities  and  a  venture 
capital  firm  specializing  in  energy-re- 


lated projects. 

But  notice  he  is  sticking  to  thing! 
he  knows.  "We're  not  going  to  owrl 
golf  courses,  motels  or  drugstores,"  ht| 
says.  No  need  for  that.  Last  year  th< 
Mission  Group  subsidiaries  contrib 
uted  19  cents  to  Edison's  $3.39-per 
share  earnings,  up  from  8  cents  th( 
year  before. 

The  outlook:  Net  income  is  expect 
ed  to  rise  7.5%  by  1990  and  dividend; 
are  expected  to  grow  10%.  More,  witr 
its  major  construction  behind  it  anc 
the  Mission  Group  powering  up,  Edi 
son's  quality  of  earnings  is  expectec 
to  improve. 

No  wild  and  crazy  guy,  Howard  Al 
len.  "But,"  he  allows,  "to  survive  irl 
this  business  today  you've  got  to  havd 
a  lot  of  entrepreneurial  instincts."  ■  I 


You'd  think  Eastern  and  Continental 
planes  were  falling  from  the  sky  in  flocks! 
Not  so.  Whence,  then,  the  safety  furor? 

Fear  of  flying  as 
a  bargaining  chip  I 


By  Howard  Banks 


IT  IS  TEMPTING  FATE  tO  Say  it,  but 
the  fact  is  that  the  U.S.  airline 
system  is  safer  than  it  has  ever 
been.  And  that  goes  for  Frank  Loren- 
zo's gaggle  of  carriers,  as  well.  Every 
decade  for  the  last  40  years,  the  acci- 
dent rate  has  been  cut  in  half  for 
scheduled  passenger  planes  in  this 
country  (seecbart,p  ~s>  This  despite  a 
40%  increase  in  departures  since  de- 
regulation of  the  industry  in  1978. 

You  would  never  know  it,  of  course, 
from  Washington's  hearty  embrace  of 
the  trade  union  propaganda  being 
thrown  around  these  days.  Each  week 
brings  new  and  unfounded  claims  of 
safety  problems,  surveys  of  "worst 
airports"  and  the  like.  In  unprece- 
dented numbers  electioneering  politi- 
cians have  blessed  each  safety  com- 
plaint. What  gives?  It  is  bargaining 
time  at  Eastern  Air  Lines.  Frank  Lo- 
renzo makes  no  bones  about  it:  He  has 
little  use  for  organized  labor.  Not  sur- 
prisingly, organized  labor  has  little- 


use  for  Frank  Lorenzo  since  he  abro- 
gated the  unions'  agreements  at  Con- 
tinental by  taking  the  airline  into 
Chapter  1 1 .  Not  surprisingly  but 
somewhat  unscrupulously,  labor 
unions  are  raising  the  safety  issue  as  a 
weapon  to  beat  Lorenzo  with. 

During  labor  disputes,  write-in 
campaigns  by  trade  unions  alleging: 
safety  problems  are  common  in  the 
airline  business.  Neither  is  it  unusual 
for  politicians  to  join  in  the  fray, 
though  the  number  (now  over  180 
congressmen)  calling  for  a  review  of 
Texas  Air's  financial  fitness  to  oper- 
ate an  airline  resembles  a  chain  reac- 
tion that  has  gone  critical. 

Led  by  Charles  Bryant  of  the  Inter- 
national Association  of  Machinists 
and  backed  by  the  pilots'  union,  the 
Air  Line  Pilots  Association,  the  trade 
unions  at  Eastern  are  fighting  to  pre- 
vent the  sharp  cost-cutting  that  Lo- 
renzo  forced  through  at  Continental. 
(The  Eastern  unions  have  plenty  to 
defend;  Eastern  baggage  handlers 
make  $47,000,  including  wages  and 
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There's  not  much  difference  between  the 
way  a  skilled  mountain  guide  helps  you  reach 
your  goal  and  the  way  a  sound  bank  does. 

It's  important  for  both  to  run  lean,  avoid 
excess  baggage,  and  minimize  risk. 

Those  principles  have  served  the  Safra 
family  well  in  its  more  than  hundred-year 
banking  tradition. 

And  they're  among  the  reasons  why 
Republic  National  Bank  has  been  called 
"the  most  productive  bank  in  America." 

In  fact,  a  recent  banking  survey  by 


Salomon  Brothers  Inc.  placed  us  at  the  top  of 
five  of  14  performance  categories  among 
35  bank  holding  companies  measured. 

So  whatever  measure  you  may  choose 
to  judge  a  bank  by,  don't  be  surprised  if  you 
find  Republic  at  its  peak. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  •  CAYMAN  ISLANDS  •  LOS  ANGELES  •  MEXICO  CITY  ■  MIAMI  •  MONTREAL  •  NASSAU 

NEW  YORK  •  BUENOS  AIRES •  CARACAS  •  MONTEVIDEO  •  PUNTA  DEL  ESTE •  RIO  DE  JANEIRO  •  SANTIAGO  •  SAO  PAULO •  BEIRUT 
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Airline  safety:  getting  better,  not  worse 


In  1987,  450  million  flew,  thanks  to  low  fares.  The  accidents  are  down.  The  fatal  accident  rate  per 
number  of  flights  is  up,  too,  but  the  growth  rate  is  100,000  flights — 0.057  in  1987 — equals  four  acci- 
lower  (aii   rsft  are  bigger  and  more  crowded).  But      dents  involving  fatalities  in  6.98  million  flights. 
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Accidents  per  100,000  scheduled  flights 
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1  There  were  no  fatal  accidents  in  1980  or  1984. 


benefits.  For  experienced  top  pilots 
it's  $119,000  a  year.)  The  unions  are 
also  fighting — and  so  far  winning  in 
court — to  prevent  Texas  Air  from 
spinning  off  the  profitable  parts  of 
Eastern,  notably  the  East  Coast  shut- 
tle, and  busting  the  union  strangle- 
hold on  that  part  of  the  operation. 

Lorenzo  is  fighting  more  than  the 
unions.  A  brash  fare-cutter,  he  has 
made  many  enemies  at  other  airlines. 
Even  other  airline  bosses,  who  should 
know  better,  whisper  dark  thoughts 
about  safety  at  the  low-cost  competi- 
tor that  has  given  them  such  trouble. 
Nor  is  Lorenzo  lily-white:  His  finan- 
cial finaglings  of  various  parts  of  his 
empire  were  revealed  in  SEC  and 
court  filings  and  were  brilliantly 
spelled  out  in  gory  detail  by  the  Wall 
Street  Journal. 

But  unpopularity  and  financial  fina- 
gling don't  equate  with  unsafe  air- 
planes. The  evidence  so  far  suggests 
no  connection  between  Lorenzo's  fan- 
cy financial  footwork  and  safety  haz- 
ards in  his  airline  fleet.  History,  too, 
reveals  no  link  between  the  financial 
pressure  on  any  particular  airline  and 
its  safety  performance.  Pan  American 
is  in  terrible  financial  shape,  but  no- 
body is  alleging  it  is  unsafe. 

But  what  about  the  grounding  of 

planes  and  the  latest  $823,500  fine 

h.i      m,  following  recent  Fcd- 

Wiatiorj  Administration  inspec- 


tions' They  reveal  more  about  the 
mess  at  the  FAA  than  about  Frank 
Lorenzo.  Shockingly,  the  size  of  the 
fines  bears  no  relationship  to  the  se- 
verity of  the  problems  they  are  meant 
to  address.  Who  says  so?  The  general- 
ly reliable  and  perceptive  General  Ac- 
counting Office,  which  has  studied 
such  FAA  inspections  since  1978. 
Consider  that  Eastern  recently  has 
been  fined  at  the  rate  of  over  $500  per 
item  per  flight,  versus  $1.25  for 
Northwest,  for  relatively  similar  in- 
fractions. Compare  that  with  $21.10 
for  Pan  Am  and  nil  for  Delta. 

An  unfortunate  side  effect  of  all  this 
is  to  confuse  and  frighten  a  public 
already  uncertain  about  airline  safety. 
The  growth  in  air  travel  generated  by 
deregulation's  low  fares  has  led  to 
crowding  at  airports,  overbooking  on 
aircraft,  lost  bags,  flight  delays  and 
cancelations.  Under  these  circum- 
stances it  is  not  surprising  that  travel- 
ers are  easily  persuaded  that  safety 
has  grown  sloppy,  too.  Not  so.  Safety 
still  gets  a  higher  priority  than  any- 
thing else  in  the  business.  It's  a  safe 
airline,  after  all,  that  swallows  a  delay 
to  sort  out  a  maintenance  problem. 

What  about  the  apparent  increase 
in  near  midair  collisions?  It's  very 
much  like  many  alleged  crime  waves: 
I  he  reporting  has  simply  gotten  bet- 
ter A  new  computer  system  records 
automatically  each  time  two  aircraft 


get  closer  than  preset  distances, 
whether  or  not  the  aircraft  were  safely 
under  air  traffic  control  direction. 

Behind  the  fuss  about  Frank  Lo 
renzo  lies  another  debate,   this  one 
about  the  FAA  itself.  There  are  sever 
al    proposals    being    floated    around 
Washington,    and    the    clamor    over 
safety  is  airing  them  out  as  never  be 
fore.  Some  want  the  FAA  privatized. 
Others  want  it  split  into  one  agency 
that  would  run  air  traffic  and  another 
that  would  be  a  safety  policeman. 

The  best  and  most  widely  touted 
idea — from  the  Presidential  Commis- 
sion on  Aviation  Safety — is  to  liberate 
the  FAA  from  the  Transportation  De- 
partment. This  would  help  insulate  it 
from  political  interference.  But  elec- 
tion season  is  not  the  time  to  decide 
the  fate  of  a  federal  agency.  Unless  the 
Eastern  battle  stretches  into  next 
year — which  is  unlikely — a  new  ad- 
ministration will  choose  how  high  on 
its  agenda  air  safety  will  go. 

But  the  current  furor  certainly 
seems  a  strong  argument  for  trying  to 
insulate  any  federal  air  safety  agency 
from  politics — union  or  otherwise.  In 
this  silly  season  a  politicized  FAA  un- 
der control  of  Transportation  Secre- 
tary James  H.  Burnley  has  thrown  its 
federal  weight  behind  the  trade  union 
side  of  a  nasty  wage  fight.  And  in 
doing  so,  it  has  mightily  aggravated 
the  public's  fear  of  flying.  ■ 
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Guess  who's 
the  most  popular  copier 

in  America. 


Guess  again. 


The  first  name  in  copiers  probably  isn't  the  copier  innovative  new  technologies.  Yet  all  are  simple  to  use. 
'  lame  you  think  of  first.  But  for  the  fifth  straight  year,  So  whether  you  choose  the  highly  intelligent 

Canon  is  the  number  one  choice  in  copiers.  Leading  the  Color  Laser  Copier,  the  Personal  Copier  or  anything  in 

industry  in  copier  placements  by  more  than  two  to  one.  between,  you  can  count  on  performance  backed  by 

And  it's  no  wonder.  Only  Canon  has  a  full  line  of  uncompromising  reliability.  And  a  commitment  to  quality 

copiers  to  moot  the  needs  of  every  size  business.  that's  made  Canon  the  most  popular  copier  in  America. 
From  the  high  speed,  high  volume  demands  of  big  It's  no  guessing  game  then,  that  in  copiers, 

business  to  compact  convenience  for  smaller  businesses.  the  choice  is  Canon. 

Even  in  the  home.  ^ w^JL^***. w... ., 


" ,c    "-" ' Ie"  Canon  has  openfii  anew  manufacturing  planl  in  Virginia  to  produce  the 

What's  more,  every  Canon  copier  is  designed  with        most  popular  copiers  in  America 


Canon 

THE  CHOICE  IS  CANON. 


f  of  more;  information,  call  loll  lroel-800-OK  CANON.  Or  write  Canon  US  A  .  Inc .  PO  Box  5023.  Clilton.  N  J  07015 


THE  MERCEDES-BENZ  S-CLASS: 
FEW  CARS  HAVE  THE  SAME  PRIORITIES.  AND  NONE 

PLACES  SO  MANY  SO  HIGH. 


ot 


L  thousand  names  have  briefly  flashed  across 
be  automotive  cosmos.  The  name  of  Mercedes- 
ienz  has  been  shining  bright- 
er for  slightly  more  than  one 
mndred  and  two  years. 

What  has  created  the 
imeproof  lustre  of  Mercedes- 
Senz  is  the  engineering  credo 
>ehind  it:  the  best  auto- 
nobile  is  the  complete  automo- 
)ile— so  pursue  balance  above 
ill.  Shun  extremes.  And  place 
equal  priority  on  every  measur- 
ible  facet  of  automotive 
excellence.  The  sedans  of  the  Mercedes-Benz 
5-Class  exemplify  this  credo. 

Each  is  a  big,  spacious,  limousine- 
quiet  sedan  capable  of  serving  as  a  mobile 
Doardroom.  Each  is  simultaneously  a  big, 
quick,  robust  sedan  capable  of  shrinking  500 
miles  of  European  autoroute  to  a  routine 
four-hour  run. 

Each  S-Class  sedan  balances  plush 
riding  ease  with  roadholding  tenacity.  Breath- 
taking acceleration  with  powerful,  stable,  ABS- 
augmented  braking.  And  rigid  structural  solid- 
ity with  burnished  running  smoothness. 

The  priorities  of  highly  innovative 
technology  never  override  the  priority  of  high 
reliability.  From  the  anti-corrosion  wax  injected 


deep  into  its  body  cavities,  to  as  much  as  34 
pounds  of  undercoating,  to  a  robotically  precise 
five-step  painting  process, 
every  S-Class  sedan  is  built  to 
endure.  In  part  by  being  built 
to  a  quality  standard  that 
prompted  one  journal  to  ask, 
"How  is  it  that  Benzes  fit 
together  better  than  anything 
else  in  the  world?" 

And  balancing  these 
basic  automotive  aims,  a 
basic  human  aim:  the  well- 
being  of  the  occupants.  No 
S-Class  engineering  priority  exceeds  the  pri- 
ority of  safety.  For  example,  the  Supplemental 
Restraint  System  with  its  drivers-side  air  bag 
was  pioneered  in  America  in  the  sedans  of  the 
Mercedes-Benz  S-Class. 

You  can  choose  from  four  S-Class 
sedans:  the  560SEL  and  420 SEL  V-8s,  and  the 
300  SEL  and  new  300  SE  six-cylinder  models.  If 
your  key  priority  is  excellence  in  every  way 
automotive  excellence  can  be  measured,  call 
or  visit  your  authorized  Mercedes-Benz  dealer 
today.  They  will  be  pleased  to  arrange  an  S-Class 
test  drive. 


Engineered  like  no  other  car  in  the  world 


©  1988  Mercedes-Benz  of  N.A..  Inc..  Montvale,  N.J. 


IS  THIS  NEXT? 


Will  the  health  care  developments  of  the  future 
have  more  to  do  with  saving  money  than  with 
saving  lives? 

At  the  rate  medical  costs  are  rising,  there's  no  telling 
how  far  a  company  will  have  to  go  to  save  money 

That's  why  CIGNA  is  doing  something  different.  At 
the  CIGNA  companies,  we  firmly  believe  that  the 
quality  of  health  care  must  not  be  reduced  along 
with  costs.  Last  year,  we  saved  our  clients  over  $600 
million  through  our  medical  cost  containment  pro- 
grams. And  that's  in  a  year  when  national  health 
spending  increased  dramatically. 

Yet  we  demonstrated  that  we're  equally  commit- 
ted to  providing  high  quality  care.  Our  case  man- 
agement approach,  for  example,  not  only  reduces 
Dut  can  actually  improve  the  quality  of  care. 
lay  recommend  transferring  a  patient  to  a  spe- 
cify that  costs  more  on  a  daily  basis,  but 
because  that  patient  is  receiving  more  appropriate 
care,  the  stay  is  shorter  and  the  net  cost  is  less. 


While  a  "new"  concept  to  most  companies,  case 
management  has  been  in  practice  at  the  CIGNA 
companies  for  over  17  years.  In  fact,  we're  the  top 
provider  in  the  U.S.  for  medical  management  and 
rehabilitation  services. 

And  since  we're  a  single  source  for  a  full  spectrum 
of  medical  care  and  dental  options,  we  can  help 
companies  plan  very  cost-efficient  programs.  Pro- 
grams ranging  from  HMOs  to  group  indemnity  cov 
ages  to  plans  that  combine  the  advantages  of  bo 

At  CIGNA,  we're  as  concerned  about  the  right  c 
as  we  are  about  the  bottom  line.  And  we  can  help 
you  with  both.  Write  the  CIGNA  Companies,  Dept. 
R15,  One  Logan  Square,  Philadelphia,  PA  19103. 

Striking  the  right  balance  between  managing 
costs  and  maintaining  high 
quality  health  care.  It's  one 
more  example  of  CIGNA's 
commitment  to  personal- 
ized service  to  business. 
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Is  business  doomed  to  submit  to  virtual 
blackmail  in  product  liability  cases?  A  dis- 
tinguished jurist  suggests  a  way  out. 

Spreading 
the  wealth 


By  Ronald  Bailey 


Rare  is  the  business  that  has 
not  faced  a  product  liability 
problem.  Populist  crusaders 
would  have  us  believe  that  these  law- 
suits keep  business  from  harming  the 
public.  Richard  Neely,  a  West  Virgin- 
ia State  Supreme  Court  justice,  dis- 
agrees. He  calls  these  suits  "a  mas- 
sive, off-line,  wealth-redistribution 
program  that  enjoys  overwhelming 
popular  support."  The  description  ap- 
pears in  a  book  written  by  Neely  that 
will  be  published  later  this  month 
( The  Product  Liability  Mess:  How  Business 
Can  Be  Rescued  from  State  Court  Politics, 
by  Richard  Neely;  Free  Press,  $24.95, 
175  pp.). 

The  number  of  product  liability  law- 
suits is  increasing,  and  insurance  rates 
along  with  them.  Neely  crisply  notes 
that  the  "ultimate  logic  of  product 
liability  would  imply  that  restaurants 
should  be  liable  for  heart  conditions 
when  they  serve  red  meat  instead  of 
fish."  It  hasn't  gotten  that  bad  yet,  but 
several  cases  have  come  close.  In  1984, 
for  instance,  Sears,  Roebuck  &.  Co.  lost 
a  million-dollar  judgment  to  a  man 
who  claimed  his  heart  attack  was 
caused  by  a  too-tough  starter-cord  on 
his  lawn  mower.  Sears  appealed  and 
the  case  was  settled  out  of  court. 

How  did  we  get  to  the  current  situa- 
tion of  absurd  verdicts? 

The  problem  is  that  product  liabil- 
ity law  is  local  law.  Usually,  an  in- 
jured in-state  plaintiff  sues  an  out-of- 
state  corporation  before  an  in-state 
jury  and  an  in-state  judge.  Justice 
Neely  frankly  admits:  "As  long  as  I 
am  allowed  to  redistribute  wealth 
from  out-of-state  companies  to  in- 
jured in-state  plaintiffs,  I  shall  contin- 
ue to  do  so.  Not  only  is  my  sleep 
enhanced  when  I  give  someone  else's 
money  away,  but  so  is  my  job  securi- 


ty, because  in-state  plaintiffs,  their 
families  and  their  friends  will  reelect 
me."  There  can  be  no  doubt  that  his 
brethren  in  the  other  49  states  reason 
similarly. 

Neely  describes  the  "balance  of  ter- 
ror between  long  docket  delays  and 
monstrous  jury  awards."  Defendants 
can  generally  delay  a  trial  for  years. 
But  on  the  other  side,  plaintiffs  can 
threaten  to  seek  "punitive"  damages 
or  recompense  for  "pain  and  suffer- 
ing" at  trial  before  sym- 
pathetic jurors.  This  bal- 
ance of  terror  encourages 
out-of-court  settlement 
since  it  relieves  the  plain- 
tiffs of  the  cost  of  delay 
and  insulates  the  defen- 
dants from  even  more 
outrageous  costs.  Some 
96%  of  all  civil  actions 
are  settled  out  of  court. 
Which  means  most  cases 
are  never  judged  on  their 
merits. 

The  whole  trend  adds 
greatly  to  the  cost  of  making  things  in 
this  country  at  the  very  time  Ameri- 
can industry  is  trying  to  improve  its 
competitive  position  in  the  world.  We 
devalue  the  dollar  to  become  more 
competitive,  then  allow  lawyers  and 
courts  to  add  new  burdens  that  hinder 
international  competitiveness. 

Does  Neely  have  a  solution?  Hold 
on  to  your  hats.  His  proposal  will 
cause  conservatives  with  strong  prin- 
ciples and  equally  strong  stomachs  to 
blanch.  He  advocates  the  "develop- 
ment of  court-made,  unifying  federal 
common  law."  In  short,  Neely  advo- 
cates that  the  courts  themselves  must 
provide  the  solution,  since  Congress 
will  not. 

In  his  view,  Congress  is  a  do-noth- 
ing institution  so  beholden  to  special 
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of  the  status  quo  that  it  cannot  adopt 
any  truly  comprehensive  product  li- 
ability legislation.  Instead  he  turns  to 
the  courts  as  the  likeliest  forum  for 
reforming  product  liability.  After  all, 
he  points  out,  they  have  "almost  ex- 
clusive control  over  the  product  li- 
ability system." 

Neely  says,  only  half-joking,  that 
courts  can  act  because  their  "political 
strength  proceeds  from  the  fact  that 
judges  have  many  of  the  endearing 
attributes  of  military  juntas  in  banana 
republics."  They  should  use  that  pow- 
er to  bring  justice  into  better  balance 
in  product  liability  law. 

If  the  remark  about  banana  repub- 
lics is  facetious,  Neely's  formula  is 
not.  He  outlines  an  intellectually  and 
jurisprudentially  satisfying  way  to 
create  national  product  liability  com- 
mon law.  The  model  Neely  has  in 
mind  for  product  liability  is  what  hap- 
pened to  libel  law  after  the  New  York 
Times  v.  Sullivan  decision.  In  that 
case  the  U.S.  Supreme  Court  estab- 
lished well-defined  standards  that 
have  subsequently  been  followed  by 
state  courts. 

How  to  persuade  the  courts  to  act 
similarly  with  product  liability?  The 
courts,  Neely  argues,  are  political  in- 
stitutions, and  while  you  can't  lobby 
them  the  way  that  you 
might  a  legislator  or  gov- 
ernor, it  is  possible  to  in- 
fluence them.  He  urges 
the  business  community 
to  take  a  direct  hand  in 
helping  to  change  product 
liability  law  by  encourag- 
ing discussions  of  the 
problem  in  the  media,  in 
prestigious  law  schools 
and  symposiums,  and  by 
having  their  lawyers 
properly  frame  cases. 
He  further  recom- 
mends interesting  law  professors  and 
their  students  in  the  topic  so  that 
specific  reform  measures  can  filter 
out  to  the  profession  through  law 
journals  and  legal  symposiums.  The 
final  step  in  implementing  his  propos- 
al is  finding  specific  cases  where  the 
national  common  law  issue  can  be 
raised. 

It  seems  well  past  time  for  business 
to  stop  complaining  about  product  li- 
ability law  abuses  and  start  doing 
something  about  them.  Whether  one 
agrees  with  Judge  Neely's  novel  pro- 
posal or  not,  reading  this  book  is  a 
good  place  to  start.  Nor  is  reading  it  a 
chore:  Filled  with  wit  and  insight,  it  is 
a  model  of  clarity  and  a  joy  to  read. 
Judge  Neely  deals  brilliantly  with  a 
vexing  problem  in  less  than  200  pages 


interests  that  benefit  from  the  chaos     of  highly  readable  prose. 
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Growing  twice  as  fast  as  Japan,  South  Korea  promises  to  become 
another  major  challenge  to  U.S.  industrial  recovery.  Are  our 
multinationals  up  to  the  challenge? 

Samsung: 

South  Korea 
marches  to  its 
own  drummer 


By  Andrew  Tanzer 


Billboard  in  New  York's 
Times  Square 

In  global  advertising,  too, 
Korea's  manufacturers  are 
<v  ming  from  the  Japanese. 


A\hiM  WHO  iminks  that  all  It 
•Mi.iki.^  is  a  cheaper  dollai  to 
A^Lbinm  hack  U.S.  industrial  ex- 
ports had  better  read  this  story.  What 
japan  has  so  powerfully  accomplished 
other  previously  hackward  countries 
are  now  doing:  becoming  first-class 
industrial  powers.  Of  these,  South  Ko- 
ica  is  clearly  the  leader.  Visit  with  us 
one  of  the  giant  businesses  that  spear- 
head the  Korean  economic  push. 

On  an  unseasonably  warm  March 
morning  in  South  Korea,  13,000 
workers  flowed,  a  sea  of  blue  and  gray 
suits,  into  Seoul's  cavernous  Jamsil 
Gymnasium.  The  workers  had  been 
chosen  from  among  Samsung  Group's 
150,000  employees  to  help  commem- 
orate the  conglomerate's  50th  anni- 
versary. Neon  signs  flashed  the  names 
of  the  dozens  of  companies  that  com- 
bined last  year  to  produce  $24  billion 
in  revenues.  If  Samsung  were  an 
American  company,  it  would  rank 
1 5th  on  the  Forbes  500  list — alongside 


such  giants  as  Chrysler,  K  mart  and 
Philip  Morris.  Giant  banners  exhorted 
the  workers  to  serve  the  nation 
through  business  and  proclaimed  "the 
second  takeoff"  as  pop  singers  and 
pirouetting  dancers  dazzled  the  crowd 
in  a  production  worthy  of  Cecil  B. 
DeMille. 

But  through  the  blur  of  activity, 
most  eyes  focused  on  a  quiet  and  of- 
ten self-effacing  young  man  named 
Lee  Kun-hee.  On  the  death  of  his  fa- 
ther, the  legendary  Lee  Byung-chull, 
last  November,  the  46-year-old  Lee 
assumed  control.  Forbes  interviewed 
him  in  March.  Was  he  in  a  trium- 
phant mood?  Not  at  all.  He  displayed 
the  running-scared  attitude  that  has 
carried  his  country  and  his  company 
so  far.  "We  are  in  a  very  important 
transition,"  worried  Lee.  "If  we  don't 
move  into  more  capital-  and  technol- 
ogy-intensive industries,  our  very  sur- 
vival may  be  at  stake." 

Lee  was  talking  about  his  company. 
But  the  words  apply  equally  to  his 
country's  economy. 
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Despite  the  tumultuous  political 
scene,  Korea's  real  GNP  grew  by  over 
12%  last  year.  Inflation  was  6%,  per 
capita  GNP  exceeded  $2,800  and 
looks  like  it  may  top  $5,000  in  1991. 
Growth  will  probably  be  around  7% 
to  8%  a  year  for  the  next  few  years, 
just  enough  to  absorb  the  half-million 
young  Koreans  who  enter  the  work 
force  each  year.  Wealthier  Japan  will 
probably  grow  around  3%  a  year  in 
the  near  future. 

But  the  42  million  people  of  this 
Indiana-size  country  face  serious 
problems,  too.  These  problems  ex- 
plain why  Samsung's  Lee  was  in  a 
running-scared  rather  than  trium- 
phant mood.  Korea's  economic  mir- 
acle was  built  largely  on  the  strong 
backs  of  poorly  paid  workers  who 
often  toiled  12  hours  a  day,  six  days 
a  week.  That  is  changing.  Even 
though  better-paying  factory  jobs  run 
only  between  $2  and  $3  an  hour, 
workers  are  feeling  their  oats  and 
wages  are  rising  fast.  Soon,  cheap 
and   energetic   labor   alone   will   no 


Edward  Ktm 

longer  give  Korea  an  advantage.  The 
nation's  sudden  lurch  toward  democ- 
racy last  year  greatly  strengthened 
Korea's  unions  and  unleashed  work- 
ers' demands  for  a  bigger  piece  of  the 
Korean  economic  miracle.  Manufac- 
turing wages,  more  than  double  their 
level  in  1980,  rose  20%  last  year  and 
will  climb  another  13%  to  15%  this 
year.  As  against  this,  however,  South 
Korean  productivity  in  manufactur- 
ing is  also  rising  fast,  last  year  jump- 
ing nearly  20%. 

South  Korea  will  need  to  continue 
pressing  productivity  gains  for  an- 
other reason:  It  cannot  count  much 
longer  on  having  a  cheap  currency. 
Under  pressure  from  Treasury  Secre- 
tary James  Baker,  Korea's  central 
bankers  have  boosted  the  won's  val- 
ue against  the  dollar  by  20%  since 
September  1985.  The  currency  will 
probably  appreciate  between  15% 
and  20%  this  year. 

Korea,  in  short,  is  in  a  bind.  If  its 
businessmen  and  workers  relax,  they 
will  be  overtaken  by  other  fast-indus- 


Samsung  Chairman  K.H.  Lee 
and  his  wife,  Ra-he, 
at  their  Seoul  home 
Like  his  father,  Lee  was 
educated  in  Japan  and  looks 
to  Japanese  companies  for 
models.  "I  have  a  dream,"  the 
chairman  says,  "to  build 
Samsung  into  a  world-class 
company,  a  genuine 
multinational." 


trializing  countries — India,  China, 
Brazil,  Thailand  and  the  like.  But  for 
the  Koreans  to  push  ahead,  they  must 
compete  even  more  fiercely  with  bet- 
ter-capitalized American  and  Japa- 
nese businessmen.  Difficult  choices 
either  way. 

Nowhere  is  Korea's  response  to 
these  challenges  seen  more  clearly 
than  at  Samsung  Group.  This  is  Ko- 
rea's biggest  and  most  profitable 
chaebol,  or  family-run  conglomerate. 
The  Samsung  Group  is,  among  other 
things,  Korea's  leading  producer  of 
consumer  electronics,  semiconduc- 
tors, refined  sugar  and  paper.  Sam- 
sung leads  the  newly  industrializing 
country's  push  into  high  technology. 
Since  1977  Samsung's  consolidated 
revenues  have  expanded  from  $1.3 
billion  to  $24  billion  last  year,  equiv- 
alent to  20%  of  the  country's  GNP. 
Revenues  will  probably  reach  $30 
billion  this  year. 

Beyond  the  figures,  Samsung  is 
widely  recognized  as  the  best  man- 
aged and  best  organized  of  the  major 
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A  Hyundai  billboard  going  up  in 
Austin.  Tex  and  a  prominent  Lucky- 
Goldstar  product  promotion  in  Los 
Angeles 

Korea's  sudden  lurch  into 
democracy  last  year 
strengthened  unions,  and  the 
currency  is  rising  at  double-digit 
rates.  Korea's  manufacturers 
must  push  for  better  brand 
recognition  if  they  are  to 
protect  and  improve  their 
profitability. 


chaebols  It  is  facing  the  new  chal- 
lenges with  the  same  stubborn  deter- 
mination that  enabled  it  to  win  over 
the  problems  of  underdevelopment 
and  poverty. 

As  Chairman  Lee  puts  the  problem, 
during  the  highly  inflationary  1970s 
"we  put  more  emphasis  on  growth 
and  size  than  on  quality." 

The  numbers  illustrate  his  point. 
Last  year  Samsung  Group  reported 
net  profits  of  $293  million  on  its  $24 
billion  in  sales.  That  profit  figure  is 
probably  understated,  both  for  tax  rea- 
sons and  because  profit  is  something 
of  a  bad  word  in  Korea.  Still,  it  pro- 
vides some  indication  of  the  need  to 
move  into  higher-margin  products. 

Says  young  Chairman  Lee:  "Since 
rising  export  prices  are  unavoidable, 
we  are  focusing  on  producing  high- 
quality,  high-value-added  goods.  The 
new  company  should  be  more  quali- 
ty- and  profit-oriented.  Unless  you 
make  profits,  you  can't  invest  in  R&D 
and  education." 

Consider  the  group's  Samsung  Elec- 


tronics Co.,  by  far  the  biggest  manu- 
facturer in  the  Group.  Founded  in 
1969,  the  company  passed  archrival 
Goldstar  in  1984  to  become  Korea's 
leading  electronics  maker,  registering 
sales  of  $3.2  billion  last  year.  The 
vertically  integrated  manufacturer  is 
centered  in  Suwon,  a  suburb  of  Seoul, 
where  dozens  of  factories  on  a  370- 
acre  site  are  connected  by  under- 
ground conveyor  belts — efficient, 
even  by  Japanese  standards.  Acres  of 
containers  are  piled  up,  a  reminder 
that  Samsung  Electronics  exports 
over  70%  of  its  production. 

Samsung  Electronics  grew  by  being  a 
big  supplier  of  color  TVs,  microwaves 
and  VCRs  to  companies  like  GE, 
RCA,  Sears  and  J.C.  Penney,  which 
put  their  own  names  on  tbe  equip- 
ment. Last  year  Samsung  held  about 
13%  of  the  U.S.  VCR  market  and 
nearly  20%  of  the  microwave  oven 
business. 

But  companies  other  than  Samsung 
have  been  making  much  of  the  profits 
on  these  goods.  Ask  your  average 
American  or  European  consumer 
what  a  Sony,  Toshiba,  Panasonic  or 
Mitsubishi  is,  and  the  chances  are  ex- 
cellent that  he  or  she  will  know.  Ask 
the  same  consumer  about  Samsung, 
Goldstar,  Daewoo  or  Hyundai,  and 
the  likely  response  is  a  blank  stare. 

The  Japanese,  of  course,  have 
plowed  billions  of  dollars  of  their 
trade  surpluses  back  into  advertising 
their  products  in  the  U.S.  and,  more 
recently,  Europe  and  other  parts  of 
the  world.  The  Koreans?  Last  year 
Samsung  Electronics  spent  $20  mil- 
lion on  advertising  in  the  U.S.  mar- 
ket, a  figure  that  should  grow  by 
20%  this  year.  When  it  comes  to 
marketing,  the  Koreans  are  still 
miles  behind  the  Japanese.  But  they 
are  learning. 

"We  have  to  have  brand  name  rec- 
ognition," agrees  Lee.  "The  Olympics 
will  be  important  to  raising  name  rec- 
ognition." An  official  Olympic  spon- 
sor, Samsung  Electronics  is  sponsor- 
ing soccer  matches  in  West  Germany, 
putting  up  neon  signs  in  Times 
Square  and  increasing  ad  outlays  in 
attempting  to  become  tomorrow's 
Panasonic  or  Sony.  Last  year  40%  of 
electronics  exports  were  under  the 
Samsung  brand  name.  The  target  for 
1991  is  55%,  when  sales  are  projected 
at  $7  billion. 

This  marketing  orientation  is  rela- 
tively new  for  the  Koreans.  Over  the 
years,  Samsung  has  entered  numerous 
joint  ventures  with  American  compa- 
nies including  Hewlett-Packard,  GE, 
Corning  Glass,  Amoco  and  Bell  Heli- 
copter. But  old  B.C.  Lee  visited  the 
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U.S.  only  twice  on  business,  most  re- 
cently in  1982,  when  he  received  an 
honorary  degree  at  Boston  University, 
visited  the  grave  of  General  Douglas 
MacArthur  in  Norfolk,  Va.  (a  statue  of 
MacArthur  stands  outside  Lee's  pri- 
vate art  museum)  and  paid  a  courtesy 
call  on  H-P  founders  William  Hewlett 
and  David  Packard. 

Under  B.C.'s  son,  Samsung  will  pay 
more  direct  attention  to  the  U.S.  mar- 
ket. But  its  management  orientation 
will  be  Japanese,  not  American.  When 
Samsung  managers  look  for  models, 
they  look  not  to  the  U.S.  or  Europe 
but  to  Japan.  Samsung  Electronics,  for 
example,  strives  to  emulate  Toshiba 
and  Matsushita.  Samsung  Co.,  the 
Group's  trading  arm,  looks  at  Sumi- 
tomo Corp.,  and  so  on.  Last  October, 
when  Samsung  opened  its  $150  mil- 
lion Advanced  Institute  of  Technol- 
ogy, a  groupwide  basic  research  cen- 
ter, the  model  was  Toshiba.  You  can 
see  copies  of  Japan's  Nihon  Keizai  Shim- 
bun  piled  up  in  the  lobbies  of  Sam- 
sung offices  every  morning. 

That  Samsung  looks  to  Japan  for 
inspiration  is  no  accident.  Born  into  a 
wealthy  farm  family  in  1910,  the  year 
Japan's  colonization  of  Korea  began, 
B.C.  Lee  studied  at  Tokyo's  Waseda 
University,  where  he  later  sent  son 
K.H.  Lee.  He  founded  Samsung  as  a 
general  trading  store  in  1938,  to  ex- 
port fruit  and  dried  fish  to  Japanese- 
occupied  Manchuria.  The  elder  Lee 
kept  a  second  family — his  mistress 
and  their  two  children — in  Tokyo, 
where  he  spent  a  few  months  every 
year  meeting  with  industrialists, 
bankers,  bureaucrats  and  journalists. 
While  his  Korean  rivals,  like  the  im- 
pulsive and  authoritarian  Chung  Ju- 
yung,  Hyundai's  founder  and  chair- 
man, would  make  quick  strategic  de- 
cisions, Lee  would  hop  over  to  Tokyo 
to  sound  out  friends  like  the  founders 
of  Matsushita  and  Honda.  Recalls 
Rhee  Pil-Gon,  president  of  Samsung 
Co.,  the  group's  general  trading  com- 
pany: "When  he  returned  from  Japan, 
he  would  gather  directors  of  the  rele- 
vant companies  and  tell  them  about 
his  ideas." 

What  B.C.  Lee  studied  most  during 
his  frequent  visits  to  his  mistress 
across  the  Sea  of  Japan  was  the  way 
Japanese  firms  trained  and  treated 
their  workers — what  has  since  be- 
come popularized  in  this  country  as 
"Japanese  management  techniques." 
Lee,  who  sat  in  on  every  final  inter- 
view of  a  managerial  job  applicant, 
was  proud  to  say  he  spent  80%  of  his 
time  selecting  and  cultivating  per- 
sonnel. In  1957  Samsung  became  the 
first  chaebol  to  set  up  an  open  exami- 


Father  knew  best 


In  the  mid-1960s  B.C.  Lee's  sec- 
ond son,  Chang-hee,  was  im- 
plicated in  a  black  market  scan- 
dal surrounding  imports  for  a  fer- 
tilizer factory.  Imprisoned  for  a 
while,  Chang-hee  left  the  Sam- 
sung Group  and  later  established 
and  built  up  Saehan  Media,  the 
world's  largest  videotape  manu- 
facturer. Lee's  eldest  son,  consid- 
ered incapable  by  the  founder,  ex- 
ited the  Group  in  1971,  the  year 
Lee  Kun-hee,  the  third  son,  then 
only  29,  was  designated  the 
heir — highly  unusual  in  this  Con- 
fucian society. 

K.H.  Lee  is  still  feeling  his  way. 
Seoul's  rumor  mill  is  filled  with 
tales  of  dynastic  struggle  and 
family  feuds.  One  story  has  it 
that  the  second  son,  Chang-hee, 
wants  to  return.  Another  theory 
holds  that  family  shareholders 
will  break  companies  off  from  the 
Group.  And  B.C.  Lee's  son  by  his 
Japanese  mistress  has  recently 
moved  from  Japan  to  Seoul, 
where  he  now  works  for  Cheil 
Sugar,  one  of  Samsung  Group's 
oldest  companies. 

Over  a  Japanese  lunch,  K.H. 
Lee  is  surprisingly  candid  about 
the  gossip  and  the  skepticism. 
"There  are  a  lot  of  apprehensions 


Samsung's  late  founder,  B.C.  Lee 
A  non-Confucian  choice. 


about  me  in  the  family  and  in  the 
society,"  he  says.  "I  don't  think  I 
have  100%  [family)  support.  The 
fact  that  I'm  here  means  I  have 
more  than  50%  support." 

Asked  what  he  considers  his 
greatest  achievement,  Lee  chuck- 
les and  says:  "I'm  very  proud  that 
I  could  survive  the  last  four 
months."— A.T. 


nation  and  recruitment  system.  This 
was  enlightened  self-interest:  Lee,  an 
educated  man,  understood  that  a 
meritocracy  attracts  top  university 
graduates. 

From  the  beginning  Samsung  of- 
fered better  wages,  benefits  and  work- 
ing conditions  than  its  competitors. 
Lee  hated  unions,  and  Samsung  re- 
mains the  only  major  chaebol  without 
a  union.  This  paid  off  last  summer: 
When  strikes  crippled  many  of  Ko- 
rea's largest  enterprises,  Samsung 
emerged  from  the  labor  unrest  almost 
unscathed  (the  Group's  only  strike 
was  at  its  shipbuilder,  a  company  it 
acquired  and  the  only  Samsung  firm 
losing  money). 

Loyal  Samsung  men  are  molded  at 
Samsung  Education  &  Training  Cen- 
ter, a  facility  that  is  part  boot  camp, 
part  business  school  and  part  indoctri- 
nation center.  The  model  here  is  Mat- 
sushita. Every  new  employee  must 
pass  a  24-day  course  that  stresses 
teamwork  and  the  Samsung  philoso- 
phy. The  day  begins  at  5:50  a.m.  with 


the  company  song  and  a  jog,  and  lasts 
until  10  p.m.  To  ensure  that  workers 
don't  develop  excessively  individual- 
istic tendencies,  Samsung  employees 
are  sent  back  for  a  few  days  every  year 
for  refresher  courses.  The  center  in- 
cludes a  language  school  offering  En- 
glish, Japanese  and  Chinese — in  prep- 
aration for  the  day  direct  trade  opens 
between  Korea  and  China.  Annual 
budget  for  the  center:  $22  million. 

In  this  attention  to  the  human  di- 
mension of  production  lies  the  key  for 
all  Korean  manufacturers,  as  they 
continue  the  search  for  ways  to  wring 
more  value  from  old  products  and  add 
more  value  through  the  manufacture 
of  new  products.  You  cannot,  after  all, 
expect  muscular  but  unskilled  work- 
ers to  operate  numerically  controlled 
production  equipment,  design  micro- 
chips and  advise  on  international 
marketing  campaigns.  Lee  says  Sam- 
sung will  spend  $  1 20  million  this  year 
to  automate  existing  factories  and  of- 
fices. "Our  target,"  says  Chung  Dam, 
senior  executive  managing  director  of 
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In  the  first  stages  of  their 
development,  most  Korean 
companies  licensed  (or 
otherwise  obtained) 
technology  from  U.S.  companies. 
But  the  U.S.  companies  have 
grown  wiser,  and  few,  if  any, 
Korean  businesses  are 
counting  on  the  earlier  strategy 
to  fuel  the  next  stage  of  Korea's 
development.  Most  of  the  large 
companies  are  budgeting 
record  amounts  not  only  for 
marketing  but  for  research  and 
development  as  well. 


Samsung  Electronics,  "is  to  have  pro- 
duction lines  like  Matsushita's." 

If  Samsung  has  followed  the  Japa- 
nese in  human  relations,  its  manage- 
ment style  is  very  much  its  own.  At 
the  top  is  the  executive  staff,  or  secre- 
tariat, under  the  Group  chairman's 
office.  The  key  to  the  Group's  organi- 
zation, the  secretariat  comprises  an 
elite  corps  of  250  managers  seconded 
from  Group  companies.  The  staff  ex- 
ercises financial  controls  and  coordi- 
nates Group  matters  such  as  person- 
nel, advertising,  information  flow,  in- 
vestment and  corporate  strategy. 

Samsung's  centralized  administra- 
tion is  widely  admired  and  often  cop- 
ied by  rival  chaebols 

Here's  how  a  family  member  of 
one  competing  group  describes  Sam- 
sung: "They  give  full  authority  and 
power  to  each  company,  but  they 
also  have  very  strong  control  and 
checks  and  balances  from  the  chair- 
man's office."  An  official  at  another 
big  chaebol  says  simply:  "Samsung  is 
the  best  organized.  Their  executive 
staff  is  superb." 

In  industrial  strategy,  the  Samsung 
system  took  a  leaf  from  the  Japanese 
moving  gradually  up  the  ladder  of  in- 
dustrial complexity.  In  the  1950s  Lee 
prospered  by  dominating  cash-gener- 
ating consumer  necessities  like  sugar, 
wool  textiles  and  flour  in  an  impover- 
ished nation.  In  the  1960s  he  entered 
paper,  electronics,  fertilizers,  retailing 
and  life  insurance.  In  the  1970s  and 
early  1980s,  Lee  drove  ahead  first  into 
petrochemicals,  hotels  and  construc- 
tion, and  then  into  semiconductors, 
computers,  aerospace,  genetic  engi- 
neering and  robots.  Note  that  Sam- 
sung is  much  less  concentrated  in 
heavy  industry  than  Hyundai  or 
Daewoo. 

Semiconductors  were  B.C.  Lee's  fi- 


nal  pet  project.  Again  taking  a  lea 
from  the  Japanese,  Samsung  Semicon 
ductor  &.  Telecommunications  tai 
geted  memory  chips,  and  since  198' 
has  poured  $875  million  into  its  Ki 
hung  plant,  set  among  hills  overlook 
ing  rice  paddies  40  miles  south  c 
Seoul.  At  first,  the  company  sustained 
heavy  losses  in  64K  DRAMs,  but  re 
cently  the  market  has  firmed.  Sam 
sung  has  been  a  prime  beneficiary  o 
the  U.S. -Japan  semiconductor  accordl 
which  created  shortages  and  booster 
prices  of  memory  chips. 

In  1986  Samsung  made  Korea  th« 
third  country  in  the  world  to  mass 
produce  256K  DRAMs.  Some  in  th 
chip  industry  were  astonished.  "Yoi 
just  don't  establish  256K  capability  ii 
less  than  a  year,"  says  George  Cobbej: 
president  of  the  Samsung/Hewlett 
Packard  joint  venture  to  product) 
computers  and  electronic  instrul 
ments.  "That  tells  you  how  hard  the? 
work  and  how  committed  they  are.'! 
Samsung  Semiconductor  &  Telecom* 
munications  is  currently  making  1 
million  to  8  million  256K  DRAMs  i 
month,  putting  it  neck-and-neck  with 
NEC  and  Texas  Instruments  for  the 
world  lead.  The  firm  began  shipping 
1 -megabit  chips  in  late  1987. 

In  the  first  stage  of  its  development! 
Samsung,  like  most  Korean  compa 
nies,  licensed  (or  otherwise  obtained, 
technology  from  American  compa 
nies.  Today,  however,  few,  if  any,  Koj 
rean  businesses  are  counting  on  thai 
strategy  to  propel  the  next  stage  o: 
Korea's  development. 

"It's  almost  impossible  to  license) 
technology  now,"  complains  Kand 
Jin-ku,  president  of  Samsung  Semi-; 
conductor  &.  Telecommunications) 
Explains  Chairman  Lee:  "Nowadaysi 
Japanese  and  American  companies — , 
particularly  in  the  high-tech  fields — ! 
avoid  technology  transfers  to  preserve! 
their  monopolistic  hold." 

So  here  again  Samsung  and  other 
Korean  companies  are  earmarking 
record  amounts  of  their  revenues  foi] 
research  and  development.  Lee  says' 
the  Samsung  companies  will  spend  at 
total  of  $430  million — 3%  of  manu- 
facturing sales — on  R&D  this  year,  upi 
30%  from  last  year's  spending.  To  tap 
American  brains,  Samsung  operates  a 
semiconductor  design  and  pilot  pro-! 
duction  plant  in  Santa  Clara,  Calif. 
The  Group  also  pooled  resources  with 
the  Korean  government,  Goldstar  and 
Hyundai  to  develop  a  4-megabit  chip. 

Results  are  already  showing  up. 
Cheil  Sugar  &.  Co.,  the  Group's  oldest 
manufacturer  and  Korea's  largest  food 
processor,  is  investing  aggressively  in 
genetic  engineering  and  has  opened  a! 
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Signs  of  the  times 


Here  are  Korea's  11  mighti- 
est conglomerates,  their 
chief  executives  and  their 
1987  revenues  in  billions  of 
dollars. 


Samsung 

Lee  Kunhee 
electronic  products, 
textiles,  food  processing, 
insurance 

$24.0 


Hyundai 
HYUIIDQI  chun%  Se  Yung 

******    autos,  industrial  machinery 

$22.7 


Daewoo 

Kim  Woo-choong 
computer  products, 
autos,  financial  services 

$16.0 


Lucky-Goldstar 

Koo  Cha-kyung 
electronic  and 
chemical  products 

$16.0 


SUNKVONG 


Sunkyong 

Chey  fong-hyon 
video  and  audio  tapes, 
textiles,  petroleum 

$7.3 


^QE 


Ssangyong 

Kim  SukWon 

cement,  autos,  petroleum 

$4.8 


Hyosung 

Cho  Suck-iai 

heavy  industry,  textile 

and  building  materials 

$3.9 


Korea  Explosives 

Kim  Seung  Yun 
explosives, 
agricultural  products, 
industrial  machinery 

$3.9 


® 


Hanjin 

Cho  Choong  Hoon 
transportation, 
construction, 
financial  services 

$3.3 


Kia 

.  Min  Kyung  lung 
cars,  trucks,  machine  tools 

$2.4 


Lotte 

Shin  Kyuk-ho 
confectionery,  beverages, 
retailing,  hotels 

$2.3 


Sources:  PrudentialBache;  company  reports 


research  laboratory  in  New  Jersey.  In 
the  past  two  years  Cheil  has  marketed 
an  alpha  interferon  ointment  for  her- 
pes and  a  beta  interferon  vaccine  to 
prevent  hepatitis  B.  The  target  is  to 
raise  pharmaceutical  sales  tenfold 
within  five  years,  to  $150  million. 

Another  big  Samsung  company, 
Cheil  Synthetic  Textiles,  is  faced 
with  rising  competition  from  China, 
Thailand  and  Pakistan.  So  it  is  diver- 
sifying into  nonfiber  businesses.  The 
company  was  the  first  in  Korea  to 
develop  polyester  base  film,  the  raw 
material  for  videotape,  on  its  own. 
Now  the  firm's  laboratories  are  work- 
ing on  the  technology  to  produce  col- 
or film  and  paper.  This  would  make 
Cheil  only  the  fifth  major  color  film 
producer  in  the  world,  along  with  Ko- 
dak, Agfa,  Fuji  and  Konica. 

Samsung  Aerospace  Industries  is 
also  moving  rapidly  up  the  value-add- 
ed ladder.  Originally  set  up  to  service 
jet  engines  for  the  Korean  and  U.S.  air 
forces,  the  company  then  became  a 
manufacturer  of  components  for  the 
U.S.  aircraft  industry.  This  year  SSA 
will  be  awarded  a  contract  by  the  Ko- 
rean government  to  produce  General 
Dynamics'  F-16  or  McDonnell  Doug- 
las' F-18  under  license. 

If  Samsung,  Hyundai,  Daewoo, 
Lucky-Goldstar  and  Korea's  other  big 
chaebol  (see  table)  are  to  compete  effec- 
tively against  their  rivals  in  the  U.S., 
Europe  and  Japan,  the  chaebol  them- 
selves will  have  to  cede  much  of  their 
economic  power  to  the  smaller  com- 
panies Korea  needs.  Korea's  labor 
force  is  growing  by  around  500,000  a 
year;  absorbing  those  workers  effi- 
ciently requires  not  a  few  giant  com- 
panies but  thousands  of  well-financed 
smaller  companies  like  BIF  Korea  (see 
following  story)-  To  free  bank  capital 
for  smaller  companies,  the  govern- 
ment has  pressured  the  chaebol  family 
owners  to  raise  capital  by  selling  equi- 
ty in  their  conglomerates'  pieces  to 
the  Korean  public.  Thirteen  compa- 
nies in  the  Samsung  Group  have  gone 
public,  raising  $100  million  of  equity 
last  year  alone. 

As  Korea's  stock  market  grows,  the 
Ministry  of  Finance  will  make  the 
market  more  accessible  to  foreign  in- 
vestors. (For  now,  the  only  way  for 
Americans  to  invest  in  Korea  is 
through  a  few  listed  convertible  is- 
sues, and  the  NYSE-traded  Korea 
Fund  and  the  London-traded  Korea- 
Europe  Fund,  both  trading  at  steep 
premiums  to  net  asset  values.) 

Faced  with  determined,  well- 
thought-out  competition  like  that 
coming  from  Samsung  and  other 
South  Korean  companies,   the  U.S. 


clearly  faces  problems  in  reestablish' 
ing  its  industrial  exports.  The  Kore- 
ans worry  that  the  U.S.  may  become 
frustrated  with  the  problem  of  closing 
its  trade  deficit  and  resort  to  protec- 
tionism. Lee  Kun-hee  knows  this,  and 
worries  about  it. 

It  was  very  much  on  his  mind  when 
he  received  Forbes  in  his  ornately 
decorated,  French-style  drawing  room 
next  to  his  office  on  the  28th  floor  of 
the  Samsung  headquarters  building  in 
downtown  Seoul.  He  opened  with  an 
hour-long  sermon  that  he  says  is 
aimed  at  the  American  public.  Sip- 
ping iced  coffee  and  puffing  Eighty- 
eight  brand  Korean  cigarettes,  Lee  at- 
tacked the  politicians  attempting  to 
solve  trade  disputes. 

"One  of  the  big  problems  facing  the 
modern  world  is  that  the  rapid  change 
taking  place  in  business  hasn't  been 
accompanied  by  commensurate 
change  in  politics,"  he  stated  through 
an  interpreter.  "What  I'm  really  wor- 
ried about  is  that  if  these  issues  aren't 
resolved,  they  will  escalate  into  polit- 
ical struggle  between  the  politicians 
of  our  two  countries." 

Can  trade  friction  between  the  U.S. 
and  Korea  be  kept  from  degenerating 
into  protectionism  and  bitterness? 
Many  signs  are  not  encouraging.  De- 
spite oft-repeated  promises  by  Korean 
bureaucrats  and  businessmen  to  learn 
from  Japan's  mistakes  and  better  bal- 
ance exports  with  imports,  Korea's 
current  account  surplus  hit  a  record 
$9.4  billion  last  year,  double  the  level 
in  1986.  The  country's  bilateral  mer- 
chandise trade  surplus  against  the 
U.S.  has  risen  exponentially,  from 
$300  million  in  1982  to  around  $10 
billion  last  year. 

The  Koreans  are  invading  other  ma- 
jor markets  as  well.  The  Japanese  are 
importing  Korean-made  goods  in  rec- 
ord volumes.  Last  year,  for  the  first 
time  in  recent  memory,  Korea's  trade 
deficit  with  Japan  actually  shrank 
somewhat  (to  $5.2  billion).  Korean  ex- 
ports to  Europe,  too,  are  surging,  as  is 
Korea's  trade  with  China.  From  around 
$800  million  now,  Korean  exports  to 
China  should  grow  to  nearly  $3  billion 
by  1 99 1 .  As  these  and  other  markets  for 
Korean  manufactured  goods  develop, 
Korean  exporters  will  no  longer  focus 
as  heavily  on  the  U.S.  market. 

No  matter  how  one  interprets  the 
situation,  it  is  glaringly  and  disturb- 
ingly clear  that  there  is  a  new  and 
clever  player  on  the  world  industrial 
scene.  "I  have  a  dream,"  Lee  says,  "to 
build  Samsung  into  a  world-class 
company,  a  genuine  multinational." 
Are  our  multinationals  up  to  the  chal- 
lenge? That  remains  to  be  seen.  ■ 
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Field  Force 


The  Farmer  and 
The  Thoroughbred 
have  been  to  market. 
Last  year's  harvest 
was  so  good,  they  de- 
livered more  than  25 
million  tons  of  grain  and  grain  products— 
11.9%  more  than  in  1985. 

Norfolk  Southern  made  things  easy. 
When  the  crops  were  ready,  10,000  covered 
hopper  cars  were  available,  and  handling 
fast  at  loading  sites  large  and  small. 


Shippers  saw  just 
how  accommodating 
a  sales  team  can  be.  Pro- 
ducers saw  that  it  didn't 
take  a  bushel  of  money 
to  deliver  the  goods. 
Good  business  makes  the  partnership 
of  agriculture  and  rail  a  powerful,  growing 
force.  If  you're  in  the  field,  call  any  Norfolk 
Southern  sales  office. 

You'll  see  how  hard  The  Thoroughbred 
works  around  the  farm. 


7 


NORFOLK 
SOUTHERN 


It's  not  only  Korea 's  giants  that  have  global 
ambitions.  Consider  the  plans  of  Korea's 
leading  furniture  maker,  Wee  Sang-sik. 

"I  want  to 
be  the  Toyota 
of  furniture" 


By  Andrew  Tanzer 


BIF Korea's  founder  Wee  Sang-sik,  m  hubou  headquarters 

"The  Japanese  [furniture}  industry  is  totally  uncompetitive." 


As  we  sit  down  for  an  interviev 
in  his  spartan  office  in  Inchon 
i  South  Korea,  Wee  Sang-sil 
pulls  out  a  recent  Forbes  article  abou 
Herman  Miller,  Inc.,  the  second-big 
gest  U.S.  office  furniture  make 
(Forbes,  Alar.  27).  In  a  derisory  tone 
Wee,  who  is  the  founder-president  o 
Borneo  International  Furniture  Co 
reads  a  passage  in  which  Miller  execu 
tives  profess  to  be  unconcerned  abou 
BIF  Korea's  entry  into  the  U.S.  Wei 
finds  that  lack  of  concern  promising. 

"My  competitors  will  be  Hermai 
Miller  and  Steelcase,"  vows  Wee,  a 
he  describes  his  plans  to  expand  ag 
gressively  in  the  U.S.  "In  the  future 
furniture  will  be  like  cars,  ties,  neck 
laces — the  same  all  over  the  world 
want  to  build  BIF  into  the  Toyota  o 
furniture." 

One  of  Korea's  boldest  and  mos 
creative  businessmen,  Wee,  57,  per 
sonifies  the  smaller-scale  entrepre 
neur  on  whom  Korea  is  increasingly 
depending  to  create  hundreds  of  thou 
sands  of  new  jobs  annually  and  reduc 
the  economy's  dependence  on  a  few 
enormous  conglomerates  (see  preced 
iug  story)  BIF  produces — for  botl 
home  and  office — straight-line,  con 
temporary  Italian-designed  furnituri 
in  a  highly  automated  factory  set 
rice  paddies  just  outside  Inchon,  siti 
of  General  MacArthur's  heroic  land 
ing  during  the  Korean  War.  Last  yea 
BIF  earned  $3.5  million  aftertax  or 
sales  of  $83  million,  excluding  over 
seas  affiliates'  sales.  The  compan) 
projects  sales  will  surge  75%  thi; 
year,  to  $145  million,  as  exports  near 
ly  double,  to  $30  million,  followinj 
47%  growth  last  year. 

BIF  is  the  market  leader  in  Korea  an( 
Hong  Kong.  More  surprising,  it  alsc 
already  has  a  big  presence  in  southe 
California,  where  the  company  has 
opened  19  stores.  Wee  will  soon  devel 
op  retail  networks  in  the  New  York 
area  and  then  move  on  to  Philadelphia, 
Chicago  and  Dallas.  The  first  Tokyo 
showroom  will  open  in  May. 

Wee's  emphasis  everywhere  will  be 
on  the  mass  market.  "Herman  Mille 
sells  to  Wall  Street  and  IBM,"  say 
Wee,  "but  that's  not  where  the  vol 
ume  is."  BIF  will  not  only  underprio 
competitors,  he  adds,  but  offer  quick- 
er delivery  and  service  features  lik 
free  CAD-generated  office  layouts. 

Wee  has  had  an  unusual  career.  In 
1950,  at  the  start  of  the  Korean  War, 
he  left  elite  Seoul  National  Universi- 
ty to  be  an  interpreter  for  the  U.S. 
Army,  interrogating  prisoners  of  war 
(Wee  speaks  impeccable  English  and 
lapanese).  After  almost  seven  years 
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"All  you  do  is  kiss  your  social  life  goodbye.  You  put 
lything  that  even  looks  like  fun  on  hold.  And  you  go 
work.  And  when  you're  finished  working,  you  work 


me  more. 


"But  that's  OK,  because  when  you're  a  winner,  it's 
>ur  life  to  come  back  and  win  again.  So  you  get  in 
ere  and  give  it  everything.  Then  you  reach  down  in 
ur  heart — and  give  it  some  of  that,  too. 


"That  is  commitment,  my  friends,  and  without  it 
you  can't  even  think  about  a  comeback.  The  people  at 
Frank  B.  Hall  know  what  I'm  talking  about.  They've  had 
one  hell  of  a  comeback  trail. 

"Listen,  comebacks  are  something  I  know  about.  So 
I've  got  some  advice  for  the  'experts'  who  doubted  Hall 
could  do  it.  Never  underestimate  a  comeback  artist.  There's 
a  strength  there  that's  got  nothing  to  do  with  muscles." 


r^v'"  .  ^3 


i.  Vi 


l  International  leader  in  providing  insurance  and  reinsurance  brokerage, 
lployeiebenents  consulting,  and  risk  management  services. 

ank  B.  Hall  &  Co.  Inc. 

»9  Pleasantville  Road  Briardiff  Manor,  NY  10510  (914)  769-9200 


Kodak  makes  more  film,  and  more  kinds  of  film,  than  anyone, 
anywhere.  But,  in  this  digital  era,  other  imaging  mediums 
are  emerging.  And  Kodak  has  become  equally  adept  with 
every  one  of  them. 

Verbatim,  a  Kodak  company,  already  offers  floppy  disks 
with  ten  times  the  capacity  of  ordinary  disks.  And,  together, 
we're  working  to  increase  that  by  a  factor  often. 

Laser  optical  disks,  one  of  which  can  hold  as  much 
information  as  6,000  floppy  disks,  are  already  reality  at  Kodak. 
The  highest-capacity  highest-performance  optical 
disks  anywhere.  We're  also  introducing  the  first  practical 
erasable  optical  disk  for  personal  computers.  With  a  capacity 
of  50  megabytes  per  side. 

Even  electronic  microcircuits  could  be  called 
imaging  mediums,  and  we  make  many  of  our  own.  In  fact, 
Kodak  was  a  pioneer  in  microcircuit  technology. 

Just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  7 800  445-6325,  Ext.  960. 


he  new  vision  of  Kodak 


Eastman  Kodak  Company,  1987 


with  the  military  and  a  series  of  odd 
jobs,  Wee  joined  a  Korean  timber  im- 
porter in  the  early  1960s.  He  spent 
several  months  of  the  year  sizing  up 
timber  in  the  jungles  of  Borneo. 

In  1 966  Wee  founded  his  own  compa- 
ny to  import  logs  from  Borneo — hence 
Borneo  International  Furniture's 
name — for  Korean  sawmills  and  ply- 
wood factories.  In  1969  he  moved  into 
furniture,  becoming  the  first  to  mass- 
produce  furniture  in  Korea.  But  in  this 
he  was  premature.  "Korean  people  con- 
demned us,"  he  recalls,  "because  they 
thought  furniture  had  to  be  handmade 
by  craftsmen." 

In  1972,  with  BIF  sliding  into  bank- 
ruptcy, the  Korea  Exchange  Bank  as- 
sumed management  and  tossed  out 
Wee.  The  bank  tried  to  sell  BIF.  "No- 
body would  buy  it,"  remarks  Wee, 
who  had  gone  back  to  night  school. 
"It  was  a  corpse." 

In  1977  Korea's  minister  of  finance 
gave  Wee  special  permission  to  retake 
control  of  BIF.  He  gallantly  returned 
to  the  Inchon  factory,  which  is  now 
the  largest  and  most  automated  furni- 
ture factory  in  Asia.  By  this  time,  Ko- 
rean consumers,  grown  richer  and 
more  cosmopolitan,  began  snapping 
up  BIF's  space-efficient,  stylish  Euro- 
pean furniture  for  the  office  and  apart- 
ment buildings  going  up  around  the 
peninsula.  BIF's  sales  took  off,  and 
Wee  soon  grabbed  15%  to  20%  of  the 
furniture  market. 

Typical  of  Korean  manufacturers' 
determination  to  compete  against  the 
Japanese,  not  only  on  cost  but  on  styl- 
ish design  and  brand-name  recogni- 
tion, Wee  turned  to  Italy  for  his  de- 


signs. "All  the  new  fashion  ideas  in 
furniture  come  from  Italy,"  he  main- 
tains. Five  Italian  furniture  techni- 
cians, hired  away  from  the  Italian  fur- 
niture industry,  now  work  at  BIF's 
Inchon  plant.  BIF  also  maintains  a 
listening-post  office  in  Milan,  li- 
censes Italian  designs  and  hires  Ital- 
ian consultants  to  develop  new  mod- 
els. "We  can  reach  Italian  quality  in 
two  or  three  years,"  predicts  Wee, 
"and  Italian  design  capability  in  four 
or  five  years."  In  the  meantime,  BIF's 
$2.20-an-hour  factory  labor  rates  and 
its  own-store  distribution  enable  it  to 
compete  aggressively  on  price. 

BIF  began  exporting  furniture  in 
1979.  But  Wee  quickly  grew  to  dislike 
selling  under  other  people's  names, 
because  distributors  were  taking  fat 
margins  and  giving  him  orders  for 
small  batches  of  many  different  styles 
of  furniture.  So  he  decided  to  sell  un- 
der the  BIF  Korea  name  and  to  open 
his  own  showrooms  and  stores. 

In  1980  he  opened  the  first  of  five 
showrooms  in  Hong  Kong.  "I  wanted 
to  test  my  quality  and  prices,"  he  ex- 
plains. "I  didn't  have  enough  guts  to 
go  directly  to  America."  This  year 
Wee  expects  to  sell  $20  million  worth 
of  furniture  and  earn  $2  million  in 
Hong  Kong,  where  little  BIF  is  one  of 
the  best-known  Korean  companies. 

In  1981  Wee  picked  Los  Angeles  as 
his  first  beachhead  in  the  U.S.  because 
of  the  city's  300,000-member  Korean 
community.  Wee  says  he  blundered 
in  that  city  by  expanding  too  fast  and 
by  selling  franchises  to  Korean  na- 
tionals with  little  knowledge  of  furni- 
ture. BIF  has  recently  bought  out  most 


of  the  franchises. 

"At  first,  only  Korean  customd 
would  buy  our  furniture,"  says  Wt 
"It's  been  hard  convincing  America 
that  our  kind  of  furniture  is  suitable 
But  as  living  and  working  spaces  ha : 
grown  smaller  and  more  expensiy, 
the  less  bulky  European-style  fun- 
ture  has  become  fashionable  aero; 
the  country,  and  Wee  has  spent  heat- 
hy to  promote  the  BIF  name  in  medi 
ranging  from  the  Los  Angeles  Times  » 
freeway  billboards.  Korean  shoppe; 
now  account  for  only  25%  of  BII, 
sales  in  southern  California. 

BIF  is  building  a  $15  million  facto 
in   Lancaster,    Calif,    to   supply   tl 
southern     California     market.     A 
though  labor  costs  will  be  three  tim 
the  rate  in  Inchon  (where  a  secoti  i 
factory  is  going  up),  BIF  will  save  c 
timber  prices,  transport  costs  and  ir 
port  duties.  BIF  will  also  export  fum 
ture  from  its  California  plant  to  Japi   i 
because,  says  Wee,  it  costs  less  thz   i 
half  as  much  to  ship  containerize   I 
cargo  from  Los  Angeles  to  Yokohanl  j 
(two  weeks'  sailing  time)  than  froi   I 
Pusan  to  Yokohama  (two  days)  b    | 
cause  of  a  lower  level  of  westbour   | 
freight. 

"Japan  is  a  bigger  potential  mark< 
than  the  U.S.  because  traditional  Jap.: 
nese  furniture  is  dying  out,"  say 
Wee,  who  usually  dresses  in  a  Jap. 
nese-style,  blue-collared  compan 
uniform.  "The  Japanese  [furniture]  ir 
dustry  is  totally  uncompetitive.  Jap; 
nese  furniture  is  rubbish." 

U.S.  furniture  makers  may  ignoi; 
this  striving  Korean  businessma 
only  at  their  peril.  ■ 


italogs  m  a  BIF  Los  Angeles  showroom 
aper.  Wee  figures,  to  ship  from  Los  Angeles  to  Yokohama  than  from  Pusan  to  Yokohama. 
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On  the  Docket 


\n  Alabama  court  decision  has  those  liti- 
gation-hungry lawyers  drooling. 

Come  and  get  it, 
fellows 


By  Laura  R.  Walbert 


Dow  stupid  can  a  court  get? 
Thanks  to  a  startling  decision 
by  the  Supreme  Court  of  Ala- 
bama, managers  of  trusts  in  that  state 
are  about  to  be  besieged  by  suit-happy 
lawyers. 

The  lawyers  smell  blood  because  of 
the  misguided  way  in  which  the  court 
has  used  a  hoary  common  law  doc- 
trine known  as  the  "prudent  man 
rule."  Basically,  the  rule  holds  that 
anyone  serving  as  a  fiduciary  must 
use  conservative  and  cautious  busi- 
ness judgment  in  his  investment  deci- 
sions. Thus,  it's  okay,  for  exam- 
ple, to  invest  Uncle  Willie's  for- 
tune in  the  stocks  of  the 
Dow       industrials — 


even  if  the  market  for  blue  chips  is 
slumping.  But  woe  to  the  fiduciary 
who  invests  instead  in  some  hot  bio- 
technology wonder  stock  that  later 
collapses. 

The  idea  behind  the  prudent  man 
rule  is  generally,  of  course,  to  preserve 
capital  even  at  some  risk  to  growth. 
That  makes  sense  enough  in  times  of 
low  or  no  inflation,  but  mere  preser- 
vation of  nominal  capital  can  lead  to 
loss  of  real  capital  when  the  dollar 
sinks  in  purchasing  power.  Some 
cases  have  held  that  failing  to  try  to 
maintain  purchasing  power  can  also 
constitute  imprudent  investment  de- 
cision making. 

During  the  double-digit  infla- 
tion of  the  1970s  the  pru- 
dent   man   rule    al- 


lowed stodgy  bank  trust  departments 
to  do  a  tidy  business  investing  in 
stocks  whose  futures  were  behind 
them  and  bonds  that  steadily  lost  val- 
ue while  allegedly  riskier  invest- 
ments like  precious  metals  or  even 
small-company  stocks  skyrocketed. 

So  the  current  move  by  Alabama's 
major  banks  to  change  the  rule  is  to  be 
commended — but  credit  self-interest. 
The  Alabama  courts  have  taken  the 
banks  to  task  on  the  issue  of  the  pru- 
dent man  rule  lately,  and  the  banks 
have  paid  through  the  nose.  Here's 
what  happened  most  recently. 

In  October  the  Supreme  Court  of 
Alabama  upheld  a  trial  judge's  deci- 
sion that  the  trust  of  the  late  Marion 
Beirne  Spragins  Sr.  had  been  misman- 
aged. The  primary  offense?  Lack  of 
diversification.  It  seems  that  Spra- 
gins' designated  trustee,  the  First  Ala- 
bama Bank  of  Huntsville,  had  simply 
followed  the  old  man's  wishes  as  al- 
lowed for  in  his  will  and  kept  70%  to 
75%  of  his  $536,000  estate  in  the 
stock  of  First  Alabama  Bancshares, 
the  holding  company  of  the  Hunts- 
ville bank  where  Spragins  had  served 
as  president  or  chairman  since  1935. 

The  fact  that  the  investment  grew 
by  a  healthy  12%  annually  during  the 
period,  1974  to  1983,  meant  nothing 
to  Spragins'  heirs,  who  argued  that  if 
the  trustees  had  simply  scattered  the 
money  through  T  bills  and  the  S&P 
500,  they  would  have  done  much  bet- 
ter. A  parade  of  helpful  "experts"  was 
brought  forth  to  tell  the  court,  with 
seemingly  20/20  hindsight,  exactly 
where  and  how  the  money  should 
have  been  invested.  The  sagely  nod- 
ding justices  agreed,  and  awarded 
Spragins'  heirs  $764,784  in  damages 
and  interest,  plus  court  costs — to  be 
paid  by  the  bank. 

"Perfect  market  timing  was  permit- 
ted," says  L.  Burton  Barnes  III,  general 
counsel  to  First  Alabama  Bancshares. 
Adds  N.  Lee  Cooper  of  the  Birming- 
ham law  firm  Maynard,  Cooper,  Frier- 
son  &  Gale,  "It's  an  incredible  deci- 
sion. Now  it  doesn't  matter  how 
much  money  you  make  for  someone 
if  some  expert  can  testify  that  you 
could  have  made  more." 

Will  the  Alabama  court's  action 
provoke  similarly  misguided  deci- 
sions from  other  jurisdictions?  One 
hopes  not.  California,  Minnesota  and 
Delaware  have  scrapped  the  common 
law  approach  by  passing  legislation 
that  focuses  on  "total  portfolio  strate- 
gy" rather  than  ranking  each  security 
on  a  scale  of  speculative  to  safe — the 
basic  prudent  man  approach.  The 
American  Law  Institute  agrees,  and  is 
preparing  a  restatement  of  the  rule  for 
other  states  to  follow.  ■ 
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SPECIAL  ADVERTISING  SUPPLEMENT 


For  16  years,  Albany's  historic  Union 
Railroad  Station  had  stood  vacant.  The 
former  station's  polished  marble 
floors  and  ornate  chandeliers  still 
hinted  at  an  earlier  era  when 
railroading  was  a  major  force  in 
the  New  York  economy. 

But  now  the  refurbished  station 
is  a  downtown  landmark  come  alive 
as  the  corporate  headquarters  of  a 
major  eastern  banking  organization. 

The  thriving  building  reflects  the 
resurgence  in  New  York's  economic 
fortunes,  for  like  the  railroad  station,  the 
Empire  State  itself  has  undergone  a  thorough 
going  revitalization  in  the  1980s.  And  the 
state's  role  in  the  station's  renovation  reflects  state 
government's  involvement  in  the  economic  turn- 
around. Following  several  years  of  careful  attention  to 
costs  and  incentives,  to  taxes  and  attitudes.  Governor  Mario 
Cuomo  points  out  that  "there  are  now  one  million  more  people  at 
work  in  New  York  than  five  years  ago.  Our  unemployment  rate 
was  down  to  a  16-year  low  of  4.8<7r  in  1987.  well  below  the 
national  average  of  6.2<7r.  We  ranked  second  in  the  develop- 
ment of  new  businesses  last  year,  with  nearly  20.000  new  starts. " 

Vincent  Tese.  New  York  State  Director  of  Economic 


Development,  adds  that  "the  perform 
ance  of  New  York  State's  economy 
1987  was  impressive.  Growth  in  pi-  i 
sonal  income  continued  to  be  we .i 
above  the  national  average.  And 
construction  activity  was  at  a 
record  level." 

The  Empire  State's  econo- 
my— which  would  rank  among  thi  ,1 
world's  largest  if  New  York  were  <M 
country — is  built  on  a  highly  divers 
fied  economic  base.  New  York  is 
home  to  more  leading  companies  than 
any  other  state,  yet  440,000  small  busi- 
nesses provide  about  half  of  the  state's  privt 
sector  jobs.  The  fast-growing  services  secto 
provides  about  2.2  million  jobs,  27%  of  total 
employment.  An  additional  800,000  jobs  are  in 
finance,  insurance,  and  real  estate  services.  These 
"include  a  significant  proportion  of  high-paying  professiorl 
and  technical  occupations — not  the  low-end  unskilled  job 
which  characterize  the  service  industries  in  many  other 
geographical  areas,"  Tese  says.  Meanwhile,  some  30,00( 
manufacturing  firms  employ  1.2  million  people.  And  Nc 
York  has  4 1 .000  farms  known  especially  for  their  dairy 
products  and  fruit. 


Summer  Stock  ■  Canoeing  ■  Deep  Sea 
•  Niagara  Falls-  Zoos-  Canyons-  CavJ 
Bed  and  Breakfast- Wineries- West  F 
s-  Boating -1800  Islands- Am  usemer 
■  Swim  -  White  Water  Rafting  -  Fort  Tic 
Horse  Racing  -  County  Fairs-  N  ature 
r  Museums  -  State  Parks  -  Covered  Br 
Historic  Mansions-  Baseball  Hall  of  F 

-  Dude  Ranches  -  Sail  -  Country  Inns  - 
Fish  -  Hang  Gliding  -  Art-  Gourmet  Dir 
■Ocean  Beaches  -  State  Fair-  History 
Hotels  -  Mountains  -  Water  Ski  -  Cultui 

-  Resorts  -  Antiques  -  Erie  Canal  -  Wati 
Tennis  -  Golf  -  C  amp  -  Music  -  Relax  -  S 

-  Ethnic  Festivals  -  Dre  am  -  Excitemei 
Hike  -  Rock  Climbing  -  W  d  Surf  -  Dis 
Adventure  -  Spas  -  Nightlife  -  Crafts  -  T 

If  you  can  think  of  it  you  can  can  -i-soo-i-love  ny,  Ext.  883 

do  it  in  New  York  State  this  [~l^]tfY^^CATldNS-_l 

Summer.  Treat  yourself  to  a 

vacation  that  has  something 

for  everyone.  Call  or  write 

now  for  our  free  I  Love  NY 

Vacations  Kit.  New  York  has 

whatever  you're  looking  for. 

And  more... 


010  883 

I  am  interested  in  additional  information  on  these 

specific  regions  (select  up  to  3): 

A      Adirondacks  H  Hudson  Valley 

C      Calskills  L  Long  Island 

D      Central-  M  Niagara  Frontier 

Leatherstocking  N  New  York  City     J  M )      „         D  '^  E 

E      Capital-Saratoga  S  Chautauqua- 

F       Finger  Lakes  Allegheny 

016      I  am  also  interested       T  I  1000  Islands-Seaway 
in  camping 

0  1988  New  York  State  Dept.  of  Economic  Development 


Mail  to:  New  York  State  Vacations,  P.O.  Box  580, 
Latham,  New  York  12110 

(Please  Print) 

Name 

Address Apt.  « 

City 

State Zip  Code 

Phone (  ) 
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newyori    mm 


"New  York. 

It's  not  just  where  I  work, 

it's  where  I  belong" 

The  energy  of  New  York,  the  pace,  the  excitement.  You  want 
to  be  in  New  York,  but  running  a  business  here  can  be  tough. 

Con  Edison  understands.  So  we  developed  Project  Appleseed. 
If  you  start,  relocate  or  expand  your  business  in  certain  areas  of 
New  York  City  and  Westchester  County,  you  could  be  eligible  for 
reductions  of  up  to  30%  on  your  electric  bills  and  21%  on  your 
gas  bills. 

And  you  could  qualify  for  further  electric  and  gas  savings 
through  New  York  City's  own  Energy  Cost  Savings  Program. 

Project  Appleseed.  Because  we  want  your  business.  Here. 
In  New  York.  For  more  information,  call  John  Manak  at 
(212)  460-4000,  or  write  to  him  at  Con  Edison,  Area  Development, 
4  Irving  Place,  New  York, 


New  York  10003. 


PhSSR  project 

tGISOn  APPLESEED 

THE  ENERGY  OF  NEW  YORK 


It  wasn't  always  so.  Beginning  in 
the  60s,  the  American  economy  expand- 
ed to  the  West  and  South  with  many 
industrial  facilities  and  jobs  following 
the  sun.  Recognizing  these  trends, 
New  York  responded  with  an  aggressive 
effort  to  retain  and  attract  industry  and 
it  has  paid  off.  Says  Governor  Cuomo: 
"Working  in  bipartisan  partnership 
with  the  legislature,  with  the  business 
community,  with  local  governments, 
upstate  and  downstate,  we  have  brought 
New  York  from  weakness  to  recovery 
to  a  great  resurgence. ' ' 

The  state's  leaders  sought  to  build 
on  New  York's  fundamental  economic 
attractions  through  a  variety  of  eco- 
nomic development  programs.  The  mile 

Omnibus  Economic  Develop- 
ment Acl  of  1987  focused  these  pro- 
i  newly  created  Department 
nic  Development.  Commis- 
.  as  charged  with  coordi- 

mic  development  agen- 
one  stop  shopping  for 
I    .■   issistance. 

i  Enterprise  Devel- 
endent  Washington 


think-tank,  awarded  New  York  State  a 
grade  "A",  ranking  it  among  the  top 
four  states  in  economic  development 
policies. 

Almost  every  part  of  the  state  has 
shared  in  the  recent  economic  growth. 
New  York  City,  of  course,  has  contin- 
ued to  strengthen  its  role  as  the  capitol  of 
capital,  a  global  center  for  finance  as 
well  as  communications,  fashion,  and 
publishing.  The  city  gained  41,000 
new  jobs  in  1987.  And,  contrary  to  earli- 
er negative  predictions,  economists  are 
now  projecting  a  net  addition  of  10,000 
jobs  in  Neu  York  City  in  1988.  At  the 
same  time.  New  York  City's  suburbs 
continue  to  prosper,  and  so  do  the  met- 
ropolitan areas  of  Syracuse,  Rochester 
and  Albany. 

In  western  New  York,  some  23  or- 
ganizations have  come  together  to  form 
the  unique  Metropolitan  Buffalo  Alli- 
ance, in  which  local  agencies  work 
closely  with  the  state  in  promoting  the 
economic  attractions  of  their  area.  Ran- 
dall J.  Brown,  chairman  of  the  Alli- 
ance, says.  "We've  had  a  significant 
turnaround  in  the  economic  circum- 


stances in  Buffalo.  During  the  15-ye< 
period  1971  to  1986,  we  had  a  35% 
decrease  in  manufacturing  employme 
but  we  had  a  29%  increase  in  financi; 
services  employment  and  a  55%  incre 
in  business  and  professional  services 
employment,  which  has  surpassed  thi 
loss  of  manufacturing  jobs.  And  our 
manufacturing  base  has  gone  through 
significant  transition  as  remaining 
manufacturers  have  identified  new 
niches  and  markets  and  we  have  a 
much  more  diverse  manufacturing  ba 
which  bodes  well  for  the  future." 

Throughout  the  state,  businesses  ir  I 
need  of  financing  can  turn  to  a  number, 
public  sector  sources,  including  the 
$600  million  available  through  the  Jo 
Development  Authority.  "We  call  it 
the  state's  economic  development  ban, 
because  it  is,  in  fact,  a  bank,"  says 
Commissioner  Tese,  who  also  chairs  t 
JDA.  In  its  25  years  the  JDA  has  mad 
nearly  1,800  loans  for  projects  with  a  to 
cost  of  more  than  $1.5  billion. 

The  Urban  Development  Corpora 
tion  provides  another  important  source 
financing.  UDC  projects  range  from 
the  largest  urban  centers  to  the  smalle 
rural  communities,  and  many  projects 
are  not  financially  or  organizationally 
feasible  for  the  private  sector  alone. 
They  include  civic  projects  such  as 
downtown  and  commercial  develop- 
ment programs,  stadiums,  cultural  an<  I 
convention  centers,  and  university  re-  I 
search  facilities.  Many  other  program  J 
exist  to  help  businesses  of  all  sizes, 
including  minority  and  women-ownec  | 
enterprises. 


OPPORTUNITY  ZONES 


New  York  State  offers  a  wide  ar- 
ray of  incentives  to  businesses  that 
expand  or  relocate  (from  out-of- 
state)  into  one  of  its  new  Economic 
Development  "Opportunity"  Zones. 

These  include  utility  tax  reduc- 
tions, tax  credits  on  wages,  invest- 
ment tax  credits,  sales  tax  exemp- 
tions for  construction,  aid  to  recruit 
workers,  and  first  call  on  state  loan 
programs. 

There  are  10  zones  in  New  York 
State  —  in  Brooklyn,  Queens,  the 
Bronx,  Long  Island,  Troy,  Glovers- 
ville,  Syracuse,  Lackawanna,  Og- 
densburg,  and  Olean/ Allegany. 

Nine  more  zones  will  be  designat- 
ed this  year. 
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NEW  YORK    BUSNES5 


The  state  has  also  aggressively  re- 
imped  its  tax  structure.  "Our  nominal 
jrporation  tax  rate — nine  percent  of 
;  ;t  income — appears  relatively  high," 

:ese  says,  "but  many  special  features 
four  tax  law,  particularly  those  con- 
jrned  with  determining  net  income 
llocable  to  the  state,  result  in  a  signifi- 

;  antly  lower  effective  rate  for  many 
orporations."  Moreover,  New  York's 
lvestment  tax  credits  and  R&D  cred- 
s  are  among  the  most  generous  offered 

iy  any  state.  On  personal  taxes,  too, 
le  picture  is  changing.  "A  decade  ago 
it  did  have  the  highest  personal  in- 

lome  tax  among  the  50  states,"  Tese 
ays.  "But  a  series  of  tax  cuts  under 

.lovernor  Cuomo,  culminating  in  last 
ear's  $4.5-billion  tax  reduction  and 

inform,  have  reduced  the  maximum  tax 
ate  from  15%  to  8.375%  this  year  and 

|o  7%when  fully  effective  in  1990." 

(Richard  M.  Flynn,  chairman  of 
le  New  York  Power  Authority,  says, 
'A  reliable,  economical  electricity 
upply  is  among  New  York  State's  stron- 
gest selling  points  for  industries  plan- 
dng  to  relocate  or  expand.  Few  assets 


FROM  RECOVERY  TO  RESURGENCE 

Direct  assistance  from  New  York 

•  Financing  for  the  nation's  larg- 

State —  in  financing,  infrastructure  im- 

est convention  center  —  the  Ja- 

provements,  job  training  and  other 

vits  Center  in  Manhattan  —  and 

areas  —  has  helped  keep  major  compa- 

Fordham Plaza  in  the  Bronx. 

nies  thriving  here,  while  attracting 

•  Helping  to  create  the  New  York 

new  businesses  from  out-of-state. 

State  Education  &  Research 

Some  highlights: 

Network. 

•  Rail  improvements  and  job 

•  Financing,  expedited  approvals 

training  for  GM  in  Tarrytown. 

for  new  Syracuse  University  R 

•  Equipment  financing,  job  train- 

& D  Center. 

ing  for  Moog  in  western  New 

•  Financing  to  bring  an  Ireland- 

York. 

based  food  processor  —  Freezer 

•  Financing  a  major  consolida- 

Queen —  to  Buffalo. 

tion,  relocation,  for  Dresser- 

Note:  In  1987,  State  Economic 

Rand  in  the  Southern  Tier. 

Development  agencies  participated  in 

•  Construction  financing  for 

354  projects  in  60  counties,  with 

Bausch  &  Lomb  in  Rochester. 

a  total  investment  of  $161.3  million. 

have  been  more  important  to  New 
York's  efforts  to  overcome  competitive 
challenges  from  other  states  and  coun- 
tries." The  non-profit  Power  Authority 
supplies  more  than  a  third  of  New 
York's  electricity;  seven  investor-owned 
utilities  provide  the  rest.  All  are  com- 


mitted to  using  low-cost  energy  as  an 
economic  development  tool. 

At  the  Power  Authority,  Flynn  says, 
"I've  tried  to  assure  that  allocation  of  our 
economical  electricity  to  industry  is 
directly  linked  to  job  creation  and  protec- 
tion. Before  we  provide  the  power  to  a 


Taking  off 
today 
with  the 
help  of 
JDA 


Schweizer  Aircraft  of  Elmira.  in  the  aircraft  industry  since  1939,  began 
building  helicopters  in  1983  with  the  assistance  of  a  loan  from  the 
New  Vbrk  Job  Development  Authority. 

JDA,  which  has  provided  more  than  $500,000,000  in  loans  and 
loan  guarantees  to  over  1700  New  York  companies,  is  proud  to  be 
an  important  contributor  to  New  York  State's  economic  resurgence. 

JDA  can  help  you  finance  buildings,  machinery  and  equipment  to 
start  a  new  business,  expand  an  existing  enterprise,  or  retool  to 
maintain  a  competitive  edge. 

Please  use  the  response  card  for  further  information. 


STATE  OF  NEW  YORK 

Mario  M.  Cuomo 

Governor 

Vincent  Tese 
Director  of  Economic  Development 


NEW  YORK 
JOB  DEVELOPMENT 
__  *■"  AUTHORITY 
Robert  T  Dormer.  President 

605  Third  Avenue 

New  York,  NY  10158 

(212)818-1700 


New  York  State's  Economic  Development  Bank 
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NEW  YORK    WStm 


company,  we  want  a  commitment  in 
terms  of  jobs."  Meanwhile,  in  New 
York  City,  John  R.  Manak,  manager  of 
area  development  at  Consolidated  Edi- 
son, notes  that  "nearly  a  decade  ago,  we 
developed  a  program  to  reduce  electric 
and  gas  rates  in  special  areas."  Now, 
Project  Appleseed  provides  discounts 
as  steep  as  25%  in  specific  parts  of  Con 
Edison's  service  area — the  five  bor- 
oughs of  New  York  City  plus  Westches- 


ter County — as  well  as  to  businesses 
that  reoccupy  vacant  buildings  or  operate 
in  newly  constructed  commercial  or 
industrial  structures. 

These  programs  have  created  or  re- 
tained more  than  50,000  jobs.  "It's  been 
an  incredible  success,"  Manak  says. 
"Con  Ed's  approach  has  been  copied 
by  about  30  utilities  around  the  country 
in  one  form  or  another,  and  it  was 
singled  out  for  an  award  from 


By  Mario  Cuomo 


How  to  grow 
plants 


Choose  a  good  climate. 
New  York's  business 
climate  is  exceptionally 
fertile.  Plants  grow  in 
every  corner  of  the  state, 
from  printing  plants  on  the 
Niagara  frontier  to  aircraft 
plants  on  Long  Island. 
Why  New  York?  A  lot  of  reasons.  Access  to  some  of 
the  biggest  markets  in  the  world.  An  extraordinary  work 
force.  (Did  you  know  that  New  York  is  one  of  the  top 
states  in  productivity?)  Very  favorable  tax  treatment. 
And  low-cost  electricity  from  the  New  York  Power 
Authority. 

The  New  York  Power  Authority  has  special  incentive 
programs  for  companies  that  plant  their  roots  in  New 
York,  or  branch  out  here. 

Plants  flourish  in  New  York.  And  so  do  company  head- 
quarters as  well  as  back-office  operations. 

To  get  more  information,  contact  Michael  Woods,  Vice 
President,  Economic  Development,  New  York  Power 
Authority,  10  Columbus  Circle,  New  York,  NY  10019. 
3lant  your  roots  here.  You'll  be  in  good  company. 


NewYork  Power 
Authority 


President  Reagan  in  1985." 

These  and  other  programs  and  in- 
centives serve  only  to  reinforce  som< 
fundamental  attractions  of  the  Empii 
State.  New  York  is  at  the  center  of  a 
massive  market.  Half  the  total  popul 
tion  of  both  the  U.S.  and  Canada  livi 
within  750  miles  of  central  New  Yor 
The  state  has  outstanding  transportat 
connections.  There  are  abundant  air 
and  rail  linkages,  and  shippers  not  01/ 
have  the  massive  facilities  of  the  Por 
of  New  York  but  also  America's  "foil 
coast"  —  the  St.  Lawrence  Seaway. 
And  Governor  Cuomo's  Rebuild  Ne1 
York  Program  is  providing  $7  billior 
in  highway,  bridge  and  port  improve1 
ments. 

New  York  can  also  boast  about  its 
labor  force,  whose  manufacturing  pn 
ductivity  (ranked  second  in  the  natiof 
is  23%  higher  than  the  50-state  avera:. 
As  a  result  of  the  new  Economic  De- 
velopment Skills  Training  Program, 
Tese  notes,  "We're  training  people  t: 
way  our  business  community  tells  us 
they  need  to  be  trained. ' '  The  state  h; 
an  especially  solid  base  for  developir 
new  and  expanded  high-tech  industii 
and  for  training  the  personnel  they  re 
quire.  New  York  ranks  second  amonj 
states  both  in  terms  of  the  amount  of 
federal  R&D  money  received  ($800 
million)  and  in  the  amount  spent  ($1 
billion)  on  university  research.  New 
York's  40,000  graduate  students  in  sil- 
ences and  engineering  (more  than  anj 
other  state)  represent  a  tenth  of  the  na 
tional  total. 

It's  not  surprising  that  centers  of 
high-tech  now  abound  in  New  York. 
(Currently  some  4,400  high-technol- 
ogy firms  employ  over  400,000  peopl ) 
Rochester,  for  example,  home  of  the 
Rochester  Institute  of  Technology,  th ' 
University  of  Rochester,  Bausch  & 
Lomb  and  Kodak,  has  spawned  many 
start-up  companies  that  manufacture 
optic-  and  laser-related  products.  Sim 
larly,  there  is  a  "Ceramic  Corridor" 
bolstered  by  Corning  Glass  Works  an 
Alfred  and  Cornell  universities.  Buffi 
lo  is  currently  developing  a  high-tech 
base  as  a  result  of  efforts  to  make  the 
State  UniversistyofNew  York  at  Buffi i 
one  of  the  top  10  public  research  facil 
ties.  The  Metro  Buffalo  area  is  focusinji 
good  deal  of  its  economic  developmei 
initiative  on  manufacturing. 

To  capitalize  on  the  inherent  technc 
logical  strengths  of  its  various  regions 
the  state  designated  seven  major 
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research  universities  as  Centers  for  Ad- 
vanced Technology.  Each  is  a  coopera- 
tive research  and  development  facility 
focusing  on  a  specific  area  of  science 
and  technology  and  serves  as  a  focal 
point  for  the  formation  of  partnerships 
among  the  universities,  private  industry 
and  government.  The  CATs  have  re- 
ceived $21  million  through  the  state's 
Science  and  Technology  Foundation, 
which  has  been  leveraged  with  over  $57 
million  in  additional  matching  support 
from  private  industry  and  other  sources. 
In  their  brief  history  they  have  already 
produced  seven  spin-off  companies; 
been  responsible  for  19  patents  award- 
ed (28  more  pending),  published  over 
600  technical  papers  and  have  trained 
more  than  600  students  in  high-technol- 
ogy fields.  Notably,  they  have  become 
national  models  with  several  states  emu- 
lating New  York's  lead. 

The  state's  diversity  of  economic 
activity  is  paralleled  by  a  broad  scenic 
diversity.  New  York  encompasses  the 
ocean  beaches  of  Long  Island  and  the 
shores  of  two  Great  Lakes,  the  con- 
crete canyons  of  Manhattan  and  the  natu- 
ral "Grand  Canyon  of  the  East,"  the 
spectacular  Genesee  River  Gorge.  Early 
on,  New  York  became  a  leader  in  pro- 
tecting its  natural  heritage.  After  creating 
Adirondack  Park  and  declaring  it  "for- 
ever wild"  back  in  1 892,  for  example,  it 
continued  to  enlarge  it  over  the  years. 
Today  it  is  the  largest  wilderness  pre- 
serve in  North  America,  covering  an 
area  larger  than  the  state  of  Massachu- 
setts. Because  of  New  York's  wealth 
of  recreational  sites,  as  well  as  its  world- 
class  cultural  attractions  and  national 
historic  sites,  it's  not  surprising  that  tour- 
ism is  the  state's  second  largest  indus- 
try, generating  700,000  jobs  and  $17 
billion  in  revenue. 

The  attractions  aren't  just  for  visi- 
tors. Behind  all  the  economic  attractions 
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For  a  copy  of  the  resource  guide, 
New  York  State:  Opportunities  for 
Business,  write  to  Vincent  Tese,  Di- 
rector of  Economic  Development, 
1515  Broadway,  52nd  floor,  New 
York,  N.Y.  10036-8960. 

To  subscribe  to  the  newsletter, 
Opportunity  New  York,  write  Com- 
munications Office,  Department  of 
Economic  Development,  One  Com- 
merce Plaza,  Albany,  N.Y.  12245. 


and  incentives,  behind  the  cost-benefit 
calculations  and  sharp  pencils,  New 
York  continues  to  have  a  special  appeal 
because  of  the  lifestyles  it  offers.  "Qual- 
ity of  life  is  important  for  any  em- 
ployer," Tese  says,  "and  New  York 
State,  from  Long  Island  to  Niagara 
Falls ,  has  a  richly  varied  style  of  living . ' ' 
The  state  offers  everything  from  the 
quintessential  urban  experience  of  New 
York  City  to  cities  and  suburbs  of  all 
sizes  as  well  as  country  villages  and  quiet 


rural  living.  While  New  York  conjures 
up  images  of  skyscrapers  and  subways 
for  many  people,  85%  of  the  state  is 
rural  or  wild.  Perhaps  more  than  other 
states,  New  York  facilitates  combining 
life  styles;  each  weekend  many  city 
dwellers  head  off  to  the  countryside 
while  country  dwellers  seek  a  taste  of  the 
big  city.  • 

This  supplement  was  written  by  Sidney 
David,  a  New  York-based  freelance  writer. 
Designed  by  November  and  Lawrence,  Inc. 


Seeking  Economic  Development  assistance 
can  mean  a  lot  of  red  tape.  MBA,  the  Metro  Buffalo 
Alliance  for  Economic  Development,  has  been  speci- 
fically created  to  fast-track  critical  development 
information  and  give  you  direct  access  to  over  20 
regional  and  municipal  economic  development 
organizations  within  a  five  county  area  surrounding 
Metro  Buffalo. 

The  first  step  in  eliminating  "red  tape"  is  to  take 
a  look  at  our  tape. .  ."Buffalo  U.S.A."  It  explains  our 
rich  and  varied  resources,  remarkable  quality  of  life, 
and  more. 

Eliminate  red  tape  and  get  to  know  the  economic 
opportunities  in  the  Metro  Buffalo  Area  by  calling 
(716)  852-7160.  With  MBA,  your  corporate  growth 
doesn't  have  to  be  a  study  in  frustration. 
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METRO  BUFFALO  ALLIANCE  FOR  ECONOMIC  DEVELOPMENT 
107  Delaware  Avenue  •  Buffalo,  NY  14202  •  (716)  852-7160 

MBA  is  a  consortium  of  economic  development  organizations  representing  the  counties  of  Erie, 
Niagara.  Chautauqua,  Allegany  and  Cattaraugus. 


A  RATHER  TAXING  EXAM 

I  •  What  state  just  lowered  its  personal  income  taxes  by 
$4.5  billion? 

A)  New  York 

B)  New  Jersey 

C)  California 

D)  Massachusetts 

2  •  This  was  the  greatest  state  tax  cut  in: 

A)  1987 

B)  The  states  history 

C)  Any  state's  history 

D)  All  of  the  above 

3.  This  tax  cut  means: 

A)  Salaries  will  go  further 

B)  Disposable  income  will  increase 

C)  It  will  be  easier  to  attract  a  more  skilled  labor  force 

D)  All  of  the  above 


\'i  right.  New  York  State  cut  its  personal  income  taxes  more  than  any  other  state  ever.  By 

a\  income  taxps  will  have  been  cut  by  $4.5  billion,  to  their  lowest  rate  since  the  1950's. 
Minum  tax  rate  will  be  half  of  what  it  was  in  1980.  What's  more,  we've  even  lowered  our 

that  means  your  bi    mess  is  better  off  than  ever  before.  RE  WW  TwKwm  JlAI  E* 
>EPARTMENT  OF  ECONOMIC  DEVELOPMENT,  ONE  COMMERCE  PLAZA,  ALBANY,  NY  12245 


What's  a  giant  railroad  like  CSX  doing  in  ^^cSesNiScer^i£gbwS 
the    hotel    business?    Taking    Laurance 
Rockefeller's  former  resort  chain,  the  most 
exclusive  in  the  world,  and  expanding  fast. 


On  the  right 
track? 


By  Edwin  A.  Finn  Jr. 


On  a  postcard-perfect  penin- 
sula jutting  off  St.  John,  Laur- 
ance Rockefeller  opened  Ca- 
neel  Bay  as  a  resort  in  1952.  Ever 
since,  the  balmy  Virgin  Islands  retreat 
has  been  a  regular  stop  for  corporate 
chieftains,  diplomats  and  Hollywood 
stars.  Alan  Alda  battles  Mel  Brooks  on 
the  tennis  courts.  Former  Secretary  of 
State  William  Rogers  has  strolled  the 
beaches.  The  rates?  About  $500  a  day. 

Lately,  though,  light  conversation 
among  Caneel's  cosseted  clientele  has 
turned  a  bit  nervous.  "People  worried 
that  this  new  outfit  would  bring  in 
conventions  or  build  a  lot  more 
rooms,  and  that  could  ruin  the  inti- 
mate feeling  of  the  place,"  says  one 
guest  who  has  returned  to  Caneel  Bay 
14  years  running.  Only  half  joking,  he 
exclaims,  "My  God,  what  if  they  put 
phones  in  the  rooms?" 

The  cause  for  concern  is  CSX  Corp., 
the  Richmond,  Va. -based  railroad 
(1987  revenues,  $8  billion).  CSX 
bought  Caneel  Bay  two  years  ago, 
along  with  two  other  Rockefeller  re- 
sorts and  management  contracts  for 
three  more,  plus  the  New  York-based 
management  company,  Rockresorts, 
Inc.  What  does  a  railroad  company 
know  about  the  resort  business?  In 
the  case  of  CSX,  quite  a  bit.  After  all, 
the  railroad  company  has  owned  West 
Virginia's  historic  Greenbrier  Hotel 
for  78  years. 

"Mr.  Rockefeller  approached  us  be- 
cause he  wanted  a  big  company  that 
had  the  wherewithal  to  make  sure 
Rockresorts  would  be  around  for  a 
long  time,  and  he  also  was  looking  for 
a  company  that  had  some  experience 
in  the  resort  business  and  a  dedication 
to  quality,"  says  William  Pitt  III,  head 
of  CSX'  hotel  division.  Of  course,  it 
didn't  hurt  that  CSX  Chairman  Hays 


Watkins  had  been  sunning  on  Ca- 
neel's beaches  one  to  two  weeks  a 
year  for  some  15  years. 

So  far,  CSX  has  made  few  changes 
at  Rockresorts'  Manhattan  headquar- 
ters or  at  the  resorts  themselves.  A 
new  swimming  pool  was  built  in  Ca- 
neel and  20  rooms  were  added  at  the 
Little  Dix  Bay  resort  in  the  British 
Virgin  Islands.  Overall,  the  places  still 
seem  like  idyllic  summer  camps  for 


snorkeling  and  windsurfing  are  posted 
on  bulletin  boards  daily.  Room  ser- 
vice will  deliver  breakfast,  but  not 
lunch,  dinner  or  snacks.  The  food,  as 
you  might  expect,  is  excellent,  and 
the  beverages  more  likely  to  be  Bor- 
deaux than  bug  juice.  Nonetheless, 
guests  are  asked  to  tote  their  towels  to 
the  beaches — no  cabana  boys  to  pam- 
per you  here. 

CSX  insists  the  resorts'  simple 
character  won't  change.  But  its  busi- 
ness strategy?  Well,  that's  another 
matter.  Under  Laurance  Rockefeller, 
Rockresorts  had  been  in  a  slow- 
growth — some  would  even  say  no- 
growth — phase  for  nearly  a  decade. 
Now  CSX  wants  to  move  full  steam 
ahead.  One  new  Rockresort  is  in  the 
works  25  miles  outside  London  at  a 
country  estate  that  four  centuries  ago 
was  home  to  the  Archbishop  of  Can- 
terbury. Another  resort  is  planned  for 
Hawaii's  only  major  undeveloped  is- 
land, Lanai.  Both  are  joint  ventures, 
the  Hawaii  project  with  David  Mur- 
dock's  Castle  &  Cooke,  Inc.,  which 
owns  98%  of  Lanai's  acreage. 

More  projects  are  expected  to  fol- 
low. "We  could  have  25  Rockresorts 


Susan  Stcinkamp/Piciure  Group 


William  Pitt  III,  chairman  of  Rockresorts 
Demographics,  he  says,  are  on  his  side. 
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going  someday,"  says  Rockresorts 
President  Fred  Eydt,  who  runs  this 
expanding  empire  from  his  aerie  high 
in  Rockefeller  Center.  Besides  Caneel 
Bay,  Little  Dix  and  the  Rockresorts 
management  company,  CSX'  other 
Rockresorts  include  the  Cinnamon 
Bay  Campground  on  St.  John  and  the 
Jackson  Lake  Lodge,  Jenny  Lake 
Lodge  and  Colter  Bay  Village  in  Grand 
Teton  National  Park  in  Wyoming. 
The  Rockresorts  management  compa- 
ny, meanwhile,  runs  the  three  other 
Rockefeller  resorts  for  their  outside 
owners:  Carambola  Beach  Resort  & 
Golf  Club  on  St.  Croix  belongs  to  an 
investors  group  that  includes  Little 
Rock,  Ark. -based  Fairfield  Communi- 
ties Inc.;  the  Boulders  in  Carefree, 
Ariz,  is  held  by  private  investors;  and 
the  Woodstock  Inn  &  Resort  in  Wood- 
stock, Vt.  is  still  owned  by  Laurance 
Rockefeller. 

Since  CSX  took  charge,  proposals 
for  new  Rockresorts  have  been  flood- 
ing in  from  hundreds  of  locales 
around  the  world — including  Yugo- 
slavia and  the  U.S.S.R.,  home  of  the 
classless  society.  Among  the  projects 
seriously  considered  and  later  aban- 
doned: a  golf  resort  in  South  Carolina 
and  a  hunting  lodge  in  Alaska.  The 
best  prospects  right  now?  Continental 
Europe  and  the  South  Pacific,  which 
could  appeal  to  wealthy  Japanese  and 


European  vacationers  in  addition  to 
Rockresorts'  loyal,  mostly  American, 
following. 

What  does  it  take  to  be  a  Rockre- 
sort?  First  and  foremost,  stunning 
natural  beauty.  Laurance  Rockefeller 
started  both  Caneel  Bay  and  the  Wyo- 
ming lodges  partly  out  of  his  love  of 
nature.  In  St.  John,  he  donated  some 
5,000  acres  to  the  U.S.  National  Park 
Service,  preserving  half  the  island  in 
its  lush  natural  state.  In  Wyoming  the 
Rockefellers  gave  34,000  acres  for  use 
as  a  national  park.  But  make  no  mis- 
take, there  was  an  eye  toward  the 
bottom  line.  The  land  donations  en- 
hanced the  value  of  the  resorts. 

Nowadays,  exorbitant  land  and 
building  costs  are  forcing  resorts  to 
rely  partly  on  real  estate  develop- 
ment, specifically  condominiums  and 
private  homes.  An  example:  The  Ca- 
rambola property,  largely  undevel- 
oped, was  sold  by  Laurance  and  David 
Rockefeller  for  S10  million  in  1985  to 
a  partnership  including  Fairfield 
Communities,  which  built  a  $35  mil- 
lion hotel  there.  Far  from  donating 
Carambola's  4,000  acres  for  a  national 
park,  Fairfield  Communities  sold  off  a 
portion  of  it  to  a  group  that  plans  to 
build  some  2,000  condominiums  and 
private  homes.  Can  it  turn  out  as 
beautifully  as  Cancel?  Not  without 
effort.    But    Rockresorts'    Fred    Eydt 


points  to  Hawaii,  where  the  company 
ran  the  Kapalua  Hotel  for  three  years 
while  250  condominiums  were  built 
around  it.  Says  he,  "That  was  done 
very  much  in  conformance  with  the 
natural   surroundings,   and  in   some 


Learning  your  business  backwards  and  forwards 
helps  us  write  your  insurance  a  little  differently. 
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The  Carambola  Beach  Resort 
Condos  and  natural  beauty? 

areas  you'd  think  you  were  in  a  na- 
tional park." 

If  15  new  Rockresorts  are  built,  the 
business  could  become  a  considerable 
source  of  profits  for  CSX.  Last  year, 
including  the  Greenbrier,   CSX'  re- 


sorts had  operating  income  of  SIS 
million  on  revenues  of  $102  million. 
That  15%  margin  is  far  better  than 
CSX'  overall  operating  margins  of 
11%.  With  25  resorts,  even  if  most  are 
joint  ventures,  operating  profits  could 
jump  as  high  as  $50  million  on  reve- 
nues of  perhaps  $300  million.  Land 
development  could  push  sales  and 
profits  even  higher. 

Key  question:  Are  there  enough 
people  willing  to  shell  out  $500  a  day 
to  stay  at  these  places?  How  many 
will  buy  $1.5  million  homes  in  such 
exotic  locations?  Rockresorts  Chair- 
man William  Pitt  says  that  demo- 
graphics are  on  his  side:  "Today  there 
are  more  people  who  have  that  kind  of 
money,  and  they  will  pay  for  quality," 
he  says.  "Younger  people  have  money 
at  an  earlier  age,  because  there  are 
more  two-career  couples  and  people 
postponing  having  children.  Also, 
Americans  today  have  more  leisure 
time.  Studies  show  that  some  people 
take  four  vacations  a  year,  and  we 
hope  to  capture  the  top  part  of  that 
upscale  market." 

Pitt  may  be  overly  optimistic,  but 
he  is  certainly  not  alone.  Marriott  al- 
ready has  a  Hawaii  resort,  and  Hyatt 
is  building  a  mammoth  one  that 
seems  like  a  Disneyland  for  grown- 
ups. The  Hyatt  project  includes  an 
elaborate    1,200-room  resort  in  Ha- 


waii, with  waterfalls,  "nature  walks" 
and  a  4-acre  artificial  lagoon  stocked 
with  dolphins.  These  man-made  won- 
ders may  sound  somewhat  contrived, 
but  travel  experts  say  that  adults  to- 
day are  looking  for  vacation  destina- 
tions with  nonstop  activities — golf, 
swimming,  boating — all  taking  place 
in  exotic  settings. 

With  everybody  flocking  into  the 
resort  business,  a  shakeout  can't  be 
far  off.  But  Rockresorts'  Fred  Eydt 
contends  his  company  will  weather 
the  storm  well.  It  is  true  that  Rockre- 
sorts aims  at  the  absolute  top  tier  of 
the  resort  market,  a  group  that  takes 
vacations  regardless  of  recessions. 
And  then  there  is  capacity.  While  ho- 
tel chains  don't  blink  an  eye  at  build- 
ing 1,000-room  complexes,  Rockre- 
sorts puts  the  upper  limit  at  about  300 
rooms  in  any  one  location.  As  a  case 
in  point,  Eydt  points  to  Phoenix, 
where  many  large  resort  hotels  are 
suffering  despite  their  golf  courses, 
spas  and  other  amenities.  Rockre- 
sorts' nearby  Boulders  complex,  by 
contrast,  with  120  rooms,  is  running 
more  than  70%  full  year-round  and 
making  profits  after  only  three  years 
in  operation. 

Say  what  you  will  about  CSX  trying 
to  ride  the  resort  wave,  but  it  looks  a 
heck  of  a  lot  more  profitable  than 
riding  the  rails  these  days.  ■ 
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It  airit  over  'til  it's  over,  said  Yogi  Berra. 
Believe  it  or  not,  the  apparel  industry  may 
be  coming  back  home. 

Made  in  the  U.S.A. 


By  Ralph  King  Jr. 


Computer-aided  technology  is 
bringing  the  U.S.  apparel-mak- 
ing industry  back  to  life.  The 
manufacturing  of  clothing  is  one  of 
the  most  difficult  of  all  factory  opera- 


tions and  among  the  least  susceptible 
to  automation — which  is  why  nearly 
half  the  $125  billion  worth  of  gar- 
ments purchased  in  this  country  are 
made  largely  by  hand  in  relatively 
low-wage  countries  like  Korea  and 
Taiwan,   despite   tall  trade   barriers. 


stitt  bing  a  pair  of  suit-backs  at  Grei) 
ally,  a  way  to  join  pieces  of  limp  fabric  automatically. 


The  U.S.  trade  deficit  for  textiles  and 
apparel  hit  a  record  $25  billion  last 
year,  up  17%. 

But  new  technological  break- 
throughs in  the  cutting  and  sewing  of 
fabrics  are  giving  U.S.  manufacturers 
reason  for  hope — and  encouraging 
them  to  bring  more  of  their  overseas 
business  back  home.  Arrow  Co.,  one 
of  the  world's  largest  shirtmakers,  re- 
cently switched  20%  of  its  dress-shirt 
production  from  the  Far  East  to  the 
U.S.,  after  importing  for  15  years.  In 
the  last  six  months  Seminole  Manu- 
facturing, a  big  Mississippi  pants- 
maker,  has  been  bringing  back  to  the 
U.S.  production  it  only  reluctantly  be- 
gan sourcing  overseas  in  1985.  And 
Frederick  Atkins  Inc.,  a  New  York- 
based  marketing  co-op  for  department 
store  chains,  now  buys  40%  of  its 
private-label  garments  from  U.S.  con- 
tractors, up  from  5%  three  years  ago. 

The  switch  to  U.S.  manufacturing 
reflects  economic  factors  like  the 
weak  dollar,  tougher  quotas  and  rising 
Far  East  wages.  But  at  the  heart  of  this 
revival  in  domestic  apparel  sourcing 
is  new  technology,  from  new  auto- 
mated sewing  assembly  lines  to  com- 
puter-aided design  systems. 

"A  good  part  of  the  apparel  business 
is  lost  forever,  but  a  lot  more  people 
are  feeling  like  they  can  hold  their 
own  now,"  says  Howard  Cooley,  pres- 
ident of  Jockey  International  and  in- 
coming chairman  of  the  American 
Apparel  Manufacturers  Association. 

Take  VF  Corp.  The  giant  jeans- 
maker  has  managed  to  keep  most  of 
its  production  here  by  spending  up  to 
4%  of  sales  on  automation  and  equip- 
ment upgrading,  $110  million  this 
year  alone.  Its  Vanity  Fair  division 
uses  computers  to  design  new  styles 
of  bras  and  panties,  to  turn  those  into 
patterns  to  suit  all  sizes  and  to  config- 
ure layouts  on  fabric  for  minimum 
waste.  These  data  are  sent  to  the  fac- 
tory floor,  where  mechanical  cutters 
(lasers  are  used  in  other  plants)  slice 
thick  bolts  of  fabric  into  parts  for  as- 
sembly. These  steps  when  performed 
manually  require  weeks  of  painstak- 
ing labor.  Now,  computer-aided  de- 
sign and  manufacturing  technology, 
which  is  just  starting  to  make  its  way 
into  apparel  plants,  has  shortened  the 
process  to  a  few  days.  Labor  unions, 
already  decimated  by  Asian  imports, 
are  going  along  with  the  automation. 

The  assembly  of  limp  fabric  parts — 
putting  collars  and  sleeves  onto 
shirts — has  long  defied  automation. 
Robot  arms  are  great  for  inserting 
semiconductor  chips  into  circuit 
boards,  but  how  do  you  replace  the 
dexterity  of  an  operator  joining  pieces 
of  cloth  at  a  sewing  machine?  In  an 
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At  9.600  bps 
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At  19.200  bps 


A  MODEM  THAT  IS  TWICE 

as  good  as  rr  LOOKS. 


It  says  9.600  bps.  But  for  this  modem,  trans- 
nitting  data  at  9.600  bps  over  dial-up  lines  isn't  the 
lalf  of  it. 

Its  built-in  data  compression  can  boost 
hroughput  to  19.200  bps.  While  error-control  pre- 
zents  loss  of  data. 

With  no  effort  on  your  part  — no  selecting 


protocols,  no  compressing  files. 

A  V-series  Smartmodem  9600™  can  even  take 
the  place  of  two  modems.  Because  it  communicates 
in  either  synchronous  or  asynchronous  mode. 

All  of  which  makes  our  9600  at  least  twice  as 
good  as  it  seems.  Or,  looking  at  it  the  other  way 
more  than  double  your  money's  worth. 


ror  your  nearest  Hayes  dealer,  call  800-635-1225.  Hayes  Microcomputer  Products.  Inc..  PO.  Box  105203.  Atlanta,  GA  30348 


Hayes 
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attempt  to  make  sewing  easier,  some 
apparel  makers  have  actually  tried  to 
freeze  dampened  cloth  or  adhere  the 
fabric  to  sheet  metal.  Those  experi- 
ments bombed,  along  with  others, 
like  an  attempt  to  "weld"  synthetic 
fabrics  using  ultrasonic  technology. 
Japan's  Ministry  of  Industry  &  Trade- 
is  sponsoring  a  nine-year,  $80  million 
ettort  to  build  a  shirt  factory  without 
seamstresses.  It  doesn't  yet  exist 

Today's  state-of-the-art  sewing  line 
is  in  Allentown,  Pa.  Owned  by  Greif 
Co.  and  used  to  |oin  suitcoat  backs, 
the  line  consists  of  a  30-foot-long  ma- 
chine with  conveyors  and  hydraulic 
"arms"    to    move    pieces    of    fabric 
through  assembly  points.  Cameras  vi- 
sually check  the  fabric's  position  be- 
fore a  sewing  machine  stitches  the 
pieces  together.  Eventually,  it  may  be 
possible  to  produce  finished  garments 
such  machines.  Once  fabru   is 
d,    the    machine   automatically 
i    suit  hack  every  14  seconds, 
Eastei   than  it  could  be 
tnually. 

Hartmarx  will  soon 


At  W  <  orp  s  Vanity  Fair  division,  Man- 
roeville,  Ala .  dimensions  of  model  gar- 
ments arc  recorded  (  right )  and  hud  out 
to  minimize  waste  I  above )  on  computer 
a  reens  before  fabru  is  cut  by  a  comput- 
er directed  cutting  machine  {too)  and 
moved  on  to  the  assembly  stage 

begin  testing  a  similar  line  to  cut  the 
time  required  to  sew  seams  of  suit- 
coat  sleeves  from  over  2  minutes  to  20 
seconds.  Cuts  like  that  could  dramati- 
cally shorten  the  90  minutes  it  now 
takes  Hartmarx  to  make  a  $200  suit. 
"This  could  be  the  greatest  productiv- 
ity improvement  the  industry  has 
seen  since  the  sewing  machine,"  says 
Hartmarx'  Glenn  Larsen 

The  automated  sewing  line  was  de- 
veloped over  the  last  six  years  by 
Draper  Laboratories  of  Cambridge, 
Mass.  and  funded  by  Textile/Clothing 
Technology  Corp.,  an  industry  con- 


sortium based  in  Raleigh,  N.C.  The 
unit  is  being  made  under  license  by 
SSMC  Inc.  (Forbes,  Apr.  25),  Singer 
Co.'s  sewing  machine  spinout,  which 
expects  to  sell  several  hundred  of 
them  (at  $100,000  to  $400,000  each) 
over  the  next  five  years. 

The  new  technology  is  giving  do- 
mestic apparel  makers  an  important 
advantage  over  their  Asian  competi- 
tors. Because  of  fickle  fashion  trends 
and  the  practice  of  changing  styles  as 
often  as  six  times  a  year,  retailers 
want  to  be  able  to  keep  inventories 
low.   This  calls  for  quick  response 
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ITS  BIGGEST  YEAR 


-  With  a  special  95th  Anniversary  double  (Jul-Aug)  issue 
where  95  of  America's  Top  CEO's  speak  out! 

■  With  circulation  up  from  375,000  to  425,000! 

With  availability  on  newsstands  and  airlines 
for  the  first  time! 

•  With  feature  articles  that  are  part  of  our  constant 
commitment  of  bringing  top  writers  such  as 
Ben  Wattenberg,  David  Halberstam  and  Walt  Rostow 
to  the  pages  of  Business  Month! 

Join  us  for  our  95th  Anniversary  celebration  issue 
(closing — May  20),  call  the  Top  Honcho  at 
Business  Month,  Steve  Blacker  at  (212)  326-2645. 

Top  Management  is  never  too  busy 
to  read  Business  Month! 
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from  apparel  makers  that  can  offer 
fast  turnaround  on  smaller  lots  in  all 
styles,  sizes  and  colors.  Asian  suppli- 
ers, half  a  world  away,  typically  re- 
quire orders  three  months  or  more  in 
advance. 


Meanwhile,  Haggar  Apparel,  the 
Dallas-based  pantsmaker,  uses  a  com- 
puter network  to  receive  up-to-date 
sales  information  from  electronic 
cash  registers  at  its  2,500  retail  cus- 
tomers. Now  Haggar  is  able  to  restock 
slacks  covered  by  the  network  every 
three  days,  instead  of  about  every  sev- 
en weeks. 

This  type  of  service  is  marginally 
more  expensive,  admits  Bernard  Ol- 
soff,    president   of   marketing   co-op 


Frederick  Atkins,  but  he  adds,  "I'r 
willing  to  pay  that  extra  buck  to  k| 
duce  my  [inventory]  risk." 

Does  all  this  mean  U.S. -made  at 
parel  will  one  day  again  be  exported  il 
quantity?  Just  possibly.  "I  think  therl 
is  tremendous  potential,"  says  Jamel 
High  Sr.,  chief  executive  officer  cl 
Seminole  Manufacturing.  "Techno! 
ogy  became  an  issue  of  survival.  We'rl 
a  quick-turning  industry  today.  Giv| 
it  five  years."  ■ 


Random  Access 


Commentary  by  Esther  Dyson 


DON'T  LISTEN  TOO  HARD 


Everyone  knows  that  good  compa- 
nies listen  to  their  customers.  But 
like  most  rules,  this  particular  piece 
of  conventional  wisdom  has  its  ex- 
ceptions. You  can  go  astray  by  lis- 
tening too  hard.  Customers  don't 
want  innovation.  They  generally 
want  incremental  improvements, 
and  they  want  minimal  disruption. 
It  wasn't  customers  who  asked  for 
Apple's  Macintosh,  for  VisiCorp's 
VisiCalc.  It  wasn't  even  the  cus- 
tomers who  asked  for  motorcars; 
horses  were  much  easier  to  under- 
stand and  were  more  dependable 
than  those  noisy,  smelly,  dangerous 
and  unpredictable  machines. 

Overattention  to  customers  is  a 
major  reason  it  is  so  hard  for  large 
successful  companies  to  innovate. 
Their  customers  may  be  holding 
them  back:  Sometimes  history 
is  more  than  just  a  lesson;  it  is  a 
millstone. 

In  recent  times,  one  of  the  best 
examples  of  the  dangers  of  listening 
too  hard  was  Cullinet,  which  had  an 
extremely  happy  customer  base. 
Unfortunately,  Cullinet  didn't 
spend  enough  time  listening  to  peo- 
ple who  were  not  its  customers, 
who  were  thinking  of  using  a 
strange  new  language  called  SQL. 
Nor  did  it  listen  to  its  internal  de- 
sign staff,  which  had  some  similarly 
exotic  new  ideas.  The  customers 
liked  the  products  |ust  fine,  thank 
you,  perhaps  with  some  minor  im- 
provements. Cullinet  ended  up  gct- 
tin.,'  \iped    by    IBM,    which 

made  S(Jl  into  a  standard,  and  Cul- 
t  ight  now  fighting  for  its  lite. 
jrou    shouldn't    always    listen 

tor  and  publisher  a/  tl\- 


-      9* 


only  to  your  customers,  whom 
should  you  listen  to?  Apple  lis- 
tened to  Steve  Jobs;  likewise,  Com- 
paq listened  to  its  visionaries,  who 
wanted  to  build  a  portable  comput- 
er, and  to  potential  customers, 
who  were  mostly  IBM's  customers. 
In  fact,  listening  to  other  compa- 
nies' customers  is  the  best  way  to 
gain  market  share,  while  listening 
to  visionaries  is  the  best  way  to 
create  a  new  market  or  market 
segment  that  you  can  own  (at  least 
until  other  companies  start  listen- 
ing to  your  customers). 

Apple  succeeded  with  its  Macin- 
tosh not  by  listening  to  its  custom- 
ers, who  got  the  Apple  III  follow-on 
to  the  Apple  II  that  they  thought 
they  wanted.  No,  Apple  succeeded 
with  the  Macintosh  because  it  was  a 
machine  conceived  and  designed  by 
a  ^roup  of  revolutionaries  who  built 
it  tor  themselves  first  and  for  the 
customers  afterwards.  (Once  the 
product  was  designed  and  delivered, 
Apple  did  listen  to  customers  when 
it  was  deciding  what  improvements 
to  make.) 

This  issue  of  customer  input  is  a 
relevant  one  right  now,  since  it 
underlies  the  turmoil  over  Micro- 
sot  t/IBM's  OS/2  and  Presentation 
Manager  and  AT&T/Sun  Microsys- 
tems' Unix  and  Open  Look.  These 
arc  software  operating  systems — 
the  software  foundations  for  appli- 


cations (rather  than  the  applica- 
tions themselves,  like  Lotus  1-2-3 
and  accounting  packages).  The 
companies  that  make  them  want 
to  turn  them  into  standards,  re- 
placing the  current  standard,  Mi- 
crosoft and  IBM's  DOS  or  Disk 
Operating  System. 

In  fact,  not  many  customers  have 
asked  for  a  new  operating  system. 
Yes,  the  customers  want  standards, 
so  that  they  don't  need  to  worry 
about  making  the  wrong  choice,  but 
they  want  the  standards  to  be  the 
products  they  already  have.  By  con- 
trast, vendors  want  to  make  exist- 
ing products  obsolete,  but  they 
want  to  do  it  in  such  a  way  that  the 
existing  customers  will  stay  with 
their  products. 

Right  now  IBM  and  Microsoft 
have  a  large  installed  base  of  some 
18  million  personal  computers  run- 
ning DOS.  They  want  to  listen  to 
their  customers  and  make  the  tran- 
sition to  OS/2,  the  next-generation 
operating  system  after  DOS,  as  easy 
as  possible,  even  at  the  expense  of 
some  functionality.  Sun  and  AT&T, 
by  contrast,  with  an  installed  base 
of  only  a  couple  of  million  Unix 
users  at  best,  are  more  interested  in 
roping  in  new  customers  from  the 
IBM  and  Microsoft  world,  and  so 
they  are  promising  standards.  Sun 
and  AT&T,  neither  of  which  is 
strong  enough  to  create  a  new  stan- 
dard on  its  own,  are  banding  togeth- 
er and  soliciting  allies.  Sharing  a 
slice  of  the  pie  is  better  than  having 
none  at  all. 

Listen  to  your  customers,  yes,  but 
not  exclusively.  Don't  tune  out 
your  visionaries,  and  make  sure  you 
know  what  the  other  fellow's  cus- 
tomers are  thinking,  too.  ■ 
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Guess  when  Jim's  company  got 

a  fax  by  Toshiba. 


Sometime  in  the  middle  of  August. 

Granted,  things  might  not  turn  around  that  fast 
in  your  company. 

But  good  things  often  do  happen  when  a  com- 
pany gets  a  Toshiba  facsimile  system. 

Phone  and  courier  bills,  travel  expenses,  and  over- 
time go  down.  Productivity,  morale,  and  sales  go  up. 

Why?  Because  our  complete  line  of  facsimile 
systems  saves  time  and  money  by  using  the  phone 
lines  to  send  words  and  pictures.  Anywhere.  In  as 
little  as  15  seconds* 

Shouldn't  your  company  get  one?  Before  your 
competitors  do?  Our  free  booklet  tells  you  how. 
Send  for  it.  Or  call  1-800-635-1220. 


r 


Free  Booklet.  "Guide  to  Facsimile:  14  Proven  Ways  You  Can  Save  Time  and 
Money  with  Facsimile."  Or  Free  Demonstration:  Call  1-800-635-1220,  or 
mail  coupon  to  Toshiba  America,  Inc.,  Facsimile  Products  Group,  9740  Irvine 
Blvd.,  Irvine.  CA  92718 
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Name. 


. Phone L 


_>_ 


Company  Name. 


Address  _ 


City. 


.State. 


_Zip_ 


FBMA16 
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Toshiba  facsimile.  Now  you  see  it. 
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In  Touch  with  Tomorrow 

TOSHIBA 
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Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


This  year  60  million  Americans  will  spend 
over  $28  billion  on  sport  fishing.  Next  time 
you  think  of  fishing,  dont  think  Tom  Saw- 
yer, think  marketing  opportunity. 


Holy  mackerel 


It  is  dawn  at  Bull  Shoals  Lake  in 
Bull  Shoals,  Ark.,  and  a  light  gray 
mist  is  still  rising  off  the  water. 
Few  of  the  nearly  300  waiting  fisher- 
men are  smiling  this  lovely  morning. 
These  are  mostly  pros,  one  having 
come  from  as  far  away  as  Japan  to 
compete  over  three  days  for  $140,000 
in  prizes  and  cash.  Most  have  logged 
three  practice  days  and  by  the  end  of 
the  tournament  will  have  spent  some 
54  grueling  hours  on  the  water  casting 
their  Stanley  lead  jigs,  Rebel  big- 
hpped  lures  and  hanger-shaped  spin- 
nerbaits  in  rigorous  pursuit  of  fish  and 
fame. 

Television  crews 
are  much  in  evi- 
dence. They  have 
been  hired  by  the 
Bass  Anglers  Sports- 
man Society  (BASS), 
the  big  sponsor  of 
bass  tournaments. 
The  film  will  be 
shown  on  one  of  the 
Nashville  Network's  top-rated  shows, 
called  //)c  Bassmasten  Tournament 
sponsors  include  Chevrolet  Trucks, 
Outboard  Marine,  Du  Pont  and  A.C. 
Delco.  Thanks  to  television  and  more 
than  ISO  well-read  recreational  tish- 
in^  magazines,  tournament  winners 
like  Larry  Nixon — who  pulled  in 
$250,000  in  prize  money  over  the  last 
year  -are  treated  like  stars  by  hun- 
dreds of  thousands  of  devoted  fans. 

til        fishing  like  this,  some 

')0,000    tournaments    on 

ei  last  year,  is  in  fact 

ckbone  of  an  mdus- 

;i  &  Wildhk  Service 


says  generated  SI 7.3  billion  in  1980 
and  $28.1  billion  in  1985. 

There  are  at  least  60  million  Ameri- 
cans who  fish  regularly,  spending  an 
estimated  $1.3  billion  on  tackle  and 
related  gear.  At  the  top  of  the  line,  we 
are  talking  serious  money.  The  Orvis 
Co.,  for  example,  offers  its  best  three- 
piece,  8-foot  bamboo  rod,  together 
with  a  reel  and  line,  for  $1,275.  Ca- 
bela's,  a  giant  sports  equipment  mail- 
order house  in  Sidney,  Nebr.,  last  year 
sold  24,700  of  its  high-tech  graphite 
casting  rods  ($25  to  $220  apiece)  and 
5,000  of  its  popular  Zebco  spin-cast- 
ing reels  (up  to  $60 
each).  Fishermen 
each  year  buy  $200 
million  worth  of 
lures  and  lines,  scal- 
ers  and  mosquito  re- 
pellent through  the 
mail.  The  vast  and 
spectacular  20-acre 
Bass  Pro  Shops  in 
Springfield,  Mo.  was 
built  around  its  450-page  catalog  (see 
box,p  /-'(>) 

"Even  a  beach  fisherman  may  need 
a  tour-wheel-drive  vehicle.  And  if  you 
are  tishing  well  offshore,  the  expenses 
mount  fast,"  explains  Rip  Cunning- 
ham, an  editor  at  Salt  Water  sportsman. 
a  monthly  with  a  circulation  of 
130,000.  "A  Penn  International  130 
reel  and  rod  tor  tuna  or  marlin  will 
run  you  $2,000  or  more.  Chartering 
the  hoat  will  run  you  anywhere  from 
$300  to  $1,000  a  day.  You're  talking 
about  a  substantial  investment." 

Even  so,  this  vast  market  is  thor- 
oughly Middle  America.  From  his  7- 


acre  lot  in  Spindale,  N.C.,  Hubel 
Greene  probably  sells  more  bass  boat 
and  engines  than  anybody  else  in  th 
country,  at  $15,000  a  rig.  "Our  cus< 
tomers  average  35  years  old,"  he  say^ 
"A  lot  arc  blue-collar  workers.  Bu 
they  earn  between  $25,000  an' 
$50,000  a  year." 

Adds  a  spokesman  for  Valvoline 
the  oil  company  that  sponsors  to] 
fisherman  Tommy  Martin:  "The  con 
sumer  group  that  follows  pro  fishin; 
is  the  ideal  Valvoline  customer.  First 
they  tend  to  drive  more  than  one  vehi 
cle.  Second,  we  feel  they  tend  to  b< 
brand  loyal.  Third,  they  arc  heavy  do 
lt-yourselfers,  which  means  the^ 
change  their  own  oil.  And  we're 
heavy  do-it-yourself  brand.  So  far 
we've  been  very  pleased." 

The  allure  of  fishing  itself  seem; 
almost  as  obvious  as  the  beauty  of ; 
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hiy break    at   Bull   Shoals    during    a 
140.000  bass  tournament  (top ).  Inrry 
fixon  working  the  lake 
apping  the  vast  middle  market. 

met  morning  on  the  water.  "It's  get- 

ing  away  from  the  stress  of  life,"  says 

)r.  Phillip  Tomporowski,  who  spe- 

ializes  in  sports  psychology  at  the 

iJniversity  of  Alabama.  After  all,  a 

ilevoted  fisherman  can  sit  half  a  day 

|Vithout  a  bite  and  still  not  feel  that 

he  time  was  wasted.  "If  you  caught 

nything,"  goes  the  old  joke,  "they 

ivouldn't  call  it  fishing." 

But  there  is  very  serious  sport  here 
>s  well,  and  successful  modern-day 
ishermen  are  far  from  "just  lucky." 
:act  is,  the  best  fishermen  almost  al- 
vays  do  well.  The  Bull  Shoals  tourna- 
nent,  for  example,  was  won  by  Rick 
Ilunn,  whom  many  consider  the  fin- 
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No.  1  in  a  series  on  how  to  advertise  to  Mature  A  i 


'Mature  Americans.  The  Daniel  Yankelovich  Group 


Don't  make  along  story  short. 

Give  them  the  ingredients.  The  warranties.  The  test  results. 

Nature  Americans  are  experienced  shoppers  who've  learned  from  a  life- 

Ine  of  buying  experiences.  They've  bought  their  share  of  "lemons."  Now 

l  ey  take  the  time  to  analyze.  Evaluate.  They  won't  make  a  buying  decision 

lased  on  15  television  seconds.  To  get  the  full  story,  they'll  hear  you  out, 

;ading  every  word  of  copy  that  gives  them  the  straight  scoop.  Just 

)mpleted  Yankelovich  research*  shows  that  50  and  over  is  as  brand- 

jrious  as  it  is  brand  loyal,  with  an  intense  need  to  know  about  new  products. 

ut  don't  expect  change  for  the  sake  of  change.  These  experienced  buyers 

sed  compelling  reasons,  the  more  the  better.  Modern  Maturity  Magazine 

full  of  in-depth  information  that  helps  Mature  America  begin  new 

fetimes.  The  circulation  is  17.4  million  strong  and  strongly  attached  to 

ieir  magazine.  For  more  lessons  about  America's  largest  population  group 

nd  its  magazine  Modern  Maturity,  call  Peter  Hanson  at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 
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est  fisherman  in  the  country  today. 
Pros  analyze  the  pH  factor  (a  measure 
of  acidity)  in  the  waters  they  fish, 
because  the  higher  the  acid  or  alkaline 
content,  the  less  likely  are  fish  to  pay 
.mention  to  various  bait.  The  fisher- 
men also  spot  likely  ledges  underwa- 
ter with  a  $300  Hummmbird  sonai  set 
made  especially  tor  fishing  by  Tech- 
sonic  Industries.  Thev  must  have  a 
thorough  understanding  of  the  natu- 
ral baits  that  fish  are  eating. 

"Fish  see  the  flash  of  colors,"  ex- 
plains tournament  circuit  star,  Lon- 
nie  Stanley.  "If  a  bass  is  laving  under  a 
log  feeding  on  green-brown  crawfish 
and  you  throw  a  blue  jig,  you  won't 
catch  him.  (kit  use  a  brown  green  jig, 
and  chances  are  you  will." 

Stanley    and    Clunn    are    the    new 

bieed  "I  fishing  superstars.  They  diess 

talk  well  and  look  good  on 

in.    throughout  much  of  the 

ind  Midwest,  they  and  other 

i  accorded  the  same 

I  in  baseball  or  football 


BASS  founder  Ray '  Scot  I  h  itert  ieu  s  Loin  tie 
Stanley  (top),  lining  up  for  the  weigh-in 
at  Bull  Shoals 
The  new  breed  of  superstars. 

players.  At  Bull  Shoals,  for  example, 
boys  and  girls  clutching  autograph 
pads  swarm  around  Clunn,  Stanley 
and  other  top  pros  like  Hank  Parker 
and  Larry  Nixon  at  the  end  of  each 
day's  fishing.  "Five  years  ago  we'd 
give  a  two-hour  seminar  on  jig  fishing 
and  maybe  100  people  would  turn 
out,"  says  Lonnie  Stanley.  "Now  you 
get  1,000  folks  paying  $5  each,  and 
many  of  them  use  videotape  movie 
cameras  to  record  every  word." 

Besides  the  $250,000  Larry  Nixon 
has  won  in  cash  and  prizes  in  the  last 
12  months,  he  recently  signed  an  en- 
dorsement contract  with  Bass  Pro 
Shops  that  will  pay  him  $100,000  over 
several  years. 

These  are  the  men  who  are  quoted 
and  appear  regularly  in  the  150  or  so 
fishing  magazines  now  available  in 
the  U.S.  They  include  such  well- 
known  titles  as  Field  &  Stream  and 
Sports  .-yield,  as  well  as  the  less  her- 
alded Carp  Newsletter  Quarterly  and 
u  isx  onsin  Fish  Finder  The  segment  al- 
together generates  nearly  S200  mil- 
lion in  advertising  revenues. 

Still,  it  is  television  that  provides 
the  major  marketing  muscle  around 
which  these  other  businesses  are 
growing.  Fishing  hardly  lends  itself  to 
live  coverage — nobody  knows  when 
the  fish  will  bite — but  with  a  folksy, 
knowledgeable  host  plus  good  editing, 
taped  fishing  shows  (there  were  about 
60  of  them  at  last  count)  are  attracting 
a  large  and  loyal  audience.  Good  Fish 
ing,  a  30-minute  program  hosted  by 
Babe  Winkelman,  for  example,  claims 
2  s  million  viewers  per  show  on  86 
broadcast  stations  plus  the  Christian 


Network.  Fishing  with  Roland  Martin 
on  WTBS,  generates  $1.7  million  n| 
advertising  revenues  annually. 

The  majority  of  these  shows  arl 
independently  syndicated,  which  usul 
ally  means  the  host  has  bought  thJ 
time  outright  from  the  cable  compani 
or  broadcaster.  That  host  then  sell! 
his  own  advertising  time.  Says  Bill 
Ames,  national  merchandising  man! 
ager  at  Chevrolet  Trucks:  "Our  sponl 
sorship  package  for  several  tournal 
ments  includes  a  certain  amount  ol 
national  television  coverage  on  theij 
shows.  We  want  that  exposure." 

So  do  such  Forbes  500  companies  aJ 
Ashland  Oil,  Minnesota  Mining  &| 
Manufacturing,  General  Motors  an([ 
K  mart,  now  the  U.S.'  largest  retailei 
of  fishing  gear.  It  will  sponsor  the  I<| 
mart  Arthur  Smith  Walleye  Tournal 
ment  on  Lake  Erie  from  June  8  to  Jun<[ 
11.  This  year  the  Outboard  Marinfj 
Corp.  will  spend  nearly  $5  millior 
promoting  its  engines  via  tournal 
ments,  magazines  and  TV  shows! 
Says  Fritz  Myers,  vice  president  oi 
marine  products,  "We  want  to  be  tht| 
engine  of  choice  for  fishermen." 

There  is  even  a  $10  million  (whole! 
sale  revenues)  fishing  instruction  vid] 
eocassette  tape  market.  The  3M  Co.,  i 
leader,  owns  more  than  25  titles,  in| 
eluding  "Bluefish  on  Light  Tackle'l 
and  "Fishing  the  Dry  Fly."  "We  golf 
into  this  because  we  wanted  to  boosfl 
sales  of  our  Scientific  Anglers  divi^ 
sion,  which  makes  trout  fishing 
lines,"  says  Howard  West,  leisure 
group  projects  manager.  "Now  it's 
growing  business  in  its  own  right." 

Local  communities  are  scrambling! 
as  well,  to  be  the  location  of  choice  for 
tournament  fishermen.  Little  wonderj 
considering  the  healthy  economic 
kick  such  tournaments  offer.  Fouil 
years  ago  Tom  Gentalen  owned 
small  tackle  store  in  rural  CatskillJ 
N.Y.,  where  the  customers  fished  the 
Hudson  River  in  modest  aluminum  oil 
fiberglass  boats  with  small  outboardsl 
Then  the  Bass  Anglers  Sportsman  So-j 
ciety  hosted  a  Bassmaster  tournament 
on  the  river,  luring  anglers  from  as  far 
away  as  Texas  and  Florida.  Today 
Gentalen  is  finishing  a  new  tackle 
store  twice  the  size  of  his  original,  and 
the  Hudson  is  chockablock  with 
$20,000  bass  boats  fitted  with  $300 
Humminbird  electronic  fish-finders 
and  powered  by  nerve-shattering 
150hp  Johnson  engines.  "That  tourna- 
ment was  a  blessing,"  says  Frances 
Rhoades,  deputy  town  clerk  of  Cats- 
kill.  Local  tax  rates  were  cut  as  a 
direct  result  of  the  additional  reve- 
nues the  fishermen  generated. 

Or  consider  the  Arthur  Smith  King 
Mackerel    Tournament,    which    was 
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Who  buys  AMBAC 
insured  bonds. 

Investors  who  seek  security  and  strength  choose 
AMBAC's  financial  guaranty.  We  founded  the  municipal 
bond  insurance  industry  in  1971,  and  continue  as  a  leader 
today,  backed  by  a  strong  investor  group  led  by  Citibank. 
Every  AMBAC  insured  bond  issue  carries  the  highest 


A  _W  f  possible  ratings  — 

Ana  why.  yjsr* 

Standard  &  Poor's.  These  ratings,  coupled  with  our 
in-depth  research  analysis,  financial  strength  and  proven 
experience,  enable  AMBAC  to  offer  investors  a  unique 
dependability  they  know  they  can  count  on. 
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First  in  Municipal  Bond  Insurance"" 
AMBAC  Indemnity  Corporation 
One  State  Street  Plaza.  New  York.  NY  10004  ( 212 )  668-0340 


"We  don't  want  anyone  leaving  disappointed" 


The  15 -acre  parking  lot  at  the 
Bass  Pro  Shops  in  Springfield, 
Mo.  is  the  first  tip-off  that  this  is 
no  ordinary  sporting  goods  store. 
Hubcap  to  hubcap  are  hundreds  of 
Chevrolet  Suburbans  and  pickup 
trucks,  many  with  gun  racks  in 
their  rear  windows.  Customers 
push  shopping  carts  through  the 
aisles — after  all,  Bass  Pro  is  more 
than  twice  the  size  of  the  average  K 
mart.  At  the  ends  of  several  aisles 
sit  television  sets  showing  video- 
tapes. Instead  of  the  latest  from 
Ralph  or  Calvin,  however,  Toby 
Bridges  explains  how  to  hunt  wild 
turkeys,  or  Eugene  (Shoestring) 
Dubois,  Cajun  fisherman  extraor- 
dinaire, tells  how  to  use  his  new 
$5.95  Tornado  lure. 

The  brainchild  of  40-year-old 
Johnny  Morris,  a  low-key,  aw- 
shucks  kind  of  guy,  this  is  the  most 
spectacular  sporting  goods  store  in 
the  world.  Stocked  with  every 
plug,  rod,  reel,  gun  and  outdoor 
accessory  known  to  man,  beast  and 
fish,  the  Bass  Pro  Shops — with  af- 
filiates Outdoor  World  and  Tracker 
Marine — will  generate  $400  mil- 
lion in  sales  this  year,  much  of  it 
from  the  boats  it  manufactures. 
Here  is  a  three-story  waterfall 
complete  with  mountain  goats 
that  have  been  stuffed  by  the 
store's  taxidermy  department. 
Nearby  stands  another  trophy,  a  9- 
foot  grizzly  bear. 

Bored  with  fakes-  There's  also 
an  8-foot-by-32-foot,  29,000-gallon 


freshwater  aquarium  that,  among 
other  things,  holds  Ethel,  an  18- 
pound-plus  bass  insured  by  Lloyd's 
of  London  for  $50,000.  And  check 
out  a  second  29,000-gallon  saltwa- 
ter aquarium  that  serves  as  a  back- 
drop at  the  bar  at  Hemingway's, 
the  store's  200-seat  restaurant. 
"We  don't  want  anybody  leaving 
disappointed,"  drawls  Morris. 

Morris  started  the  business  in 
1971  while  still  a  senior  at  nearby 
Drury  College,  setting  up  a  display 
in  his  father's  liquor  store.  "I  was 
selling  fish-finders  and  rods  and 
lures  designed  by  the  top  fisher- 
men," says  Morris.  Today  his  store 
prints  more  than  20  million  cata- 
logs. About  450  people  now  answer 
127  toll-free  phone  order  lines  24 
hours  a  day,  7  days  a  week.  They 
expect  to  handle  3.2  million  calls 
this  year,  processing  all  orders  on 
132  IBM  System  38  workstations. 
During  the  busy  seasons,  the  store 
ships  100,000  items  a  day,  using 
eight  46-foot  UPS  trailers  that  pull 
directly  into  the  warehouse. 

The  store  is  a  constant  circus. 
Over  200,000  people  paid  $5  each 
to  attend  the  four-day  "World  Fish- 
ing Fair"  in  March.  The  crowds 
were  so  enormous  that  Vice  Presi- 
dent George  Bush  made  a  cam- 
paign detour.  The  crowding  was  so 
intense  that  fire  marshals  closed 
the  store.  "The  customers  got  irate 
only  when  they  could  hear  the  big 
bikini  pageant  going  on  inside," 
says  Morris. — J.A.T. 


Inside  Bass  Pro  Shops,  Springfield,  Mo 
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Rick  Cham  with  S13.000  check 
More  skill  than  luck. 


held  last  year  at  Little  River,  S.C., 
saltwater  fishing  event.  It  drew  1,00 
boats  and  4,502  fishermen  who  con 
peted  for  $350,000  in  prizes  and  casl 
Roughly  30%  of  those  fishermen  tra^ 
eled  to  the  event  from  a  distanc 
greater  than  200  miles,  spending  $2. 
million  during  tournament  week.  Th 
remaining  fishermen,  who  lived  clo: 
er,  spent  $1.8  million,  bringing  tot; 
out-of-pocket  expenses  to  $3.9  mi- 
lion.  Those  fishermen  also  brought  a 
average  of  two  friends  or  family  merr 
bers.  They  in  turn  spent  about  $32 
each,  bringing  the  total  to  $6.2  mi 
lion.  Since  those  dollars  turn  over  a 
estimated  three  times,  the  total  irr 
pact  of  this  three-day  tournament  o 
sleepy  Little  River  (pop.  2,000)  and  it 
neighbors  was  $18.6  million. 

Tournament  prizes  and  product  en 
dorsements  aside,  fishing's  smartes 
pros  are  finding  plenty  of  ways  to  pro: 
it  from  this  phenomenon.  Sometim 
m  the  next  two  years,  profession 
fisherman  Orlando  Wilson,  40,  an 
developer  Tim  O'Neill  hope  to  ope 
what  Wilson  describes  as  the  world' 
largest  sporting  goods  mall  on  a  2 
acre  plot  outside  Atlanta.  Wilson  coi 
tnbuted  the  scheme  and  his  name  t 
the  project,  which  will  require  $3 
million  in  financing.  A  pipe  dream 
Maybe,  but  Wilson  is  already  buildi 
a  29-office  condominium  in  Wood 
stock,  Ga.  Plus,  he  hosts  Fishing  w\ 
Orlando  Wilson  and  produces  Fishi 
with  Roland  Martin  His  talent-man 
agement  company  negotiates  for  hal 
a  dozen  of  the  world's  best  fishermen 
"From  time  to  time  I  fish  profession 
ally,"  he  says,  "but  really,  I  make  m) 
living  in  television."— J.A.T. 
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WIN  A  TRIP  FOR  TWO 
TO  HONG  KONG. 


.MJ  ... 
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the  terrace  at  the  5-star  Regent  International  Hotel. 

Give  us  a  few  minutes  of  your  valuable  time, 
and  you  could  see  it  for  yourself. 


Forbes  is  planning  to  run  a  special  section  about 
xporate  business  meetings  and  incentive  travel.  To  en- 
jre  that  it  reflects  the  interests  of  a  majority  of  our 
saders,  we're  asking  for  some  basic  information  about  the 
nd  of  meetings  your  company  holds . . .  and  your  involve- 
lent  in  the  planning  process. 

Just  complete  and  mail  the  attached  postpaid  ques- 
onnaire  and  you'll  be  automatically  entered  into  our  Hong 
ong  Sweepstakes.  Grand  Prize  is  an  expense-paid  week 
>r  two,  including  luxury  accommodations  at  the  world- 
:ass  Regent  International  Hotel  overlook- 
ig  Hong  Kong  Harbor 

Enter  today.  Spend  a  few  minutes  tell- 
ig  us  about  your  company's  meetings  and 
icentive  travel  plans,  and  you  soon  could  be 
pending  a  week  enjoying  the  harbor  view 
>r  yourself. 


OFFICIAL  RULES  •  NO  PURCHASE  NECESSARY 

1  You  are  automatically  entered  in  the  Hong  Kong  Sweepstakes  by  completing  and  mailing  the 
attached  questionnaire  by  July  1. 1988 

2.  H  questionnaires  have  been  removed  from  this  publication,  you  can  enter  the  Sweepstakes 
by  hand-printing  your  name,  corporate  title,  company  name,  address  and  telephone  number 
on  a  plain  3"  x  5"  piece  of  paper.  Mail  your  entry  to:  HONG  KONG  SWEEPSTAKES,  P.O.  Box 
4307  New  York,  NY  10185-0036.  Enter  as  often  as  you  wish,  but  each  entry  must  be  mailed 
separately  and  received  by  July  1,  1988.  No  responsibility  is  assumed  for  lost,  misdirected  or 
late  mail. 

3.  Odds  of  winning  depend  on  the  number  of  entries  received. 

4.  The  Grand  Prize  winner  will  be  selected  in  a  random  drawing  from  among  all  completed  mail-in 
entries  received  prior  to  the  end  of  the  sweepstakes.  Judging  will  be  conducted  by  Heller 
Marketing  Corp ,  an  independent  judging  organization  whose  decisions  are  final  on  all  matters 
relating  to  this  sweepstakes.  Judging  will  take  place  by  September  1, 1988.  The  Grand  Prize  will 
be  awarded  and  the  winner  notified  by  mail.  The  prize  is  non-transferable  and  no  substitutions 

(including  cash)  are  allowed;  prize  is  subject  to  availability  of  accommo- 
dations and  must  be  taken  by  September  1. 1989.  Taxes,  if  any,  are  the 
responsibility  of  the  winner.  The  winner  will  be  asked  to  execute  an 
affidavit  of  eligibility  and  release. 

5.  Sweepstakes  open  to  residents  of  the  U.S.  except  employees  and  their 
families  of  Forbes,  United  Communications,  their  affiliates,  subsidiaries, 
agencies  and  Heller  Marketing  Corp.  This  offer  is  void  wherever  prohib- 
ited, and  subject  to  all  federal,  state  and  local  laws. 

6.  For  the  name  of  the  Grand  Prize  winner,  send  a  stamped,  self- 
addressed  envelope  to:  Hong  Kong  Winner,  PO  Box  4307  New  York,  NY 
10185-0036 


Personal  Affairs 


By  Ronit  Addis 


Edited  by  William  G.  Flanagan 


Even  first-time  rug  buyers  can  look  smart 
when  purchasing  Oriental  rugs  these  days. 
Lesson  one:  Ignore  investment  potential. 


Rugs  on  the 
market 


ll.irn  Milom~ 


SotIS,  I lil .  rug  importers 
trputer  -if  sign  and  a  palette  of  new  colors. 
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For  centuries  Oriental 
merchants  have  earned  deviliij  | 
reputations  for  pulling  the  wo 
over  the  eyes  of  prospective  buyei| 
It's  much  harder  today,  with  so  man 
quality  carpets  coming  from  so  man 
countries.  But  buyers  should  still  bj 
ware  of  itinerant  auctions  and  perpe 
ual  going-out-of-business  sales. 

The  largest  single  exporter  of  ru, 
to  the  U.S.  today  is  not  Iran  but  Indi 
where  both  traditional  Persian  ai 
Chinese  designs  are  being  reproduce 
Next  comes  China,  followed  by  Ira 
Pakistan,  Rumania  and  Turke 
These  six  countries  accounted  ft 
over  95%  of  all  handmade  Orient 
pile  imported  into  the  U.S.  last  yeai 

The  U.S.  retail  market  for  ham 
made  pile  and  flatweave  rugs,  whic 
has  quadrupled  in  the  last  decade, 
now  estimated  at  about  $1  billio) 
according  to  Leslie  Stroh,  publisher  < 
Rug  News. 

That  $1  billion  doesn't  include  m. 
chine-made  Oriental  rugs,  manufai 
tured  in  Europe  and  the  U.S.  The 
differ  from  the  handmades  in  two  pr 
mary  ways — the  pile  on  the  machim 
made  carpets  is  woven  into  the  ruj 
rather  than  knotted,  and  the  fring 
instead  of  being  an  extension  of  th 
base  of  the  rug,  is  sewn  on.  But  the 
sell  well — not  least  because  they  co; 
about  a  third  as  much  as  handwove 
rugs.  And  some  machine-made  ruj 
can  be  just  as  rich  in  color,  especiall 
Karastan  rugs,  made  by  Fieldcres 
Cannon  in  Eden,  N.C. 

The  handwoven  varieties  availabl 
today  are  not  restricted  to  age-old  n 
gional,  tribal  and  family  designs, 
few  manufacturers  have  even  begu 
using  computer-aided  design  system: 
And  thanks  to  new  dyes,  weavers  ca 
reproduce  traditional  designs  in  co! 
ors  unknown  to  their  ancestors. 

What  does  all  this  innovation  mea 
for  the  first-time  buyer?  Good  valut 
for  one  thing.  Prices  have  held  stead 
for  about  the  last  three  years.  A  well 
made,  9-foot-by- 12-foot  Oriental  ru 
now  retails  for  about  $4,000  to  $7,00( 
(The  bestselling  machine-made  Kai 
astans  retail  at  about  $1,500.) 

What  about  investment  potential 
You  can't  have  it  both  ways.  Thoug) 
still  made  by  hand,  most  modem  rug 
come  in  a  wide  variety  of  designs.  Th 
one-of-a-kind  carpet,  which  obviousl 
has  the  best  investment  potential,  i 
now  rare.  According  to  Aram  Jcrre 
hian,  a  rug  dealer  and  author,  "It's  s< 
expensive  to  develop  a  pattern  for  rug 
that  a  one-of-a-kind  rug  should  not  b 
expected."  Adds  Bill  Ruprecht,  hea< 
of  the  rug  department  for  Sotheby's 
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ypically,  when  you  buy  a  new  rug, 
u're  looking  at  being  able  to  recover 
me  30%  to  60%  of  its  value  if  you 
i  to  sell  it.  It's  like  buying  a  car." 
Note:  The  rugs  that  traditionally 
:ch  the  highest  resale  prices  are  the 

lore  classic  Persian  designs  in  typi- 
1  colors — the  deep  reds  and  blues 
ually  associated  with  Persian  rugs. 
If  you  insist  on  a  carpet  with  invest  - 
ent  potential,  look  to  semi-antique 
antique  rugs  that  have  been  cared 

ir  and  have  withstood  the  test  of 
ne.  Check  these  rugs  carefully  for 
3rn  spots,  repairs  or  faded  colors, 
id  buy  the  best  that  you  can  find  to 
iur  taste.  As  Harry  Hovsepian  of 

'  rawbridge  &.  Clothier  in  Philadel- 
iia  says,    "There's   nothing  worse 
an  a  worn-out  antique." 
As  when  buying  a  car,  comparison 


shop.  A  good  dealer  will  explain  the 
characteristics  of  the  rug  to  you.  Ex- 
pect some  minor  variations  in  your 
rug,  especially  if  it  originates  in  Tur- 
key or  Iran,  both  of  which  have  indus- 
tries that  are  less  standardized  than 
those  of  some  of  the  other  countries. 
Look  for  lots  of  colors  and  shades  in 
the  design,  quality  wool  and  a  tight 
weave.  You  can  determine  the  weave 
by  turning  over  the  rug  and  counting 
the  knots  per  square  inch  in  a  few 
places  around  the  rug.  Look  for  at 
least  100  knots  per  square  inch;  the 
finest  rugs  have  counts  of  more  than 
400  per  square  inch.  Check  the  sym- 
metry of  the  design  by  folding  the  rug 
in  half  (most  designs  are  symmetrical 
along  both  the  length  and  the  width  of 
the  rug)  and  make  sure  the  carpet  is 
clean  (it  should  be  cleaned  before  it 


leaves  the  country  of  origin)  and  that 
the  dyes  haven't  run. 

Finally,  check  the  seller's  policies. 
Many  dealers,  including  some  depart- 
ment store  franchisees,  will  let  you 
try  out  a  rug  at  home  for  a  few  days — 
an  important  plus.  More  than  one  car- 
pet that  pleased  in  the  showroom  has 
died  on  the  living  room  floor. 

Stay  away  from  auctions,  at  least  at 
the  beginning.  You  cannot  return 
what  you  buy  there.  Besides,  some 
rugs  on  auction  are  supplied  by  deal- 
ers, not  estates.  Put  yourself  in  a  deal- 
er's shoes:  Would  you  risk  letting  go 
at  a  bargain  price  on  auction  what  you 
could  sell  for  a  fair  price  in  your  shop? 

For  a  list  of  dealers  in  your  area, 
contact  the  Oriental  Rug  Retailers  of 
America,  P.O.  Box  4728,  Medford, 
Ore.  97501,  503-779-8409. 


mother  member  of  the  wedding 


kt  weddings  that  make  the  society 
pages,  a  quality  video  recording  of 
i  e  big  day  is  now  almost  as  expected 
rice  and  the  wedding  cake.  "I'm 
■  Lining  people  down  now,"  says  Judy 

nthank,    a   videographer   based   in 

reenwich,  Conn.,  whose  customers 
:  ive  included  Alan  Alda  and  Capital 

ities/ABC  chief  Thomas  Murphy. 
i  ita  Bloom  Smith,  a  wedding  coordi- 
:itor  in  Bethesda,  Md.,  estimates 
i )%  of  her  clients  now  insist  on  video 

>verage,  in  addition  to  traditional 
'  ill  photos.  Cost  for  a  top  crew:  $200 

i  $3,600  is  typical,   depending  on 

here  you  live. 

For  that  kind  of  mon- 
,  /,  you  will  get  two  or 
i  /en    three    cameras, 

Electing  as  many  as 
li  hours  of  raw  foot- 

;e.  When  the  event  is 

/er,  the  videographer 

ill   spend   up    to  30 

ours  editing. 

Is  it  hard  to  find  a 

ideographer  for  a  wed- 

■ng  or  special  event? 

'n   the   contrary.    An 

utfit  called  the  Yellow 

age   Research   Group 

:ports  that  the  num- 
isr  of  "video  produc- 

on  services"  listed  in 

Jme  5,000  telephone 

[rectories  jumped 
:1.3%     during     1987, 

om  5,619  names  to 

941.  In  1983  the  cate- 

jry  was  too  small  to 

ack. 

The  problem  comes 

l  selecting  a  pro  who 
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is  good  at  what  you  want  him  or  her 
for — a  wedding,  bar  mitzvah  or  other 
event.  Here  are  some  tips  in  selecting 
a  videographer. 

•  Don't  go  with  a  neophyte,  no  mat- 
ter how  good  his  or  her  reputation  in 
still  photography.  If  the  individual  or 
company  hasn't  done  at  least  50 
events,  be  wary. 

•  Ask  how  much  postproduction 
editing  is  included  in  the  price.  If  it's 
ten  hours  or  more,  you're  probably 
dealing  with  a  competent  pro. 

•  Insist  on  seeing  a  demonstration 
reel  and  meeting  the  videographer. 
(Many  won't  mail  samples,  anyway; 


they  like  to  press  flesh  with  their  cli- 
ents, too.)  Ask  to  see  where  the  edit- 
ing is  done.  Does  it  look  like  a  profes- 
sional setup?  Will  the  video  crew  look 
presentable  to  your  guests?  (On  the 
big  day,  most  pros  will  dress  as  for- 
mally as  you  specify.) 

Most  demo  reels  contain  golden 
snippets  from  several  weddings.  Ask 
to  see  something  different — prefera- 
bly one  or  more  actual  weddings.  Af- 
ter all,  that  is  what  you  are  buying, 
not  a  montage. 

•  Ask  the  videographer  to  walk  you 
through  his  reel.  For  example,  listen 
to  Roy  Chapman,  of  Falls  Church, 
Va.,  who  has  shot  over  200  weddings 
and  other  social  events  in  the  Wash- 
ington, D.C.  area.  You  are  in  his  of- 
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fice,  watching  a  video  of  a  wedding  he 
has  shot.  A  bride  and  her  dad  are 
marching  toward  the  altar.  Chapman, 
seated  before  a  control  panel,  freezes 
the  image  on  the  TV  screen:  "For  this 
shot,  I  instruct  my  back  cameraper- 
son  to  make  sure  that  I  can  see  the 
beauty  of  the  dress.  Sometimes  the 
bride  will  like  the  back  of  her  dress 
better  than  the  front."  The  action  re- 
sumes and,  sure  enough,  as  the  elabo- 
rate train  glides  by,  several  guests  are 
shown  eyeing  it  with  obvious  admira- 
tion. Though  it's  a  shot  most  brides 
would  kill  to  behold,  most  don't  see 
it,  unless  their  weddings  are  being 
shot  by  videographers  like  Chapman. 

Another  scene  at  the  altar:  Dad  lifts 
the  veil,  kisses  his  daughter  gently  on 
the  lips  and  steps  back.  "One  of  the 
problems  this  bride  is  feeling  at  this 
moment  that  you  don't  know  about  is 
that  her  dad  should  have  put  the  veil 
back  on,"  Chapman  says.  "So  she's  a 
little  emotional  right  here,  and  you 
can  see  that.  But  they're  happy.  My 
style  of  video  is  very  up  close  and 
personal.  I  want  to  see  the  eyes,  I  want 
to  see  the  expressions." 

Chapman  also  makes  a  point  of  see- 
ing the  wedding  rehearsal — another 
mark  of  a  careful  videographer. 

Judy  Onthank  is  even  more  finicky 
about  preparation.  Weeks  before  the 
big  day  she  has  clients  fill  out  a  two- 
page  form  that  asks  the  approximate 
time  set  aside  for  each  event,  from  the 
morning  bridal  preparations  to  the 
garter  toss.  She  asks  for  the  names  of 
all  key  participants:  bride  and  groom, 
best  man,  maid  of  honor,  parents, 
grandparents,  clergy,  still  photogra- 
pher, florist.  Florist?  You  bet.  Noth- 
ing cloaks  a  cameraman  better  than  a 
jumbo  floral  arrangement  placed  be- 
side the  altar.  "They  stood  behind  the 
plant  and  shot  through  the  plant,"  Jill 
Tavcllo  recalls  of  her  wedding.  "No 
one  even  knew  they  were  there." 

Here  are  an  even  dozen  experienced 
wedding  videographers,  suggested  by 
wedding  consultants  in  their  respec- 
tive cities.  Special  Video  Productions, 
Greenwich,    Conn.    (Judy   Onthank), 
203-622-4858,  $3,600  to  $5,000.  Klein 
Video  Services,  Northbrook,  111.  (Fred 
Klein),  312-498-2126,  $800  to  $4,000. 
Jewell   Video  Services,    Los   Angeles 
(Dan  Jewell),  213-558-4938,  $1,200  to 
500   Classic  Events,  Falls  Church, 
Va.    (Roy    Chapman),    301-424-3836, 
$2,000  to  $3,000.  Black  Tie  Video, 
Boston    (Mike    Callahan),    617-933- 
$375  to  $750.  Custom  Video 
•i  Services.  Atlanta  (Gloria  Shep- 
9-6144,    $500    to    $900. 
■     's  Video  Productions,  Royal 
h,  Fla.  (Anthony  Ramirez), 


305-798-9339,  $200  to  $700.  Bob 
Mader,  Dallas  (Dennis  Walsh),  214- 
690-5511,  $3,000  to  $4,600.  Trans- 
video,  Mountain  View,  Calif.  (Ray- 
mond Clark),  415-965-4898,  $500  to 
$2,000.  On  Location  Video,  Minne- 
apolis (Allan  Block),  612-546-3220, 
$600  to  $1,800.  Dreamy  Draw  Video, 
Phoenix  (Will  Hegarty),  602-954- 
8844,  $630  to  $1,200.  Video  Memo- 
ries, Denver  (Kim  Love),  303-691- 
9100,  $430  to  900.— Kevin  McManus 

Loose  ends 

Of  course  you  filed  your  tax  return. 

But  if  mutual  funds  are  in  your  portio- 
lio,  there's  a  fair  chance  you  may  have 
made  an  error — in  Uncle  Sam's  favor. 
You  certainly  wouldn't  be  the  only 
one  confused  by  the  Form  1099  sent 
to  you  by  your  mutual  fund.  In  box  1 
on  the  form,  your  dividends  and  other 
distributions  for  the  year  are  tallied. 
In  box  3  your  capital  gains  distribu- 
tions for  the  year  are  reported.  The 
problem  is,  box  1  already  includes  the 
amount  stated  in  box  3.  It  is  easy  to 
assume  otherwise — and  pay  tax  on 
the  capital  gains  twice.  Some  fund 
families,  such  as  Vanguard  Group  and 
Fidelity  Investments,  try  to  alert 
shareholders  of  the  potential  trap,  but 
it  is  still  an  easy  one  to  fall  into. 

Moral:  Check  your  1987  return  be- 
fore it  gets  too  far  into  the  computer's 
maw.  If  you  find  an  error,  you  can 
amend  your  return  by  filing  a  revised 
1040X.  In  fact,  while  you  are  at  it, 
why  not  go  back  and  check  previous 
years'  returns?  Remember,  you  can 
amend  returns  going  back  three 
years. — Stanley  W.  Angrist 

The  appearance  of  winged  keels  is 

causing  a  lot  of  talk  in  a  lot  of  boat- 
yards this  season.  Now  weekend  sail- 
ors can  buy  cruising  yachts  from  man- 
ufacturers such  as  J  Boats  &  Pearson 
Yachts  outfitted  with  the  same  types 
of  keels  that  have  already  transformed 
yacht  racing.  A  winged  keel  adds 
about  2%  to  the  price  of  a  boat,  but 
since  it  has  less  draft,  the  boat  can  be 
sailed  in  shallower  waters. 

Other  items  of  note,  before  you  put 
your  boat  in  for  the  season: 

•  Antifouling  paint.  Thirteen  states 
have  now  banned  the  use  of  tin-based 
antifouling  paints  because  of  environ- 
mental hazards.  New  substitutes  in- 
clude copper  based  Micron  CSC  from 
Intcrlux.  It  releases  antifouling  agent 
as  the  boat  moves  through  water.  So 
the  more  you  cruise,  the  cleaner  your 
hull  will  be.  It  can  be  applied  over  old 
paint.  Cost:  $179.95  a  gallon. 

U.S.  Paint  has  a  100%  tin-free  paint 
called  Gold  Label,  with  a  cuprous  ox- 
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High-tech,  for  the  weekender. 


ide  base.  Cost:  $180.25  a  gallon. 

•  Adhesives.  The  3M  Co.  has  fin; 
ly  come  up  with  some  masking  tap 
that  don't  peel  or  fall  off  five  minut 
after  you  apply  them,  yet  unmask  ea 
ily  and  cleanly  when  your  painting 
done  or  whatever  need  you  had  f 
applying  the  tape  is  past.  No.  225 
weather-resistant  for  one  month;  N 
226  is  solvent-resistant  and  can  st 
on  up  to  three  months;  No.  481  has 
two-year  life  and  is  also  stain-resi 
tant.  Prices  for  a  roll  range  from  $7.1 
to  $28.69. 

•  Sails.  For  the  cruising  saik 
North  Sails,  a  leading  maker  of  racii 
sails,  has  developed  a  new  sliding  ge 
oa  batten  called  the  Crossbow.  I 
pushing  the  genoa  away  from  tl 
mast  when  running  downwind, 
eliminates  the  need  for  a  spinnakt 
Cost:  $350  for  a  40-foot  boat. 

•  Electronics.  If  you  have  a  compu 
er  on  board  (most  racing  yachts  ( 
these  days),  check  out  NAVplus.  Il 
a  software  program  that  marries  1 
ran  and  nautical  charts  to  create  I 
on-screen  picture  of  your  boat's  loc 
tion  and  heading.  You  need  Apple 
Macintosh  Plus,  SE  or  Mac  II  and 
cable  connector  to  the  loran,  and  vc 
la!  No  more  chart-to-loran-to-cha 
routine.  Cost  of  the  program:  $60 
Contact  Peter  Fleiss,  president 
Ocean  Products  Corp.,  at  203-74 
1 1 75  for  information. 

And  finally,  for  sunseekers,  N.j 
Taylor  makes  a  tan-through  bimi. 
top,  which  blocks  UVB  rays  but  lets 
UVAs.  Cost:  around  $200,  from  E  & 
Discount  Marine  Supply,  800-53 
5007. — Katherine  Weisman 
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In  coveralls  or  pinstripes, 
the  team  to  beat  is  Penske  and  Rolex. 


On  a  speedway  or  in  a  board- 
room, winning  is  what  Roger 
Penske  does  best. 

In  the  early  Sixties,  he  was 
one  of  the  country's  leading  pro- 
fessional road- racing  drivers.  By 
the  time  he  was  25,  Penske  had 
won  so  many  races  he  was  twice 
named  driver  of  the  year. 

But  his  greatest  victories 
have  been  won  in  pinstripes.  To- 
day he  is  president  and  chief  eX- 
Day-Date  Oyster  Perpetual.  President  are  trademarks 


ecutive  officer  of  Penske 
Corporation,  a  billion-dollar 
transportation  services  con- 
glomerate. 

He  steered  it  from  a  single 
auto  dealership  to  a  corporation 
employing  4600  people  in  37 
states  and  England. 

However,  the  name  on  the 
executive  suite  still  carries  off  the 
checkered  flag.  Penske  person- 
ally manages  the  racing  team  he 


founded,  and  with  six  wins  at 
Indy,  he  holds  the  all-time  record 
for  an  owner. 

A  man  who  prevails  over 
every  challenge  and  exceeds  each 
demand  for  exacting  perfor- 
mance, Roger  Penske  is  unique 
in  his  universe. 

How  well-teamed,  indeed, 
the  man  is  with 
his  timepiece.  \ui/ 

ROLEX 


Rolex. 


::'  Chronometer  m  18  kt.  gold  and  m  it      UWrYiMnt^Kkelet. 

Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  436,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 

©  J 985  Rolex  Watch  V.  S.  A.,  Inc. 


Careers 


An  insightful  British  comedian  explains 
why  managers  at  all  stages  of  their  careers 
should  embrace  subordinates  who  make 
lots  of  little  goofs 

No  more  mistakes 

and  you're 

through! 


Sixteen  years  ago  Britain's  satirical 
comic  and  self-described  "off-the-wall 
weirdo,"  John  Cleese  of  Monty  Py- 
thon fame,  decided  to  make  training 
films  for  corporations.  "I  was  after  a 
fast  buck,"  Cleese,  now  48,  explains. 
"But  I  made  a  disastrous  miscalcula- 
tion. I  got  interested."  So  interested 
that  Video  Arts,  the  London-based 
company  founded  by  Cleese  and  two 
British  TV  producers,  grossed  $14.5 
million  in  1987  and  has  produced 
more  than  80  training  films  that  use 


• .    film 
Th«  essence  of  creativity. 


dry,  often  surreal  wit  to  make  serious, 
commonsensical  points  stick. 

Forbes  sat  in  on  a  speech,  "The 
Importance  of  Mistakes,"  that  Cleese 
recently  delivered  to  a  training  and 
personnel  conference  in  New  York. 
The  material  was  so  relevant  to  man- 
agers at  all  levels  of  their  careers  that 
we  have  reprinted,  with  Cleese's  per- 
mission, excerpts  below.  (Video  Arts' 
Northbrook,  III.  office  will  soon  mar- 
ket a  tape  of  the  entire  performance, 
at  $95.)  — Dyan  Machan 

Cleese:  "I  want  to  suggest  to  you 
that  unless  we  have  a  tolerant 
attitude  toward  mistakes — I 
might  almost  say  a  positive  attitude 
toward  them — we  shall  be  behaving 
irrationally,  unscientifically  and  un- 
successfully. 

"Of  course,  it  you  now  say  to  me, 
'Look  here,  you  weird  limey,  are  you 
seriously  advocating  relaunching  the 
Edsel?'  I  will  reply,  'No,  Mac.  There 
are  mistakes  and  mistakes.'  There  are 
true  copper-bottomed  mistakes  like 
wearing  a  black  bra  under  a  white 
blouse  or,  to  take  a  more  masculine 
example,  starting  a  land  war  in  Asia 
1  m  talking  about  mistakes  that  at  the 
time  they  were  committed  did  have  a 
chance 

"Let's  first  concentrate  on  taking 
the  risk  ot  making  a  mistake.  Has  it 
occurred  to  you  that  if  you  don't  take 
this  risk,  you  can't  do  or  say  anything 
useful? 

"For  example,  it  you  ask  me  now 
'What  is  the  time"'  I  could  give  you 
the  following  guaranteed- true  answer. 


'It  is  between  five  o'clock  in  t 
morning  and  midnight.'  Right?  Yi 
can't  argue  with  that.  No  chance 
error  there.  Or  I  could  tell  you  that 
is  23  minutes  of  2,  when  it  is  in  fact 
minutes  of  2.  Which  of  those  is  mc 
useful  to  you?  The  true  one  or  t 
mistake? 

"It's  self-evident  that  if  we  cai 
take  the  risk  of  saying  or  doing  sorr. 
thing  wrong,  our  creativity  goes  rig 
out  the  window.  Because  the  essen 
of  creativity  is  not  the  possession 
some  special  talent,  it  is  much  mc 
the  ability  to  'play.'  MacKinnon's  i| 
search  at  Berkeley  in  the  1960s 
1970s  on  professionals  rated  by  tb 
colleagues  as  'highly  creative'  show 
they  were  no  different  in  intelligen 
from  their  less  creative  colleagues 
but  that  they  took  longer  to  stui 
problems  and  'played  with  thei 
more.  Highly  creative  people  kne 
better  how  to  get  themselves  into 
mode  where  they  are  able  to  respoi 
more  spontaneously  to  their  iritj 
itions,  to  explore  out  of  pure  curie 
ity,  to  follow  little  impulses  with  i 
terest  without  immediately  imposii 
critical  thought. 

"For  a  group  to  function  more  cr 
atively,  people  must  lose  their  inhit 
tions.  They  must  gain  the  confiden 
to  contribute  spontaneously  to  whai 
happening,  and  the  inhibition  aris 
because  of  the  fear  of  looking  foolis 
Yes!  It's  nothing  more  than  the  fear' 
making  mistakes.  While  people  a 
held  back  by  this  fear,  while  they  ; 
over  each  thought  they  had  six  tim 
before  expressing  it  in  case  someoi 
will  think  it's  'wrong,'  nothing  usef 
can  happen  creatively. 

"Now,  to  come  to  the  second  half 
my  argument,  a  positive  attitude  t 
ward  mistakes  will  allow  them  to  1 
corrected  rapidly  when  they  occur 

"In  organizations  where  mistak" 
are  not  allowed,  you  get  two  types 
counterproductive  behavior.  Fin 
since  mistakes  are  'bad,'  if  they' 
committed  by  people  at  the  top  tl 
feedback  arising  from  those  mistak 
has  to  be  ignored  or  selectively  reL 
terprcted,  in  order  that  those  top  pe 
pie  can  pretend  that  no  mistake  h; 
been  made.  So  it  doesn't  get  fixe 
Second,  if  they're  committed  by  pe 
pie  lower  down  in  the  organizatio 
mistakes  get  concealed. 

"Taking  concealment  first,  Pet 
Parker,  the  very  successful  form' 
head  of  British  Rail,  said  recentl 
The  hardest  thing  in  management 
the  mistake  concealer.  If  someor 
walks  into  my  office  saying, 
screwed  up,"  I  say,  "Come  on  in." 

"In  the  healthiest  organization 
the  taboo  is  not  on  making  mistake 
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Outstanding. 


A  premium  whisky,  unrivaled  in  quality  and  smoothness  since  1858. 


Born:  Oct.  27,  1939  in  Weston- 
super-Mare,  England. 
1972-present:  Cofounded  Lon- 
don's Video  Arts  Ltd.,  world's 
largest  producer  of  training 
films  (sales,  $14.5  million). 
Films:  Mont)1  Python  ami  the  Holy 
Grail  (1974),  The  Meaning  of  Life 
(1982),  A  Fish  Called  Wanda 
(scheduled  for  release  by  MGM 
in  November  1988). 

Author  (with  psychiatrist 
Robin  Skynner):  Families  and 
Hon-  to  Survive  Them  (1983).  Up- 
coming sequel,  life  and  Hon  to 
Sun  ue  It 

Degrees  in  law  from  Cam- 
bridge University  (M.A.  1963). 
1958-60:  teacher  (English,  histo- 
ry, geography)  at  St.  Peter's  pre- 
paratory school. 
1965:  reporter,  Wewsweek  (lasted 
two  weeks). 

Career  start:  While  at  Cam- 
bridge, Clcesc  joined  the  Cam- 
bridge Footlights,  its  amateur 
acting  group,  which  led  to  ap- 
pearances in  several  BBC  come- 
dy shows,  including  the  series 
The  frost  Report  119661.  Later 
came  Montr  Python's  Flying  Or 
(.as  (1969),  which  spawned  a  se- 
ries of  stage  shows,  books,  rec- 
ords and  films. 

Single,  after  two  marriages 
has  two  daughters,  Cynthia  and 
Camilla 

Favorite  book:  Ethel  the  hard- 
nark  Goes  Quantity  Surveying 
anonymous. 

Role  model:  Caligul.i 

Admires  most    Himself. 

Favorite  pastime:  Doing  m- 
terviews  Eoi  highly  important 
magazines. 

Has    done    commercials    tor 

Sony,  Compaq  Computer,  Kro- 

i    Asks  and  gets  $1 

I     TV  ad  appearance 

it     the   activity,   the 

to  pay." 


it's  on  concealing  them.  But  in  a  mis- 
take-denying culture,  they  are  con- 
cealed and  therefore  not  corrected. 
Worse,  lies  have  to  be  told. 

"This  is  the  essence  of  a  particular 
form  of  comedy  that  has  traditionally 
been  popular  in  Europe — the  farce.  In 
America,  you  have  a  similar  form  of 
entertainment,  usually  called  Some- 
thing-Gate, where  entire  departments 
of  government  officials  pass  their 
working  days  trying  unsuccessfully  to 
conceal  one  key  mistake.  This  type  of 
comedy  is  less  successful  in  Britain, 
simply  because  the  government  there 
has  much  greater  power  to  suppress 
the  best  jokes  in  the  name  of  national 
security. 

"Next,  let's  see  what  happens  if 
the  people  at  the  top  of  organizations 
are  determined  to  show  they  are  in- 
fallible. Peter  Drucker  has  a  nice 
example  of  ignored  feedback  when 
he  refers  to  a  product  he  calls  the 
'investment  in  managerial  ego.'  This 
is  a  product  that  the  manager  be- 
lieved in,  nay,  fought  for  and  which 
has  been  repackaged,  its  salesmen 
retrained,  its  advertising  changed 
and  then  the  agency  subsequently 
sacked,  which  was  then  relaunched 
as  a  seasonal  product — but  which 
has  never  actually  sold.  The  manager 
has  always  reinterpreted  the  feed- 
back from  the  marketplace  so  as  to 
avoid  acknowledging  that  the  prod- 
uct has  been  a  mistake. 

"It  the  corporate  ego  is  so  huge  and 
unrealistic  that  failures  have  to  be 
repackaged  as  successes,  then  disaster 
cannot  be  very  far  down  the  road.  If 
the  heads  of  organizations  cannot 
bear  to  receive  feedback  that  may  sug- 
gest that  mistakes  have  been  made 
and  need  correction,  then  they  will 
increasingly  be  surrounded  by  yes- 
men  and  will  be  increasingly  cut  off 
from  the  feedback  they  need  to  stay 
on  course.  (1  still  treasure,  incidental- 
ly, Sam  Goldwyn's  memo:  'I  don't 
want  any  yes-men  in  this  organiza- 
tion I  want  people  to  speak  their 
minds  even  if  it  docs  cost  them  their 
jobs.') 

"So  once  the  corporate  ethos  is  that 
the  corporation  cannot  have  made  a 
mistake,  then  it's  going  to  go  further 
and  further  off  course.  The  CEO  be- 
comes a  bit  like  a  pilot  in  an  aircraft 
who  says  to  the  altimeter,  'What's  the 
height"  and  hears  the  altimeter  reply, 
What  would  you  like  it  to  be?' 

"The  leading  philosopher  of  sci- 
ence oi  this  century,  Karl  Popper, 
says  that  scientists  do  not  sit  around 
dispassionately  observing  clusters  of 
phenomena  and  then  come  up  with 
rational  explanations  of  them.  He 
suggests    that    scientists    really    get 


'hunches'  and  then  look  around 
examples  to  fit  in  with  their  idd 
And  that,  therefore,  in  the  pursuit! 
scientific    truth,    when    they    h;| 
worked   out   their  hypothesis,   tl 
should  test  it,  not  with  tests  to  prd 
it  right,  but  with  tests  specifics! 
designed  to  prove  it  wrong.  In  Pi 
per's  words,  falsifiable.  All  of  whl 
shows  that  current  philosophical  i\ 
scientific  thought  has  arrived  at 
startling   realization   that   we   lej 
only  from  our  mistakes. 

"Now  we  reach  the  real  probleml 
all  the  evidence  from  business,  si 
ence  and  psychology  suggests  that  I 
best  results  are  obtained  by  riskjf 
mistakes,  and  by  having  a  posit] 
attitude  toward  them  when  they 
cur,  why  are  we  all  so  nervous  abdj 
making  them? 

"I'm  sure  that  the  answer  is  qv 
simply  that  we  all  have  these  ridid 
lous  things  called  egos.  Once  youl 
got  an  ego,  you  want  to  be  right.  1 1 
noticed  this  even  in  my  3-year-(| 
daughter.  If  I  ask  her  a  question  al 
she  doesn't  know  the  answer,  s| 
doesn't  want  to  guess  in  case 
makes  a  mistake.  She  changes  tl 
subject,  even  though  I  tell  her  I 
doesn't  matter. 

"How  can  we  solve  this  probleil 
You  may  be  able  to  persuade  yours| 
and  others  that  admitting  small 
takes  right  away  protects  your  el 
more  efficiently  than  running  the  rij 
of  making  a  far  greater  and  more  pa] 
ful  mistake  later. 

"For  example,  I  chose  to  show 
latest  film  here  in  New  York  ir 
rough  form,  and  actually  encourag 
people  to  damage  my  ego  by  critic! 
ing  it,  so  that  I  can  eliminate  somel 
the  mistakes  and  improve  it.  I  fq 
safer  doing  this  than  sheltering 
self  from  adverse  criticism  now  or 
to  run  the  risk  of  discovering  in  a  fd, 
months'  time  that  it's  Britain's 
swer  to  lleai en's  Gate.  People  say 
body  likes  criticism.  True,  but  I  f< 
safer  getting  the  pain  up  front. 

"Finally,  the  most  effective  wl 
that  we  can  create  an  atmosphere 
tolerance  and  positiveness  towa 
mistakes  is,  of  course,  to  model  it. 
the  early  stages  of  a  discussion,  s| 
that  you  don't  know  the  solutic 
throw  up  a  couple  of  ideas  that,  aftj 
examination,  you  casually  disca 
saying,  'Okay,  I  don't  think  that 
very  useful.'  Better  still,  discuss  a  cc 
pic  of  recent  mistakes  that  you' 
made  and  learned  from. 

"Any  ego-loss  suffered  is  more  thj 
compensated  for  in  my  experience 
the  ego-gain  in  showing  you're 
kind  of  guy  who's  big  enough  to  ac 
when  he's  wrong."  ■ 
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Relaxation  inspired 
by  the  experts. 


It  is  a  splendid  isolation. 

A  constant  sense  of  serenity,  of 
unhurried  luxury. 

And  the  calm  assurance  that  every 
guest  is  someone  very  special. 

Discover  Ramada  Renaissance 
Hotels  —  in  Europe,  in  the  Orient, 
and  now  in  North  America. 

And  experience  the  new 
international  standard  of  comfort 
and  service. 


RAMADA  » 

NAISSANCE 

HOTELS 


USA:  Atlanta,  Atlantic  City  (Tropworld),  Buffalo,  Jackson  (MS),  Las  Vegas  (Tropicana).  Long  Beach,  Mesa  (Phoenix),  Richardson  (Dallas),  Richmond,  San  Francisco, 
oga  Springs,  Springfield  (IL),  Walnut  Creek  (CA),  Washington,  DC.  (Downtown,  Techworld  and  Dulles).  CANADA:  Edmonton,  Montreal,  Regina,  Saskatoon,  Vancouver. 
Also  in  Australia,  China,  Egypt,  Germany,  Israel,  Japan,  Malaysia,  Mexico,  Pakistan,  Sri  Lanka,  Switzerland,  and  United  Kingdom. 
USA  800  228  9898  /  Canada  800  268  8998  /  Ontario  and  Quebec  800  268  8930 


Faces 

Behind  the  Figures 


Dan  Hendrick,  defaulted-bond  expert 
"I  can  usually  spot  cons/ast." 


Edited  by  Jerry  Flint 


Notes  from  the  underground 


One  good  reason  for  getting  rich  in 
New  York  City  is  to  be  able  to 
afford  not  to  ride  Gotham's  700-mile- 
long  subway  system.  Yes,  it  carries 
more  passengers  than  any  subway  in 
the  world,  barring  Moscow's.  But  the 
superlatives  don't  end  there.  People 
who  depend  on  it  think  of  New  York's 
subways  as  the  dirtiest,  most  crime- 
prone  and  least  reliable  in  the  world. 

So  is  Robert  Kiley,  chairman  of  the 
Metropolitan  Transportation  Author- 
ity, crazy?  He's  launched  a  million- 
dollar  newspaper,  radio  and  mail  ad 
campaign  to  lure  at  least  2  million 
new  businessfolk  riders  a  year  at  $1  a 
token.  "We  can't  credibly  persuade 
people  there  aren't  weirdos  down 
there,"  admits  Kiley.  "But  we  want  to 
tell  the  other  side  of  the  story." 

He  figures  115,000  business  people 
ride  in  taxis  and  limousines  in  mid- 
town  Manhattan  between  10  a.m.  and 
3  p.m.  each  workday.  "People  will 
take  any  mode  of  transportation  if  it's 
quick,"  says  Kiley.  "Have  you  seen 
the  traffic  tie-ups  in  midtown  lately?" 

He  could  have  a  point.  The  subways 


are  often  fast,  a  $12  billion  capital 
program  has  provided  a  lot  of  new 
cars,  and  more  stations  will  be  fixed 
up,  too,  he  pledges.  He  admits  there  is 
an  occasional  murder  or  derailment, 
but  brags,  "The  system  is  four  or  five 
times  better  than  it  was  in  1983." 
That's  when  he  took  control.  Strap- 
hangers probably  would  agree  with 
him  on  that.  "Each  day  1,400  crimes 
are  committed  in  New  York,  but  only 
about  35  take  place  in  the  subway," 
he  adds. 

Kiley  was  Boston's  transportation 
chief  and  a  deputy  mayor  there  before 
he  got  the  MTA  job.  New  York  sub- 
way workers,  showing  how  they  felt 
about  anyone  threatening  to  toughen 
work  standards,  pelted  him  with 
stones  on  his  first  inspection  tour  of 
the  system. 

He  rides  the  system  once  a  week  to 
see  how  the  improvements  are  com- 
ing, but  at  $150,000  a  year,  he  is  im- 
portant enough  to  be  driven  each  day 
from  his  Manhattan  apartment  to  the 
job. — Robert  T.  Grieves 


M 

ii  York  City's  Metropolitan  Transit  Authority 
r  a  little  risk,  a  businessman  gets  uptown  fast. 


Thomas  f-ngl 

Straight  time 

I  have  something  to  tell  you,"  sa'i 
Bay  City  Securities'  Dan  (Snak 
Hendrick.  "I'm  an  ex-con."  He  admi 
to  serving  38  months,  from  May  19/ 
to  July  1974,  on  a  Virginia  road  gai 
for  drug  trafficking  and  for  attemptii 
to  escape  through  a  swamp.  Anoth 
strike  against  his  reputation:  He  spei 
about  two  years  at  Hereth  Orr  | 
Jones,  which  was  shut  down  by  regi 
lators  in  late  1983  after  it  had  peddk 
hundreds  of  millions  of  dollars  i^ 
nearly  worthless  retirement  cent: 
bonds.  "My  original  clients  and  | 
learned  the  business  the  hard  way 
says  Hendrick. 

These  days  Hendrick,  now  38,  f 
one  of  the  foremost  authorities  ar. 
marketmakers  in  troubled  and  d< 
faulted  municipal  health  care  bond 
His  expertise  is  vouchsafed  by  th 
Bond  Investors  Association  in  Mian'] 
Lakes,  Fla.,  which  tracks  defaulte 
municipals.  The  National  Associ^ 
tion  of  Securities  Dealers  and  author 
ties  in  Georgia  report  no  securitic 
violations  against  him. 

He    tracks    some    1,200    differer 
bonds  on  a  computer  in  his  Atlant 
home,  where  he  lives  with  Duke, 
mongrel  pit  bull.  For  one  defaulte 
Ohio  nursing  home  issue,  Hendrici 
kept  digging  until  he  discovered  that  | 
hospital  had  already  offered  over 
million    for    the    bankrupt    nursir 
home.  He  and  his  clients  accumulai 
ed  nearly  30%   of  the  $2.6  milliaj 
outstanding  for  as  low  as  68  cents  o| 
the  dollar.  "They  should  pay  off 
par,"  he  says. 

The  market  for  defaulted  municipa 
nursing  and  retirement  home  bonds  i| 
small  (some  $1.2  billion  are  outstand 
ing)  and  murky,  but  Hendrick's  tak 
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as  risen  from  the  35  cents  a  day  he 
irned  on  the  road  gang  to  $80,000  a 
ear.  He  says  his  experiences  in  stir 
re  applicable  in  the  market.  "You 
icet  a  lot  of  bad  people  in  prison," 
lys  Hendrick.  "Nowadays  I  can  usu- 
[ly  spot  cons  pretty  fast,  especially  in 
rospectuses." — Matthew  Schifrin 


Waterman  pen 's  Francine  Gomez 
Luxury,  romance  .  . .  and.  it  unites,  too. 


Ian  bites  dog 

f  s  Japan  being  deindustrialized? 
L  "The  production  level  in  Japan  is 
ropping.  We're  moving  our  manufac- 
iring  base  to  the  U.S  and  the  U.K. 
/hat  I'm  afraid  of  is  that  Japanese 
ldustry  generally  is  moving  out  of 
ae  country,"  says  Atsushi  Mura- 
latsu,  executive  managing  director 
nd  the  chief  financial  officer  of  Nis- 
an  Motor  Co.  of  Japan,  the  world's 
jurth-largest  car  producer.  "And 
nee  we  establish  a  full  network  of 
lants  in  the  U.S.  and  the  U.K.,  for 
xample,  it  will  be  hard  to  leave,  even 
:  the  dollar  goes  back  up.  This  is  what 
ias  been  happening  to  the  U.S.  when 
our  companies  went  abroad.  Now 
t's  hard  for  them  to  come  back." 

Muramatsu,  61,  joined  Nissan  in 
986  after  35  years  with  the  Industrial 
lank  of  Japan,  where  he  was  manag- 
ng  director.  Nissan,  of  course,  has 
>een  in  trouble:  Sales  in  the  U.S.  and 
apan  have  sagged,  and  in  fiscal  1987 
t  ran  an  8  billion  yen,  or  $61  million, 
oss,  using  Japanese  accounting — its 
irst  loss  as  a  public  company.  In  fiscal 
988  (ended  Mar.  31)  Nissan  rebound- 
d  to  a  Y45  billion  profit— about  $350 
nillion — but  the  cars  still  aren't  sell- 
ng  particularly  well. 

"The  first  half  [of  fiscal  1989]  will 
lot  be  good,  not  until  new  products 
ire    introduced,"    Muramatsu    says. 


Vinn  Kjichiaa  PhiKu  shutllc  Japan 


v  issan  's  Atsushi  Muramatsu 

Good-bye  factories?  Good-bye  jobs. 


Four  new  models  are  coming  over  the 
next  year  to  spur  sales  in  the  key  U.S. 
market:  a  new  SX  sporty  car,  a  new 
$20,000-plus  Maxima  sedan,  which 
will  have  heads-up  display  (informa- 
tion projected  on  the  windshield,  as  in 
fighter  planes),  and  next  spring  a  new 
300ZX  sports  car  and  a  4-wheel-drive 
multipurpose  vehicle. 

But  he  comes  back  to  the  employ- 
ment problem.  "To  keep  employ- 
ment, to  give  jobs,  is  a  social  obliga- 
tion in  Japan,"  he  says.  About  5,000 
Nissan  workers  have  been  sent  out  to 
work  as  a  sales  force  for  dealers  be- 
cause there  aren't  jobs  for  them  at 
Nissan.  But  they  are  to  be  brought 
back  after  three  years. 

Meanwhile,  Nissan  keeps  deindus- 
trializing  in  Japan,  building  up  U.S. 
plant  and  research  facilities.  "Our 
goal  is  to  have  a  completely  Ameri- 
can-designed product  by  1992,"  says 
Muramatsu.  Then  he  jokes  at  the  title 
of  a  recent  popular  book  about  Nissan 
and  Ford:  "We're  not  going  to  call  that 
car  the  Reckoning." — J.F. 


La  plume  de 
Madame  Gomez 

One  hundred  and  five  years  ago, 
Lewis  Edson  Waterman  was  writ- 
ing an  insurance  deal  when  his  pen 
leaked  on  the  contract.  That  ruined 
the  deal.  Waterman  was  so  mad  he 


Agnes  BonnotA'u  Contact 

went  home  and  invented  a  better  pen. 

That  Waterman  pen  business  was 
pretty  good  for  the  next  70  years  or  so, 
until  ballpoints  put  the  company  out 
of  business  in  the  U.S.  The  French 
distributor,  however,  kept  making 
pens,  and  eventually  his  great-grand- 
daughter, Francine  Gomez,  took  over. 
Taxes,  nationalization  threats,  all  the 
old  French  problems  were  part  of  the 
Waterman  history  in  the  1960s  and 
1970s.  "Old  products,  old  people,  old 
ways.  That  was  our  plague,"  says 
Mme.  Gomez. 

But  today  Waterman  is  back  on  sol- 
id ground  (sales  $24  million  last  year) 
and  rebuilding  its  U.S.  market.  "In  the 
last  five  years,  our  share  of  the  Ameri- 
can quality  pen  market — 11  million 
higher-priced  pens  a  year — has  in- 
creased to  12%  from  4%,"  she  says. 

"These  pens  should  be  considered 
works  of  art,"  says  Gomez,  who  is  the 
president  of  Paris-based  Waterman 
S.A.  "They  are  symbols  of  luxury  and 
romance." 

Gillette  of  Boston  bought  Water- 
man for  $40  million  in  1986,  leaving 
Gomez  in  control,  and  she  thinks  the 
market  is  just  beginning  to  grow.  But 
what  are  people  doing  with  those  fan- 
cy pens?  Writing  sonnets  or  love 
songs?  Enough  of  romance,  answers 
Gomez:  "People  like  to  use  them  to 
sign  checks  or  mark  their  initials  on 
important  documents." — R.T.G. 
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BeJJSouthti 

growing  by  design, 


BellSouth 's  telephone  operating 
companies,  Southern  Bell  and 
South  Central  Bell,  continue  to 
offer  new  products  and  services 
to  an  expanding  customer  base 
of  over  14  million. 

At  the  same  time,  BellSouth 
is  committed  to  developing  new 
businesses  that  are  a  natural 
outgrowth  of  BellSouth 'stele- 
communications  expertise. 

On  January  1.1986.  BellSouth 
Enterprises  was  famed  Its 
purpose:  To  direct  all  BellSouth 
ibsidiaries  in  businesses 
'  than  regulated  telephone 
oes. 

ay  BellSouth  Enterprises 
consists  of  three  groups  com- 
pris«  h  ;  a  rapidly  growing  num- 
ff  companies  and  joint 
:s  throughout  the  US 
id  the  world. 


A  Leader  In  Directory 
Advertising  And  Publishing 

The  companies  of  the 
BellSouth  Advertising  and 
Publishing  Group  include  the 
leading  publisher  of  traditional 
and  specialized  directories.  In 
addition,  these  vertically  inte- 
grated companies  offer  exper- 
tise in  advertising  sales,  compu- 
ter-based pre- press  production 
and  photocomposition,  graph- 
ics, printing  and  binding. 

Helping  Companies 
To  Manage  Information 

The  BellSouth  Communica- 
tions Systems  Group  markets 
products  and  services  that 
keep  BellSouth  in  the  forefront  of 
the  telecommunications  indus- 
try. Throughout  the  US  and 
Europe,  the  Group  offers  a 


range  of  products  from  office 
automation  equipment  to  com- 
puter leasing  and  maintenance. 

Focus  On  The 
Booming  Cellular  Market 

The  companies  of  the  BellSouth 
Mobile  Systems/International 
Group  focus  primarily  on  the 
rapidly  growing  mobile  telephone 
market.  Already  in  many  major 
American  cities,  they  are  quickly 
penetrating  markets  in  England, 
Western  Europe  and  Australia. 

In  the  years  to  come,  BellSouth 
Enterprises  will  continue  to  play 
an  important  role  in  BellSouth  s 
commitment  to  maintain  high 
service  standards,  emphasize 
telecommunications,  and  pur- 
sue orderly  corporate  growth. 
With  such  a  strategy,  it's  no  won- 
der the  future  looks  so  exciting. 


Clem  Patlon,  BellSouth  Enterprises  \ 
President  —  Planning  and  Developn 
outlines  some  areas  in  which  BellSou 
developing  new  businesses  that  are  a 
natural  outgrowth  of  the  company's 
telecommunications  expertise. 


SOUTH  CENTRAL  BELL  •  SOUTHERN  E 
BELLSOUTH  SERVICES 

BELLSOUTH  ENTERPRISES 
COMMUNICATIONS  SYSTEMS  GROUP 

BellSouth  Advanced  Systems* 

BellSouthGovernment  Systems  •  BellSouth  ] 

Systems  Technology  •  Oataserv,  Inc 

•  Universal  Communications  Systems 
MOBLESTSTEMS'MTEflNATIONAL  GROUP  I 
BellSouth  Mobility  •  BellSouth  International  j 

•  American  Cellular  Communications 

'  Link  Telecommunications 
ADVERT  ISJNG  AND  PUBUSHMG  GR 
BettSouth  Advertising  A  Publishing  Corporal 
L  M  Berry  and  Company*  BellSouth  Into 
Systems  •  Stevens  Graphtts  •  TechSouth  I 

OTNER  COMPANIES 

BellSouth  Advanced  Networks 
•  BellSouth  Educational  Services 
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Shaping  the  future  of  tdecommunicai  I 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 
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rogrammed  volatility.  Both  the  Dow  and  the  Wilshire 
idex  hit  postcrash  highs  Apr.  12.  But  two  days  later  the 
low  fell  101  points.  During  the  last  week  of  trading  two 
O-plus-point  intraday  gains  on  the  Dow  were  wiped  out. 
Are  those  program  arbitragers  to  blame?  Maybe,  al- 
lough  a  good  case  can  be  made  that  to  blame  them  is  to 
lame  the  messenger.  When  sell  orders  pile  into  the 
Chicago  S&P  500  pit,  futures  prices  get  out  of  alignment 
'ith  the  stocks  back  in  New  York.  The  arbitragers  bring 


the  trading  back  into  alignment  by  buying  futures  and 
selling  stocks.  The  culprits,  if  that  is  the  word,  are  the 
people  selling  the  futures,  not  the  arbitragers. 

At  the  final  bell  Apr.  22  the  Dow  was  off  3.6%  for  the 
two  weeks;  the  NYSE,  3.3%;  the  Amex,  0.8%;  and  Nas- 
daq, 2% .  The  Dow  is  now  right  where  it  closed  on  the  first 
trading  day  in  January.  But  the  Dow  is  a  rather  unbalanced 
market  indicator  (see  story,  p.  136).  The  more  representa- 
tive Wilshire  index  is  up  3.8%  since  then. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

0.3 

0.5 

1.8 

0.3 

1.2 

0.4 

in  last  52  weeks 

-8.0 

-8.0 

-9.9 

-7.7 

-7.4 

-9.4 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-0.4 

3.7 

2.1 

-0.1 

0.9 

1.6 

0.3 

4.0 

2.1 

1.7 

-0.1 

2.2 

in  last  52  weeks 

-2.3 

18.0 

15.2 

3.6 

-4.4 

-2.3 

-1.4 

21.5 

15.1 

4.4 

0.5 

15.2 

■Vilshirc  index  reflects  [ 
\  stock's  sensitivity  to  o 
rowth  image,  determine 

rice  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements 
verall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 
d  by  Wilshire  Associates. 

of  equity  since  index  was 
more  stable.  4A  quantitati 

created.  2Based  on  sales 
ve  evaluation  of  a  stock's 

Jote:  All  data  for  pei 

iods  endini 

; 4/22/88. 1 

'repared  by 

Wilshire  i 

Associates, 

Santa  Mor 

lica,  Calif. 

Sievo'  Ramos 
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Where  the  Action  Is 


Downdraft.  The  transportation  group  suffered  a  3.1%  loss 
over  the  two-week  period.  Texas  Air,  troubled  by  a  special 
federal  safety  inspection,  the  prospect  of  financial  strains 
and  labor  problems,  dropped  12.5%  in  the  last  ten  trading 
days.  USAir  Group  fell  11.5%,  while  NWA  was  off  9%. 
But  the  market  was  friendlier  to  Trans  World  Airlines, 
which  received  a  new  buyout  offer  from  its  chairman,  Carl 


Icahn,  and  rose  17.1%.  AMR,  parent  of  American  Airline 
posted  a  2.1%  gain. 

The  prospect  of  higher  oil  prices  helped  energy  stoa 
produce  the  largest  four-week  gain  and  the  smallest  tw 
week  loss.  Ocean  Drilling  &  Exploration  shows  the  be 
two- week  result,  a  gain  of  15.4%.  Both  Quaker  State  ai 
Union  Texas  Petroleum  Holdings  rose  nearly  10%. 


/\/  Percent  change  in  last  52  weeks   OO  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


Stocks  are  not  outrageous  bargains,  but  the  recent  market 
decline  coupled  with  a  rise  in  many  198.S  earnings  esti- 
mates makes  all  nine  Wilshue  sectors  look  cheaper.  Ex- 


ample: Consumer  durables'  market  value  fell  2.1%  in  tv 
weeks,  but  the  group's  1988  estimates  rose  3.4%  as  i 
predicted  1988  P/E  declined  7.9%,  to  12.8. 


forecasting  the  Forbes  Sales  500 


Rank  based  on 
iluniii'  in  estimate 


Sect  OI 


Performance 
period 


Average 
earnings  per 

share  P/E 


latest  12  months 
.   ss  estimates 
1'.'89  estimates 


$2.55 
3.53 
1.91 


14.7 

10.6 

9.7 


it  durables 


Raw  malt-rials 


Transportation 


Capital  goods 


tncrg> 


(  nnsunu-r  nondurables 


Itilitics 


Technology 


Finance 


I  st  united  1988 
r  PS  P/E 


S4.15 


2.98 


2.44 


2.53 


2.82 


2.54 


2.43 


2.80 


3.46 


12.8 


11.1 


11.3 


14.6 


13.9 


12.8 


9.4 


11.6 


7.6 


%  change  in  1988  estima 
in  2  weeks       in  4  week: 


1 


3.42% 


1.39 


0.60 


0.59 


0.07 


-0.09 


-0.35 


-0.46 


-0.79 


5.02% 


2.06 


0.93 


1.12 


-0.69 


-0.15 


-0.35 


-0.53 


-1.47 


n  weighted  consensu!  mrinmrn  from  over  2, (XX)  security  analysts  Data  arc  compiled  and  updated  continually  by  the  Institutional  Brokj 
s  Ryan,  .1  New  York-based  brokerage  linn 
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Howfestyou 

get  black  and  blue  depends 

on  who  you  punch. 


Why  is  the  competition  afraid  of  our  490Z? 

Because  when  you  punch  it,  you  get  black  and  blue  faster 
iian  any  other  copier  in  the  world.  (Not  to  mention  red,  green, 
nd  sepia.) 

Thanks  to  an  extraordinary  process  called  Simul-color,™ 
wo-color  copies  are  whisked  out  in  a  single  step. 

Should  your  tastes  run  to  a  more  economical  two-color 
opier,  there's  the,370  with  Selecta-color.™  Or  you  can  choose 

mul-color  and  Selecta-color  arc  trademarks  of  Minolta  Corporation .  ©  1988  Minolta  Corporation 


the  370Z,  which  offers  all  the  features  of  the  370,  plus  zoom, 
editing  and  optional  duplexing. 

To  put  them  to  the  test,  call  1-800-USA-DIAL,  ext.  777  for 
the  Minolta  dealer  nearest  you. 

We're  sure  they'll  come  out  with  flying  colors. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


Statistical  Spotlight 


If  next  years  earnings  for  just  30  stocks 
come  through  as  expected . . . 


Could  the  Dow 
break  3000? 


By  Evan  Sturza 


It's  an  abacus  in  this  day  of  high- 
speed computers,  a  lopsided  and 
not  very  representative  index.  But 
habits  die  hard,  and  so  the  Dow  lones 
industrial  average  remains  the  best- 
known  market  barometer  in  spite  of 
its  statistical  shortcomings.  It  isn't 
even  a  good  proxy  for  the  market.  Its 
30  stocks  have  a  combined  market 
capitalization  of  only  $443  billion,  or 
17%  of  the  entire  market  as  measured 
by  the  inclusive  Wilshire  index.   If 


those  30  stocks  do  well,  investors  will 
feel  bullish  even  if  the  market  as  a 
whole  isn't  doing  terribly  well. 

Could  the  Dow  top  3000  by  the  end 
of  next  year?  It's  not  an  outlandish 
thought.  Analysts  are  forecasting 
$208  in  1989  earnings  for  the  index,  so 
a  P/E  of  15  (which  is  where  the  mar- 
ket is  now)  would  put  the  Dow  over 
3100.  A  P/E  of  12  and  a  somewhat 
disappointing  earnings  total  of  only 
$190  would  still  leave  the  Dow  at 
2280  a  year  and  a  half  from  now.  On  a 
worst-case  basis,  with  disappointing 


earnings  and  a  P/E  of  only  9,  the  ri: 
would  be  a  modest  15%  or  so  down 

The  fact  is,  the  bull  market  of  tl 
mid-1980s  wasn't  as  much  of  a  bi 
market  as  it  might  have  appeared, 
real    (inflation-adjusted)    terms,    tl 
Dow  would  be  at  2770  already  if 
were  to  equal  its  high  at  the  end 
1972  (see  chart  below). 

Unlike  more  modern  market  inde 
es,  the  Dow  is  price-weighted.  A  $f 
stock  moves  it  twice  as  fast  as  a  $^ 
stock.  A  10%  gain  in  Woolworth  (r 
cent  close,  54 V%),  for  example,  wou 
push  the  average  up  7.2  points,  whi 
a  10%  gain  in  AT&T  (26V2)  wou 
push  it  up  only  half  as  far.  But  : 
market  capitalization,  AT&T  is  ei; 
times  as  weighty  as  Woolworth. 

The  Wilshire  index,  covering  5,7(1 
issues,  is  capitalization-weighted.  ll 
it,  AT&T  counts  eight  times  as  heav 
ly  as  Woolworth.  So,  too,  in  Standaij 
&  Poor's  index  of  500  stocks. 

In  short,  people  who  are  askir] 
where  the  market  will  go  and  defirl 
the  answer  in  terms  of  the  Do 
should  be  paying  unusual  attention  il 
Woolworth's  earnings,  even  thoug 
this  retailer  is  no  longer  a  big  force  1 
the  economy.  Analysts,  as  it  happen! 
are  expecting  a  14%  gain  in  Woqt 
worth's  earnings  this  year  and  anotl' 
er  13%  in  1989. 

What's  the  outlook  for  the  who 


I 


The  crash  of  the  Dow 


To  most  people,  the  crash  was  on  Oct.  19.  But  these  different  crash  surfaces — a  ten-year  crash  from  1972  to 
charts  take  a  long  view,  using  year-end  closes  that  make  1982.  But  then,  in  real  terms,  the  Dow's  earnings  are 
1987  into  a  flat  year.  Figure  in  inflation,  however,  and  a      only  now  catching  up  to  where  they  were  in  1972. 


The  Dow 
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iasket  of  30  stocks?  Pretty  good,  if 
onsensus  forecasts  from  the  Institu- 
ional  Brokers  Estimated ystem  are  on 
arget  (see  table  below).  They  predict 
hat  earnings  on  the  Dow  will  jump 
learly  43%,  to  $189,  this  year.  But 
here's  less  to  that  improvement  than 
neets  the  eye.  In  1987  the  Dow  was 
iurt  by  Texaco's  $18.15  loss.  An  aver- 
ge  18.7%  increase  is  expected  for  the 
emaining  29  stocks. 

Dow  watchers  should  also  be  very 
inhappy  that  Merck  is  splitting  its 
tock  3-for-l.  Merck  has  excellent 
arnings  prospects,  but  the  split  will 


reduce  the  favorable  impact  of 
Merck's  earnings  gains  on  the  com- 
posite earnings  for  the  Dow  index. 
Why?  Before  the  split,  Merck  was 
trading  at  157  and  carried  three  times 
the  weight  of  Woolworth.  After  the 
split,  it  will  have  Woolworth's 
weight. 

Although  it  will  reduce  Merck's  fu- 
ture influence  on  the  average,  the 
split  won't  cause  the  Dow  to  take  a 
hit  on  the  day  it  takes  place.  That's 
because  the  price  average  is  adjusted 
after  every  split.  When  Charles  Dow 
started  his  industrial  average  of  11 


stocks  in  1884  he  simply  added  up  the 
prices  of  all  1 1  issues  and  divided  it  by 
1 1 .  That  divisor  has  changed  over  the 
years  every  time  the  index  gained  or 
lost  a  stock  or  a  stock  had  a  split.  In 
1928,  when  the  list  was  expanded  to 
its  current  size  of  30,  the  divisor  be- 
came 16.02;  it  is  now  0.754.  Thus,  the 
1988  Dow  close  for  Apr.  20  shown  in 
the  table  is  the  sum  of  the  prices 
shown  divided  by  0.754. 

What's  the  bottom  line?  That  the 
Dow  is  more  of  a  symbol  than  a  yard- 
stick. And  that  as  a  symbol  it  is  not  as 
overpriced  as  it  may  look.  ■ 


Dow 

earnings  look 

good 

Analysts  are  predicting  an  18.7%  increase  in  1988  earn- 
ings for  the  Dow  industrials  (not  counting  Texaco).  For 
1989,  earnings  are  supposed  to  hit  $208,  which  would 

keep  the  Dow  comfortably  above  2000,  if  only  the 
price/earnings  multiple  comes  in  at  10  or  better.  The 
Dow  is  currently  trading  at  15  times  trailing  earnings. 

Company 

Price 

— 5  year — 
Recent       high    low 

— %  change  EPS— 

1988/87         1989/88 

est                est 

P/E 

1987               1989 
actual              est               Yield 

1987 
actual 

1988 
est 

1989 
est 

Allied-Signal 

30% 

55- 

26 

$3.55 

$2.99 

$3.32 

-16% 

11% 

9                    9                 5.8% 

Alcoa 

45% 

65- 

30 

2.52 

5.36 

5.75 

113 

7 

18                    8                  2.6 

American  Express 

24 

41- 

13 

1.20 

2.72 

3.20 

127 

18 

20                   8                 3.2 

AT&T 

26V4 

36- 

15* 

1.88 

2.14 

2.39 

14 

12 

14                   11                  4.5 

Bethlehem  Steel 

19% 

30- 

5 

1.48 

3.30 

3.92 

123 

19 

13                    5                 0.0 

Boeing 

45 

65- 

24 

3.10 

3.59 

5.44 

16 

52 

15                     8                  3.1 

Chevron 

45% 

65- 

29 

2.94 

3.35 

3.76 

14 

12 

16                   12                  5.2 

Coca-Cola 

37 

53- 

15 

2.43 

2.76 

3.19 

14 

16 

15                   12                  3.2 

Du  Pont 

82% 

131- 

45 

7.39 

8.13 

8.59 

10 

6 

11                   10                  4.1 

Eastman  Kodak 

40 

71- 

27 

3.52 

4.05 

4.51 

15 

11 

11                     9                  4.5 

Exxon 

41% 

51- 

16 

3.43 

3.61 

3.83 

5 

6 

12                   11                  4.8 

General  Electric 

39  V* 

66- 

23 

2.33 

3.67 

4.08 

58 

11 

17                   10                  3.6 

General  Motors 

72'/4 

94- 

50 

10.06 

9.32 

7.49 

-7 

-20 

7                   10                  6.9 

Goodyear 

62  Yi 

77- 

23 

12.73 

8.26 

8.38 

-35 

1 

5                     7                  2.6 

IBM 

112% 

176- 

99 

8.72 

9.83 

11.06 

13 

13 

13                  10                 3.9 

Intl  Paper 

42% 

58- 

22 

3.68 

4.99 

5.07 

36 

2 

12                    8                  2.8 

McDonald's 

41  Vi 

61- 

17 

2.89 

3.42 

3.91 

18 

14 

14                    11                    1.2 

Merck 

157>/2 

223- 

39 

6.68 

8.54 

10.57 

28 

24 

24                    15                   2.4 

Minn  Mining  &  Mfg 

58% 

84- 

35 

4.02 

4.66 

5.09 

16 

9 

15                   12                  3.6 

Navistar  Intl 

6W 

15- 

4 

0.50 

0.77 

0.84 

54 

9 

13                     7                  0.0 

Philip  Morris 

86 'A 

125- 

28 

7.75 

9.85 

11.96 

27 

21 

11                                        4.2 

Primerica 

26 

54- 

19 

3.35 

3.57 

3.65 

7 

2 

8                     7                  6.2 

Procter  &  Gamble 

76'/4 

104- 

46 

1.87 

5.88 

6.67 

214 

13 

41                   11                  3.7 

Sears,  Roebuck 

34% 

60- 

26 

3.95 

4.62 

4.92 

17 

6 

9                     7                  5.8 

Texaco 

46% 

51- 

24 

-18.15 

2.55 

3.08 

NM 

21 

NM                   15                  6.4 

USX 

31% 

39- 

15 

0.49 

2.60 

2.90 

431 

12 

64                   11                  3.8 

Union  Carbide 

22% 

33- 

11 

1.76 

2.74 

3.04 

56 

11 

13                     8                  6.6 

United  Technology 

38% 

61- 

29 

4.52 

4.97 

5.42 

10 

9 

8                     7                  3.7 

Westinghouse 

50 

75- 

21 

5.12 

5.67 

6.02 

11 

6 

10                    8                  3.4 

F.W.  Woolworth 

54'/8 

60- 

15 

3.81 

4.33 

4.88 

14 

13 

14                   11                  2.4 

Average/total 

1988t 

2890-1049t 

$131.99 

$188.65 

$208.13 

43% 

10% 

15                   11                  3.8% 

•Range  less  than  5  years. 

tDow  Jones  industrial  average. 

Source:  IBES,  a  Sennet 

of  Lynch,  Jones 

&  Ryan  ina  Micro/ Scan  from  Lotus  CD  Investment. 
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"We  build  relationships, 
not  deals." 


"At  MetCredit,  we  recognize  that 
capital  is  basically  a  commodity.  In  equip- 
ment financing,  quality  service  makes  the 
difference  —  it's  not  only  what  you  provide,  a 
it's  how  you  provide  it. 

"Good  business  relationships  develop 
out  of  a  combination  of  several  key  ele- 
ments: knowledgeable  and  responsive  sales 
professionals,  an  experienced  and  resource- 
ful support  group  and  a  can  do'  attitude 
that  finds  the  opportunity  behind  every 
business  challenge.  Together,  they  help  us 
ensure  that  each  transaction  reflects  the 
specific  financing  needs  of  each  customer. 

"These  elements  all  share  one  thing  in 
common  —  an  emphasis  on  service.  We 
strive  to  bring  quality  service  to  every 
MetCredit  customer  because  quality  service 
builds  relationships.  And  our  future  depends 
on  the  relationships  we  build  today." 

Look  to  MetCredit  for  innovative 
capital  financing  that  matches  your 
unique  financing  needs  —  now  and 
in  the  future.  Call  or  write  for 
more  information.  For  solutions 
that  make  financial  sense, 
we're  the  logical  choice. 

^     John  R  Spain,  Jr. 

Senior  Vice  President,  Sales 


METLIFE  CAPITAL  CREDIT 
CORPORATION 

A  METROPOLITAN  LIFE  COMPANY 

Ten  Stamford  Forum,  P.O.  Box  601 
Stamford,  CT  06904  (203)  328-2844 

©1988,  MecLife  Capital  Credit  Corporation 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Nursing  homes  may  deserve  the  rotten 
reputation  they  have  in  the  bond  market, 
but  hospitals  frequently  dont. 

BILL  OF  HEALTH 


By  Ben  Weberman 


Empty  beds  .  .  .  Medicare  cut- 
backs .  .  .  uncollectible  receivables. 
Yes,  nonprofit  hospitals  have  their 
financial  risks,  and  their  tax-ex- 
empt bonds  aren't  as  solid  as  those 
backed  by  taxing  power.  But  with 
proper  selection,  a  hospital  bond 
can  deliver  a  return  more  generous 
than  other  types  of  revenue  bonds. 
One  reason  may  be  the  guilt-by-as- 
sociation myth.  Investors  avoid 
hospital  debt  partly  because  they 
lump  it  with  life  care  center  and 
nursing  home  bonds,  some  of  which 
are  little  short  of  scandalous 
(Forbes,  Jan.  25). 

To  be  sure,  the  fluctuation  in 
Medicare  reimbursement  rates  can 
hurt,  and  in  recent  years  rating 
agency  downgrades  have  outnum- 
bered upgrades  by  a  wide  margin. 
But  I've  been  able  to  turn  up  only 
three  rated  hospital  issues  that  have 
defaulted,  none  in  the  past  ten  years 
and  none  major  in  size.  They  repre- 
sent $40  million  of  trouble  in  a  sec- 
tor of  the  municipal  market  with 
some  $25  billion  outstanding. 

The  perceived  risks  of  health  care 
can  add  10  to  25  basis  points  (0.1% 
to  0.25%)  of  yield  to  a  bond  labeled 
"hospital"  compared  with  a  similar- 
ly rated  "electric  power,"  "water" 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine 


or  "single-family  mortgage  finan- 
ce." As  opposed  to  the  even  safer 
state  and  city  general  obligation 
bonds,  backed  by  full  faith  and  tax- 
ing powers,  good  hospital  bonds  can 
pay  an  extra  50  basis  points.  Yet 
general  obligation  does  not  mean 
perfect  safety:  In  the  1970s  New 
York  City  and  Cleveland  defaulted 
on  general  obligations. 

But  you  have  to  be  picky.  To  re- 
peat, some  hospital  bonds  are  at- 
tractive, but  nursing  homes  and  life 
care  centers  should  get  a  wide  berth. 
A  few  rules  of  thumb  from  Paul 
Thompson,  senior  vice  president 
and  manager  of  municipal  research 
at  Shearson  Lehman  Hutton:  Search 
for  bonds  rated  A  or  higher.  Focus 
on  hospitals  of  250  beds  or  greater. 
Ideally,  they  should  have  a  domi- 
nant market  share  in  a  rapidly  grow- 
ing but  low-cost  region.  Since  feder- 
al reimbursement  rates  are  becom- 
ing standardized  nationally,  units  in 
low-cost  regions  should  fare  better 
than  those  in  high-cost  areas. 

A  hospital's  debt  service  ratio, 
that  is,  the  ratio  of  revenues  avail- 
able for  debt  service  to  the  amount 
needed,  should  be  at  least  2.5-to-l. 
The  bonds  should  be  secured  by  a 
first  and  prior  lien  on  revenues.  Bar- 
net  Sherman,  a  Smith  Barney  muni 
analyst,  urges  investors  to  get  an 
official  statement  (the  muni  equiva- 
lent of  a  prospectus)  and  the  most 
recent  annual  report  of  the  hospital. 

Security  backing  the  debt  is  a  key 
determinant  of  quality,  says  Sher- 
man. A  first  lien  on  revenues,  he 
says,  is  much  better  than  just  a  first 
lien  on  property.  After  all,  if  the 
hospital  fails  and  the  debt  is  secured 
by  property,  the  investor  has  to  pray 
that  a  developer  will  turn  the  build- 
ing into  residential  condos.  But  a 


claim  on  revenues  puts  the  bond- 
holder in  line  ahead  of  other  credi- 
tors. Of  course,  if  the  hospital  fails, 
the  revenue  lienholder  will  be  ju- 
nior to  employees  and  essential  sup- 
pliers (after  all,  the  hospital  can't 
get  more  revenues  from  surgery 
with  no  surgeons),  but  will  at  least 
be  ahead  of  most  other  suppliers. 

When  reading  the  notes  to  the 
financial  statements,  ignore  net  in- 
come, Sherman  says,  and  look  in- 
stead at  net  operating  income.  Prof- 
it-generating activities  like  laun- 
dries, gift  shops  and  thrift  shops 
come  under  the  nonoperating  cate- 
gory. The  hospital  should  be  able  to 
make  money  from  what  a  hospital 
is  supposed  to  do — take  in  the  sick 
and  discharge  the  healthy.  Be  wary 
if  expenses  have  been  rising  faster 
than  patient  revenues. 

Most  hospitals  trade  below  their 
ratings.  That  is,  they  sell  at  lower 
prices,  and  thus  higher  yields,  than 
they  should.  Case  in  point:  Bonds 
issued  on  behalf  of  the  University  of 
Chicago  Hospitals  by  the  Illinois 
Health  Facilities  Authority,  the 
8.10s  of  2014,  trade  at  par.  Rated 
AAA  thanks  to  insurance  from 
Bond  Investors  Guaranty,  they  trade 
more  like  strong  AAs.  Irene 
Browne-Gomm,  director  of  health 
care  underwriting  at  BIG,  says  the 
issue  may  be  undervalued  because 
the  hospitals,  spun  off  from  the  uni- 
versity in  October  1986,  don't  yet 
have  an  independent  record. 

Two  other  recent  issues  of  high 
quality:  New  York  State  Medical 
Care  Facilities  Finance  Agency  8s  of 
2028  for  Albany  Medical  Center, 
backed  with  FFIA  insurance,  cur- 
rently yielding  8.15%  to  maturity; 
and  Maryland  Health  &.  Higher 
Educational  Facilities  Authority 
7.50s  of  2020  for  Johns  Hopkins 
University,  rated  AA  and  priced  at 
96  to  yield  7.85%. 

Richard  Ciccarone,  a  vice  presi- 
dent of  research  at  Van  Kampen 
Merritt,  the  big  seller  of  muni  unit 
trusts,  wants  larger  hospitals 
backed  by  strong  financial  ratios. 
These  include  a  3-to-l  coverage  of 
debt  service,  a  current  ratio  (ratio  of 
current  assets  to  current  liabilities) 
of  at  least  2-to-l,  and  an  unrestrict- 
ed fund  balance  (akin  to  retained 
earnings)  equal  to  at  least  30%  of 
total  assets.  He  wants  to  see  a  bed 
occupancy  of  at  least  60%.  Exam- 
ple: Sparks  Regional  Medical  Cen- 
ter bonds  of  Sebastian  County,  Ark. 
The  issue  is  rated  AA  and  the  6.6s  of 
2006  trade  at  87  to  yield  8%.  ■ 
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Many  money  managers  believe  the  Japa- 
nese market  is  set  for  a  drubbing,  but 
only  a  few  are  playing  it  that  way. 

THE  BRAVE  ONES 


By  Susan  Lee 


Waiting  for  the  dizzily  high  Japa- 
nese market  to  tank  requires  pa- 
tience and  deep  pockets.  Those  who 
have  been  betting  on  a  fall  have  lost 
money  hand-over-fist  during  the 
past  year.  Consequently,  the  money 
runners  who  are  still  hanging  in  on 
the  short  side,  and  there  are  some, 
need  guts.  Like  Julian  Robertson, 
who  runs  a  hedge  fund  called — ap- 
propriately— Tiger.  He  says,  "It's 
not  a  question  of  whether  the  mar- 
ket will  break.  It  will;  it's  just  a 
question  of  when." 

Robertson's  conviction  is  simple: 
The  liquidity  that  fed  the  flames  of 
the  Tokyo  Stock  Exchange,  making 
it  the  world's  hottest  market,  is  be- 
ginning to  evaporate.  A  lot  of  this 
liquidity  came  from  corporations 
that,  during  the  slow  economy, 
parked  their  cash  in  the  market,  es- 
pecially in  big-capitalization  stocks. 
Moreover,  in  1987  the  Bank  of  Japan 
started  to  pump  out  money  at  a 
10% -plus  rate;  indeed,  the  latest  fig- 
ures put  money  growth  at  an  annual 
rate  of  118%. 
The  economy  started  to  spring 
ick  in  1987,  however,  and  now 
tivity  is  \  >ng.  Thus,  Rob- 

ertson figures  that  corporations  will 
reclaim  their   unds    or  internal  m- 
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vestment,  and,  crucially,  the  Bank 
of  Japan  will  tighten.  He  predicts 
that  the  double  whammy  of  less 
liquidity  and  higher  interest  rates 
will  hit  the  market  hard. 

Robertson's  strategy  is  to  short 
large-capitalization  stocks  of  ma- 
ture companies  with  high  P/Es  and 
high  prices  relative  to  book.  But, 
mindful  of  his  own  first-quarter 
losses  from  shorting  Japanese 
stocks,  he  is  hedging.  He  is  also 
long  smaller-capitalization  growth 
stocks  selling  at  a  discount  to  mar- 
ket multiple.  For  example,  Robert- 
son is  short  Mitsukoshi,  the  second- 
largest  department  store  in  Japan, 
with  sales  of  almost  $5  billion.  It's 
been  losing  market  share  and  is  sell- 
ing at  about  154  times  its  meager 
earnings.  But  he  is  long  Shimachu,  a 
much  smaller  company.  He  thinks 
Shimachu,  a  home  furnishings  out- 
let, is  well  positioned  to  take  advan- 
tage of  the  growing  furniture  and 
home  improvement  market.  It  sells 
at  26  times  estimated  earnings,  and 
Robertson  expects  earnings  to  grow 
at  a  15%  annual  compound  rate 
over  the  next  five  years. 

As  for  his  other  shorts,  Robertson 
mentions  Asahi  Breweries,  which 
sells  at  150  times  earnings  and,  he 
says,  is  not  as  strong  a  company  as 
Sapporo  or  Kinn.  He's  also  short 
Ajinomoto,  a  food  company  whose 
major  product  is  the  dread  monoso- 
dium  glutamate.  Ajinomoto  has 
also  had  virtually  no  earnings 
growth  over  the  last  five  years  and 
sells  at  150  times  earnings. 

Robertson  is  long  two  consumer 
spending  stocks.  He  likes  Joshin 
Denki,  a  discount  retailer  of  com- 
puters, and  York  Benimaru,  a  super- 
market chain,  because  the  increas- 
ing amount  of  store  space  devoted 


to  nonfood  items  and  the  use 
point-of-sale  terminals  will  me 
higher  margins.  These  stocks 
selling  at  half  the  market  multiple 
and  the  companies  are  growing  12°| 
to  15%  a  year. 

The  actual  process  of  short-sel 
ing  Japan  takes  some  doing.  Man 
would-be     short-sellers     complai 
that  it's  almost  impossible  to  bo: 
row  ADRs.  Jim  Chanos  of  Kynikcj 
Associates  says  that  with  the  exce 
tion  of  Sony  and  Hitachi,  ADRs  a 
hard  to  come  by.  Chanos  short 
JAL  right  after  the  October  eras! 
but  because  he  had  been  warn 
that  the  ADRs  could  get  called  in 
any  time,  he  closed  out  his  positio 
as  soon  as  it  made  a  profit. 

(Robertson,  by  the  way,  doesn 
have  this  problem.  He  is  part  of 
little-known    business,    in    whic 
brokerage  houses  lend  stocks  of  Ja 
anese  companies.  Thus,  Robertso 
can  directly  borrow  the  stocks  i: 
stead  of  using  ADRs.  He  did  say  th 
he  had  difficulty  borrowing  JAL  an 
NTT   because   they   were   gove 
ment  flotations  and  "brokers  don 
want  to  be  involved  shorting  an 
thing  government  has  a  commi 
ment  to.") 

There  are  also  problems  for  thos 
who  want  to  short  the  Japanes 
market  as  a  whole.  Although  mo: 
ey  managers  can  use  Nikkei  Do 
futures  that  trade  on  the  Simex  i: 
Singapore  and  on  the  Osaka  futurel 
exchange,  many  would  rather  n 
play  the  futures  because  they'n 
worried  about  settlement  pro 
lems — especially  after  what  ha 
pened  in  Hong  Kong  postcrash.  Th 
exchange  closed  for  a  week,  the: 
settled  accounts  for  less  than  100*) 
on  the  dollar. 

Beyond  these  technical  difficu 
ties,  there  are  other  reasons  not  t 
bet  against  Japan.  As  short-seller 
themselves  admit,  the  Japanes 
economy  is  fundamentally  soun 
Indeed,  most  are  impressed  at  hov 
Japan  adjusted  to  the  stronger  yet 
by  changing  its  economy  from  ex 
port-  to  domestic-led  growth.  Re 
member:  Even  Robertson  is  runnin, 
a  hedged  position.  "We  are  not  bet 
ting  the  ranch  on  Japan,"  he  says. 

Maybe,  just  maybe,  all  this  cau 
tion  in  an  obviously  overpricec 
market  is  a  sign  that  the  top  is  a 
last  near.  One  legendary  short-sell 
er,  hearing  of  yet  another  who  hac 
given  up  on  waiting  for  the  Japanes( 
market  to  tank,  quipped:  "Whei 
you  are  the  last  short  left,  it's  time 
to  double  your  position."   ■ 
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Frank  Shakespeare 

U.S.  Ambassador  to  the  Holy  See, 
Insight  reader 


Most  newsweeklies  reach  the  public-at- 
large.  But  Insight  magazine  gives  you  a 
distinct  edge  in  reaching  the  influential 
few.  People  like  Frank  Shakespeare,  U.S. 
Ambassador  to  the  Vatican. 

According  to  a  Simmons  survey,  Insight 
reaches  the  highest  concentration  of 
affluent  readers  of  any  national  news- 
weekly. 

And  with  a  circulation  of  over  a  million, 
it's  read  by  nearly  four  million  people 
each  week. 

Here's  why  Ambassador  Shakespeare 
reads  it. 

"Generally,  the  newsmagazines  are  a 
rehash  of  news  that  has  already  occurred, 
old  news.  And  that's  useful.  But  the  essen- 
tial thing  about  Insight  is  that  it  gives  you 
new  material.  And  I  find  that  especially 
helpful." 

If  you  want  your  advertising  to  be  seen 
in  high  places,  ask  your  agency  about 
Insight.  Or,  if  you're  with  an  agency,  call  us. 

In  New  York,  our  representative  is  Jack 
Mandable  at  212/599-1730.  In  Chicago, 
call  Dick  Weithas  at  312/346-8810.  In 
Detroit,  call  Jon  Stitle  at  313/651-2770. 
In  Los  Angeles,  call  Bill  Bauer  at  213/ 
820-1550.  And  in  Washington,  D.C.,  call 
Tim  Hutchens  at  202/636-8870. 


Insight 

Talk  to  the 
powers  that  be. 


fohn  Q  Public. 


Portfolio  Strategy 
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Sentiment  indicators  say  stock  prices 
should  rise,  but  a  big  advance  would  get 
stocks  overvalued  and  risky  as  the  devil. 

FRANKLY, 
I  AM  CONFUSED 


Everything  I  know  about  valua- 
tions, financial  history  and  econom- 
ic cycles  says  last  fall's  market  crack 
should  have  been  the  first  leg  down 
in  a  long-term,  two-year  bear  mar- 
ket. This  view  is  consistent  with  the 
strong  countertrend  rally  that  start- 
ed last  December  in  the  secondary 
stocks,  and  that  I  have  been  discuss- 
ing continually  since  then. 

But  my  readings  of  investment 
sentiment  give  a  different  picture. 
The  big  runup  in  secondaries  should 
have  made  investors  relatively  up- 
beat on  stocks.  It  hasn't.  In  a  con- 
trarian sense,  that's  optimistic.  In 
talking  to  folks,  I  hear  tremendous 
pessimism.  I  keep  hearing  about 
how  "the  other  shoe  has  to  drop," 
and  this  from  folks  who  never  had 
an  inkling  of  the  first  shoe.  As  my 
firm  has  taken  profits  from  this  ral- 
ly,  our  investors  have  been  too  glad. 
Bullish.  For  the  market  to  implode, 
investor  sentiment  should  be  more 
greedy  and  less  fearful. 

Insider  buying  continues  to  run  at 
close  to  alltime  record  highs.  Exccu- 
tives  and  directors  are  packing  away 
big  bunches  of  their  own  company's 
stock  week  after  week.  Bullish.  In 
my  career  I  have  never  seen  an  in- 
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sider  buying  spree  like  this  one — 
ever.  While  deluges  of  insider  buy- 
ing and  selling  are  often  early,  they 
seldom  are  on  the  wrong  side  of 
major  market  moves. 

The  world  seems  to  acknowledge 
the  recent  rally  led  by  the  secondary 
stocks  but  seems  to  expect  it  to  fade 
away.  You  see  charts  in  the  press 
comparing  the  market's  1987  fall 
and  post-November  rally  with  1929 
and  early  1930,  leading  to  the  inev- 
itable conclusion  that  a  late  1930- 
type  drop  is  just  ahead.  You  don't 
see  anything  in  print  suggesting  a 
50%  market  rise,  or  a  150-point  up- 
day.  Simply  no  big  optimism  any- 
where. Bullish. 

Also  bullish  is  the  action  of  the 
overseas  stock  markets.  Foreign 
stocks  are  rising.  In  Denmark  they 
have  risen  steadily  since  November. 
In  Sweden  it's  since  December.  In 
Japan  since  January.  Australia  went 
nowhere  until  February  but  has 
been  straight  up  since.  Canada, 
France,  Germany,  Hong  Kong,  En- 
gland, Norway,  Switzerland — they 
have  all  had  major  1988  rallies,  and 
keep  rising.  Bullish. 

Yet,  for  all  these  bullish  indica- 
tors, I  can  also  make  a  strong  bear 
case.  There  are  strong  signals  com- 
ing  from  both  the  bull  side  and  the 
bear  side. 

I  have  listed  the  bullish  factors 
above.  Now  for  the  bearish  ones. 
First,  stocks  aren't  cheap.  There  are 
two  ways  to  see  this.  The  market 
indexes  all  average  at  about  15 
times  earnings.  While  that  isn't  out- 
rageous, it  is  on  the  high  side  of 
long-term  historical  norms.  At  a 
F/E  of  15,  the  market  has  an  earn- 
ings yield  of  '/1S,  or  6.6%.  That's 
hardly  compelling,  compared  with 
high  and  rising  bond  yields  of  9%  to 


10%.  Other  valuation  measures, 
like  price  to  book,  cash  flow,  sales 
and  dividends  also  say  that  the  mar- 
ket is  a  bit  too  high. 

Second,  there's  not  a  lot  that's 
selling  much  below  the  average  oi 
the  market.  There  were  lots  ol 
cheap  secondaries,  but  the  really  su- 
per 1988  rally  in  this  class  of  stock 
raised  most  all  of  them  a  lot — be- 
yond cheapness.  There  are  still 
some  cheap  tertiary  tiny-cap  stocks. 
But  if  the  market  were  to  head  low- 
er, their  already  minimal  liquidity 
would  vanish  completely.  Who 
needs  it?  Big-cap  stocks?  There  are 
about  350  companies  the  American 
market  values  at  more  than  $1.5 
billion  each. 

Of  these  350,  the  only  ones  I  fim 
that  seem  really  cheap,  considering 
price  to  book,  earnings  and  sales 
ratios,  while  also  requiring  minimal 
balance  sheet  quality  (not  great 
quality,  just  not  terrible),  are:  th 
Big  Three  Autos-,  Boemg  (46);  Da, 
(37);  Exxon  (45);  Mobil  (47);  Genera\ 
Dynamics  (54);  Georgia-Pacific  (41); 
Honeywell  (70);  James  River  (25);  J.C. 
Penney  (49);  Sears  (36);  Textron  (25), 
i  'nited  Technologies  (39);  Whirlpool 
(25)  and  Woolwortb  (56).  But  that's 
17  stocks  out  of  350.  I  am  ever 
mindful  of  Ben  Graham's  comment 
that  when  you  can't  find  at  least  30 
cheap  stocks,  stocks  aren't  cheap. 

Also  bearish:  Interest  rates  re- 
sumed their  1986-87  upward  march 
in  February,  and  the  dollar  resumed 
its  weakness.  Rates  have  been  rising 
worldwide.  If  the  dollar  hadn't  fall- 
en, our  rates  would  be  higher  still. 
Meanwhile,  after  the  longest  peace- 
time economic  expansion  in  histo- 
ry, and  at  a  time  I'm  fearful  of  reces- 
sion, our  monetary  officials  are 
talking  about  fighting  inflation. 
Scares  me. 

Finally,  as  discussed  in  my  Mar.  7 
and  Apr.  25  columns,  the  secondar- 
ies have  finally  stopped  outperform- 
ing the  big-cap  stocks.  The  end  of 
this  superior  relative  performance 
seems  to  date  to  Mar.  9.  If  you  re- 
view those  two  columns,  you  will 
see  why  I  think  this  is  so  bearish. 

All  told,  I  am  confused.  Invest- 
ment sentiment,  being  negative, 
suggests  stocks  should  rise,  but  a 
big  advance  would  get  stocks  awful- 
ly overvalued.  A  recession  from 
here  could  drop  stocks  another 
40% -plus  by  late  1989.  Being  con- 
fused, here  is  how  I  am  structuring 
my  portfolios:  25%  big-cap  stocks, 
25%  secondaries,  50%  cash — and 
waiting  and  watching.  ■ 
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Land . . .  what  else  can  give  yon  so  much  pleasure  now  and  for  years  to  come? 


fWfhe  land  we're  offering  is  far 

I  from  the  crowds  and  rat  race  of 
M»  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303    J8, 
Ft.  Garland,  CO  81133. 


'am  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
ged  the  merits  or  value  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
iement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  aoproval 
le  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  lhat  the  Secretary  of  State  has  in  any  way  passed 
y\  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
icties  NYA86- 1 53  A  „;atement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 

offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
wing  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Florida  AD  20537 
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The  candidates  must  realize  that  the  U.S. 
cannot  remain  the  Free  Worlds  leader 
and  its  biggest  borrower  and  spender. 

DEBTORS  CAN'T 
BE  LEADERS 


By  Ashby  Bladen 


America's  financial  profligacy  is  de- 
stroying its  political  hegemony, 
upon  which  rests  the  small  mea- 
sure of  peace  and  liberty  that  this 
war-  and  dictator-weary  world  has 
enjoyed  since  World  War  II.  The 
U.S.  is  unquestionably  in  relative 
economic  and  military  decline — as 
is  the  Soviet  Union.  Nevertheless, 
this  country  remains  what  it  has 
been  for  200  years,  the  last  best 
hope  of  mankind.  For  at  least  the 
rest  of  this  century,  world  peace 
and  prosperity  will  depend  upon 
maintaining  the  American  leader- 
ship that  is  now  being  undermined 
by  our  declining  military  and  finan- 
cial credibility. 

We  am  still  restore  our  credibil- 
ity as  the  Free  World's  leader,  but 
it  will  require  some  maior  changes 
in  the  way  we  Americans  look  at 
things  First,  we  must  realize  that 
military  power  has  to  be  supported 
by  financial,  as  well  as  economic, 
strength  We  let  our  financial  pow- 
er slip  because  of  the  Keynesian 
myth  that  prosperity  can  be  main- 
tained only  by  borrowing  and 
spending. 

The   Keynesian  economists  told 
us  that  we  could  go  on  borrowing 

nandal  consultant  ami 
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and  spending  forever  without  any 
untoward  consequences.  But  Profes- 
sor Paul  Kennedy's  magisterial 
book,  The  Rise  and  Fall  of  the  Great 
Powers  (Random  House,  $24.95), 
which  is  must  reading  for  all 
thoughtful  Americans,  shows  that 
for  500  years  great  powers  have  de- 
clined precisely  because  they  went 
too  deeply  into  debt. 

A  great  power  assumes  heavy 
military  commitments  when  its 
preponderance  of  economic  power 
makes  them  look  easy  to  bear.  That 
is  what  the  U.S.  did  during  and 
after  World  War  II.  Then,  when  the 
faster  economic  growth  of  other 
countries  that  are  not  carrying 
those  military  burdens  makes  them 
more  difficult  to  bear,  it  borrows 
excessively  in  the  attempt  to  go  on 
carrying  them.  That  is  one  reason 
we  Americans  got  ourselves  so 
deeply  into  debt. 

Second,  we  need  to  see  that  the 
main  reason  we  have  gone  so 
heavily  into  debt  is  that  Keynesian 
economics  seemed  to  give  us  an 
easy  answer  to  the  constitutional 
problem  created  by  the  progressive 
politics  of  the  20th  century.  Ever 
since  Teddy  Roosevelt  became 
President  in  1901,  the  progressives 
have  been  telling  us  that  the  feder- 
al government  is  responsible  for 
maintaining  national  progress  and 
prosperity.  But  the  American  peo- 
ple wanted  the  government  to  dis- 
charge that  new  responsibility 
while  continuing  to  respect  the  lib- 
erties that  are  guaranteed  by  our 
Constitution. 

We  still  want  government  to  do 
good  for  the  people  in  general  with- 
out harming  anybody  in  particular; 
to  underwrite  our  prosperity  with- 
out invading  our  liberty.  And  the 


most  plausible  way  of  squaring  tha 
circle  turned  out  to  be  for  the  gov 
ernment  to  borrow  and  spend  for  it 
own  account  and  to  make  credi 
readily  available  for  the  rest  of  us  I 
spend  as  we  please. 

The  progressive  politicians  hai 
started  down  that  road  with  the  Fed 
eral  Reserve  Act  of  1913  and  th 
Federal  Land  Bank  Act  of  1916,  Ion, 
before  Keynes'  General  Theory  gav 
it  a  "scientific"  basis  in  1936.  And 
as  the  current  campaign  rhetoric  i 
making  painfully  clear,  they  stil 
will  not  admit  that  a  financial  sys 
tern  capable  of  expanding  credit  t< 
infinity  can  remain  stable  only  s( 
long  as  people  and  politicians  alik 
carefully  and  prudently  refrain  fron 
abusing  it.  Until  we  do  accept  th< 
necessity  of  financial  prudence,  th< 
basic  trend  of  inflation  and  interes 
rates  will  remain  up,  and  America', 
leadership  of  the  Free  World  wil 
continue  to  erode. 

In  1976,  during  Governor  Duka 
kis'  first  term,  Massachusetts  go 
into  a  financial  crisis  and  floated  ; 
bailout  bond  issue.  I  was  then  th< 
chief  investment  officer  of  th< 
Guardian  Life  Insurance  Co.,  anc 
my  old  firm,  Salomon  Brothers 
asked  me  to  take  the  lead  in  buying 
it.  I  met  with  the  governor  and  de 
cided  that  he  was  both  astute 
enough  to  recognize  a  crisis  and  re 
sponsible  enough  to  do  what  wai 
necessary  to  get  out  of  it. 

That  turned  out  to  be  the  case, 
and  we  ended  up  making  a  capital 
gain  of  $2  million  on  $10  million  ol 
9%  tax-exempt  bonds  in  about  tw< 
years.  That  was  a  total  return  oi 
about  19%  per  annum.  It  is  also  a 
good  example  of  the  seizing  of  mar 
ket  opportunities  rather  than  the 
taking  of  risks  that  produced  the 
Guardian's  excellent  investment  re- 
sults before,  during  and  after  my 
time  with  the  company. 

This  story  may  sound  like  faint 
praise  of  Dukakis'  financial  acu 
men,  but  remember  that  it  is  more 
than  we  know  about  any  of  the  oth 
cr  candidates.  However,  Governor 
Dukakis  is  also  astute  enough  to 
realize  that  our  financial  problems 
cannot  be  swept  under  the  rug  for- 
ever and  that  if  he  is  elected  Presi 
dent  he  will  sooner  or  later  have  to 
impose  real  austerity  upon  the 
American  people  in  order  to  avoid  a 
complete  collapse  of  our  credibility. 
You  might  remember  that,  too, 
when  Candidate  Dukakis  tells  us 
about  all  the  good  things  his  admin 
istration  is  going  to  do  for  us.  ■ 
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•  The  Journal  of  Commerce 
China  Edition,  a  new 
monthly  full-size  news- 
paper, will  be  published  in 
Chinese  in  Beijing  beginning 
August  1, 1988. 

•  The  Journal  of  Commerce 
China  Edition  will  consist  of 
articles  focusing  on  import /export 
developments,  international  trade 
and  economic  news  from  the  daily 
pages  of  The  Journal  of  Commerce 
United  States  Edition.  These  articles 
will  be  translated  into  Chinese. 

•  The  Journal  of  Commerce  China  Edition 
will  have  a  circulation  of  over  25,000  and 
will  be  received  each  month  by  senior 
officials,  policy  makers  and  managers  in 
business,  trade  and  government  throughout 
the  People's  Republic  of  China. 

•  Your  advertising  copy  will  be  translated  into 
Chinese;  all  inquiries  will  be  translated  into 
English,  at  no  charge  to  you. 

•  Here  is  an  outstanding  opportunity  for  you  to  market  your  products  and  services  to 
the  management  and  government  leaders  in  China  who  make  the  decisions  to  buy 
and  sell. 

•  Advertising  rates  from  US  $50.26  per  column  inch  to  $7,898  for  a  full  page. 
All  newspaper  ad  sizes  accommodated.  Four-color  available. 

For  more  information,  please  fill  out  and  return  the  coupon  below. 


■»* 


To:  Alan  D.  Newborn,  Vice  President /Advertising  110  Wall  Street     New  York,  NY.  10005 

<&\)t  journal  of  Commerce 

Q  Yes,  we  are  interested  in  advertising.  Please  send  us  full  details. 


Name 

Company_ 

Address 

City 

Telephone. 


Title. 


.State_ 
.Telex. 


Zip_ 
FAX. 
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In  commodity  trading,  as  in  life,  look  out 
when  everything  seems  to  go  your  way. 

BEAN  BULLS 
BELLOWING 


By  Stanley  W.  Angrist 


Soybean  prices  started  to  rise  not 
long  after  last  year's  crop  was  har- 
vested in  the  fall.  They  briefly 
dropped  the  maximum  permissible 
amount  for  a  one-day  move  on  Oct. 
19,  1987,  but  the  market  crash 
proved  not  to  be  the  end  of  the 
world,  and  they  resumed  their  rally 
with  only  minor  retreats.  Prices 
have  continued  to  rise,  in  spite  of 
the  prospects  for  a  record  South 
American  crop  and  the  Commodity 
Credit  Corp.'s  sale  of  more  than  340 
million  bushels.  So  why  the  rally? 

To  begin  with,  the  U.S.  Depart- 
ment of  Agriculture  is  estimating 
bean  supplies  on  Aug.  31,  1988  (the 
end  of  the  1987  crop  year)  at  290 
million  bushels,  33%  smaller  than 
last  year's  carryout.  Another  factor 
of  potential  importance  is  that  the 
Department  of  Agriculture  is  cur- 
rently estimating  1988  production 
at  1.9  billion  bushels,  146  million 
bushels  less  than  projected  1988-89 
usage.  This  could  cause  a  signifi- 
cant decline  in  the  estimated  carry- 
out  of  beans  on  Aug.  31,  1989  and 
drop  the  ratio  of  stocks-to-usage  to  a 
level  that  in  the  past  has  caused 
her  bean  prices, 
addition,  the  Soviet  Union  has 

&  i  R     \ngrist  is  a  commodity  s/kxi< 
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purchased  the  equivalent  of  4%  of 
the  entire  1987  crop,  causing  pro- 
ducers to  become  reluctant  sellers. 
Last  year's  planting  was  the  small- 
est in  ten  years,  and  the  most  recent 
planting  intention  report  indicates 
an  increase  in  acreage  for  the  crop  of 
less  than  1  % . 

Furthermore,  prices  of  soybeans 
and  its  products  look  attractive  to 
foreign  buyers,  given  the  state  of  the 
dollar  during  the  last  12  months. 
The  value  of  total  U.S.  grain  exports 
rose  22%  in  1987. 

And  as  with  any  agricultural  crop, 
there  is  always  the  possibility  of 
less  than  great  weather.  This  could 
have  a  tremendous  impact  on  prices 
during  the  growing  season. 

So  what  is  the  best  way  to  play 
this  potential  bull  market?  There 
are  no  low-risk  strategies,  but  one 
frequently  used  technique  is  an  old 
crop/new  crop  spread.  The  most 
popular  of  these  is  long  July/short 
November  beans.  In  late  November 
and  early  December  1987  the  spread 
reached  a  premium  of  40  cents  July 
over  November.  Since  then  July  has 
moved  to  its  present  10-cent  dis- 
count to  November.  If  the  current 
estimate  of  290  million  bushels  for 
the  carryout  on  Aug.  31,  1988  is 
reduced  in  subsequent  USDA  re- 
ports, the  spread  will  probably  again 
move  to  a  [uly  premium. 

This  is  an  unusually  volatile 
spread  and  must  be  watched  close- 
ly. For  example,  in  September  1983 
the  premium  reached  $2.10,  then 
dipped  to  22  cents  in  February  1984 
before  rebounding  to  $1.50  in  July.  I 
would  try  to  do  the  spread  with 
November  beans  at  a  premium  of  at 
least  10  cents  and  would  exit  if  it 
widened  to  25  cents.  The  margin  on 
each  spread  is  about  $300,  while 


the     round-turn     commission     i« 
about  $35  at  a  discounter. 

Other  factors  that  could  have  ma 
jor  impact  on  this  bean  spread  in 
elude:  1 )  As  the  actual  time  of  plant 
ing  approaches,  the  higher  prices  w< 
are  seeing  are  bound  to  encourage 
increased  acreage  to  beans;  2)  if  the 
weather  turns  out  to  be  great  in  the 
early  season,  prospects  for  a  gooc 
crop  will  increase.  Both  of  these  fac 
tors  would  have  a  tendency  tc 
weaken  November  while  having  al 
most  no  effect  on  old-crop  Jul> 
beans.  Conversely,  bad  weather 
would  tend  to  drive  Novembei 
higher  relative  to  July. 

Another  strategy  would  be  to  use 
options  to  create  a  synthetic  long 
position.  This  could  be  done  by  buy- 
ing an  August  725  call  while  selling 
an  August  675  put  for  a  credit.  You 
would  achieve  a  profit  at  any  price 
above  $6.75  at  expiration.  You 
would  have  to  pay  for  the  call  and 
put  up  a  futures  margin  on  the  na 
ked  put  sale.  Profit  is  unlimited  on 
the  upside,  but  unlimited,  too,  is 
the  risk  on  the  downside.  ■ 


Old  crop  /  new  crop 


In  mid-January,  November  soy- 
beans lost  their  discount  to  July 
beans  and  moved  to  a  steady  pre- 
mium. If  usage  expands  even  mod- 
estly over  current  levels,  July 
might  once  again  command  a  pre- 
mium. Under  these  circumstances, 
a  trader  who  was  long  July/short 
November  beans  would  reap  a 
handsome  profit. 


Soybean  price  \o\.-|ulv  spread 

(dollars  per  bushel)       (cents  per  bushel) 

17.10 


+  20c 


July  price 


Jan. 


Feb. 


Mar.       Apr. 
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Get  OnThe  Fast  Track 

&Win! 

Venture,  the  magazine  for  entrepreneurial  business 

owners  and  investors,  is  the  odds  on  favorite  when  it 

comes  to  keeping  abreast  of  the  hottest  entrepreneurial 

opportunities.  It'll  get  you  on  the  fast  track  and  give 

you  the  inside  edge  staying  there.  And  when  you're  on 

the  fast  track,  you  know  that  every  advantage  you 

can  possibly  have  is  important. 


Subscribe  now 
and  we  will  send 
you  a  FREE  copy 
off  "The  15  Hottest 
Entrepreneurial 
Opportunities  off 
1988"— a  spe- 
cially prepared 
report  that  brings 
you  a  gold  mine  off 
ideas  on  just  the 
kind  off  exciting, 
high  return  ven- 
tures you  are  look- 
ing for.  We  think 
you'll  ffind  it 
fascinating! 


Venture 

The  Best  Advantage 
You  Can  Have. 


Venture  l  Ik  Winning  Ticket! 

]  YES,  I  want  to  join  the  winner's  circle.  Please  enter  my 
subscription  to  Venture  for  2  years — that's  24  issues  for 
just  $25.  And  send  me  a  FREE  copy  of  "The  1 5  Hottest 
Entrepreneurial  Opportunities  of  1988"  with  my 
subscription. 

]  I  prefer  one  year  for  $24. 

J  Payment  enclosed. 


J2963 


Name 


Address 


□  Bill  me. 


City 


Stale 


Zip 


Venture     P.O.  Box  3108,  Harlan,  Iowa  51593 
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Contrary  opinion  cannot  be  laughed  off 
completely.  It  does  sometimes  pay. 

THE  PRICE  OF 
POPULARITY 


By  Hark  Hulbert 


It's  funny:  Ask  the  audience  at  an 
investment  conference  how  many 
believe  in  contrary  opinion,  and  all 
hands  go  up.  Few  people  get  the 
contradiction:  If  everyone  is  con- 
trarian, nobody  is.  But  contrary 
opinion  cannot  be  laughed  off  com- 
pletely. In  the  almost  eight  years  I 
have  been  monitoring  investment 
letter  performance  in  the  Hulbert  Ft- 
nancial  Digest,  I  have  seen  repeated- 
ly that  a  stock  will  outpace  the 
market  while  recommended  by 
only  one,  two  or  three  newslet- 
ters— but  then,  as  more  letters  join 
in,  its  performance  will  pall.  Sug- 
gesting that  there  is  such  a  thing  as 
being  too  popular. 

Even  odder,  as  I  pointed  out  in 
this  column  last  summer  (Forbes, 
Aug  10,  1987),  those  open-ended 
mutual  funds  that  attract  the  larg- 
est number  of  newsletter  buy  rec- 
ommendations don't  do  any  better 
on  average  than  those  less  popu- 
lar— and  often  do  worse. 

So  what  does  this  mean  now  for 
mutual  funds'  Nowhere  has  invest- 
ment advisers'  postcrash  beansh- 
nifested  itself  so  clearly.  Be- 
fore Black  Monday,  it  was  not  un- 

/  the  Washington, 
Iben  Financial  Digest  and  au- 
i  Hulben  Financial  Digest 
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usual  for  a  fund  to  be  recommended 
for  purchase  by  as  many  as  ten  or 
more  newsletters,  and  a  large  num- 
ber were  recommended  by  at  least 
six.  Since  Oct.  19,  in  contrast,  such 
a  bullish  consensus  on  a  mutual 
fund  has  been  rare.  In  fact,  right 
now  only  one  mutual  fund,  Loomis 
Sayles  Mutual  Fund,  is  recommend- 
ed by  more  than  five  newsletters. 

The  funds'  reduced  popularity  is 
actually  even  more  pronounced 
than  the  above  figures  would  sug- 
gest. Newsletters  that  advise  inves- 
tors on  which  mutual  fund  to  buy 
and  when  to  switch  in  and  out  of 
them  have  been  the  fastest-growing 
segment  of  the  newsletter  industry 
for  several  years;  a  dozen  more  were 
added  to  the  111  n  list  in  January 
alone.  Other  things  being  equal, 
therefore,  we  would  expect  more 
funds  to  receive  buy  recommenda- 
tions from  newsletters.  Yet  despite 
this  expanded  universe,  a  smaller 
number  of  such  buy  recommenda- 
tions have  been  forthcoming. 

Which  may  be  a  good  thing.  I  now 
have  two  years  of  data  on  the  re- 
wards and  risks  of  popularity  in  the 
mutual  fund  area.  The  conclusion  is 
the  same:  Too  much  popularity 
doesn't  pay. 

The  HFD's  continuing  study  com- 
pares the  performance  of  two  port- 
folios. One  is  constructed  out  of 
those  funds  recommended  by  three, 
and  only  three,  newsletters.  The 
other  portfolio  consists  of  those 
funds  recommended  by  six  or  more 
newsletters.  For  these  two  years, 
the  three-only  portfolio  is  ahead  of 
the  six-plus  portfolio. 

The  three-only  portfolio's  margin 
of  victory  has  narrowed  since  last 
summer.  At  the  time,  it  was  19% 
ahead  of  the  six-plus  portfolio,  and 


also  ahead  of  the  S&P  500  with  di 
dends  reinvested,  a  proxy  for  bu 
and  holding  a  diversified  portfoli 
Now  it  is  only  5%  in  the  lead 
behind  a  buy-and-hold  strategy. 

It  is  important  to  understand  w! 
this  narrowing  occurred.  The  thre 
only  portfolio  began  to  lag;  the  si: 
plus  portfolio  did  not  suddenly  staj 
to  perform  better.  The  six-plus  porl 
folio  stood  at  90%  of  the  value  of 
buy-and-hold  strategy  last  summel 
exactly  where  it  stands  today.  Th 
overall  pattern — that  too  much  po 
ularity  doesn't  pay — persists,  evei 
if  the  less  popular  funds  have  bee| 
struggling,  too. 

What  would  have  happened  if  yo 
simply  bought  and  held  the  moi 
popular  funds  from  last  summer,  i: 
stead  of  trading  in  and  out  of  theij 
as  the  HFD's  two  hypothetical  por 
folios  did?  The  costs  of  too  muc 
popularity  would  have  been  evide: 
here  also.  The  Aug.  10  column  lis 
ed  five  diversified  equity  funds  th 
were  recommended  by  at  least  si 
newsletters,  and  for  the  last  tej 
months  they  lost  an  average 
11.6%,  as  compared  with  the  S 
500's  total  return  loss  of  8.3%.  L| 
contrast,  the  diversified  equit 
funds  that  at  the  time  were  recomj 
mended  by  just  three  newsletter] 
bettered  the  market  with  an  averag 
loss  of  just  5.5%. 

It  will  take  time  to  see  if  thi 
pattern  continues,  of  course.  Bui 
the  HFD's  results  already  show  tha 
there  is  no  good  reason  to  be  esp 
cially  attracted  to  the  most  popula 
mutual  funds,  and  point  to  the  pos 
sibility  that  they  will  be  distinc 
underperformers. 

As  mentioned  above,  only  th( 
Loomis  Sayles  Mutual  Fund  is  en 
joying  the  dubious  distinction  of  be 
ing  recommended  by  six  or  mon 
(actually  seven)  newsletters.  Tht 
next  most  popular  funds,  thougl 
with  just  five  newsletters  recom 
mending  them,  are  Neuberger-Ber 
man's  Manhattan  Fund,  T.  Row< 
Price's  New  Era  Fund  and  20th  Cen 
tury's  Growth  Fund. 

Only  four  mutual  funds  are  cur 
rently  recommended  for  purchase 
by  just  three  newsletters:  One  is  i 
diversified  equity  fund,  Strong's  To- 
tal Return  Fund,  and  the  others  fo-l 
cus  on  a  particular  sector:  Fidelity's] 
Select  Telecommunications  Fund," 
Lexington's  Gold  Fund  and  Van- 
guard's World-International  Fund.  U 
the  pattern  of  the  past  two  years 
continues,  these  less-popular  funds 
should  be  somewhat  better  bets. 
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Last  year  the  Mar vins  family 

shared  honors  with 

American  Express,  AT&Tand  Pepsico. 


our  company  can  win  a  Business  in  the 
.  Award  u  it  was  involved  with  the  arts 
'87. 

ast  year,  Kaye  Marvins  Photography  of 
ston,  Texas,  was  selected.  And  along  with  42 
I  r  companies  including  American  Express, 
r  and  Pepsico  they  received  local  and 
)nal  recognition. 

he  competition  is  open  to  any  business  that 
ributea  company  funds,  personnel,  goods 
rvices  to  the  arts  during  the  past  year, 
he  Marvins  family— portrait  photographers 
3ur  generations— won  by  donating  their 
.'Ction  ofphoto  portraits  to  the  Houston 
:eum  of  Fine  Arts.  The  portraits  were  taken 
3me  of  the  world's  greatest  photographers 


and  are  currently  on  a  national  tour.  They  also 
photographed  members  of  the  Houston  Sym- 

Ehony,  the  Grand  Opera  and  the  Houston 
allet  and  displayed  many  of  these  posters 
throughout  the  city. 

So  if  your  company  is  as  small  as  Kaye 
Marvins,  as  large  as  a  multinational,  or  falls 
somewhere  in  between,  find  out  about  this 
year's  award.  Write  the  Business  Committee 
for  the  Arts,  Inc.,  1775  Broadway,  Suite  510,  New 
York,  N.  Y  10019.  Or  call  (212)  664-0600.  The 
deadline  is  May  31, 1988.  And  it  won't  cost  you  a 
thing  to  enter. 

Who  knows,  maybe  we'll  be  singing 
yourcompanvspraises        piBUSINESSC0MMITTEE 
next  year.  l_|  for  the  arts  inc. 


This  advertisement  prepared  as  a  public  service  by  Ogilvy  &  Mather. 


Insights 


MONEY  &  INVESTMENTS 


Many  of  the  same  people  who  were  yell- 
ing "deflation"  a  few  months  back  are 
now  predicting  inflation.  Wrong  again. 

RECYCLING  THE 
INFLATION  SCARE 


By  Alan  Reynolds 


When  I  left  the  country  for  a  couple 
of  weeks  in  late  March,  Wall  Street 
reporters  and  economists  were  wor- 
ried about  an  imminent  recession. 
When  I  returned  two  weeks  later,  I 
thought  I  had  landed  in  the  wrong 
country.  Now  all  the  talk  was  about 
an  "overheated"  economy,  running 
out  of  capacity  and  workers,  and 
facing  accelerating  inflation. 

Had  things  really  changed  that 
much — from  bust  to  boom — in  two 
or  three  weeks?  Of  course  not. 

Similar  warnings  of  a  new  out- 
burst of  inflation  have  come  and 
gone  at  a  dizzying  pace  over  the  past 
eight  years.  In  the  summer  of  1984, 
the  headlines  shouted  that  the  econ- 
omy was  overheated.  Preston  Mar- 
tin, the  Fed's  vice  chairman,  wisely 
remarked  that  the  real  problem  was 
too  many  overheated  economists. 
He  was  right.  The  "all  commodi- 
ties" index  of  consumer  prices  fell  by 
almost  5%  from  July  1984  to  July 
1986,  and  even  now  is  only  5%  above 
where  it  was  at  the  end  of  1982. 

Last  August  an  inflation  monster 
made  the  cover  ot  London's  EcottO 
with  comments  that  U.S.  sta- 
tistics    'point    to    an    inflationary 
late  October  the    same 

a  guest  columnist,  £  cbiej 
'  \fyconomkx  Inc.,  a  c<<>; 

\  i 


journal  wrote  that  "worries  about 
higher  inflation  now  look  silly." 

Like  a  weathervane,  the  pundits 
shift  with  every  passing  breeze. 
When  the  producer-price  index  fell 
in  October,  December  and  Febru- 
ary, that  was  taken  as  proof  that  we 
were  on  the  precipice  of  another 
1930s  deflation.  But  when  producer 
prices  rose  in  March,  that  was  taken 
as  proof  that  we  were  in  for  a  long 
run  of  faster  inflation.  Never  mind 
that  the  six-month  trend  in  produc- 
er-price inflation  has  fallen  from 
3.9%  last  July  to  0.5%  this  March. 

Monetarist  economists  have  been 
warning  about  inflation  abroad, 
caused  by  big  increases  in  the 
"money  supply"  in  other  countries. 

Do  the  monetarists  have  a  case? 
The  latest  issue  of  Business  Condi- 
tions Digest  shows  that  the  six- 
month  trend  in  consumer  prices  has 
recently  dropped  from  5.3%  to  3.2% 
in  the  U.S.,  from  5.2%  to  2.9%  in 
Canada,  from  4.5%  to  2.2%  in 
France,  and  to  exactly  zero  in  Japan 
and  Germany.  In  relative  terms, 
U.S.  inflation  has  improved  less 
than  others,  hence  the  soft  dollar, 
but  it  has  nonetheless  improved. 

Since  inflation  is  obviously  down 
all  over  the  world,  I  next  wondered 
if  it  might  instead  be  indicators  of 
expected  future  inflation  that  are 
suddenly  troubling  everyone,  such 
as  commodity  prices  and  exchange 
rates.  The  Journal  of  Commerce  has  a 
commodity  price  index  explicitly 
designed  to  warn  ot  inflation,  one  of 
several  watched  by  the  Fed.  A  late 
April  issue  of  that  publication  re- 
vealed that  commodity  prices  had 
not  budged  at  all  in  three  months, 
and  the  longer-run  trend  was  actual- 
ly down  a  bit.  It  is  always  smart  to 
keep  an  eye  on  gold — the  classic 


hedge  asset — as  an  early  warning  i 
expected  inflation.  Gold  has  late! 
been  down  around  the  $450-to-$4£ 
level  of  last  May,  and  is  falling  i{j 
terms  of  other  currencies. 

Whence,  then,  these  wailinl 
about  renewed  inflation?  Til 
newest  scare  is  mostly  Keynesian  il 
origin,  since  it  is  obviously  embal 
rassing  for  a  monetarist  to  prediil 
higher  inflation  (though  some  d| 
when  money  growth  over  the  pa:| 
year  has  been  a  mere  3%  to  4%. 

The  Keynesian  story  implies  thJ 
inflation  depends  on  real  activitf 
rather  than  monetary  excess.  So,  il 
that  school,  you  slow  inflation  hi 
slowing  the  economy.  Economist 
in  the  U.S.  and  the  U.K.  are  new! 
fascinated  by  this  nostalgic  revivjj 
of  the  quaint  "Phillips  Curve"  idd 
that  working  is  inflationary.  Or 
"econometric"  outfit  even  asks  ell 
ents    to    be    concerned    that    U.I 
wages  are  up  2.7%  over  the  year— I 
tiny  1.7%  rise  in  unit  labor  cost! 
after  subtracting  productivity  gainJ 

In  Japan,  they  have  no  troublj 
combining  negligible  unemplo)| 
ment  with  zero  inflation;  perhap 
that  is  because  the  "Phillip 
Curve"  was  never  translated  int 
Japanese.  Switzerland  likewis 
keeps  both  unemployment 
wage  increases  below  2% .  Yet  Ital 
has  15.7%  unemployment 
8.5%  wage  increases.  So  much  fc 
the  Keynesian  theory  that  prosper  | 
ty  is  inflationary. 

In     the     U.S.,     unemploymen| 
among  adult  males  is  4.9%,  and  c£ 
pacity  utilization  is  about  82%.  Il 
1966,  unemployment  among  adul[ 
males  was  2.5%  and  capacity  utilil 
zation  was  over  91%,  yet  it  wasn 
until  1968  that  inflation  first  crepd 
above  3%.  Today's  capacity  and  unj 
employment  figures  are  comparabl| 
to  those  of  1962,  not  1969.  Inflatior 
ists  point  to  tight  capacity  utiliza 
tion  in  chemical  and  paper,  yet  eve^ 
if  paper  and  chemical  prices  wer 
up,  we  would  have  less  cash  lefj 
over  with  which  to  bid  up  othel 
prices.    Two    bottlenecks    cannol 
cause  a  general  inflation. 

There  is  no  obvious  reason  to  be 
lieve  that  the  Fed  is  not  seriou| 
about  stabilizing  commodity  prices; 
If  so,  then  neither  a  serious  inflation 
nor  deflation  could  get  under  wai 
without  the  Fed  and  other  leadinj 
central  banks  leaning  against  it.  S< 
journalists  and  economists  would 
do  well  to  find  something  to  wrid 
about  other  than  the  imminence  o| 
an  inflation  speedup.  ■ 
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For  advertisers, 
there  are  hundreds  of 
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ndreds  of  magazines 
sands  of  newspapers. 
But  there's  only  one 
TODAY-The  Nation's 
No.  1  Newspaper. 
USA  TODAY  offers 
vertisers  a  variety  of 
unique  ways  to  reach 
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everyday! 
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NO.  1 1N  THE  USA. 

..5,541,000  READERS  EVERY  DAY 
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•  Powerful,  poster-like  full- 
color  pages! 

•  Four  fabulous  sections  - 
News,  Money,  Sports,  Life! 

•  Bonus  Sections  highlighting 
topics  of  timely  interest! 

•  Daily  strip  ads! 

•  Advertising  adjacencies! 

•  Franchised  positions! 

•  Attractive  rates  and 
aggressive  discounts! 

•  Plus  a  world  of  other 
opportunities! 

For  more  information  about 
the  newspaper  that's 
No.  1  of  a  kind, 
contact  Valerie  Salembier, 
Senior  VP./Advertising, 
(212)  715-5380. 


Forbes  Market/ 


FINANCIAL  SERVICES 


IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 

FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

GUARANTEED  COLLECTION 

of 

PAST  DUE 

ACCOUNTS  RECEIVABLE 

LBO 

LEVERAGED  BUYOUT 

FUNDS  AVAILABLE 

Fast  Approval  •  Brokers  Protected 


TOWERS 

FINANCIAL 

CORl'OK  ITION 

\n  in i 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL 
SERVICES 


HARD  TO  BORROW? 

Guarantees  No  Loans 

MINIMUM  S100.000  S-20Y1  \Rs 

Mil  FINANC1AJ  GUARANTY 

CORPORATION 

1  5A  (2121  4JI6-2220 


FACSIMILE  MACHINES 


BIG  DISCOUNTS 


ON  THE  HOTTEST  SELLING 

FAX  MACHINES 

IN  THE  COUNTRY 

Roc  of  America 

1-800-142-FAXX 

AMERICAS  LOW  PWCf 
FAX  DISTRIBUTOR         


Own  your  own 
business  for  $300 

No  one  else  offers  you  the  earning  potential  that 
Light  VideoTelevision  can,  because  no  one  else  uses 
independent  reps  to  sell  informational  videos  that  retail  for 
only  $9.95.  Your  initial  $300  investment  gets  you 
everything  you  need  to  start  selling.  Great  retail  margin 
makes  selling  easy.  Imagination  and  ^\ 

ability  define  your  market.  (  a 

Full  or  part-time. 
Call  now:  1-800-451-6155. 

M-F  8:30  am  -8:00  pm  Sat-Sun  9am  -  5pm  EST 

VT. 


Business 
Consultants 

National  business  consulting  firm  look- 
ing for  Associate  Consultants  Enjoy  the 
advantage  of  being  self-employed  with 
the  association  and  support  of  one  of 
the  largest  and  most  respected  consul- 
ting firms  in  the  country  Full  expense 
paid  framing  in  New  Orleans  national 
advertising,  support  and  fringe  benefits 
Nominal  refundable  performance  depo- 
sit of  $7, 500  required  Call  for  free  com- 
pany brochure  and  details 

MB  NATIONAL 

L=sJ  Business  Consultants  Inc 
Mr.  Mark  Simon,  Exec.  V.P 

(504)456-1968 


BE  THE  BOSS 

Own  a  Sif  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  tree  mtormation 

Bpmmefyk 

Ml  II  \|  Kl)l  (.()  I)KI\I 

I  \GUNA  Mil  I  s   (   \  92653  134.7 

(Ml    l  BOO  K54  »32l 


SELL  IN  JAPAN! 


i  w\  \nui  prapert)  bhbj  am  Ibkyo  office  to 

reach  MX)  +    Real  I  ttttt  broken  in  Japan 
Krcc  inuislaiion    NO  COMMISSION    Your 
name  listed  as  ooottCI  point   Tear  sheet 
li  d   Only  $190  for  3  months  listing 

CALL:  Hon  &  Bunker  Inc. 

1-800-USA-2111 


Business  Buyers  Network 


•  Thousands  ol  businesses 
nationwide 

•  Many  with  Owner  linancmg 

•  No  commissions 
To  buy  or  list  call  toll  FREE 


1-800-223-3589 

In  NC  1-704-686-7358 


15.000  BUSINESSES 

FROM  COAST 

TO  COAST 

No  Brokerage  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800  327-9630 
.  •  in  Ft  Lauderdale  305-462-2524 


FOR  SALE  BY  OWNER 

Businesses-Cars-Boats 
No  Fees  •  No  Commissions 

Ad-Vantage  Listing  Services,  Inc. 

Publishers  offer  sale  by  owner  databases 
800-458-7197  •  305-561-5300 


The  Mai  Jsr 


America's  Maid  Service 


A  professional  business  opportunity  Vou  receive 

•  Materials    •  Equipment    •  Training 

•  Marveling     •  Area  Repretenlitive  Program 

Franchise  Fee  —  Si?  900  S 15  900 
Worttng  Capital  —  S?0  000  ■ 

Call  1  800  THE  MAID 
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COLLEGE  DEGR 

BACHELORS  •  MASTERS  •  DOCT 
For  Work.  Life  arm 
Experience  No  Ct 
Attendance  Ret) 

Call  (213)  47 

Outside  Call 
1*800-423 
or  send  detailed 
for  Free  Evalu 
Pacific  Western  Universi 

600  N  Scpulveda  Blvd  .  Oept  185.  Los  Angeles 


i 


BACHELOR.MASTER.DOCll 

EARN  A  DEGREE.  Use  your  past  exptP 

credit  toward  your  degree  No  classes  ■ 

on-campus  attendance  Studies  tfB 

your  experience  Self-paced  •  Sen  I 

For  No  Cost  A 

213  i  » 


AIDS  EDUCATI 


Do  Your  Employees/Custor.i 
understand  AIDS? 

NOW  AVALABLE-A  handy  slide  gudea 
and  other  sexually  transmitted  diseases 
distribution  to  customers  or  employees 
Call  for  samples  and  quantity  disci . 
MARKETING  AMERICA 


1-800-541-0900 


FORBES 
MARKET/CLASSIFJ 

Listings  are  accepted  at 
cretion  of  the  publisher 
sold  in  basic  units  of  one  inj 
agate  lines)  for  regul 
and  two  inches  (28  agate  lir 
display  advertisements.  Adc 
space  over  specified  minuS 
sold  at  the  appropriate  agaj 
rates. 

Advertising  closing   date 
month  preceding  date  of  ■ 

Frequency  discounts  aw 
Payment  must  accompaj 
unless  from  accredited  agfl 

FOR  ADDITIONAL  INFORM* 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET  CLASSI] 

60  Fifth  Avenue.  New  York  Nv| 
(212)  620-2440 


T  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


♦Total  management:  74.7% 
♦Total  paid  circulation:  735,000 


♦Average  household  income:  $162,000 
♦Average  value  of  investment  portfolio:  $899,(j 


orbes  Market/ 


COMPUTERS 


REAL  ESTATE 


WINE  CELLARS 


WiNE  CELLARS 


/haek-TANDY 


•  r  IIHh  vear  of  DISCOUNTS 

.    1 1  RS  A  CELLULAR  PHONES 

\-p   Prepaid   Save  Tax 
Toll  Free  800-231-36*0 

liflRYfTlflC  INDUSTRIESINC 

J25I1  Kaly  Fwy 
Houston  I  TX  77450 
,  <l);-0747  Telex:  774132 


IPUTER  SOFTWARE 


E  INVENTORY  CONTROL  AND 
RECORD  EVALUATION 
DOS     "HARD  DISK  REQUIRED" 

if  1  approach  with  time  phased  planning 
:al  tx.  reporting  and  evaluation. 

I  iAL    139  DEMO    $250  COMPLETE. 
>  UUNTEED  SATISFACTION*  •■ 

II  MC  -  VISA  -  CHECK  TO:  Oil 

P  i:  BOX  131;  HOWARD,  OHIO  43028 


LLANEOUS  FOR  SALE 


r  TMENT  GEMSTONES! 
LUMTEED  LIQUIDITY!!! 

f  sell  Diamonds  and  all  Precious 
i,.  Free  wholesale  catalog  since 
4  iber:  Jewelers  Board  of  Trade  & 
H>f  Commerce. 
IOUSEOFONYX 
One  Main  Street 
i  enville,  Kentucky  42345 
[  X  FREE  1-800-626-8352 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Shpcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
$1  per  unit  postage  card 
indling.  Send  check  to: 
iSE  JONES  BOX  CORP. 
'ept.  FB,  P.O.  Box  5120 
hiladelphia,  PA  19141 
)rcall  1-800-972-5858 


KENDRICK    CATTLE    COMPANY 

places  famous  family  ranch  on  the  market. 
This  historic  ranch  located  on  the  Powder 
River  and  the  headwaters  of  Hanging 
Woman  Creek  on  the  Montana/Wyoming 
line  near  Sheridan,  Wyoming  contains  over 
200,000  acres  (about  150,000  deeded).  It  is 
rated  by  the  SCS  in  excess  of  7,000  animal 
units  and  has  been  priced  to  sell  at  $40  per 
deeded  acre.  This  ranch  was  put  together 
by  Wyoming's  "Cowboy  Senator",  John  B. 
Kendrick,  starting  in  1897. 
SOUTHWESTERN  MONTANA 
DEEDED  MOUNTAIN  RANCH- 
Over  12,000  acres  in  a  contiguous  block  ad- 
joining the  National  Forest  for  over  9  miles. 
Estimated  to  carry  around  1500  animal 
units,  this  ranch  has  the  most  complete  set 
of  improvements  we  have  seen.  Nearly  $2 
million  have  been  spent  to  build  or  rebuild 
every  ditch,  fence,  or  building  on  the  ranch. 
Three  "manager/owner  quality"  homes 
plus  extensive  guest  facilities  would  do  any 
ranch  proud.  This  one  boasts,  in  addition, 
a  magnificent  hand  hewn  log  and  stone 
owner's  residence  which  is  at  once  grand 
but  appropriate  to  its  surroundings.  The  en- 
tire ranch  is  offered  at  just  over  $3,000,000 
and  could  not  be  duplicated  for  50%  more 
even  at  today's  low  land  prices.  Needless 
to  say,  extensive  fishing  and  big  game  hunt- 
ing are  available  both  on  the  ranch  and  in 
the  wilderness  area  only  1 1 A  mile  from  the 
ranch  border.  Contact  Exclusive  Agent  for 
the  Sellers:  Hall  &  Hall,  Inc.,  P.O.  Box 
1924,  Billings,  MT  59103  (406)  252-2155. 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gorgeous 

mountain  land.  Come  visit! 

Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


YACHTING 


WANNA  GO  FISHIN'? 

MARLIN-TUNA  •  SAILS 

BEST  BOATS  IN  THE  HOT  SPOTS 

MEXICO  •  BAHAMAS  •  AUSTRALIA 

FLORIDA  •  AZORES  •  VENEZUELA 

BEKOFF  YACHTING  SEJMCE 

(305)  463-1H2 


SHARING 


IS  CARING 


H,WlNECELLARS 

Model 

440  bottles 

700  Shown  at  right  3495 

600  Double  Cabinet  (Isolated)  3995 
Separate  Cooling  Units  42°/55° 
880  Double  unit  4495 

220  Space-saver  1995 

296  Credenza  (Low-Boy)  2495 

40  btl,  glass  door,  lock  &  light    599 
60  btl,  glass  door  699 


Retail  YourCost 
$2494    $1495 
1995 
2495 

2795 

1  195 

1495 

499 

599 


k  $2.85 
perbottfe 

rAodel 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog  I 

WlNECELLARS-CISA      800/421-8045      InCA:  2 13/937-3221 

*  839So.LaBreaAve.  *  Los  Angeles,  C  A  90036  *  Olympic  Sales  Co. 

*  Visa/MC/AmEx/Discover*WeShip  Anywhere!*        Since  1947 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC®— the  heavy 

sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drlonic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Covered 
by  health  plans.  Send 
for  free  information. 

Clinical  studies  avail- 
able to  physicians. 
GENERAL  MEDICAL  CO. 
Dept.  FOB  14 

1935  Armacost  Ave. 
Los  Angeles,  CA  90025 


STOP  CREDIT  CARD  ABUSE 

with  The  Creditcooler!  A  patented  "Piggy 
Bank"  for  creditcards.  Trapped  cards 
cannot  be  removed  without  breaking  open 
the  cube.  Send  check  or  money  order  for 
$4.95  to: 
TPW  Enterprises  Inc.,  P.O.  Box  195, 

Wantagh,  NY  11793 
•  Quantity  Discounts  Available 
^rstributoMnnuine^ncourageo_^^_^_ 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 

\X/e  II  narrow  your  closet 

classics  to  a  stylish  3  «  |or 

state  width)  Great  5inh 

day  or  Christmas  gift 

Send  S 1 3  50  for  each  set 

of  3  ties  to 

SLIM  TIES  CO. 

?01  Welch  Road  Ste   m9B 


Palo  Alio   CA  94304 


|415|  656-6262 
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CORPORATE  SPECIALTIES 


Your  Name 
or  Logo  on 
Corporate 
Imagewear: 

EMBROIDERED 
CAPS       shirts, 
jackets  &  more 
Call  Ms  Titus  for 

FREE  CATALOGUE 

at  800-792-2277 
In  CA  800-826-8585 

San  Francisco  Embroidery  Works 

3952  Point  Eden  Way 

Hayward,  CA  94545 


EXECUTIVE  GIFTS 


Corporate 
Ties 

150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 
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Barnard  Maine  itd. 

35  Mead  Ave.  •  Cos  Cob 

CT  06807  •  I  .S.A. 

Dept.  F  (203)  869  5006 


WORLDGLOBES 


50  Globe  Models  Hand- 
crafted solid  wood  floor 
mountings.  Brass  meridians 
Prestigious  addition  to  home 
or  office  Desk  models 
available  Replogle  since 

1930. 

Send  $2  lor  Color  Catalog 

The  Home  Library, 

Oept.  6 

P.O.  Box  111707 

Miami,  FL  33111-1707 
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Paper  profits,  part  I 

With  paper  producers'  stocks 
again  all  the  rage,  it  is  notewor- 
thy that  analyst  Thomas  Clephane  of 
Morgan  Stanley  &  Co.  is  telling  inves- 
tors in  Georgia-Pacific  Corp.  to  sell 
into  the  strength  of  the  company's  10- 
million-share  buyback  program.  Since 
January  G-P  has  bought  in  some  6 
million  shares.  (In  1987  it  repur- 
chased another  6  million.)  There  cur- 
rently are  99  million  shares  outstand- 
ing. Recent  NYSE  price:  40s/s,  up  18% 
thus  far  this  year. 

Clephane  reasons  that  much  of 
Georgia-Pacific's  earnings  are  still 
tied  to  building  materials — 58%  of 
1987  profits  and  an  estimated  46%  of 
this  year's  total.  He  notes  that  hous- 
ing construction  has  been  declining 
and  doesn't  foresee  a  reversal  of  that 
trend  in  1988-89.  This  year  he's  look- 
ing for  a  15%  gain,  to  $4.45  a  share, 
including  the  buyback's  effect,  which 
he  calculates  will  add  just  25  cents  a 
share  to  earnings  on  an  annualized 
basis.  In  1989  Clephane  thinks  earn- 
ings could  decline  6%,  to  $4.20. 

Clephane  agrees  that  Georgia-Pacif- 
ic sells  for  just  4.3  times  his  estimate 
of  1988  gross  cash  flow.  But  he  points 
out  this  cash  flow  already  is  commit- 
ted to  expansion  in  paper,  as  well  as  to 
the  financing  of  three  recent  acquisi- 
tions in  the  building  materials  area.  In 
view  of  these  acquisitions  and  the 
buyback  and  the  company's  heavy 
capital  spending  plans,  he  projects 
G-P's  debt-to-capital  ratio,  excluding 
deterred  taxes,  will  rise  to  48%  by  the 
end  of  the  year — the  highest  in  the 
paper  group  and  at  a  time  when  many 
in  the  industry  are  deleveraging. 


Paper  profits,  part  II 

While  Tom  Clephane's  cool  on 
Georgia-Pacific,  his  Morgan  col- 
league Jeanne  Carroll  does  like 
Bowater  Inc.  Recent  NYSE  price: 
Spun  off  in  1984  by  the  UK's 
Bowater  Industries  Pic,  $1.2  billion 
(sales)  Bowater  is  the  largest,  lowest- 
cost  producer  of  newsprint  in  the  U.S. 
Newsprint  accounts  for  more  than 
half  of  profits;  the  rest  mainly  comes 
trom  market  pulp  and  coated  paper. 
The  North  American  newsprint  in- 
dustry operating  rate  was  a  supertight 
98%  last  year,  and  the  Dancn,  Conn.- 
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based  company  earned  $2.13  a  share, 
versus  $1.49  in  1986. 

Carroll  expects  the  operating  rate  in 
newsprint  to  remain  at  around  98% 
both  this  year  and  next.  There's  al- 
ready been  one  price  increase  so  far  in 
1988,  and  Carroll  expects  another  be- 
fore year-end.  She  looks  for  Bowater 
to  earn  $4.10  a  share  this  year — up 
92% — and  to  cut  long-term  debt  to 
just  27%  of  total  capital  in  1988. 

For  1989  Carroll  looks  for  Bowater's 
earnings  to  rise  to  $4.30  a  share.  It 
won't  be  until  1990,  when  North 
American  capacity  is  expected  to  in- 
crease 5.1%,  that  she  thinks  operating 
rates  will  slip — and  even  then  to  a 
still-healthy  94%.  So  with  Bowater 
selling  for  only  8  times  anticipated 
1988  earnings,  and  for  just  3.6  times 
this  year's  projected  cash  flow,  she 
thinks  the  stock  is  still  cheap. 


Smoke,  not  fire 

On  Mar.  23  shares  of  $7.2  billion 
(sales)  Textron  Inc.  rose  5  points, 
to  29 'A,  on  rumors  that  Canada's  Belz- 
bergs  were  considering  a  takeover. 
Ah,  yes,  sighed  Streetwalker,  the 
Belzbergs.  Who  could  possibly  consid- 
er those  greenmailers  a  serious  threat 
to  Textron-  Sure  enough,  Textron  has 
since  drifted  back  to  a  recent  price  on 
the  Big  Board  of  25%. 

Yet  the  takeover  rumors  persist, 
though  not  always  with  the  B-name 
attached.  After  all,  hadn't  Textron  re- 
acted a  hostile  bid  by  Chicago  Pacific 
in  1984?  And  hadn't  it  subsequently 
made  two  big  defensive  acquisi- 
tions— mind  you,  the  company  will 
always  dispute  this  characteriza- 
tion— when  it  paid  $1.4  billion  for 
Avco  in  1 985  and  $  1 .04  billion  for  Ex- 
Cell-O  in  1986? 

But  Larry  Lytton,  an  analyst  who 
watches  Textron  from  Drcxel  Burn- 
ham  Lambert,  is  unimpressed  by  the 
deal  talk.  Nor  does  he  think  the  Provi- 
dence, R.I. -based  company  is  a  buy  on 
earnings.  More  than  half  of  Textron's 
sales  are  to  the  defense  and  aerospace 
markets.  For  the  next  few  years  Lyt- 
ton expects  limited  growth.  He  also 
thinks  fixed-price  development  pro- 
grams like  the  $1.7  billion  contract 
for  the  V-22  Osprey,  a  tilt-rotor  heli- 
copter Textron  is  jointly  developing 
with  Boeing,  carry  a  significant  risk  of 
cost  overruns. 

Another  25%  of  sales  are  in  finance 


TV\    I 


Model  of  Textron/Boeing's  Ospre)' '" 
Will  the  cost  also  taJce  off? 


-- 


and  insurance,  principally  relate  tc 
consumer    borrowing.    Lytton 
growth  is  limited  here  as  well,  % 
warns  of  rising  loan-loss  provisia 

Textron's  1987  earnings  fell  7°M 
$2.58  a  share.  This  year  Lyttoit 
looking  for  just  $2.85  a  share,  ■ 
about  the  same  in  1989.  So  its  re  a 
price,  about  9  times  his  earnings  u| 
mate,  seems  about  right. 

What  of  the  takeover  talk?  Lyjl 
says  Textron,  broken  up,  is  worthH 
to  $50  a  share.  But  long-term  debt  .ill 
stands  at  $1.5  billion- — against    , 
billion  of  equity,  over  half  of  it  g< 
will.  With  shares  at,  say,  $40,  plu: 
assumption  of  debt,  a  deal  would 
more  than  $5  billion — over  15  ti 
earnings   and   about    10   times  i 
flow.  Parts  of  Textron's  defense/a 
space  business  would  probably  lj 
foreign  buyers  out.  Recall,  too, 
just  before  the  crash,  the  com] 
lined  up  a  $3.6  billion  bank  lin 
credit.    Defensive    acquisitions 
more  likely  than  an  insiders'  buyi 


Problems,  problems 

Poor  Alexander  &  Alexander  1 
vices  Inc.  The  second-largest j  | 
ternational  insurance  brokerage, 
hind  Marsh  &  McLennan,  $1.1  bill 
(revenues)  A&.A  spent  most  of  the  j 
six  years  unwinding  problems  fi 
its  disastrous  1 982  acquisition  of  L 
don  broker  Alexander  Howden.  i 
now  the  property  and  casualty  c} 
has  turned  down,  bringing  with 
whole  new  set  of  problems. 

In  1987  A&A's  pretax  operat 
margins  were  just  8%,  versus  24% 
Marsh  &  McLennan  and  18%  for  C 
roon  &.  Black.  Investors,  says  ana. 
Michael  Smith  of  Shearson  Lehni 
Hutton,  expect  A&A  to  trim  exper 
and  raise  margins.  But  Smith  doe^l 
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Hd  out  much  hope.  Last  year,  for 
i  tance,  when  the  industry's  first- 
c  irter  revenues  were  surprisingly 
1  j,  A&-A  implemented  an  across- 
t  -board  hiring  freeze  and  did  not  fill 
v  ancies  created  by  attrition.  Smith 
c  Is  this  shotgun  approach  "unimag- 
i  rive."  This  year,  he  says,  A&A 
s  in  has  chosen  the  broadbrush  ap- 
I  .ach,  including  a  uniform  cap  on 
ges.  Smith  thinks  it  will  produce 
diocre  results. 

n  order  to  raise  margins  to,  say,  the 

Vo  level  in  1989,  Smith  estimates 

lA  would  have  to  reduce  current 

ffing  by  5%  to  8% .  That  is  feasible, 

:  Smith  doesn't  think  current  man- 

ment  is  ready  to  do  it.  As  a  result, 

1  expects  earnings — $1.77  a  share  in 

]  i7 — to  decline  to  $1.60  this  year 

al  remain  flat  in  1989. 

The  way  things  are  going,  Smith 

s  rs  A&A.  is  worth  $27  a  share,  not 

r  ich  above  its  recent  price  of  223/4. 

E  c  if  margins  could  be  raised  to  the 

]  %  to  12%  range,  it  would  be  worth 

$3  to  $35  a  share.  Should  current 

rmagement  not  be  up  to  the  task, 

g's  Smith,  someone  else  may  be. 

I  ere  are  38   million   shares.   Fire- 

iin's  Fund  owns  9.2%,  insiders  just 

]■'%.  Such  reasoning  might  explain 

I  iy  A&A's  stock  is  up  28%  this  year. 


i  sure  thing? 

i  lot  of  people  think  houses  are  a 
.  L  can't-lose  investment.  In  recent 
1  irs  that  has  been  true  in  most  parts 
(•  the  country,  but  is  it  so  over  the 
Jig   run?    Maybe    not.    Manhattan 
I  )pcrty  billionaires  Harry  and  Leona 
I:lmsley  were  recently  indicted  for, 
j'long  other  things,  billing  improve- 
ments on  Dunnellen  Hall,  their  26- 
■  re     Greenwich,     Conn,     country 
I  use,  to  their  business.  According  to 
\t  New  York  Times,   the  Helmsleys 
J  id  $11   million  for  Dunnellen  in 
83;  the  house  was  built  in  1918  for 
million.    Ignoring    the    proceeds 
i  im  selling  some  of  the  land,  as  well 
«•  taxes  and  maintenance,  those  two 
r  mbers    suggest    an    annual    corn- 
fund   appreciation   of   about   3.8% 
der  65  years — roughly  similar  to  the 
i:ums  on  long  government  bonds 
rer  the  same  period.  And,  even  in  the 
l  using  market,  there  can  be  long  dry 
l|riods.  In  1968— a  full  half-century 
jj  er  the  house  was  built — Dunnellen 
i  Id  for  $  1  million,  precisely  what  it 
st  to  build  a  half-century  earlier.  In 
!ier  words,  practically  all  of  Dunnel- 
l's  appreciation  occurred  between 
68  and  1983.  A  can't-lose  invest- 
2nt? — Lawrence  Minard 
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QUALITY  STOCKS  AND  MORE. 


Ne*!  Fidelity 

•  Blue  Chip  * 

Growth  Fund. 

*  Invests  in  many  of  America's  best-known  companies  * 
*  A  new  choice  for  your  IRA  * 

Blue  Chip  Companies  are  the  leaders  of  American  enterprise.  These  include  com- 
panies which  are  found  in  the  Dow  Jones  Industrial  Average  or  the  Standard  &  Poor's 
500  Stock  Index. 

Growth  Strategy.   Fidelity  experts  select  quality  companies  for  the  Fund-companies 
that  are  well-managed  industry  leaders,  those  best-positioned  for  long-term  growth. 
Of  course,  as  with  any  stock  fund,  share  price  will  fluctuate. 
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Fidelity  Blue  Chip  Growth  Fund. 

For  a  free  fact  kil  including  more  complete  information,  including  manage- 
ment fees,  expenses,  the  fund's  2%  sales  charge  and  1%  fee  on  redemption, 
please  call  or  write  for  a  free  prospectus  Read  it  carefully  before  you  invest 
or  send  monev.  Fidelity  Distributors  Corporation  (General  Distribution  Agent) 
P.O.  Box  660603,  Dallas,  TX  75266-0603. 


Call  toll-free  24  hours 

1-800-544-6666 


Fidelity 
Investments 


In  Mass.  call  collect  617-523-1919      CODE:  FORB/BCF/051688 
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The  Forbes  Guide 

To  Homes 
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A  Showcase  for  Real  Estate  Advertisers 

The  FORBES  Guide  to  Homes,  Estates  &  Properties  will  appear  in 
the  October  3 1 ,  1988  issue.  It  will  consist  entirely  of  real  estate  advertising 
for  those  FORBES  readers  who  want  to  buy  homes,  condos,  co-ops, 
vacation  homes,  homes  on  islands  and  homes  abroad.  All  advertising  in 
The  Guide  will  be  lA  or  Vi  page  units  which  appear  in  black  and  white  or 
four-color.  And  it  will  have  its  own  reader  service  card. 

FORBES  reaches  over  2.8  million  readers  and  core  market  of  735,000 
subscribers  with  an  average  household  income  of  $162,000.  And  one  out 
of  every  three  is  a  millionaire.  It's  a  great  advertising  opportunity  to 
reach  a  special  market  of  potential  real  estate  buyers. 

For  further  information  please  send  the  coupon  below  or  contact 
Linda  Loren  at  (212)  620-2440. 

Linda  Loren,  FORBES  Magazine,  60  Fifth  Ave.,  N.Y.,  N.Y.  1001 1 

YES:  I  want  to  learn  more  about  advertising  in  The  FORBES  Guide  To  Homes, 

Estates  6k  Properties. 

Name  Company 


Addr 


Phone  ( 


) 


City 


State 


Zip 
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Special  Video  Productions  123 

Sports  Afield 114 

Spurgin  Development  52 

SSMC  108 

Steelcase  92 
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There's  only  a 

handful  of  truly 

global  banks. 


ur; 


Here's  how 
to  recognize 
one  of  them. 


Look  to  the  ABN/LASALLE  group...  the  symbol  of  global  reach.  What  started  in  1824 
as  a  Dutch  trading  company  has  grown  into  Algemene  Bank  Nederland  N.V.  a  $67 
billion  banking  network  of  more  than  900  offices  in  43  countries  on  6  continents. 

Global  power.  We  are  deeply  rooted  in  the  business  culture  of  each  country  with 
full-service  indigenous  banks.  Domestic  power.  We  are  a  major  presence  in  North 
America  with  13  offices  in  the  U.S.  and  Canada. 

Comprehensive  financial  services.  Whether  your  needs  include  corporate  and 
trade  finance,  treasury,  capital  markets,  trustor  security  and  syndication  services, 
call  your  nearby  office.  Or  contact  Peter  Casey,  ABN/LASALLE  North  America.  Inc., 
135  South  LaSalle  Street.  Chicago.  IL  60603.  Phone  1-800-84  5-8884. 


ABNOLASALLE 


rem  Atlanta  Boston  Chicago  Houston  Los  Angeles  Miami  Montreal  Ne\»  York  Pittsburgh  San  Francisco  Seattle  Toronto  and  Vancouver 
allc  National  Corp  Chicago  iy  subsidiary  olAlgemene  Bank  Nederland  N  V         C  I98HABN  LASALLE  North  America  Inc 


Flashbacks 


Edited  bv  Dero  A.  Saunders 


"The  more  things  change. .  . ."  Items  from  past  issues  of  Forbes 


nkers pitches  itsJ-33  transport  to  I ' S  buyers  at  a  192H  aviation  show 


xty  years  ago  in  Forbes 

om  the  issue  of  May  IS,  1<)2H> 

umouncement  has  been  made  of 
e  tariff  for  transatlantic  passengers 
the  R-100,  the  huge  new  British 
rigible  which  is  scheduled  to  begin 
?ular  service  between  New  York 
d  London  some  time  this  coming 
mmer.  Management  has  stated  that 
e  passenger  rates  for  a  single  one- 
iy  crossing  will  probably  be  at  least 
,000  for  the  first  few  trips  and  that 
ch  sums  and  higher  have  already 
en  offered  for  the  maiden  voyage." 

Vithout  going  below  the  surface,  it 
3ks  as  if  Governor  Smith  and  Secre- 
ry  Hoover  were  practically  certain  of 
imination.  Even  southern  opponents 
New  York's  popular  governor  admit 
at  they  see  little  likelihood  of  being 
le  to  corral  effective  support  for  any- 
te  else.  One  southern  publisher  re- 
arked  somewhat  facetiously,  'The 
st  we  can  hope  for  is  a  dry  Protestant 
Smith's  running  mate.'  " 

ifty  years  ago 

om  the  issue  of  May  15,  1938) 

n  mid-June  two  of  the  nation's 
ack  passenger  trains  will  make  their 
st  major  changes  in  equipment 
ice  they  switched  from  wooden  to 
1-steel  passenger  cars  in  1910.  For  at 
at  time,  both  the  Pennsylvania's 
oadway  Limited  and  the  New  York 
:ntral's  Twentieth  Century  Limited 
e  scheduled  to  'go  streamlined.' 
jncurrently,  the  running  time  of 
ch  train  between  Chicago  and  New 
)rk  will  be  cut  30  minutes." 

business   continues   its   downward 

ift  as  it  enters  late  spring  and  sum- 
er — seasons  unlikely  as  recovery  pe- 
ids  because  of  normal  decline  in 
isiness  volume  even  in  good  years, 
eel    production    dips,    automobile 
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"Just  about  unique  in  the  history  of 
U.S.  labor-management  relations  was 
the  abrupt  change  of  heart  in  1950  of 
United  Mine  Workers  of  America 
President  John  L.  Lewis.  For  years 
Lewis  and  his  miners  had  been  locked 
in  bitter  conflict  with  coal  producers. 
For  his  truculence  the  bushy-browed 
union  leader  had  earned  the  hearty 
dislike  of  presidents,  congressmen 
and  the  general  public  alike.  .  .  . 
Then,  almost  overnight,  Lewis  called 
a  truce  and  threw  his  considerable 
support  behind  management's  desper- 
ate efforts  to  mechanize  the  mines." 

"Despite  all  kinds  of  encouragement 
from  briskly  rising  stock  averages, 
fund  sales  continue  to  lag  badly.  The 
funds  sold  some  $601  million  worth 
of  new  shares  in  the  first  quarter  of 
1963,  35%  below  the  first  quarter  of 
1962.  Moreover,  redemptions  contin- 
ued to  run  ahead  of  a  year  ago  (up  23% 

to  $348  million) 

"What  was  wrong?  Probably  noth- 
ing more,  really,  than  continued  pub- 
lic apathy  toward  stocks  as  such." 


output  declines,  commodity  prices 
slump  mildly — though  without  wide- 
spread, panicky  slashing  except  in  iso- 
lated instances." 

"Education  for  automobile  drivers 
and  for  pedestrians  is  now  a  definite 
feature  in  the  curricula  of  more  than 
5,000  high  schools.  Actual  behind- 
the-wheel  training  is  being  given  to 
students  in  nearly  300  high  schools. 
Eleven  states  now  have  laws  requiring 
safety  education,  while  four  others 
have  State  Board  of  Education  regula- 
tions requiring  such  instruction."  ^^m^m^m^mmmm^mmmmmimmmm^^^^ 

High  school  students  learn  about  left     Ten  years  ago 

turns  in  a  1938  driving  course  (From  the  issue  of  May  15,  1978) 

"The  Common  Market  countries, 
arm-twisted  by  their  tiny  minority  of 
farmers,  have  adopted  what  they  refer 
to  as  a  Common  Agricultural  Policy. 
Under  the  rhetoric,  the  CAP  is  basi- 
cally an  agreement  to  keep  European 
farmers  prosperous  at  the  expense  of 
European  consumers  and  at  the  ex- 
pense of  free  trade.  Largely  as  a  result, 
food  takes  a  bigger  chunk  out  of  Euro- 
pean family  budgets  than  American 
family  budgets — between  24%  and 
37%  for  Europeans,  compared  with 
only  18%  for  Americans.  Thanks  to 
the  CAP,  European  milk  powder  is 
nearly  six  times  the  world  price,  but- 
ter four  times,  wheat  and  beef  twice 
the  world  price." 

"While  the  experts  were  still  debating 
whether  April's  big  rally  on  the  Big 
Board  was  for  real — or  just  an  upward 
blip  in  a  bear  market — the  American 
Stock  Exchange  had  no  such  doubts. 
The  Amex  has  been  in  a  solid  bull 
market  for  more  than  three  years 
now.  Long  regarded  as  a  kennel  for 
corporate  cats  and  dogs,  the  Amex  has 
been  the  smart  place  to  be  since  1974; 
the  Big  Board's  growth  stocks,  the 
dumb  place." 


Twenty-five  years  ago 

(From  the  issue  of  May  15,  1963/ 

"For  a  man  whose  bank  last  month 
announced  sharp  gains  on  its  No.  One 
rival,  President  George  S.  Moore  of 
New  York's  First  National  City  Bank 
was  doing  remarkably  little  crowing. 
As  of  Mar.  31,  for  the  first  time  at  a 
quarter's  end  since  Chase  merged 
with  the  Bank  of  Manhattan  eight 
years  ago,  First  National  City's  total 
deposits  were  $66  million  ahead  of 
Chase  Manhattan's.  But  Moore,  from 
his  office  high  over  Park  Avenue  in 
his  bank's  new  midtown  headquar- 
ters, noted  that  $66  million  is  a  tri- 
fling gap  between  institutions  with  $9 
billion  deposits  each." 
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It  is  very  difficult  to  gain 
goodwill;  but  once  you  have  it, 
it  is  easy  to  keep  it. 
Baltasar  Gracian 


Kindness  in  words  creates 
confidence.  Kindness  in  thinking 
creates  profoundness.  Kindness 
in  giving  creates  love. 
Lao-tzu 


Merit  and  knowledge  will  not 
gain  hearts,  though  they  will 
secure  them  when  gained. 
Lord  Chesterfield 


Sow  good  services;  sweet 
remembrances  will  grow 
from  them. 
Madame  de  Stael 


A  word  of  kindness  is  seldom 
spoken  in  vain;  while  witty 
sayings  are  a"s  easily  lost  as 
the  pearls  slipping  from 
a  broken  string. 
George  Prentice 


One  of  the  great  misfortunes 
of  man  is  that  even  his  good 
qualities  are  sometimes  of  no 
use  to  him,  and  that  the  art 
of  using  them  and  controlling 
them  properly  is  often  a 
late  fruit  of  experience. 
Nicolas  Chamfort 


Happy  is  the  man  who  can 
do  only  one  thing:  in 
doing  it,  he  fulfills 
his  destiny. 
Joseph  Ioubert 


All  human  beings  have  gray 
little  souls — and  they  all  want 
to  rouge  them  up. 
Maxim  Gorky 


The  reputation  through  a 
thousand  years  may  depend 
upon  the  conduct  through 
j  single  moment. 

hKNFSI  Bramah 


Thoughts 

on  the  Business  of  Life 


Goodwill  of  the  right  kind,  the 
lasting  kind,  cannot  be  won  simply 
by  advertising,  not  even  by  the 
spending  of  milliotis  of  dollars  in 
proclaiming  the  merits  of  an  article 
or  a  company.  Goodwill,  once  lost, 
can  seldom  be  regained  no  matter 
what  efforts  are  exerted,  for  as  the 
adage  has  it,  'Give  a  dog  a  bad  name 
and  it  sticks  "  To  gam  goodwill,  we 
must  exude  goodwill.  If  we  harbor 
hate,  if  we  harbor  uncharitableness. 
if  ice  harbor  distrust,  we  inspire  in 
others  similar  sentiments  towards  us. 
B.C.  Forbes 


Those  who  are  well  assured  of 
their  own  standing  are  least 
apt  to  trespass  on  that 
of  others. 
Washington  Irving 


Kindness  effects  more  than 

severity. 

Aesop 


Confidence  in  the  goodness  of 
another  is  good  proof  of 
one's  own  goodness. 
Michel  de  Montaigne 


What  people  say  behind  your 
hack  is  your  standing  in 
the  community  in  which 
vou  live 
Ed  Howe 


Mare  than  3.000  "Thoughts,"  indexed  by 
authot  <md  subject,  iirc  ,i\  tillable  m  one  vol- 
ume bound  m  blue  cloth  and  stamped  m 
gold  Send  $18.50  with  your  order  to  Forbes 
Subscriber  Service,  60  Fifth  Avenue.  New 
York.  NY.  10011  Please  add  tales  ua  on 
orders  in  New  York  State  iiml  other  states 
yjhere  applicable 


Goodwill  is  the  mightiest 
practical  force  in 
the  universe. 
Charles  Dole 


The  scene  changes  but  the 
aspirations  of  men  of  good 
will  persist. 
Vannevar  Bush 


General  good  is  the  plea  of 
the  scoundrel,  hypocrite, 
flatterer. 
William  Blake 


Kindness.  The  most  unkindest 
thing  of  all. 
Edna  O'Brien 


Fearful  is  the  seductive  power 
of  goodness. 
Bertolt  Brecht 


Be  kind  and  considerate  to 
others,  depending  somewhat 
upon  who  they  are. 
Don  Herold 


A  Text . . . 

A  good  name  is  rather  to  b<j 
chosen  than  great  riches, 
and  loving  favour  rather 
than  silver  and  gold. 
Proverbs  22:1 


Sent  in  by  Robert  Marcucci,  San  Francisco 
Calif.     What's     your     favorite     text?     Irk 
Forbes  Scrapbook  of  Thoughts  on  the  Busf 
ness   of  Life   is   presented   to   senders 
texts  used. 


Stylishness,  being  an 
acquiescence,  mitigates  power. 
Earl  Shorris 


To  earn  a  good  reputation, 
give  publicly,  and  steal 
privately. 
Josh  Billings 
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IT  DRAWS  A 

CROWD, 
AND  LEAVES 

IT  BEHIND. 

It's  an  imposing  presence.  An  eye-magnet.  But  the  1988  Toyota 

Supra  Turbo  is  not  simply  for  show.  The  low-slung  aerodynamics 

separate  it  from  the  crowd,  even  at  standstill.  But  the  gap  widens 

quickly  when  its  electrifying  turbocharged  potency  is  released:  0  to 

60  in  a' mere  6.7  seconds*  And  control  is  precise:  race-bred  double 

wishbone  fully  independent  suspension;  ventilated  4-wheel  power 

disc  brakes;  optional  Anti-Lock  Braking  System  (A. B.S.). Toyota 

Supra — #1  in  its  segment  in  customer  satisfaction**  The  crowd 

can  look  but  they  can't  touch  it. 

Get  More  From  Life . . .  Buckle  Up! 


NERVE  CENTER. 

Analog  instruments  monitor  every 
rev.  8-way  adjustable  driver's 
Sport  Seat  and  optional  glove-soft 
leather  interior  add  even  more 
luxury  to  performance. 


POWER 
STRUCTURE. 


Good-bye  crowd.  Turbo- 
charged  3.0-liter  twin  cam 
24-valve  engine  with  inter 
cooler  generates  230  hp 
at  5600  rpm. 


198/Custotnei 

1  wiih  Prp'dui  t  Quality  .mil 
MfeOoi  I'm,  .-in,  i, 

S  ill        U.S.A.,  Inc 


TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORI  ' 


Stew  Leonard,  Owner  of  World  s  Largest  Dairy  Store 


"If  you  want  to  start  a  fire,  you've  got  to  strike  a  match. 
That's  what  Dale  Carnegie  Training*  does  for  us. 

It  lights  the  fire  of  enthusiasm  and  inspiration  in  our  people!' 


I'm  a  strong  supporter  of  Dale  Carnegie  Training?  a  firm 
reliever.  My  company  is  based  upon  the  fundamentals  of 
Dale  Carnegie?  and  our  success  is  directly  attributable  to  those 
)rinciples,  to  the  Carnegie  philosophy.  Our  mission  is  to  create 
lappy  customers,  and  Dale  Carnegie®  is  the  way  we  do  it, 
he  vehicle  that  makes  it  possible.  Almost  all  our  people  have 
*one  through  the  Dale  Carnegie  Coursef  about  95  percent  of 
hem,  because  it  helps  them  develop  the  right  attitude  about 
:he  company,  about  themselves  and  other  people  as  well. 

We're  very  proud  of  our  association  with  Dale  Carnegief 
3f  the  number  of  our  people  who  have  gone  through  the 
:raining.When  a  new  employee  comes  to  us,  the  first  thing 
we  look  for  is  the  right  attitude,  because  success  begins 
with  attitude.  Second,  once  we  find  someone  with  a  good 
attitude,  we  train  them  in  the  Stew  Leonard  way  of  doing 
things,  and  that  includes  not  only  training  in  their  specific 
job,  but  an  understanding  of  our  traditions.  Then  they  go 
through  Dale  Carnegie  Trainingf  because,  if  you  want  to 
start  a  fire,  you've  got  to  strike  a  match,  and  that's  what 
Dale  Carnegie*  does  for  us.  It  lights  the  fire  of  their  enthu- 
siasm, of  their  inspiration.  It  makes  them  want  to  become 
themselves  at  their  very  best.  Then  when  they're  ready,  we 
encourage  them  to  apply  everything  they've  learned.  And, 
we  make  it  all  fun.  We  call  it  WOW.  We  put  in  the  WOW  so 
it  stops  being  work  and  starts  being  fun. 

People  from  other  food  stores  around  the  country  often 
come  through  my  store  looking  for  the  secret  of  our  success. 
They  look  at  everything,  at  the  machinery  and  layout  and 
products  carried,  but  the  real  secret  of  success  at  Stew 
Leonard's  is  our  people. 

In  my  wildest  imagination,  I  would  not  have  predicted 


15  years  ago  that  I  would  be  the  owner  of  a  business  now 
doing  $100  million  a  year.  But  it  has  happened,  and  it  has 
happened  because  I  was  fortunate  enough  in  the  beginning 
to  go  through  Dale  Carnegie  Trainingf  training  that  taught 
me  how  to  overcome  my  natural  lack  of  self-confidence 
and  how  to  believe  in  myself. 

I  was  only  20,  fresh  out  of  college,  when  it  fell  to  me  to 
run  our  small  family  dairy  business.  I  was  the  youngest 
in  a  family  of  seven  and  all  the  employees  here  were  twice 
my  age.  I  was  intimidated,  but  I  wanted  to  succeed.  I  took 
the  Dale  Carnegie  Course®  to  learn  to  work  with  people 
and  got  so  very  much  more  from  the  Course.  I  learned  that 
I  could  become  a  leader.  I  learned  about  human  relations  and 
to  respect  the  dignity  of  other  people.  I  gained  the  confidence 
I  needed  to  manage  and  build  my  company.  It  gave  me  the 
understanding  that  success  depends  on  other  people  sharing 
your  philosophy  and  inspiration  and  working  together  toward 
a  common  goal. 

If  you  want  to  grow,  if  you  want  to  become  more  suc- 
cessful, you  have  to  learn  how  to  get  along  well  with  other 
people  and  how  to  motivate  them.  It  sure  helps  to  learn 
how  to  speak  in  front  of  people,  too,  because,  if  you've  got 
630  people  working  for  you,  like  I  have,  there's  no  way  to 
inspire  them  without  getting  up  in  front  of  the  room  and 
talking.  And  there's  no  place  in  the  world  better  to  learn  all 
this  than  in  a  Dale  Carnegie  Course?" 

To  find  out  more  about  Dale  Carnegie  Training®  and  how 
it  can  benefit  you  and  your  people,  ask  for  a  copy  of  our  quick- 
reading  booklet  that  describes  the  benefits  and  objectives  of 
Dale  Carnegie  Courses?  Call  toll-free  800  231-5800.  In  Texas, 
800  392-2424.  Or  write  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC. 

SUITE  558F .  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON,  TEXAS  77036 
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"Myjobisto 
change  the  future 
of  helicopters." 


"At  Boeing  Helicopters  we're  flying 
a  new  kind  of  aircraft  we  call  the 
360  technology  demonstrator.  The 
advanced  aircraft  proves  it  is  possi- 
ble to  achieve  a  100%  gain  in  heli- 
copter productivity.  Two  factors 
are  resp<  uisible  for  the  dramatic 
increase  in  efficiency  first,  cruise- 
speed  in  excess  of  200  miles  an 


hour  —  40%  faster  than  a  ty 
helicopter  —  because  of  ne 
drag  airfoils.  Second,  a  20% 
duction  in  weight,  thanks  tc 
sive  use  of  advanced  compc 
plastics.  These  new,  high-str 
materials  are  used  in  the  air 
and  in  dynamic  structures  s 
rotor  blades,  hubs,  control  ( 
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ponents  and  drive  shafts.  The  ad- 
vanced technology  in  the  Boeing 
360  demonstrator  will  be  pan 
of  the  future  of  aviation.  And  it's 

part  of  the  present  at  Hoeing 
Helicoptt  s 

Robert  u  iesner,  Manager 

•   i  Engineering 
.    Helicopters 


At  Hi  teing  we're  sharing  knowl- 
edge and  integrating  technology  to 
<  reate  high-quality  products  and 

services.  In  electronics,  computer 
services,  aviation  and  aerospace. 
Ybu  can  trust  the  people  at  Boeing 
to  do  it  right. 
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What  Don  Petersen  reads  in  his  spare  time* 

This  issue  is  a  companion  to  the  Forbes  500s  (Apr.  25).  The  5C I 
issue  is  about  numbers — how  big?  how  profitable?  This  is  abol 
people  and  power,  the  folks  who  run  the  800  companies  ti. 
make  one  or  more  of  the  Forbes  500  lists,  what  they  read,  wkj 
they  drive,  what  they  think.  (If  you  wonder  why  our  listing  [ 
the  fattest  pay  bundles  is  so  different  from  Business  Week's,  1 1 
answer  is  that  ours  covers  800  companies  while  theirs  coverl 
only  339.  To  make  up  for  its  slapdash  reporting,  BW did  a  folloj 
up  in  a  later  issue  but  still  only  had  about  half  the  story.) 

Requiring  both  statistical  and  reportorial  input,  this  issJ 
called  upon  two  of  this  magazine's  strengths:  our  statisticT 
databases  and  personnel  and  our  long  experience  in  judgiij 
management.  Two  dozen  staffers  worked  on  the  issue:  progra 
mer  Carsten  Thode  and  statisticians  under  Steve  Kichen 
Donald  Popp,  plus  members  of  Jean  Briggs'  reporting  team. 

New  this  year  are  the  personal  profiles  of  the  heads  of  the 
most  important  companies  in  the  U.S.  What  do  they  rea 
Whom  do  they  admire?  What  cars  do  they  drive?  Read  one 
these  profiles  and  I  predict  you  will  have  trouble  stopping  befo| 
you've  read  all  50.  "The  Top  50"  starts  on  page  124. 

*  For  answer,  seep  140 

A  fortune  in  rhinestones,  a  forfeiture  in  TV 


FasJnun  rhinestones 


Phyllis  Berman 


There  is  much  else  in  this  issue.  I  especially  recommend  "Th 
De  Beers  of  Rhinestones"  (p  66),  which  discovers  an  immensel 
wealthy  but  hitherto  unknown  family  whose  business  has  er 
dured  for  four  generations.  It  is  a  valuable  case  history  on  how  t 
win  dominance  and  hold  it  in  a  highly  profitable  niche  market 
Brilliant  reporting  by  Phyllis  Berman,  whose  journalistic  versa 
tility  was  most  recently  demonstrated  in  our  cover  story  01 
naked  short-selling  (Feb.  8). 

Having  ceded  TVs  and  VCRs  almost  entirely  to  the  Japanese 
the  U.S.  is  in  a  weak  position  in  the  coming  revolution  ii 
television  broadcast  and  reception,  warns  Kathleen  Wiegner  ii 
"Last  chance?"  She  asks:  Why  don't  U.S.  companies  take  advan 
tage  of  the  new  high-definition  techniques  to  get  back  into 
business  we  once  dominated  and  then  lost?  Page  58. 

For  readers  interested  in  new  ideas,  there  is  Peter  Brimelow' 
"Do  you  want  to  be  paid  in  Rockefellers?  In  Wristons?  Or  ho' 
about  a  Hayek?"  It  examines  a  novel  idea  for  dealing  wi 
currency  instability  and  inflation.  How?  By  ending  govemmen 
monopolies  on  the  issuance  of  money.  Farfetched?  Sounds  tha 
way,  but  most  radically  new  ideas  sound  farfetched  when  the) 
arc  first  enunciated.  Page  243. 
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Follow-Through 


The  great 

train 

robbery 

May  2,  1988 


A 


:he  board  of  CNW  Corp.  ac- 
Lcepted  a  $578  million  buyout  of- 
fer from  investment  banker  Gibbons, 
Green,  van  Amerongen  and  CNW 
managers  in  November,  Forbes  com- 
plained that  temporary  problems  at 
the  railroad  had  obscured  its  true  val- 
ue— of  at  least  SI  billion. 

Then,  a  week  after  our  story  ap- 
peared, CNW  said  it  was  abandoning 
the  deal  because  it  couldn't  be  com- 
pleted by  the  May  31  deadline.  The 
board  had  extended  the  deadline  once 
already  and  deemed  doing  so  again  not 
in  the  best  interests  of  stockholders 

The  company  claimed  its  proposed 
price  of  cash,  junk  bonds  and  stock 
was  worth  S31  per  share.  Tempting, 
since  CNW  traded  at  $22  and  was 
burdened  by  cumbersome  union  work 
rules,  miles  of  unprofitable  track  and 
lawsuits  that  have  prevented  the  rail- 
road from  selling  low-profit  lines 

But  as  FORBES  had  noted,  CNW  is 
cutting  its  work  force  and  attacking 
union  work  rules.  The  railroad  al- 
ready has  buyers  for  $127  million 
worth  of  track.  A  CNW  spokesman 
insists  the  otter  was  killed  not  be- 
cause of  our  story  but  because  ol  eon 
tinuing  legal  battles  ova  track  sales — 
which  would  have  helped  fund  the 
deal-  and  because  the  deal  depressed 
the  stock.  I  Wall  Street  considered  the 
bonds  worthless!  Whatever  tlu 
sons,  if  CNW's  managers  can  exploit 
its  potential,  the  profits  will  now  tall 
to  shareholders  —Charles  Sila 


A  risky 
game 

W,/i  •  /.  198', 


R  Price   w  is  playing  a  risky 

ten  Forbes  tuned  in  to 
d  Price  Communica- 
as  $423  million  its 


media  cash  flow  far  short  of  a  $42 
million  interest  bill.  Ratings  had 
eroded  at  many  radio  stations  and 
were  threatened  by  cutbacks  at  its  TV 
affiliates,  too.  To  prop  up  the  stock, 
Price  had  to  redeploy  cash  into  better 
stations  and  sell  old  ones  at  a  gain. 

Price  has  tried  to  do  just  that.  Last 
summer  he  unloaded  seven  radio  sta- 
tions for  $120  million,  recording  a  $60 
million  taxable  gain.  Fabulous,  right- 
Look  again.  Price  himself  has  an  inter- 
est in  the  firm  that  bought  the  sta- 
tions. It  paid  only  $70  million  cash — 
plus  $50  million  in  junk  bonds,  which 
won't  be  paid  off  unless  the  stations 
improve.  The  real  cash  gain  plus  cash 
from  operations  didn't  cover  interest 
of  $52  million  in  1987.  Price  now  has 
less  cash  than  ever  and  is  no  longer 
playing  the  stock  market  as  much  to 
raise  cash.  Buying  back  $84  million  of 
stock  last  year  merely  boosted  Price 
shares  to  a  recent  price  of  $10. 

Meanwhile,  with  advertising  reve- 
nues soft  and  the  cost  of  other  sta- 
tions rising,  Bob  Price  is  having  trou- 
ble finding  new  bargains.  He  recently 
bought  four  southern  TV  stations  for 
$63  million — at  17.5  times  earnings. 

To  raise  cash,  Price  could  sell  some 
of  his  more  valuable  properties.  He 
recently  agreed  to  sell  a  TV  station  for 
at  least  S26  million  and  plans  to  use 
the  funds  to  buy  back  debt  and  yet 
more  stock.  But  with  about  $140  mil- 
lion m  interest  and  principal  due  in 
1989  and  1990,  Puce  must  keep  run- 
ning to  stay  m  place. — Kathy  Murray 


Hot  air 

/mi   II.  1988 


There  seemed  no  stopping  Ronald 
P.  Baldwin,  chiet  executive  of  San 
Mateo's  Geothermal  Resources  Inter- 
national, last  fanuary.  Despite  a  90% 
decline  in  revenues  from  1984  to  $3.5 
million  in  1987,  Baldwin  planned 
three  big  deals  that  he  was  sure  would 
put  his  firm  on  the  map.  Forbes 
warned  that  Baldwin's  success  would 
require  some  luck. 

-  urn  looked  as  it  Baldwin's  plans 
might  fall  apart.  In  March  his  $140 
million  deal  to  buy  Thermal  Power 
from  Maxus  Energy  collapsed  when 


Geothermal  was  unable  to  borrc 
$110  million  in  cash  to  close.  Thj 
Geothermal  announced  a  $4.4  millii| 
loss  on  operations  for  1987.  The  firf 
was  also  late  making  a  payment 
Magma  Power  for  options  on  son| 
leaseholds  and  a  steam  plant. 

Yet  Baldwin  is  still  pushing. 
March  the  company  began  supplyiil 
steam  to  a  new  65-megawatt  powl 
station.  When  it  starts  selling  steal 
to  a  second  unit  in  July,  Baldwin  sa>| 
the  twin  stations  could  together  yie| 
revenues  of  $30  million  a  year. 

Geothermal  has  sold  $21  million  I 
convertible  preferred  shares  to  a  groil 
including  Baldwin,  some  of  his  ma| 
agers  and  International  Pneumatic 
its  second-largest  shareholder.  It  hi 
also  borrowed  $96  million  from  Crel 
it  Suisse  to  help  close  the  unfinishq 
deal  with  Magma  and  begin  work  or 
new  plant  to  supply  steam  to  Sout 
ern  California  Edison. 

But  about  70%  of  Geothermall 
capital  is  now  debt.  If  Baldwin  renegJ 
tiates  the  deal  to  buy  Thermal  froif 
Maxus,  that  number  will  go  eve 
higher.  Could  be  more  troubj 
ahead. — Alyssa  A.  Lappen 


Clear  as 
MUD 

June  15.  1987 


Tough  times  in  Texas  have  take 
their  toll.  More  than  500  munic 
pal  utility  districts  (MUDs)  empo 
ered  to  float  tax-exempt  bonds  i 
build  water  projects  had  sold  perha 
S3  billion  of  these  bonds,  once  pop 
lar  nationwide  because  of  their  bag 
yields  and  the  state's  oil  riches.  But  i 
April  1987  Harris  County  MUD  N 
19  defaulted  on  $2.6  million  in  bond) 
and  filed  tor  bankruptcy  protectio 
Forbes  predicted  more  defaults  soo: 

Now  the  Texas  Water  Commissio: 
which  oversees  the  MUDs,  confirm 
that  two  more  Houston-area  district 
could  default  this  year.  Bond  trader 
say  they  are  Montgomery  Count' 
MUD  No.  16,  with  $1.5  million  if 
bonds,  and  Harris  County  MUD  No 
182,  with  $2  million.  Both  have  higl 
tax-delinquency  rates  and  few  indi 
vidual  taxpayers. 

The  commission  will  not  say  if  oth 
er  districts  will  default  next  year,  bu 
some  Houston  bond  traders  warn  stil 
more  defaults  are  likely.  Bondholder; 
beware. — William  P.  Barrett 
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Regal 
for  one, 


liller  High  Life  Regal 


Regal 
for  four, 


egal  Gran  Sport. 


Regal 
for  six 


Regal  Limited. 


5ne  big  win.  In  the  Daytona 
)00,  Bobby  Allison  was  first 
across  the  finish  line  in  his  spe- 
cially modified  1988  Miller  High 
.ifeBuick  Regal. 

Four  bucket  seats.  Introduc- 
ng  the  new  Regal  Gran  Sport, 
he  available  Gran  Sport  Fdck- 
3ge  features  firm  suspension, 
16"  aluminum  wheels,  Eagle 


GT+4  tires  —  and  more.  The 
available  Four-seater  Fdckage 
even  includes  luxurious  bucket 
seats,  both  front  and  rear. 

Six-passenger  room.  Even  in 
its  standard  form,  the  Buick 
Regal  sets  new  standards.  It  is 
the  first  6-passenger  American 
coupe  with  4-wheel  indepen- 
dent suspension,  4-wheel 


power  disc  brakes  and  a  multi- 
port  fuel-injected  V-6  engine, 
standard. 

Buckle  up  and  see  your 
Buick  dealer. 


GM 


The  Great  American  Road  belongs  to  Buick. 


t    What  we  know 
about  computers  we' 

learned  on  the  phon 


1939 

The  First  Electrical 

Digital  Computer 

Working  for  AT&T  Bell 
Laboratories,  a 
mathematician  and 
an  engineer  used  two 
numbers  to  change 
forever  the  way  we 
compute  all  the  rest. 
They  applied  a  binary 
code  to  a  calculating 
machine  for  the  first 
time  and  invented 
the  electrical  digital 
computer. 


It  started  with  the 
genius  of  Alexander 
Graham  Bell.  And  from 
the  beginning,  AT&T 
has  been  committed  to 
helping  the  people  of 
the  world  communicate 
better. 

While  our  heritage 
as  America's  phone  sys- 
tem is  well  known,  it  is 
our  quiet  history  of 
computer  innovation 
that  made  it  possible. 

Our  telephone  sys- 
tem is  the  largest,  most 
sophisticated  computer 
network  in  the  world. 

The  evolution  of  its 
scope,  power  and 
reliability  created,  in  the 
process,  i he  worlds 
largest  laboratory  for 
computer  research  and 
development. 

And  all  the  sa\  \  \  that 
provided  your  phone 
System  with  Its  vast 
intelligence  and  capabil- 
ity is  now  being  called 
on  in  new  ways. To  build 
computers  that  do  the 
rest  of  the  worlds  work 
with  the  same  reliability 
as  your  phone  system. 

Funny  how  the 
future  seems  to  repeat 
itself. 


1947 
The  Transistor 

The  modern  era  of 
computer  science  and 
technology  began 
when  three  Bell  Labs 
scientists  invented  the 
transistor. Their  work 


launched  the  worlij 
wide  semi-conducil 
industry.  Made  pos| 
ble  the  micro-elec-f 
tronic  devices  that| 
modern  computer*! 
such  versatility  amj 
power.  And,  later,  \  i 
for  them  the  Nobelj 
Prize  in  Physics. 


Today 
^World's  Fastest 
»mal  Processor 

earliest  digital 
i  il  processors 
1>rmeduptoone 
ion  arithmetic 
Jationsper 
( id.  Our  complex 
iocomputer  chips 
i  iay  perform  up 


to  30  million!  This 
means  clearer,  faster 
phone  calls  and  the 
high  resolution  com- 
puter graphics  that 
make  three  dimension- 
al imaging  possible. 


Today 
V     UNIX1  Operating 
System 

Since  1969,  AT&T's 
UNIX  operating  system 
has  been  improving 
computer  use. Today's 
UNIX  System  v  can  run 
hundreds  of  different 
software  programs 
on  main  frame  and 
mini  computers— even 
bring  the  power 
of  UNIX  System  v  to  PC 
users.  Its  flexibility 


and  power  give  people 
greater  freedom  of 
choice  across  computer 
architectures  and 
help  protect  previous 
hardware  investments. 
AT&T's  UNIX  System  v 
has  created  a  common, 
open  standard  which 
is  working  to  unify  the 
computer  industry. 

Today 
The  AT&T  Worldwide 
Intelligent  Network 

Today's  AT&T  network 
is  the  most  sophisti- 
cated information 
processing  system  in 
the  world.  The  world's 
largest  computer 
network.  In  addition 
to  handling  more  than 


75  million  calls  each 
business  day,  it  links 
together  thousands  of 
host  computers,  mini- 
computers, personal 
computers,  word 
processors,  storage 
devices  and  high 
speed  printers  around 
the  world.  To  locate, 
process  and  deliver 
information.  Anywhere 
it's  needed.  In  seconds. 


Tomorrow 
Optical  Computers 

As  today's  computers 
approach  the  limits  of 
their  computing 
speeds,  AT&T  is  looking 
at  computers  in  a  new 
light. The  optical 
computers  of  tomorrow 
will  use  light  beams 
rather  than  electrical 
current  to  process 
information. 
At  speeds  measured  in 
trillionths  of  seconds. 
Up  to  ten  times  faster 
than  today's  fastest 
electronic  computers. 


AT&T 

The  right  choice. 


r 
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The  Drexel  connection? 

John  A.  Mulheren,  that  gun-loving  ar- 
bitrager and  cofounder  of  Jamie  Secu- 
rities, is  confined  to  his  home  in 
Rumson,  N.J.  awaiting  trial  on 
charges  that  he  planned  to  assassinate 
Ivan  Boesky.  But  where  has  Mulher- 
en's  associate,  Israel  Englander,  gone 
now  that  Jamie  has  been  dissolved? 

Englander  has  turned  up  at  the  New 
York  arb  firm  of  Kaufmann,  Alsberg  & 
Co.  The  plot  thickens.  The  Kaufmann 
firm  is  a  subsidiary  of  the  American 
Savings  &  Loan  Association  of  Flori- 
da, recently  bought  by  Kinder-Care 
(Forbes,  May  1&„  the  junk  bond  con- 
glomerate that  runs  a  child-care 
chain.  Kinder-Care,  of  course,  is  a  fa- 
vorite client  of  Drexel  Burnham.  It 
may  be  a  coincidence,  but  it  was  Ja- 
mie's dealings  with  Drexel  client  Ivan 
Boesky  that  got  the  firm  in  trouble. 

Scam  central 

In  Newport  Beach,  Calif.,  an  Orange 
County  town  of  63,000  souls,  it's  not 
just  the  living  that's  easy.  The  swin- 
dling is,  too.  The  place  has  the  dis- 
tinction of  being  the  current  Ameri- 
can capital  of  investment  fraud.  Ac- 
cording to  investigators,  more  than  60 
boiler  rooms  currently  operate  in 
Newport  Beach,  or  about  4  bucket 
shops  per  square  mile.  What  are  they 
pitching?  The  fraud  of  choice  today  is 
something  called  aggregate  ore  con- 
tracts. Put  down  a  mere  $5,000  now, 
and  you  can  take  delivery  of  25 
ounces  of  gold  in  a  year.  Of  course,  the 
company  that  writes  your  contract 
vanishes  long  before  52  weeks  go  by. 
The  aggregate  ore  con  is  incredibly 
lucrative.  State  investigators  recently 
closed  down  a  nearby  boiler  room  that 


Kjl[ili  surkwcalhcl  u*-m  I  iKtti 


".  th*  sarindling  is  easy. 


was  raking  in  $3  million  a  month; 
salesmen  easily  make  $250,000  a  year 
swindling  by  phone.  "It's  the  second 
most  profitable  crime  next  to  dope," 
says  Wesley  Fisk,  an  investigator  in 
California's  securities  enforcement 
office.  We  asked  him  why  swindlers 
like  Newport  Beach.  "It's  a  nice  place 
for  crooks  to  work,"  he  says.  "Plus, 
Newport  Beach  has  a  nice  ring  to  it.  It 
sounds  better  than  Tm  calling  from 
Cleveland.'  "  Newport  Beach  on  the 
line:  Just  say  no. 

If  you  cant  build  it,  buy  it 

Smart  folk  in  London  say  that  British 
acquisitors  have  only  just  begun  snap- 
ping up  U.S. -based  hotel  properties. 
Last  year's  buyouts  of  Hilton  Interna- 
tional and  Intercontinental  Hotels 
seem  to  have  started  a  stampede. 

Rumor  has  it  that  Omni  Hotels,  the 
$400  million  (revenues)  company 
owned  by  Aer  Lingus,  tops  the  target 
list.  Who's  the  potential  buyer?  Brit- 
ain's Trusthouse  Forte,  the  world's 
seventh-largest  hotel  company,  with 
1987  revenues  of  some  $3.4  billion. 
Combining  Omni's  34  hotels  with 
Trusthouse's  14  Viscount  hotels, 
Trusthouse,  it's  said,  hopes  to  com- 
pete in  the  midpnced  U.S.  market 
dominated  by  Holiday  Inns.  Is  the  na- 
tion of  shopkeepers  fast  becoming  a 
nation  of  hoteliers? — Elizabeth  Thagard 

Waiting  for  Warhol 

Press  lord  Samuel  I.  Newhouse  Jr.  al- 
ready owns  a  dozen  magazines,  in- 
cluding the  New  Yorker,  but  he  seems 
to  want  more.  Rumor  is  he's  looking 
at  Ajidy  Warhol's  Interview,  part  of  the 


Warhol  estate.  Too  bad  the  magazir 
wasn't  auctioned  off  with  Warhol 
other  belongings  in  early  May.  Th. 
would  have  made  it  easier  for  Si. 

Bankers'  brawl 

The  war  over  Centerre  Bancorpor 
tion  in  St.  Louis  is  not  your  typic. 
tidy  bank  takeover.  This  here's  a  cla; 
war,  pitting  old  St.  Louis  inside) 
against  upstart  outsiders. 

In  one  corner:  blue  blood  Dona 
Lasater  of  Mercantile  Bancorporatioi 
In  the  other:  Eastern-bred  Dona! 
Brandin  of  Boatmen's  Bancshares.  I 
the  middle?  Centerre.  Six  weeks  ag 
Mercantile 's  Lasater  and  his  chui 
Clarence  (Cedge)  Barksdale  of  Cer 
terre  announced  that  their  bant 
would  merge.  Centerre  shareholdei 
stood  to  receive  1.6  shares  in  the  ne1 
company  for  each  of  their  shares — th 
equivalent  of  $35.60  per  share — at  th 
time  of  the  offer.  It  wasn't  much  of 
deal  for  the  shareholders,  considerin 
Centcrre's  book  value  of  $44. 

Two  weeks  later,  Boatmen's  Bam 
shares  entered  the  ring,  offering  Cer 
terre  shareholders  $50  a  share.  If  yo 
had  to  choose  between  $50  in  bras 
new  money  and  $35.60  in  respectabl 
old  money,  which  would  you  choose 
Dumb  question. 

Early  on  the  bandwagon? 

Was  that  an  endorsement  of  Michat 
Dukakis  we  spied  in  a  recent  issue  c 
Fortune  magazine?  It  seemed  an  aw 
fully  glowing  read  about  Mike  in 
business  magazine,  considering  tha 
his  economic  ideas  are,  to  put  it  pc 
litely,  fuzzy. 
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'Airfreight 


How  to  get  quality  freight  transportation 

at  55  mph  or  550  mph. 


Whether  it's  on  the  ground  or  in  the  air,  CF  gives  its 
customers  a  full  spectrum  of  freight  transportation  services.  Out 
on  the  highway  our  Motor  Freight  division  has  been  making 
on-time  and  efficient  deliveries  for  nearly  seven  decades.  In  fact 
we  were  the  first  truly  nationwide  trucking  company.  While  today, 
the  most  advanced  computer  center  in  the  industry  allows 
us  to  give  our  customers  the  most  cost- efficient  service  possible. 

Meanwhile,  up  in  the  skies,  CF  AirFreight  gives  you 

next-day  delivery  with  our  AM  Service.  From  pick-up  to 

delivery,  CF  AirFreight  serves  you  with  a  network  of  more 

than  110  domestic  terminals  and  Customer  Service  Specialists 

in  every  major  commerce  center.  All  this  is  made  possible 

by  a  company  with  the  financial  strength  and  the  management 

commitment  to  cover  all  bases.  Because  no  matter  what 

the  altitude,  we've  got  the  aptitude. 

COnSOLIDRTED 
FREIGHTWRYS.  mC 


The 


Companq 


Miles  aheaD 


■HH3HH 


eal  the  deal  place, 
warm  and  real  place, 
Campton  Place. 


CAMPTON 
PLACE 


San  Francisco,  at  Union  Square 
(415)  781-5555 
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Readers  Say 


Once  around  the  horn 

Sir:  While  I  am  not  sure  I  want  to  be 
Vice  President  ( Pact and Comment,  Apr. 
18),  I  have  to  admit  to  certain  satisfac- 
tion upon  reading  your  comments. 
— Thomas  11.  Kean 
Governor, 
State  of  New  Jersey 
Trenton,  N.J. 

Sir:  I  am  pleased  that  you  explained 
what  you  meant  by  the  Governor  of 
California's  being  "unaffordable."  I 
knew  you  couldn't  be  referring  to  my 
fiscal  policies.  The  Republican  Party 
is  indeed  fortunate  to  have  so  many 
highly     qualified     candidates     from 
wbich  to  choose. 
— George  Deukme/ian 
Governor. 
State  of  California 
Sacramento,  Calif 

Sir:  Your  editorial  on  vice  presiden- 
tial candidates  concluded  with  a  sur- 
prisingly maladroit  baseball  com- 
ment, "Out  of  left  field  seldom  come 
big  hitters."  Have  you  ever  heard  of 
Ted  Williams,  Carl  Yastrzemski,  Joe 
Medwick  and  many  others? 
— George  s  Goldstein 
Neu  )ork.NY. 

Sir:  [oe  lackson,  Ed  Delahanty  and 
Pete  Browning  played  left  field.  Per- 
haps you  should  spend  a  little  less 
time  in  balloons  and  a  little  more  in 
ball  parks. 
— Karl  M  Touraine 
Wilton,  ( o)/>i 


Punched  out 

Sir:  Re  my  remarks  belittling  Henry 
Kissinger's  accomplishments  and  vir- 
tues   (Fact    and    Comment.    .Xfir     _'5A 
Thank  God  Henry  doesn't  have  the 
right  to  send  me  to  Devil's  Island.  (He 
doesn't,  docs  he?) 
— Arthur  <  tabs  Sulzberger 
Publisher, 
New  York  Times 
Mew  York,  .\  ) 


Vindication 

Sir:  Your  article  "Vindicated"  (Dec 
14,  l')X~)  misrepresented  the  outcome 
of  a  recent  patent  case.  Mr.  Gould's 
patents  have  indeed  earned  him  mon- 
ey, but  the  court  found  that  Gould 
was  only  entitled  to  claims  not  con- 


tained in  Townes   and   Schawlow 

patent.  In  other  words,  both  cour 

clearly  and  unequivocally  reaffirm* 

the  priority  of  Townes  and  Schav 

low's  invention. 

— Arno  Penzias 

Vice  President, 

AT&T  Bell  Laboratories 

Murray  Hill,  N.J. 
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Not  a  pretty  picture 

Sir:  Your  article  "Greed  is  not  just  f< 

profit"  (Apr.  18)  places  art  in  the  sarr. 

category  as  dealing  in  stocks,   so}| 

beans  and  pork  bellies. 

—Joel  II  Frankel 

President. 

Art  and  Antique  Dealers  League 

of  America 
New  York,  NY. 

Sir:  The  insinuations,  invective  an 

innuendo  are  scandalous. 

— Christian  Jussel 

President. 

National  Antique  and  Art  Dealers 

Association  of  America 
New  York,  NY. 

Sir:  Biased  and  defamatory. 

— Anthony  G  Victoria 

President. 

Frederick  P.  Victoria  and  Son 

New  York,  NY. 


Sir:  You  reported  the  most  blatantl 
deceptive  and  self-serving  of  auctio 
house  statistics,  clearly  without  ver 
fication  from  galleries  or  dealers. 
— A/dis  Browne 
Venice.  Calif 

Sir:  You  treat  the  art  and  antique 
dealing  profession  as  populated  by 
group  of  small-time  swindlers. 
— David  Firestone 

President. 

Firestone  and  Parson 

Boston.  MOSS 

Sir:  A  scurrilous  attack  on  an  honoi 

able  profession. 

—Albert  M  Sack 

Vice  /'resident. 

Israel  Sack.  Inc. 

N?w  York,  NY. 

Sir:  The  article  unfairly  profiles  ar 
dealers,  leaving  one  with  the  impres 
sion  that  they  bave  managed  to  legiti 
mize  larceny.  Dealers  play  a  vital  rol< 
in  maintaining  an  orderly  market  fo 
art  works  and,  by  and  large,  enjoy 
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I  cellent    reputations.    I    value    the 

embers  of  the  dealer  community  as 
|  ends,  competitors  and  loyal  clients. 

William  J.  Doyle 

airman, 
■  illiam  Doyle  Galleries 

IV  York,  N.Y. 


ruth  in  advertising 

r:  I  have  a  real  problem  with  Ben 

eberman's  Capital  Markets  column 

\pr,  18).  Our  yield  advertising  for  the 

igh    Yield    Portfolio    of    Vanguard 

xed  Income  Securities  Fund  has  ab- 

ilutely  nothing  whatsoever  to   do 

ith  having  "one  last  fling  under  the 

id  [advertising]  rules."  The  11.63% 

.icome  yield  we  were  then  reporting 

1   the   High   Yield   Bond   Portfolio 

:oved    virtually    identical    to    the 

1.49%  yield  we  would  expect  to  re- 

prt  under  the  new  rules.  However, 

le  financial  analysis  required  to  cal- 

alate  yields  under  the  new  rules  is 

rrprisingly  complex,  and  we  do  not 

itend  to  advertise  yields  under  these 

lies  until  we  have  figures  that  are  in 

unctilious  compliance. 

-John  C.  Bogle 

hairman, 

be  Vanguard  Group 
-illey  Forge,  Pa. 


Oth  century  unlimited 

ir:  When  you  said  reregulating  the 
lilroads  would  be  "a  grievous  mis- 
ike"  (Fact  and  Comment  II,  Apr.  25), 
ou  said  it  all. 
-Robert  D.  Krebs 
\hief  Executive  Officer, 
■mta  Fe  Southern  Pacific  Corp. 
hicago,  III. 

ir:  Thanks  for  your  timely  support 
3r  the  preservation  of  the  Staggers 
lail  Act  of  1979.  This  critical  piece  of 
sgislation  was  one  of  the  pivotal  in- 
redients  in  Conrail's  successful  jour- 
ley  to  profitability. 
-L  Stanley  Crane 
Mef  Executive  Officer, 
^onrail 
'hiladelphia,  Pa. 


rhanks  again 

Iir:  Thanks  for  your  editorials  (Fact 

•nd  Comment,  May  2).  They  are  always 

houghtful. 

-Alan  Greenspan 

Chairman, 

•ederal  Reserve  System 

Vashington,  DC. 
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business  trip  the  same  way; 


They  take  the  day  off" 


i 


INTRODUCING  KLM'S  EXECUTIVE  STAY-ON- 
TH1  .RAM 

hat  business  rrips  have  a  way  of  turning 
s    i're  well  rested. 

common  knowledge  has  given  birth 
ommon  stopover  program. 

i    E  xecut  i\  e  Stay-on-the-Way  Program 
ntary  overnight  stay  in  Amsterdam 
ness  Class  passengers  making  con- 
lestinations  beyond  Holland. 


You'll  be  driven  to  a  first-class  hotel  and  enjoy  superb 
meals,  sightseeing  and  other  touches— all  designed  to  leave 
you  rested,  refreshed  and  ready  to  work  at  your  best. 

After  all,  it's  nor  simply  a  question  of  how  quickly  you 
can  get  down  to  business  in  Europe.  But  how  well  you're 
able  to  conduct  it  once  you  begin. 

To  learn  more,  call  your  travel  agent  or     — +- 


KLM.  The  airline  of  the  seasoned  traveler. 

The  Reliable  Airline  KLM 


Royal  Dutch  Airlines 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHAT  KIND  OF  UPSIDE  DOWN  LOGIC  IS  IT 

that  says  financial  markets  will  be  in  distress  if  the  economy  grows  stronger?, 
Longtime  Forbes  Editor  Dero  Saunders  ("Flashbacks")  says  it  "achieves  the 
level  of  what  philosopher  Jeremy  Bentham  once  called  'nonsense  upon  stilts.'  " 

BUSH'LL  BE  DONE  IN  BT  THOSE  WHO  THINK  HE'S  IN 


Whether  it's  because  they  think  it's  good  PR  posturing 

— far  worse — because  they  think  it's  so,  too  many 
-ound  George  Bush  are  talking  and  acting  as  if  they  think 
is  election  in  November  is  as  certain  as  his  nomination. 

Everyone  with  any  GOP  campaign  responsibilities 
etter  promptly  crank  up  and  work  as  if  it's  uphill  all  the 
'ay  to  Nov.  8.  Because  it  is. 

The  normal  odds  are  against  the  Republican  candidate, 
ad  two  factors  a  bit  beyond  Bush's  control  can  heavily 
lcrease  those  unfavorable  odds — 


First,  turmoil  in  the  economy,  which  fortunately  isn't 
likely. 

Second,  if  Dukakis  can  get  Senator  Nunn  as  his  running 
mate  and  at  the  same  time  keep  Jesse  Jackson  fervently 
campaigning  for  the  ticket  right  up  to  Election  Day.  Unfor- 
tunately for  Bush,  both  are  quite  possible. 

Any  of  those  with  Bush  responsibilities  who  are  so  un- 
canny as  to  think  their  man  is  a  shoo-in  should  be  shooed 
out  before  misplaced  overconfidence  hurts  a  campaign 
that  will  be  tough  every  mile  of  the  way. 


A  $2  BILLION  TO  $5  BILLION  A  YEAR  CONGRESSMAN 


Let  us  pray  that  Texas  Republican  Congressman  Dick 
jtney  successfully  completes  his  inspired  strategy  that 
fould  permit  the  closing  of  unnecessary  and  unwanted 
J.S.  military  bases  heretofore  hallowed  by  po- 

tical  pressures. 

His  plan  calls  for  a  nonpolitical  commis- 
ion  that  would  make  the  selections  indepen- 
ently  of  Congress,  the  incumbent  Adminis- 
ration  and  the  Pentagon.  The  Armey  mea- 
ure  would  waive  several  laws  now  invoked 
o  make  useless-military-installation  closings 
learly  impossible. 

Such  a  panel  would  give  congressmen  and  senators  an 
>ut  with  their  constituents  because  they  could  not  be 
>lamed  for  failing  to  exert  a  pressure  they  no  longer 
>ossessed.  Such  a  panel  would  also  make  it  impossible 


for  an  Administration  to  exert  pressure  on  legislators  by 
threatening  base  closings  in  their  districts. 
The  annual  savings  on  military  spending  from  the 
Armey  plan  is  estimated  to  be  from  $2 
billion  to  $5  billion,  not  to  mention  the 
huge  waste  of  military  talent  taken  up  on 
valueless  installations. 

Along  with  Dick  Armey,  the  two  congres- 
sional committee  chairmen  with  present  ju- 
risdiction of  bases — Texas  Democrat  Jack 
Brooks  and  North  Carolina  Democrat  Walter 
B.  Jones — will  be  enshrined  as  unique  heroes 
on  Capitol  Hill.  By  making  it  possible  for  all  involved  to 
be  off  the  hook  while  saving  countless  Sbillions,  they 
will  have  earned  reelection  this  fall  by  the  widest 
margins  possible. 


THE  STARS  AND  OUR  ALL  STAR  FIRST  LADT 


When  former  White  House  Chief  of  Staff  Don  Regan's 
ass-and-tell  book  of  tattletales  ridiculed  Nancy  Reagan 
or  taking  a  bit  of  stock  in  astrology,  naturally  the  press 
peculated  about  how  much  the  stars  in  the  skies  influ- 
enced the  two  stars  in  the  White  House. 


It's  a  kick  to  find  the  media  in  a  flap  about  astrology 
when  no  end  of  newspapers,  magazines  et  al.  count  on 
their  astrology  columns  and  star-interpreting  columnists 
to  hype  their  circulations. 

Personally,  I  long  ago  ceased  to  read  or  listen  to  Sign  talk 
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because  too  often  this  Leo  would  be  told  it  wasn't  a  good 
time  to  do  or  have  some  good  time  that  I  intended  to  do  or 
have  anyway.  I  just  didn't  want  to  have  some  stargazer  on 
my  conscience  saying,  "I  told  you  so." 

I  might  have  saved  a  million  and  a  quarter  dollars  and 
not  nearly  died  if  I  had  read  the  apropos  astrology  report 
on  Jan.  1,  1975.  At  dawn  we  had  a  near  disaster  trying  to 
take  off  in  a  pressurized  gondola  lifted  by  13  helium 
balloons  to  catch  a  jet-stream  ride  across  America  and 


the   Atlantic   Ocean.    Soon   after   this   widely   repord 
spectacular  failure,  people  were  mailing  us  an  astrcB 
gist's  column  which  had  said,  "Find  cheaper  and  fas 
forms  of  transportation." 

Whether  you  think  there's  something  in  Signs  and  st 
or  not,  we  all  know  that  in  the  White  House  there  are  t 
stars  who  are  mighty  good  for  their  countrymen.  If  tr 
find  astrology  interesting,  they're  just  two  more  amc 
the  millions  of  Americans  who  do  too. 


EVERYBODY'S  FAVORITE  BAD  AD  TURNS  INTO  A  SMASH  HIT 

No  other  single  ciga-     bottle  he's  uncorking. 


rette  ad  that  I  can  re- 
member during  six  de- 
cades of  seeing  them 
has  received  as  much 
free  reproduction  and 
extended  discussion  in 
print  and  on  TV  as  this 
one  shown  at  the  left. 
And  we  have  received 
more  letters  nominat- 
ing this  as  a  "Bad  Ad" 
than  any  other. 
So  htni.  it's  a  winner  Which  was  certainly 

my  first  reaction  In  tact,  I  thought  this  whole  campaign 
was  bizarre  and  we  panned  this  earlier  one  (right)  with  the 
comment:  "As  if  cigarettes  didn't  have  enough  problems, 
here's  an  ad  that  puts  cm  in  the  worst  possible  light.  In 
one  picture  the  lady's  about  to  drip  ash  on  the  kitchen 
counter  it  not  into  the  mixing  bowl;  in  the  other,  the  guy's 
about  to  drop  ashes  either  in  the  simmering  pot  or  the 


BENSON  &  HEDGES 

because  quality  matters. 

I       ; 


The  scenes  shown  re- 
flect the  reverse  of  the 
ad's  tag  line  about 
quality." 

As  a  result  of  all  the 
hoopla,  we've  had  sec- 
ond thoughts  about 
the  topless  message. 
Wouldn't  you  have  to 
conclude  this  adver- 
tisement is  an  unprec- 
edented success? 

Everyone's        talking  Earlier ,  just  a  bad  ad 

about  "the  Benson  &  Hedges  ad."  I'll  wager,  too,  that  tl 
cigarettes'  sales  are  now  climbing.  How  Wells,  Ricl 
Greene  will  follow  up  on  this  lollapalooza  in  this  extracl 
dinary  campaign  will  intrigue  an  enormous  number  if 
people  who  otherwise  would  pay  little  heed. 

It's  the  first  time  I  can  think  of  that  the  same  ad  wil 
both  Worst  and  Best. 


RESTAURANTS 

•  Aquavit  West  54th  St.  (Tel:  307-7311 
ing-new  instant  multistat.  No  restaurant  in  Sweden  is 
better  or  more  genuinely  Swedish.  Its  spectacular  setting 
is  as  soahngly  fresh  as  its  salmon  and  herring,  Arctic 
venison,  Lingonberries  et  al. 

Home  on  the  Range  135  Third  Ave  ,  between  14th 
and  15th  Streets  I  Tel:  995-2933).  In  this  unlikely  location, 
a  big,  sparkling,  lively,  fiesta-ish,  Icx-Mcx,  rihs-'n'-chick- 
en  place  has  been  horn.  The  cheerful  atmosphere  provides 
more  tun  than  the  food. 

rDieci     1568A   First   Ave.    near   Blst   St.   (Tel:   628- 
6565)     is  closer  to  a  ten-strike  than  the  rest  of  New  York's 
:  ol  Italian  restaurants.  Well  worth  the  trip  up. 

•  Acme  Bar*  Grill-  "Great  (ones  St.  (Tel:  420-1934). 
Wrn  eminent  CEO  Donald  Davis  ol  The  Stanley 

i  II  remember  we  talked  about  crab  cakes  and 

Li  it  Commission  at  GM's  spectacular 

I  hetx  st  cakes  are  at  Acme  Bar  &  Grill,  one  of 

rite  New  >  ork  restaurants."  It  takes  a  knowl- 


GO,  ,  STOP 

A  spank-     edgeable  cab  driver  to  find  the  place,  though  it's  just  c. 
lower  Broadway  and  one  block  south  of  4th  Street.  Acmct 
an  unlikely  restaurant  for  the  suited,  but  for  dishes  diftere 
and  delicious  and  inordinately  inexpensive,  don't  miss  it 

•  Bukhara  148  East  48th  St.  (Tel:  838-1811).  Ti: 
setting's  stunning  but  the  dishes  are  searing  in  this  newc: 
Indian  restaurant,  which  features  "Frontier  ci^ 
sine"  from  the  Pathan/North-Wcst  region.  The  skewen 
meats  and  vegetables,  earth-oven  cooked  and  basted 
strange  marinades,  will  curl  your  taste  buds.  Ditto  tl 
eight  assorted  breads.  Even  the  indifferent  service  doesrj 
give  your  mouth  time  to  cool  down. 

•  Huberts— 575  Park  Ave.,  at  63rd  St.  (Tel:  826-591.1 
A  totally  delightful,  strong  Three-Star  possibility.  In  I 
high-ceihnged,  spaciously  airy,  subtly  Japanese  setting,  I 
experienced,  hardworking  chef-husband/wife  team  tun 
out  a  palate-appealing  cuisine  of  blended  regional  Amer 
can,  Oriental  and  Continental.  The  desserts  are  unmitiga 
ed  triumphs. 
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A  GREAT  CORPORATION  IS  ONLY  SO  IF  ITS  CEO  IS 


Too  many  who  should  know  better  think  that  great 
corporations  like  the  likes  of  GE,  IBM,  AT&T  et  al.  are 
impersonal,  everlasting  entities  in,  as  and  of  themselves. 

Of  course,  nothing  could  be  further  from  reality. 

This  "Boss"  issue  in  a  most  concentrated  way  reflects 
'the  editorial  philosophy  that  has  singularly  distinguished 
the  Forbes  approach  to  evaluating  companies  for  70  years: 
A  corporation's  present  and  prospects  are  only  as  good  as 
its  CEO.  If  the  Boss  is  a  bomb  and  permitted  to  be  too  long, 
any  corporation,  no  matter  how  big,  is  in  trouble.  If  a  board 


can't  find  soon  enough  the  right  man  to  right  it,  the 
company's  doomed  to  extinction,  either  by  death  or 
through  absorption  by  another. 

As  a  result  of  seven  decades'  work  by  editors  who  must 
themselves  be  abler  than  most,  Forbes  has  honed  its 
ability  to  calculate  the  capabilities  of  chief  executives. 

To  assess  in  tangible  ways  the  intangible — the  charac- 
ter, vision  and  capacity  of  the  man  at  the  helm — is  what 
Forbes  undertakes  to  do  every  issue. 

Measure  the  "Boss"  and  you've  a  bead  on  his  company. 


SHOULD  THIS  MAKE  US  FEEL  BETTER  OR  WORSE? 


Until  some  fossils  were  recently  found  in  an  Israeli  cave, 
those  into  such  things  used  to  think  we  "anatomically 
modem  humans"  were  a  mere  35,000  to  40,000  years  old. 

But  this  latest  find  reliably  establishes  we're  some 
92,000  years  old. 

The  impact  of  this  reminds  me  of  the  professor  who,  in 

IF  TOU  CAN'T  GET 

the  hang  of  it,  forget  it. 


the  course  of  giving  his  lecture,  declared  that  the  world 
would  certainly  perish  in  7  billion  years. 

One  agitated  student  rose  to  his  feet  and  asked  the 
lecturer  to  repeat  what  he  had  just  said.  When  the  profes- 
sor complied,  the  student  heaved  an  audible  sigh  of  relief, 
exclaiming,  "Phew!  I  thought  you  said  7  million  years." 

HANGING  IN  THERE  IS  GREAT 

Hanging  out  is  a  waste. 


BOOKS 


The  Closing  of  the  American 
Mind — by  Allan  Bloom  (Simon  &. 
Schuster,  $18.95).  This  dirgeful  diag- 
nosis of  the  education  provided 
Americans  today  has  been  the  sub- 
ject of  extraordinary  paeans  and  pain. 
Right  and  Left  have  grabbed  it  up. 
Glooming  Bloom  makes  a  real  case 
for  his  depression,  but  I  believe  the  quality  of  U.S. 
education  simply  has  been  in  a  recession,  and  that  we're 
climbing  out,  not  further  in. 

Excerpts:  Nietzsche  held  that  inequality  among  men  is 
proved  by  the  fact  that  there  is  no  common  experience 
accessible  in  principle  to  all.  The  rarest  of  men  is  the 
creator,  and  all  other  men  need  and  follow  him.  Authen- 
tic values  are  those  by  which  a  life  can  be  lived,  which  can 
form  a  people  that  produces  great  deeds  and  thoughts. 
Moses,  Jesus,  Homer,  Buddha:  these  are  the  creators,  the 
men  who  formed  horizons,  the  founders  of  fewish,  Chris- 
tian, Greek  and  Indian  culture.  It  is  not  the  truth  of  their 
thought  that  distinguished  them,  but  its  capacity  to  gen- 
erate culture.  A  value  is  only  a  value  if  it  is  life-preserving 
and  life-enhancing.  .  .  .  There  is  one  simple  rule  for  the 
university's  activity:  it  need  not  concern  itself  with  pro- 
viding its  students  with  experiences  that  are  available  in 
democratic  society.  They  will  have  them  in  any  event.  It 
must  provide  them  with  experiences  they  cannot  have 
there.  .  .  .  Teachers  of  writing  in  state  universities,  among 
the  noblest  and  most  despised  laborers  in  the  academy, 
have  told  me  that  they  cannot  teach  writing  to  students 
who  do  not  read,  and  that  it  is  practically  impossible  to 
get  them  to  read,  let  alone  like  it.  This  is  where  high 
schools  have  failed  most. 


/&== 


The  Houh  of  Special  Purpose 

fix  Inhmatt  Vortmtofthe Last  T)aai 
oftiu  Jiuan  ImpmalFimily 


The  House  of  Special  Pur- 
pose— compiled  by  J.C.  Trewin 
(Stein  &.  Day,  Scarborough 
House,  Briarcliff  Manor,  N.Y. 
10510,  $8.95).  This  account  of 
the  last  days  of  the  Romanovs  is 
from  the  papers  of  the  Tsare- 
vich's  English  tutor.  Some  of  the 
photos  are  fascinating,  but  there's  little  new  and  nothing 
very  discerning  about  the  views  of  this  stuffy  teacher.  It's 
another  reason  to  pity  the  last  Imperial  Russian  children. 
Excerpt:  After  the  murders  [of  the  Imperial  Familyl,  and 
the  Bolsheviks'  retreat  from  Ekaterinburg,  peasants  of  a 
tiny  village,  Koptyaki,  seeking  to  know  what  Red  soldiers 
had  been  doing  in  the  birch  woods  and  why  no  one  was 
permitted  to  enter,  had  found,  close  to  a  shaft,  the  rem- 
nants of  a  large  bonfire.  Such  things  were  scattered  about  as 
corset  whalebones,  braces  buckles,  slippers,  dress  fasten- 
ers, and  a  cross  (the  ex-Empress's  emerald  pectoral  cross). 

After  several  months,  a  difficult  gap,  it  took  the  deduc- 
tive and  scientific  skills  of  Sokolov  to  reconstruct  the 
posthumous  fate  of  the  Imperial  Family  of  Russia.  To  this 
obscure  loneliness  the  bodies  had  been  borne  through  the 
dark;  there,  upon  the  clay  area  by  the  mine,  they  had  been 
stripped,  ruthlessly  dissected,  consumed  by  bonfires — one 
by  the  shaft,  onenear abirch  tree — and  then  dissolved  with 
sulphuric  acid.  Cinders  and  objects  that  remained  un- 
burned  were  thrown  into  the  mine.  Ice  at  the  foot  of  the 
shaft  had  been  smashed-,  when  everything  had  sunk  to  the 
bottom  of  the  water  a  false  floor  was  let  down  and 
anchored.  It  was  directly  under  the  floor  that  Sokolov's 
searchers  found  the  corpse  of  a  small  dog  preserved  by  the 
ice,  its  right  front  paw  broken  and  a  hole  in  its  skull. 
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TrueService 
Unheard  But  1 


\t  I  bur  Seasons,  we  take  pride  in  anticipating  mornings  delivery  at  market.  But  you  will  c  I 

y<  >i  ir  wishes.  And  being  noticeably  inconspicuous  the  cool,  sweet  ripeness  of  the  melon  he  seld 

1  5  them.  Our  staff  would  be  disappointed  shoukfc 

lple,  it  s  unlikely  that  youll  spot  our  spy  them  silently  spiriting  away  your  shoes  f  f 

( i  arising  before  dawn  to  sample  the  polishing.  But  come  morning,  you'll  find  thy 

S:  Austin  I  bkago(TbtRitz-Carltw),  Chicago  (opens  1989).  Houston  (Center),  Houston  (bm  on  the  Park),  Los  Angeles,  New  York  (Tmf 

I 'month,  Park).  Vancoutvr  UNITED  KINGDOM.  Londoni  Inn  on  th, Pari \).  RESORTS:  Dallas  <  Us  Coltnas),  Maut (Watlea.  optM 


PnseenAnd 
verliinoticed. 


ppeared  at  your  door  with  a  gleaming  shine.  So,  on  your  next  journey  away  from  home,  be 

And  if,  when  you  send  your  business  clothing    our  guest  at  a  Four  Seasons  Hotel.We  think  there's 
an  overnight  pressing,  we  should  discover         *  one  thing  you'll  be  sure  to  notice.  The  difference, 
re's  a  button  amiss  or  a  bit  of  stitching  undone,  «|r 
will  repair  and  return  it  to  you,  good  as  new.     "W  FOlir  SeaSOnS  Hotels  and  ReSOltS 

w/  Beach  California,  Philadelphia ,  San  Francisco,  Seattle,  Washington  D.C.  CANADA :  Edmonton ,  M on t real  ( Le  Qitatre  Saisons ) ,  Ottawa ,  Toronto  ( Yorki 'il/t ) , 
i  Barbara  (The  Biltmore).  Canada  (Minaki  Lodge,  Northern  Ontario) .  For  reservations  in  the  U.S.  call  (800)  332-3442;  in  Canada  call  (800)  268-  6282. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Age  &  Yogurt 

Of  all  the  people  that  ever  turned  65 
in  the  U.S.,  half  of  them  are  still  alive. 
We  expect  by  the  year  2020  we  will 
have  100,000  people  who  are  100  years 
old.  Economists  and  social  and  health 
planners  say  we're  going  to  be  loaded  by 
this  tremendous  debt  of  old  people.  But 
the  other  side  of  the  coin  is  that  these 
old  people  are  going  to  be  healthier.  The 
next  generation's  elderly  are  the  jog- 
gers, swimmers,  dieters,  and  low-cho- 
lesterol people.  They're  the  ones  that 
have  yogurt  and  salads  for  lunch. 
— Surgeon  General  C.  Everett  Koop, 

in  M 

Too  Sure  To  Win 

By  1948  Democratic  leaders  were 
casting  about  for  someone  other  than 
Harry  Truman  to  run  for  President, 
while  the  Republicans  were  looking 
forward  confidently  to  taking  over  the 
White  House.  Even  Truman's  moth- 
er-in-law thought  it  was  a  waste  of 
time  for  Harry  to  seek  reelection. 
"The  Democratic  Party  might  as  well 
immediately  concede  the  election  to 
[Gov.  Thomas  E.]  Dewey,"  said  the 
New  York  Post,  "and  save  the  wear 
and  tear  of  campaigning  " 

Truman's  spunk  was  aroused.  He 
was  absolutely  certain  he  could  win. 
But  DO  one  believed  him.  Reporters 
"laughed  hysterically"  when  he  an- 
nounced he  would  sweep  the  nation. 

On  election  night  the  first  scattered 
returns  showed  Truman  leading. 
About  midnight  radio  commentator 
H.V.  Kaltenborn  announced  over  the 
air:  "Mr.  Truman  is  still  ahead  but 
these  are  returns  from  a  few  cities 


When  the  returns  come  in  from  the 
country  the  result  will  show  Dewey 
winning  overwhelmingly."  At  4  a.m. 
Truman  was  over  2  million  votes 
ahead.  Dewey  finally  conceded  at 
11:14  a.m.  Stunned  by  his  defeat, 
Dewey  later  said  he  felt  like  the  man 
who  woke  up  to  find  himself  inside  a 
coffin  with  a  lily  in  his  hand  and 
thought:  "If  I'm  alive,  what  am  I  doing 
here?  And  if  I'm  dead,  why  do  I  have 
to  go  to  the  bathroom?" 

— Presidential  Anecdotes, 
by  Paul  F.  Boiler  Jr. 

This  Is  Security? 

The  locked  steel  door  at  Washing- 
ton's National  Airport  bears  a  bright 
red  sign  with  a  stern  warning:  display 

OF  l'ROI'ER  IDENTIFICATION  IS  RE- 
OUIRED  TO  ENTER  THIS  AREA.  And  With 

good  reason.  The  door  leads  to  the 
tarmac,  where  planes  load  and  refuel, 
and  to  stairways  that  bypass  passen- 
ger-screening checkpoints.  Getting 
through  that  door  without  a  key  or  an 
airport  ID  should  be  impossible.  But 
as  a  plainclothes  special  agent  for  the 
Federal  Aviation  Administration  dis- 
covered recently,  it  couldn't  be  easier. 
The  agent  asked  a  worker  coming  out 
to  hold  the  door,  and  the  man  happily 
complied.  "Did  you  see  that?"  ex- 
claimed the  agent.  "That  was  an  air- 
port security  guard." 

— U.S.  News  es)  World  Report 

Blacks  Unaware 

Black  people  spend  $220  billion  in 
the  U.S.  every  year.  There  should  be 
no  excuse  why  we  can't  finance  our 


'\ 


|  AIYKA'S    P/N£R    1 

-L-A.-L1 


< 


03    _ 

*£ 

QP 


own  films.  Black  people  have  bee 
just  consumers.  Koreans  can  be  her 
for  one  year,  two  years,  and  they  ow: 
every  fruit  and  vegetable  stand  i 
New  York  City.  It's  all  families.  It's 
unit.  What  I  feel  is  a  lack  of  unit 
among  black  people  today.  A  lot  ha 
to  do  with  racism.  When  you're  op 
pressed  you  start  to  hate  yourself.  W 
need  to  let  people  know  this  lack  c 
unity  is  something  that  needs  to  b 
fixed.  I  don't  think  some  of  our  peopl 
are  even  aware  of  the  clout  they  have 
— black  filmmaker  Spike  Lee,  Lif 
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The  moneymaker  is  not  the 
most  appetizing  personal- 
ity, but  he  is  far  preferable 
to  the  intellectual  phony. 

— The  Closing  of  the  American  Mini 
by  Allan  Blooti 
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Canal  Deal 

It  has  been  suggested  that  the  U.S.'! 
problems  with  General  Noriega  hav< 
less  to  do  with  his  drug  dealing  thai 
with  his  increasingly  close  relationi 
ship  with  Fidel  Castro,  but  this  is  «j 
distinction  without  a  difference.  Th( 
alliance  between  the  drug  cartel  anc 
the  Castroite  guerrillas  in  Colombia 
as  well  as  the  Nicaraguan  Sandinistas 
is  well  established. 

The  real  lesson  the  U.S.  needs  tc 
learn  is  that  no  matter  whom  it  deal; 
with,  it  has  to  worry  less  about  if 
popularity  and  more  about  U.S.  nation 
al  security.  The  two  are  not  the  same 

Had  U.S.  negotiators  insisted  on  i\ 
tougher  treaty  when  they  were  in 
position  to  do  so,  critics  at  home  anc 
abroad  would  have  called  the  U.S.  an 
imperial  bully.  Some  Panamanian  pol 
mcians  would  have  reveled  in  theii 
victimhood.  But  we  would  not  now 
face  the  unacceptable  prospect  of  turn 
ing  the  Canal  over  to  an  alleged  mur- 
derer and  drug  dealer  who  shows  every 
intention  of  becoming  a  Cuban  ally. 

— Mary  and  Herbert  Knapp, 
authors  of  Red,  White  and  Blue  Para 

dise:  The  American  Canal  Zone  in 

Panama,  in  the  Wall  Street  Journal 

No  Rebel  Tell 

Asked  to  give  the  Rebel  yell  at  a 

United  Daughters  of  the  Confederacy 

luncheon,  an  elderly  Rebel  demurs, 

explaining  that  it  is  "worse  than  folly 

to  try  to  imitate  it  with  a  stomach  full 

of  food  and  a  mouth  full  of  false  teeth." 

— Geoffrey  C.  Ward,  from 

Shelby  Foote's  Civil  War  trilogy, 

American  Heritage 
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The  Patek  Philippe  self- 
winding perpetual 
calendar  watch.  Possibly 
the  most  sophisticated 
mechanical  wrist-watch  in 
the  world. 

It  not  only  tells  you  the 
time,  day,  date,  month  and 
phase  of  the  moon, 
it  automatically  indicates 
February  29  every  leap 
year.  There  are  even  two 
dials  that  show  the  state 
of  leap-year  and  AM/PM. 
What's  more,  it  is  the  first 
such  "complicated"  wrist- 
watch  with  four  correctors 
which  allow  you  to  rapidly 
adjust,  individually,  the 
four  major  functions  of  the 
calendar.  Not  surprising, 
since  Patek  Philippe  made 
the  first  perpetual  calendar 
wrist-watch  in  1925,  and 
the  first  self-winding  ver- 
sion in  1963. 

Equally  impressive  is  that 
the  ultra-slim  self-winding 
27  jewel  movement  of 
this  watch  is  entirely  me- 
chanical. Every  precise 
operation  is  the  result  of 
over  500  pieces  working 
smoothly  together.  Each 
movement  is  entirely 
hand-finished  and  hand- 


assembled  and  then  sub- 
jected to  600  hours  of 
stringent  testing. 
This  timepiece  is  the  pride 
of  Patek  Philippe.  It  will  be 
the  pride  of  anyone  who 
owns  one,  for  it  not  only 
tells  you  the  time,  it  tells 
you  something  about 
yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1988. 

please  send  $3  -or  for  a  brochure  of  current  styles  write  to: 

Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629-  F,  New  York,  NY  10020 
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Does  the  paperless  office  have  any  limits? 


The  electronic  technology  behind 
the  paperless  office  seems  to  make 
its  future  possibilities  almost  limit 
less.  Today,  however,  electronic  tech 
nology  is  generating  more  paper 
than  ever  before.  And  the  task  is  to 
manage  business  information  with 
maximum  efficiencj  and  cost 
effectiveness. 

Helping  business  do  this  has  been 
a  Moore  mission  for  over  100  years. 
As  the  world's  leading  designer  and 
manufacturer  of  business  forms  and 
systems,  Moore  is  uniquely  qualified 
in  bei  ome  your  partner  in  business 
information  management 

We  already  have  successful  part 
tiering  relationships  with  some  of 

® 


Moore 


the  world's  largest,  most  successful 
companies.  We  bring  to  these  part- 
nerships quality  products,  a  high 
level  of  service  and  advanced  infor- 
mation technology. 

\s  your  partner,  Moore  can  help 
your  company  reduce  costs  by 
increasing  productivity  withoul 
additional  people  or  capital  invest- 
ment. And  you  can  concentrate  your 
time  and  resources  fully  on  manag- 
ing your  own  business. 

As  long  as  your  business  depends 
on  information,  you  can  depend  on 
Moore  to  help  you  manage  it— with 
paper1,  \\  ith  electronic  technology 
and  with  unlimited  imagination.  Tall 
Moore  at  1  SOU  447  3000,  ext,  7200. 


BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1l!u-">  Milwaukee  Avenue 
Olenview,IL600 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HOW  TO  SAVE  OUR  SCHOOLS 


One  of  the  chief  flaws  of  the  American  public  education 
ystem  on  the  primary  and  secondary  levels  today  is  that 
oo  often  people  in  authority  are  not  held  accountable  for 
he  performance  of  their  students.  Management  makes  the 
iltimate  difference  in  the  success  or  failure  of  a  business, 
lie  same  is  true  in  education. 

One  example  of  how  it  should  be  done  is 
District  13  in  the  depressed  Bedford-Stuyve- 
ant  section  of  Brooklyn.  Enrollment  is  almost 
ntirely  of  minority  students.  When  Dr.  Te- 
ome  Harris  took  over  in  1974  as  superinten- 
lent,  pupil  performance  on  achievement  tests 
vas  poor,  around  the  20th  percentile  nation- 
vide.  Today,  the  students  are  scoring  above 
he  national  average.  Regrettably  for  District 
3,  Harris  will  be  leaving  to  become  superintendent  of 
Atlanta  schools  in  August. 

On  local  TV  recently,  Harris  explained  his  philosophy, 
me  that  other  educational  authorities  would  do  well  to 
mulate.  "We  try  to  have  high  expectations.  If  some  teach- 
:rs  don't  want  to  [meet  them],  they'll  try  to  find  some  other 
)laces  where  they  can  work  with  a  little  more  leisure." 

How  did  he  assess  an  effective  teacher?  Simple.  "By 


Harris  has  little  tolerance  for  those  who  say  that  students' 
poor  backgrounds  make  it  impossible  for  schools  to  do  a 
better  job.  "There  is  a  willingness  of  people  in  New  York 
and  other  places  to  think  that  the  schools  cannot  overcome 
the  culture  of  the  home  and  the  environment.  I  don't  believe 
that.  The  school  is  the  strongest  force  on  a  kid. 
We  have  a  child  for  6  hours  and  40  minutes.  We 
have  him  without  his  mother,  without  junkies, 
without  the  neighborhood.  We  have  him  in  an 
ideal  situation  and  we  can  do  something  and 
we've  proven  that  at  District  13." 

The  reaction  of  New  York's  Board  of  Educa- 
tion to  District  13's  phenomenal  results  is  all 
too  typical  of  too  many  school  systems  today: 
indifference  or  outright  hostility.  "We  came 


what  happens  to  the  students.  There  is  a  direct  relation 
ihip  between  how  well  the  students  do,  as  to  how  well  the 
.:eacher  is  doing,  as  to  how  well  the  principal  is  doing." 


Harris:  superb  educator 

from  the  bottom  and  the  sin  is  that  nobody  [at  the  Board  of 
Education]  knows  why." 

Harris'  situation  is  not  unique.  Eileen  Petruzillo,  cited 
by  Secretary  of  Education  William  Bennett  for  her  incredi- 
ble results  at  a  New  York  high  school,  is  leaving  to  become 
a  principal  at  a  suburban  Connecticut  high  school.  The 
New  York  Times  reported:  "Mrs.  Petruzillo,  who  has  been 
credited  with  curbing  violence  at  Park  West  and  improv- 
ing the  school's  academic  standing,  said  she  was  leaving 
because  of  what  she  felt  was  shabby  treatment  by  the 
Board  of  Education.  She  was  demoted  last  year.  ..." 


HOW  TO  SOAK  THE  RICH 


Lower  their  income  tax  rates. 

A  recent  Treasury  Department  report  shows  that  high- 
income  taxpayers  have  been  paying  a  growing  share  of 
federal  income  taxes.  In  1981,  before  the  Reagan  tax  cuts, 
the  top  1%  of  income  earners  kicked  in  18%  of  all  federal 
income  tax  receipts.  In  1986  the  number  rose  to  26%. 
Between  1981  and  1986  income  tax  revenues  grew  around 
22%;  levies  from  the  "rich"  went  up  almost  90%. 

The  United  Kingdom  has  experienced  the  same  phe- 
nomenon. Since  Mrs.  Thatcher  took  office  and  eased  Brit- 
ain's draconian  tax  laws,  the  rich  have  not  only  been 
paying  more  but  also  kicking  in  a  higher  proportion  of  the 
levies  collected. 


Lower  rates  take  away  the  incentive  to  shelter  money 
from  the  tax  collector.  Even  if  incomes  don't  really  go  up, 
reported  incomes  do.  In  addition,  because  of  economic 
growth  ushered  in  by  these  better  incentives,  there  are 
millions  of  people  whose  incomes  have  gone  up  substantial- 
ly, thereby  catapulting  them  into  a  higher  tax  bracket.  The 
number  of  those  making  more  than  $100,000  grew  63% 
since  1981.  The  per  capita  disposable  income  rose  from 
$9,700  in  1982  to  $13,000  in  1987.  Neither  the  rich  nor  the 
poor  are  a  static  group.  We  are  a  dynamic,  mobile  society. 

Another  benefit  from  more  realistic  tax  rates  is  that 
money  is  invested  on  a  healthier  basis,  that  is,  on  potential 
return,  instead  of  merely  trying  to  avoid  the  tax  collector. 
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i  Is  you  immediately  that  this  is  no 
,  ,agon.  A  sleek,  aerodynamic  design 
ir  ahead  of  the  traditional,  boxy  wagon 
ij  (    One  drive  only  confirms  this  impres- 
sion. As  you'll  find,  it's  as  much  a  pleasure  to 
drive  as  an  advanced,  high-tech  sedan.  Maybe 
that's  why  Taurus  is  America's  best-selling 
wagon,  based  on  1987  model  year  registrations. 


What  makes  Taurus  wagon  so  different? 
start,  it  shares  a  great  deal  of  the  innovative) 
engineering  that  made  Taurus  sedan  a  desi 
leader.  But  the  wagon  was  also  given  its  ow 
unique  design  elements  tailored  to  meet  thj 
demands  made  on  a  wagon. 

For  example,  the  wagon  is  equipped  wit  I 
specially  designed  independent  rear  suspen 
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ii  h  enables  it  to  respond  nimbly  when 
t  ing  the  kind  of  loads  a  wagon  is  expected 
c  ry.  Yet  this  same  suspension  allows 
u  is  to  perform  just  as  capably  unloaded. 
'  lis  sort  of  attention  to  design  is  what  has 
1  )  many  people  to  choose  Taurus  as  the 
I  n  they  like  to  drive,  even  when  there's 
ng  to  carry. 


For  more  information  on  Ford's  award- 
winning  Taurus,  call  1-800-622-4511, 9  am  to 
9  pm  EST. 

Buy  or  lease  a  Taurus  Wagon  at  your  Ford 
Dealer. 

Ford  Taurus  Wagon. 


jnerica's  best-selling  wagon. 
Probably  because  it  doesn't 
ook  or  drive  like  one. 


Have  you  driven  a  Ford... lately?    ^uprct 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Too  many  goodies 
for  the  bill 
not  to  pass 


Stand  by  for 

congressional 

maneuvers 


Stop  beefing — 
go  suck  a  lemon 
or  a  woolly  apple 


THERE  WILL  BE  A  TRADE  BILL 

Ritual  dancing  around  the  trade  bill  begins  any  day,  as  the 
Senate  finalizes  it,  sends  it  to  the  White  House  and  President  Reagan 
vetoes  it  because  of  the  objectionable  plant-closing  feature. 

But  it's  a  fair  bet  that,  eventually,  a  trade  bill  will  pass  this  year. 
There's  too  much  in  it  for  all  concerned — White  House,  Capitol  Hill, 
corporations,  labor — to  see  it  disappear,  especially  in  an  election  year. 

Big  oil  pants  for  the  repeal  of  the  windfall  profits  tax.  High-tech 
companies  want  better  patent  protection  (called  intellectual  property 
rights).  Exporters  want  the  Foreign  Corrupt  Practices  Act  clarified,  so 
it's  clearer  when  a  bribe  is  a  bribe.  All  these  goodies  are  in  the  bill. 

Dozens  of  provisions  affect  individual  companies — extending  duty- 
free imports  of  chemicals,  bicycle  parts  and  frozen  cranberries.  Along 
with  many  others,  they're  in  the  bill. 

The  bill  also  makes  it  tough  for  the  President  to  use  foreign  policy  as  a 
reason  for  not  imposing  import  protection  to  help  U.S.  companies. 

Each  provision  brings  votes  and  PAC  money  to  politicians  and  fame 
and  glory  to  lobbyists — provided  the  bill  passes.  So,  since  there's  a  big 
barrier  to  passage,  expect  elimination  of  the  plant-closing  provision. 

That  provision  sounds  innocent,  giving  workers  in  small  companies 
(over  100  employees)  what  those  working  for  most  big  companies 
already  get,  60  days'  warning  that  their  jobs  are  to  go. 

But  it  could  open  a  can  of  worms  of  government  interference  in 
business — parental  leave,  mandatory  health  care  and  required  warn- 
ings about  potential  occupational  health  hazards. 

Watch,  too,  for  political  deals  affecting  Alaskan  oil.  The  bill  would 
limit  exports  of  petroleum  products  from  new  Alaskan  refineries  or 
export  of  crude  except  via  the  lower  48  states,  to  aid  U.S.  maritime 
interests  (since  that  would  require  using  high-cost  Jones  Act  ships). 
The  House  wanted  to  drop  these  provisions,  to  get  Alaska's  senators  to 
vote  against  a  veto,  but  Senator  Robert  Dole  rejected  the  maneuver. 

Agriculture,  the  hottest  potato  of  all  in  the  trade  field,  is  not 
tackled  seriously  in  this  bill.  Industrial  countries'  farm  subsidies  now 
total  over  $100  billion  a  year.  No  major  country  is  without  sin. 

The  U.S.  has  lost  patience  with  Japan's  refusal  to  open  up  to  low-cost 
U.S.  imports  of  beef  and  citrus  and  has  asked  GATT  to  adjudicate.  The 
Japanese  government  will  lose. 

The  U.S.  still  subsidizes  farmers  heavily,  but  by  "buying  out"  surplus 
production,  especially  in  the  dairy  area,  its  total  subsidy  is  down  from  a 
peak  of  $26  billion  in  1986  to  under  $20  billion  this  year. 

Booby  prize  goes  to  the  French,  who  persuaded  the  European  Commu- 
nity to  impose  quotas  to  limit  imports  of  apples  from  South  Africa, 
New  Zealand,  Chile  and  others,  to  550,000  metric  tons.  Reason: 
French  warehouses  are  stuffed  with  last  year's  Golden  Delicious  apples 
that  must  by  now  taste  like  cotton,  fit  only  for  pig  feed. 
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The  Forbes  Index 
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Walking  softly.  Starting  off  the  second  quarter,  the  Forbes 
Index  stands  just  0.2%  above  its  year-end- 1987  level.  But 
with  six  of  eight  components  showing  improvement  since 
1987,  the  index  reflects  an  economy  that  still  has  room  for 
growth.  New  unemployment  claims  have  declined  for 
two  straight  months,  while  the  unemployment  rate  for 
April,  5.4%,  is  the  lowest  since  1974. 


Manufacturers'  inventories  have  climbed  for  nine 
months  in  a  row,  but  orders  for  manufactured  goods 
remain  healthy.  March  orders  of  $1 15.5  billion  are  second 
only  to  last  December's  $115.6  billion  record.  Less  com^ 
forting  is  the  fact  that  consumer  installment  credit,  up 
0.7%  in  March,  continues  to  rise  faster  than  persona 
income. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  fan  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventones,  total  retail  salts, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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Barehanded,  Hercules  made 
short  work  of  the  Lion  of 
Nemea.  He  even  got  a  trophy 
out  of  the  deal — a  lion  skin 
for  his  back. 

For  modem  management,  how- 
ever, the  best  way  to  keep  the 
animals  of  Wall  Street  off  your 
back  is  by  raising  productivity 

That's  where  we  come  in. 

We've  enhanced  productivity 
for  half  the  top  1000  companies 
in  America.  In  addition,  we've 
worked  in  25  countries  over- 
seas. And  we  don't  just  improve 
profits.  We  also  improve  quality. 

On  average,  our  clients 
realize  a  400%  return  on  their 
investment  in  the  first  year  after 
installation. 

We  not  only  create  productivity 
plans.  We  install  them.  We  actually 
put  in  the  systems,  fine-tune  them, 
even  train  your  employees. 

We  recently  installed  pro- 
grams in  a  large  service  com- 
pany's finance,  administrative, 
and  clerical  areas,  reducing 
over  30%  of  the  workload  by 
eliminating  duplication  and  a 
re -layout  of  facilities,  equip- 
ment, and  methods.  Results:  a 
streamlined  operation,  reduced 
costs  and  backlog,  enhanced 
quality  and  service. 


Alexander  Proudfooi 

The  Power  of  Productivity 


If  you  like  those  numbers  write, 
or  call  this  number 

800-843-4877 

And  we'll  send  you  our  brochure, 
Productivity:  Myths  and  Reality 


Name 

Company 

Tide 

Address 

City 

State 

Zip 

ounded  1946  Executive  offices:  249  Royal  Palm  Way,  Palm  Beach,  FL,  33480.  Operating  in  the  United  States,  Canada,  Mexico.  Brazil.    I      phone 
Great  Britain.  France,  Federal  Republic  of  Germany,  Italy,  Spain,  Portugal,  Sweden,  Denmark,  Ireland,  Luxembourg,  The  Netherlands.  Alexander  Proudibot,  Executive  offices: 

Belgium,  Australia,  Hong  Kong,  Malaysia.  Singapore,  and  soon  in  Taiwan  and  Thailand  In  Florida  or  Canada,  call  407-655-9300  249  Royal  Palm  Way,  Palm  Beach,  FL,  33480 


e  believe  in  nurturing  assets, 
Not  squeezing  them  dry. 
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ayer  USA  is  a  management  holding  company  that 
believes  giving  support  should  be  more  than  an  empty 
(gesture.  And  so,  together  with  our  international  parent 
company,  Bayer  AG,  West  Germany,  we're  putting 
tremendous  resources  in  the  hands  of  our  operating  companies. 
It  all  begins  with  an  extraordinary  commitment  to  research 
and  development.  Last  year  alone,  $200  million  was  invested  to 
create  new  technologies  and  new  products.  And  that  was  only 
nationally.  Worldwide,  the  budget  was  over  a  billion.  The  results 
of  which  are  shared  across  the  globe. 

And  this  integration  of  resources  doesn't  stop  with 
research.  But  extends,  with  a  unique  exchange  of  strategies,  to 
every  segment  of  our  business.  From  Mobay  in  chemicals  and 
polymers  to  Miles  in  health  and  life  sciences  to  Agfa-Gevaert 
and  Compugraphic  in  imaging  and  graphic  information 
systems. 

The  effect?  An  international  perspective  that 
our  companies  would  otherwise  never  have.  And  a 
competitive  advantage  that  helps  each  one  grow 
stronger.  Smarter. 

You  see,  with  a  helping  hand  like  this,  our 
companies  not  only  meet  greater  challenges-they 
also  meet  a  world  of  needs. 

Bayer  usa  inc. 

ONE  MELLON  CENTER  •  500  GRANT  STREET  •  PITTSBURGH,  PA  15219-2502 
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Oscar  Wyatt  deals  with  Libya,  cheerfully  reneges  on  contracts  and 
now  runs  the  most  profitable  gas  pipeline  in  the  country. 


Profitable 
if  not  popular 


By  Toni  Mack 


Oscar  Wyatt  is  a  wily  man. 
The  63-year-old  founder, 
chairman  and  chief  executive 
of  Coastal  Corp.  has  never  been  one  to 
let  mere  legalities  stand  in  the  way  of 
his  $7.4  billion  (revenues)  energy  con- 
glomerate and  natural  gas  pipeline 
company. 

In  the  early  1970s  Wyatt  found  him- 
self squeezed  between  rising  natural 
gas  prices  and  low-priced  contracts  to 
supply  gas  to  cities  like  San  Antonio 
and  Austin.  His  solution?  Renege.  He 
simply  refused  to  honor  the  contracts, 


1# 


embroiling  Coastal  in  years  of  devas- 
tating legal  battles. 

In  1981,  more  legal  trouble:  Wyatt 
agreed  to  refund  customers  $17.5  mil- 
lion after  overcharging  them  under 
federal  oil-price  regulations.  Later,  he 
flouted  the  spirit,  if  not  the  letter,  of 
U.S.  economic  sanctions  against  Lib- 
ya by  running  Libyan  oil  through  an 
Antwerp  refinery.  That  refinery  has 
since  been  sold. 

Now  Wyatt  is  doing  business  with 
America's  enemy  again — which  has 
sparked,  shall  we  say,  keen  interest  at 
the  Treasury  Department. 

The  deal's  origin  was  in  1979,  when 
firm  supplies  of  crude  were  hard  to 
come  by.  In  return  for  a  steady  supply 
of  Libyan  oil,  Coastal  agreed  to  ex- 
plore in  Libya.  In  1986  such  an  ar- 
rangement was  outlawed  by  U.S. 
sanctions.  Last  fall,  though,  Wyatt 
came  to  new  terms  with  the  Libyans. 

Libya  agreed  to  let  Coastal  off  the 
hook  on  $45  million  worth  of  explora- 
tion that  Coastal  still  owed.  That  al- 
lowed Coastal  to  book  a  sorely  needed 
operating  profit  in  its  refining  and 
marketing  division  last  year. 

But  that  was  just  gravy.  Here's  the 
meat.  Also  last  fall,  Coastal  paid 
some  $45  million  for  a  loss-ridden 
Exxon  refinery  in  Hamburg,  West 
Germany.  Libya  is  supplying  crude  to 
the  75,000-barrcl-a-day  refinery  at  a 
"market-related  price"  that  allows 
Coastal  to  operate  the  refinery  "with- 


out risk,"  says  Wyatt — i.e.,  at  an  as- 
sured profit.  In  return,  Libya  will  gain 
"about  half"  interest  in  the  refinery 
over  "four  to  five  years,"  according 
to  Wyatt. 

Doesn't  this  violate  U.S.  sanctions? 
In  spirit,  yes,  but  maybe  not  in  techni- 
cality. Since  it's  done  through  a  series 
of  foreign  subsidiaries — and  foreign 
subsidiaries  are  exempt  from  the 
sanctions — "we  don't  think"  it's  ille- 
gal, argues  Wyatt.  The  U.S.  Treasury 
Department,  which  enforces  the  sanc- 
tions, isn't  so  sure.  "We're  looking 
into  it,  and  that's  all  I  can  say,"  says  a 
terse  Treasury  spokesman. 
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The  investigation  hits  the  fan  at  a 
time  when  most  things  are  going  well 
for  Houston-based  Coastal.  Of  the 
many  mergers  in  the  natural  gas  pipe- 
line business  during  the  1980s,  Coast- 
al's 1985  acquisition  of  American 
Natural  Resources  Co.  looks  to  be  the 
most  successful.  Partly  as  a  result  of 
the  merger,  Coastal,  on  revenues  of 
$7.4  billion,  earned  $113  million  in 
1987.  That's  $2.10  a  share,  second 
only  to  1985's  $2.41,  despite  far  more 
inhospitable  energy  markets.  Ana- 
lysts expect  Coastal  to  earn  $2.75  to 
$2.90  this  year.  And  Coastal's  com- 
mon, while  still  well  below  its  pre- 
market-crash  high,  has  since  risen 
34%  to  a  recent  28 Vs,  versus  the  S&P 
500's  14%  rise.  In  February  Coastal 
even  managed  to  sell  10  million 
shares,  a  feat  none  other  in  the  rav- 
aged pipeline  industry  has  dared.  The 
price:  $29.50  a  share.  Proceeds  from 
that  sale  helped  reduce  debt  and  high- 
cost  preferred  from  88%  of  total  capi- 
talization just  after  the  ANR  merger 
to  72%  now. 

ANR  was  a  smart  buy.  Most  of  its 
gas  supply  contracts  have  a  nice  re- 
lease clause  in  these  days  of  rapidly 
shifting  pipeline  deregulation.  The 
contracts  say  that  changes  in  govern- 
ment regulation  can  be  declared 
"force  majeure,"  an  event  beyond  the 
company's  control  that  by  law  allows 
the  contract  to  be  set  aside.  This  has 
released  ANR  from  contracts  that 
otherwise  obliged  it  to  buy  gas  even  if 

,  the  gas  proved  unsalable — the  so- 
called  "take-or-pay"  pacts  that  have 
cost  other  pipelines  hundreds  of  mil- 
lions in  legal  settlements. 

At  the  same  time,  ANR's  markets 
in  Michigan  and  Wisconsin — and 
those  of  Colorado  Interstate  Gas, 
Coastal's  other  big,  wholly  owned 
pipeline — are  beautifully  protected. 
Last  year  residential  and  commercial 

.  customers  made  up  72%  of  Coastal's 
markets;  Joe  Homeowner  and  Jane 
Shopkeeper  can  rarely  switch  to  oth- 
er, cheaper  fuels  at  the  drop  of  a  hat,  as 
manufacturing  plants  and  utilities  of- 
ten can. 

Coastal  also  has  a  superb  non- 
union, high-productivity  coal  opera- 
tion. Its  operating  profits  grew  35% 
last  year,  to  $62  million,  Coastal's 
second-highest  earner  after  natural 
gas.  And  Wyatt  has  positioned  Coast- 

I  al's  exploration  and  production  seg- 
ment well.  Over  the  last  two  years  he 
has     concentrated     on     exploration 

!  while  holding  back  on  developing  the 

!  finds,  waiting  for  a  rise  in  gas  prices. 
Once  prices  rise,  Wyatt  figures  Coast- 

l  al  could  produce  around  200  million 

I  cubic  feet  of  gas  a  day,  nearly  double 

1  last  year's  production. 


So  far,  Wyatt  has  not  been  able  to 
fix  one  problem:  Coastal's  refining 
and  marketing  division,  which  in- 
cludes crude  oil  trading.  The  divi- 
sion's last  good  year  was  1985,  when 
it  earned  operating  profits  of  $117 
million.  Last  year  the  division  had 
operating  losses  of  $2  million.  The 
Libyan  deal  is  part  of  the  attempt  to 
cut  this  loss.  Coastal  is  also  trying  to 
sell  50%  of  its  domestic  refining  and 
marketing  assets  to  an  oil-producing 
country. 

But  the  Libyan  deal  could  yet  cost 


Wyatt  dearly.  If  Coastal's  current 
dealings  with  that  terrorist  govern- 
ment are  ruled  contrary  to  American 
law,  under  the  International  Emer- 
gency Economic  Powers  Act,  Wyatt 
and  some  aides  could  face  fines  of  up 
to  $50,000  each  per  violation  and  pos- 
sible jail  terms  of  up  to  ten  years. 

"As  a  corporate  manager,"  Wyatt 
often  says,  "you  have  to  have  one 
objective — to  be  profitable  or  popular. 
I've  chosen  to  be  profitable."  In  the 
Libyan  deal,  however,  he  just  may 
have  stepped  beyond  the  line.  ■ 


United  Airlines  and  British  Airways  have 
just  done  an  innovative  linkup.  For  BA,  it 
is  one  more  step  on  the  road  back.  For 
United,  a  needed  boost  in  a  time  of  trial. 

Fly  the  friendly 
skies,  old  boy 


By  Howard  Banks 


It's  almost  a  natural  match," 
says  Sir  Colin  Marshall,  chief  ex- 
ecutive of  British  Airways  Pic. 
(revenues,  £3.7  billion).  Marshall,  top 
man  at  the  world's  largest  interna- 
tional air  carrier,  is  singing  the  praises 
of  his  recently  inaugurated  deal  with 
United  Airlines. 

The  landmark  arrangement,  which 
allows  the  airlines  to  share  reserva- 
tion systems  and  carry  each  other's 
passengers,  creates  the  first  interna- 
tional hub-and-spoke  networks — the 
same  kinds  of  networks,  but  extended 
internationally,  that  have  so  effec- 
tively kept  traffic  and  profits  growing 
through  the  chaos  of  deregulation  in 
this  country.  So  United,  for  example, 
gets  transatlantic  routes  it  has  not 
flown  before,  plus  connections  in 
London,  at  Heathrow,  to  all  of  BA's 
European  and  long-haul  flights  to 
Asia  and  Africa. 

What  does  BA  get?  Valuable  con- 
nections into  a  large  part  of  UAL's 
U.S.  routes,  including  Seattle,  Chica- 
go, Denver,  Washington's  Dulles  air- 
port and — most  important — JFK  in 
New  York,  where  the  two  carriers 
will  share  BA's  rebuilt  terminal. 

"We  cover  the  areas  of  the  world 
United  does  not  and  they  cover  the 


areas  that  we  don't,"  says  Marshall. 

A  hurdle  remains:  international  air- 
line politics.  Because  of  them,  both 
sides  are  proceeding  gingerly.  "Yes, 
potential  is  clearly  there,"  Marshall 
says  cautiously.  "But  my  view  is  that 
it  has  to  be  allowed  to  develop  grad- 
ually." Marshall  is  trying  not  to  alarm 
the  European  government  regulators, 
including,  ironically,  the  British,  who 
are  blocking  a  key  element  of  the  deal 
affecting  travel  in  Europe.  The  Euro- 
peans won't  accept  so-called  code 
sharing,  the  use  of  one  airline's  code 
(as  in  BA  for  British,  UA  for  United)  to 
describe  flights  of  the  other  carrier  in 
computer  reservation  systems.  If  the 
British  don't  yield,  the  U.S.  govern- 
ment could  retaliate  and  block  code 
sharing  here. 

This  is  a  marketing  problem,  but 
not  as  trivial  as  it  may  seem.  Airline 
passengers  with  connecting  flights  (as 
the  United-British  Airways  trips  will 
be)  prefer  to  book  their  trips  on  a 
single  airline  when  possible.  And 
even  though  United  and  British  Air- 
ways are  in  no  way  merging — Unit- 
ed's  Seattle  to  London  passengers,  for 
example,  change  to  a  BA  747  in  Chica- 
go— code  sharing  in  the  U.S.  permits 
travel  agents  and  airline  ticket  agents 
to  act  as  if  they  were  booking  a  single 
carrier.  In  Europe  this  is  not  allowed, 
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|ohn  Cwe  Impact 


British  Airways'  triumvirate,  Sir  Colin  Marsha//,  Gordon  Dan/op  and  Lord  King 
"The  previous  managers  were  frightened  of  the  unions." 


stake  in  Covia  for  $500  million. 

The  United  deals  reflect  a  new  spir- 
it at  BA.  A  triumvirate,  all  from  out- 
side the  airline  world,  now  runs  the 
airline.  Chairman  Lord  King  of  Wart- 
naby  was  appointed  in  1980  by  Prime 
Minister  Margaret  Thatcher  to  stanch 
BA's  losses.  He  brought  in  Scottish 
accountant  Gordon  Dunlop,  chief  fi- 
nancial officer,  in  1982,  and  Marshall 
in  1983.  Lord  King,  a  large  man  who 
looks  every  inch  a  farmer,  enjoys  fox 
hunting  (he's  chairman  of  the  posh 
Belvoir  Hunt),  a  good  story  and  a  glass 
of  fine  wine.  But  he's  also  a  tough 
businessman  (chairman  of  Babcock 
International  and,  among  other  direc- 
torships, Dick  Corp.  in  the  U.S.).  Even 
before  British  Airways  was  privatized 
in  early  1987,  Lord  King  says  firmly, 
the  prime  minister  "told  me  to  run  it 
like  a  private  company,  and  we  do." 

For  the  last  eight  months,  BA 
management's  attention  has  been  on 
the  £250  million  acquisition  of  Brit- 
ish Caledonian,  Britain's  second-larg- 
est airline  (though  much  smaller: 
£567  million  revenues).  Lord  King  is 
well  aware  that  he  is  running  the 
competitive  gorilla  in  Europe,  espe- 
cially with  BCal  added.  "Well,  yes," 
he  concedes  with  a  twinkle.  "But 
King  Kong  turned  out  to  be  fairly 
gentle  in  the  end." 

He  can  smile,  however,  only  be- 
cause the  new  attitude  of  toughness 
and  a  constant  focus  on  the  bottom 
line  seem  to  be  working.  "Our  work- 
ers are  mostly  shareholders,  too," 
says  King.  "Nearly  everybody  has 
made  money  from  the  shares  and  that 
bungs  home  the  message  about  prof- 
its." The  trade  unions  bave  had  little 


/  nited's  Stephen  Wolf 

"We  have  to  expand. 


and  passengers  and  travel  agents  pre- 
dictably find  it  simpler  to  book  con- 
necting flights  on  what  seems  a  single 
airline.  For  now,  the  Brits  have  a  mar- 
keting advantage  in  the  U.S.  that 
United  does  not  enjoy  overseas. 

Time  and  commerce,  however,  are 
working  against  European  chauvinis- 
tic stubbornness.  That's  because  Eu- 
ropean airlines  are  increasingly  devel- 
oping links  with  U.S. -style  computer 
reservation  systems.  United's  Apollo 
in,  tor  instance,  operated  by  its 
i  subsidiary,  is  well  down  this 
partnership  including  British 
Airw.  United,   plus  Swissair, 

d  Alitalia,  is  creating  a  Euro- 
rvations  system, 
called  C  d  on  Apollo    In 

May,  BA  plus  Swissair,  KLM  and 
with  USAir,  took  a  49.9% 


choice  but  to  go  along  with  manage 
ment  for  the  most  part.  "Hummph,' 
says  King.  "The  previous  manager; 
were  frightened  of  the  unions." 

The  outcome:  sharply  boosted  prof 
its.  The  results  for  the  year  endec 
Mar.  31,  1988,  due  at  the  end  of  May 
are  expected  to  show  a  pretax  profit 
for  BA  of  around  £250  million,  againsi 
£162  million  the  previous  year.  This 
will  be  partly  offset  by  a  pretax  loss  o: 
around  £40  million  for  BCal. 

Things  are  shaping  up,  too,  at  Brit 
ish  Airways'  new  partner,  United  Air 
lines,  technically  still  Allegis  unti. 
the  May  26  annual  meeting.  Unitec 
made  $28  million  in  the  tough  first 
quarter  of  this  year,  compared  with  & 
loss  of  $54.5  million  last  year.  Now  ill 
has   a   top-notch   new   managemeni 
team.  The  new  president  and  chief 
executive  is  Stephen  Wolf  (formerly) 
of  Flying  Tiger  and  Republic)  and  his 
finance  chief  is  Jack  Pope  (formerly  ol 
American).    They   are    struggling   tc 
emerge  from  under  a  $2.4  billion  bur 
den  of  debt  incurred  by  former  man 
agement  to  stave  off  a  takeover.  Thi: 
costly  restructuring  retired  two-third 
of  the  company's  common  stock  bu 
ran  down  corporate  assets. 

The  $3.7  billion  from  the  sale  o 
Hertz,  Westin  and  Hilton  Hotels  wen 
to  the  shareholders.  Long-term  debt, 
at  around  75%  of  equity,  is  far  to 
high  for  a  carrier  that  is  short  of  capac 
ity  and  thus  badly  needs  expansion 
money. 

"We  have  to  expand.  We  want  to 
expand,"  says  Wolf.  "We  are  losing 
passengers  on  the  profitable  Pacific 
routes  [acquired  from  Pan  American) 
because  we  do  not  have  the  planes.") 
He  hopes  that  this  message  will  also 
appease  the  pilots  whose  union  lead 
ership  in  their  Air  Line  Pilots  Associa 
tion  local  is  still  trying  to  take  over 
the  carrier. 

"Our  main  problem  is  that  our  lead 
workers  want  us  to  grow  faster,  which 
is  not  such  a  bad  problem,"  says  Wolf. 
Well,  yes.  Except  that  it's  hard  to  see 
where  United  will  raise  the  cash  to 
expand  as  fast  as  the  pilots  want.  It  is 
growth  that  determines  pilots'  pay, 
since  that  determines  how  quickly 
they  move  through  the  ranks  to  be 
captain  of  a  major  jet. 

United's  future  turns  on  the  ability 
of  Wolf,  a  no-nonsense  manager  who 
masks  his  toughness  with  a  friendly, 
open  air,  to  convince  the  rank-and-file 
pilots  that  he  is  a  better  bet  to  deliver 
than  the  Air  Line  Pilots  Association 
union  leadership. 

With  the  BA  deal  and  other  steps, 
Wolf  clearly  has  United  on  the  move 
again.  But  he  still  has  his  work  cut  out 
for  him.  ■ 
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Gary  Driggs  runs  a  mighty  profitable  show 
at  Western  Savings.  Unless,  that  is,  you  dig 
beneath  the  published  numbers. 


Phoenix1  Wild  West 

show 


By  Allan  Sloan 


Why  write  about  yet  another 
sick  savings  and  loan  associ- 
ation, when  there  are  literally 
hundreds  of  them?  Especially  since 
Western  Savings  of  Phoenix  seems  re- 
markably healthy.  Its  $6.1  billion  of 
assets  make  it  one  of  Arizona's  big- 
gest financial  institutions,  and  it  has  a 
healthy-looking  bottom  line  to 
match:  Western  reported  earning  27% 
on  shareholders'  equity  last  year,  and 
its  five-year  return,  45%,  caused 
Forbes  computers  to  rate  it  number 
14  among  the  975  companies  we  rated 
for  return  on  equity  (Forbes,  Jan.  11). 
Computers,  alas,  are  literal-minded 
creatures.  They  can't  differentiate  be- 
tween quality  earnings  and — shall  we 
say — managed  earnings.  Given  the 
latitude  that  S&Ls  (and  commercial 
banks,  for  that  matter)  have  in  taking 
gains  and  deferring  losses,  managing 
earnings  is  a  relatively  easy  job.  West- 
em  is  a  classic  case  of  how  reported 
profits  can  misrepresent  economic  re- 
ality. And  how  a  smart,  aggressive 


man  like  Western  President  Gary 
Driggs  can  get  around  the  rules. 

Western  claimed  to  earn  $33  mil- 
lion last  year  ($49  million  pretax).  But 
look:  Almost  half  the  pretax  profit — 
$24  million — was  a  nonrecurring  gain 
on  the  sale  of  Western's  stock  in  New- 
ell Cos.,  an  Illinois-based  consumer 
goods  manufacturer. 

Note  that  this  nonrecurring  gain 
was  treated  as  regular  income.  How- 
ever, Western  also  suffered  a  loss  that 
we  put  at  $40  million  or  more  on 
another  deal,  but  showed  only  a  $1.2 
million  loss.  This  was  done  through  a 
bizarre  transaction  in  which  Western 
traded  sick  cats  it  valued  at  $102  mil- 
lion to  financially  troubled  South- 
mark  Corp.  (Forbes,  Mar.  7)  for  $101 
million  of  sick  dogs. 

Had  Western  charged  the  real  loss 
against  earnings,  that  27%  return  on 
equity  might  have  turned  into  a  slight 
loss.  But  then,  with  conservative 
bookkeeping,  Western's  equity  would 
mostly  vanish,  too.  Its  securities  port- 
folio includes  holdings  in  Finalco,  a 
troubled  leasing  company;  America 


West,  a  faded  regional  airline;  Del  E. 
Webb,  a  struggling  casino  and  land 
company;  and  Broadview  Savings,  a 
marginal  S&L.  All  this  is  carried  at 
face  value,  but  is  worth  much  less. 
Write  down  these  securities  to  mar- 
ket value  and  throw  in  our  indicated 
loss  on  the  Southmark  deal,  and 
you've  wiped  out  virtually  all  the 
shareholders'  equity. 

Welcome  to  the  wonderful  world  of 
S&.L  bookkeeping.  Welcome  to  Gary 
Driggs'  financial  magic  show. 

Does  Western  act  like  a  company 
with  no  real  earnings  and  no  real  book 
value?  Hardly.  It  spent  almost  $30 
million  to  buy  its  own  shares  last 
year,  reducing  its  meager  equity  (a 
puny  1.9%  of  assets  at  year-end)  in  an 
attempt  to  prop  its  stock  price. 

Now  and  then  a  bit  of  information 
surfaces  suggesting  that  all  is  not 
great  at  Western.  In  March  of  this  year 
the  company  rescinded  a  6-cent  quar- 
terly cash  dividend.  Rescinding  an  al- 
ready declared  dividend  is  almost  un- 
heard of — and  isn't  something  a 
healthy  company  does.  Western 
promptly  declared  a  5%  stock  divi- 
dend— as  if  to  let  shareholders  know 
that  all  was  well. 

Despite  numerous  unreturned 
phone  calls  and  an  exchange  of  corre- 
spondence, Forbes  couldn't  get  Gary 
Driggs  or  his  staff  to  shed  much  light 
on  the  situation. 

Without  benefit,  therefore,  of  Gary 
Driggs'  insight,  this  magazine  has  de- 
veloped some  information  on  the  true 
situation.  It  appears  that  dividend  was 
rescinded  because  last  year's  common 
stock  repurchases,  combined  with 
Western's  $1.9  million  first-quarter 
loss  this  year,  reduced  its  capital  be- 
low the  level  called  for  by  the  inden- 
ture covering  its  $115  million  of  capi- 
tal notes.  Western  must  have  learned 
this  after  the  cash  dividend  was  de- 
clared, which  doesn't  say  much  for  its 
internal  controls. 

Things  get  stranger  and  stranger. 
On  Mar.  18  Western  sold  $8  million 
worth  of  preferred  stock  at  a  usurious 
cost — 15.5%  for  five  years,  then 
13.5%  or  7%  above  Treasury  bonds, 
whichever  is  higher — to  a  subsidiary 
of  MDC  Holdings,  a  Denver  financial 
services  company.  Why?  By  our  read- 
ing of  the  note  indenture,  that  pre- 
ferred— however  costly — provides 
enough  capital  to  let  Western  resume 
cash  dividends.  Strip  the  transaction 
to  essentials,  and  Western  is  borrow- 
ing money  to  be  able  to  pay  dividends. 

Gary  Driggs,  who  became  president 
of  this  interesting  outfit  in  1976,  is 
the  third  generation  of  Driggses  to 
lead  Western,  founded  in  1929. 
Though  the  Driggses  are  very  much 
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Arizona  Establishment — Western 
Chairman  John  Driggs,  Gary's  broth- 
er, is  a  former  mayor  of  Phoenix- — 
Gary  Driggs  isn't  the  conservative 
third-generation  manager  you  would 
expect,  considering  that  the  family 
owns  more  than  20%  of  the  stock.  He 
seems  to  enjoy  taking  wild  chances. 
And  when  his  gambles  succeed,  he 
doesn't  take  his  chips  off  the  table — 
he  just  doubles  up. 

Our  tale  begins  in  1982,  with  West- 
ern's capital  all  but  wiped  out  by  $65 
million  of  losses.  Driggs  came  up  with 
the  clever  idea  of  using  Western  pre- 
ferred— which  counts  as  capital  to  the 
regulators — as  currency  to  buy  land 
and  other  assets.  He  also  bought  stock 
in  companies  that  used  part  of  the 
proceeds  to  buy  Western  preferred. 

Driggs  raised  almost  $60  million 
this  way  in  the  crucial  years  of  1982- 
83.  Western  was  making  money  avail- 
able to  customers  who  would  buy 
Western  stock.  Legal?  Apparently. 
Real  capital?  Hardly.  If  I  buy  $1  mil- 
lion of  stock  in  you,  and  you  buy  $1 
million  of  stock  in  me,  neither  one  of 
us  has  any  more  money  than  we  start- 
ed with. 

But  regulators  let  this  capital  count, 
and  Driggs  began  to  increase  West- 
ern's size  rapidly.  For  example,  West- 
ern swapped  assets  and  paper  with 
Nu-West  Inc.,  a  subsidiary  of  a  Cana- 
dian developer  that  later  went  Chap- 
ter 11;  Broadview  Savings,  a  Cleve- 
land S&.L  operating  under  forbearance 
from  regulators;  Thousand  Trails,  a 
once-hot  campground  company  fallen 
on  hard  times;  Del  E.  Webb;  and  the 
aforementioned  Newell  Cos. 

The  Broadview  deal,  which  took 
place  in  October  of  1983,  still  haunts 
Western  today.  Western  sold  Broad- 
view land  and  loans  it  valued  at  $70 
million,  booking  $21  million  of  prof- 
its. Broadview  paid  with  $35  million 
of  its  preferred  stock,  mortgage- 
backed  notes  valued  at  $17.5  million, 
and  money.  Driggs  got  profits,  Broad- 
view got  capital.  But  in  1984  Broad- 
view, burdened  by  real  estate  loan 
losses,  stopped  paying  preferred  divi- 
dends, and  may  never  resume  them. 
Vet  Driggs  continues  to  carry  the 
Broadview  paper  at  face  value. 

Want  to  see  more  "creative"  bank- 
ing? There's  Thousand  Trails.  West- 
ern paid  $8.7  million  fur  22.4%  of 
Trails'  common  stock  in  1982,  bought 
nillion  of  debentures  and  made  it 
million  loan.  Trails  bought  $3 
million  of  Western  preferred. 

\     Iruls  ran  into  cash  flow  prob- 

S,  fufy  14,  1986),  Western 

from  it,  and  at  one  point 

npground    memberships 

i]    lieu  ot  cash  interest    Did  Western 


write  down  the  value  of  its  Trails  in- 
vestment? Nope. 

Instead,  in  November,  Western, 
Trails  and  Southmark  engaged  in  the 
complex  three-way  swap  that  we  de- 
scribed above  as  trading  sick  dogs  for 
sick  cats.  It  did  so  in  such  a  way  that  it 
avoided  admitting  that  either  cats  or 
dogs  were  sick. 

How?  Are  you  ready  for  some  fancy 
arithmetic?  Trails  paper  that  Western 
was  carrying  at  its  cost  of  $102  mil- 
lion (by  our  calculations)  was 
swapped  for  Southmark  paper  and 
Trails  assets  with  a  face  value  of  $101 
million:  about  $46  million  (face  val- 
ue) of  Southmark  convertible  deben- 
tures and  convertible  preferred,  $20 
million  worth  of  loans,  Trails  mem- 
berships valued  around  $10  million, 
"Visa  participation  rights,"  whatever 
they  are,  at  $23  million.* 

But  just  as  the  old  paper  wasn't 
worth  $102  million,  neither  were  the 
new  paper  and  other  considerations 
worth  close  to  $101  million.  In  early 
May  Western's  $46.4  million  of 
Southmark  paper  would  have  brought 
about  $17  million  in  the  secondary 
market — a  $29  million  loss.  Mark  the 
rest  of  the  stuff  to  market,  and  we 
think  you  get  a  real  loss  of  close  to  $50 
million  on  the  whole  package — only 
$1.2  million  of  which  was  recognized 


on  Western's  books. 

We  won't  even  try  to  value  Wes 
em's  real  estate,  which  at  year-er 
was  carried  at  $517  million — a  sta 
gering  4.5  times  Western's  purporte 
shareholders'  equity. 

Isn't  this  supposed  to  be  a  high) 
regulated  industry?  Well,  where  a; 
the  S&L  regulators?  To  date,  Drigj 
has  kept  them  happy  by  agreeing  i 
conditions  such  as  reducing  real  e 
tate  and  other  "direct  investments 
to  10%  of  assets  by  June  30,  198 
That  date  came  and  went  almost 
year  ago,  but  the  condition  remair 
unfulfilled — and  the  transgression  a] 
parently  remains  unpunished. 

Gary  Driggs  may  not  be  at  the  er 
of  the  line.  He  can  still  play  the  gam 
of  recognizing  gains  but  buryiri 
losses.  He  may  pull  some  more  gair 
out  of  his  real  estate  portfolio, 
recently  announced  a  prospective  $2 
million  gain  from  the  planned  sale  c 
21  branches — a  move  reminiscent  t 
1982,  when  he  also  sold  branches 
stay  afloat.  Ingenuity,  Driggs  has,  an 
lots  of  leeway  from  the  regulator; 
Real  capital,  however,  is  in  increa; 
ingly  short  supply.  ■ 

'  Traits  reported  the  transaction  differently,  sbouii 
Western  getting  assets  uitb  a  face  value  of  SH7  »u 
lion,  with  the  Visa  rights  valued  at  less  than 
million  No  one  will  explain  the  discrepancy 


Morrisons  was  mistreating  its  corporah 
milk  cow.  The  cow  nearly  died. 

Apple  pie 
and  gourmet 
hamburgers 


By  Kerry  Harmon 


Silverware  CLANc.s.  Brown  plas- 
tic  trays  slide  steadily  along  the 
60-foot-long  metal  counter.  Be- 
hind the  glass  counter  front,  ten  serv- 
ers are  dishing  out  black-eyed  peas, 
broiled  liver  and  onions,  turnip  greens 
and  roast  pork — more  than  1 20  differ- 
ent food  items — onto  warm,  white 
china  plates.  An  average  lunch  hour  at 
Morrison's  Cafeteria,  at  Spnngdale 
Plaza  in  Mobile,  Ala.  More  than  2,000 


people  will  walk  the  line  today  an 
spend  an  average  $4.60  a  head.  In  th 
company's  163  restaurants,  peopl 
will  spend  more  than  $289  millio 
this  year. 

What  a  difference  three  years  mak( 
As  recently  as  1985,  the  country' 
largest  cafeteria  chain  was  living 
hand-to-mouth  existence.  Its  large 
10,000-square-foot  restaurants,  scat 
tered  throughout  the  Southeast,  wer 
shabby  and  darkly  decorated,  like  th 
lunchroom  at  some  seedy  local  hospi 


is 
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Any  extra  time  spent  on 
the  ground  is  returned  to 
you  at  35,000  feet. 

Sometimes,  circumstances  beyond  our  con- 
trol cause  us  delays  on  the  ground.  To  keep 
these  incidents  from  affecting  our  schedule, 
we  make  up  for  the  lost  time  in  the  air  by 
increasing  speed  or  by  altering  ourflight  path- 
and  we  make  sure  you're  informed  about  it. 

To  further  insure  against  delays,  we  keep 
our  engines  in  mint  condition  and  monitor 
them  while  in  flight.  We  also  have  extra 
planes  for  immediate  replacement  if  they're 
needed. 

All  to  maintain  our  95%  on-time  record. 
Because,  you  see.  we  hate  being  late  just  as 
much  as  you  do. 

People  expect  the  world  of  us. 

0  Lufthansa 

German  Airlines 

Lufthansa  is  a  participant  in  the  mileage  programs  of  United. 
Delta  and  USAir  See  your  Travel  Agent  for  details. 


President  Samuel  (Sandy)  Beali  ill  and  Chief  Executive  Eugene  Bebop 
With  jazzier  formats  and  new  managers,  the  old  cafeteria  lives. 


tal.  The  68-year-old  Mobile-based 
Morrison  Inc.  (1988  estimated  reve- 
nues, $760  million)  seemed  headed 
for  early  oblivion.  Fewer  than  1,100 
people  would  shuffle  through  its  res- 
taurants, spending  maybe  $3.50  a 
head  if  Morrison's  had  apple  or  cus- 
tard pie  (two  bestselling  favorites)  on 
the  menu. 

Where  did  this  company  go  wrong? 
It's  an  old  story,  endlessly  repeated,  of 
succumbing  to  corporate  fads.  Instead 
of  sticking  with  its  own  business, 
Morrison's  management  decided  to 
diversify.  During  the  late  Sixties  and 
Seventies,  the  company  went  on  an 
acquisition  binge,  starting  an  insur- 
ance company  and  buying  a  furniture 
manufacturer,  a  hotel  chain,  a  china- 
maker  and  several  other  businesses  it 
knew  nothing  about.  At  the  same 
time,  it  was  frantically  opening  cafe- 
terias— 76,  for  example,  between  1976 
and  1980.  It  was  doing  too  many 
things,  none  of  them  well.  By  1981 
operating  margins  had  dropped  to  9% 
from  11.5%  in  1978,  as  the  old  cus- 
tomer base  started  dying  out  without 
younger  customers  to  replace  it. 

As  is  often  the  case,  Morrison's  sal- 
vation lay  within  the  company,  with 
an  executive  who  knew  what  was 
wrong  and  knew  how  to  fix  it.  Out 
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went  the  former  chief  executive  in 
retirement  and  in  stepped  Eugene 
Bishop,  who  has  spent  his  entire  ca- 
reer, 41  years,  at  Morrison.  "We  were 
in  trouble,"  says  the  58-year-old  chief 
executive.  "We  had  to  get  back  to 
basics  and  try  to  lure  in  a  younger 
customer." 

Morrison  began  selling  off  its  non- 
food operations  and  looking  instead  to 
spend  the  money  on  a  restaurant  ac- 
quisition. It  closed  30  of  its  shabbiest 
cafeterias  and  hired  a  platoon  of  new 
managers  who  were  not  afraid  to  get 
into  the  kitchen  and  taste  the  food. 
Bishop  began  spending  an  average 
$225,000  per  unit,  redecorating  with 
plants,  ceiling  fans  and  brass  fixtures, 
making  the  cafeterias  look  more  like 
tern  bars.  Then  he  stopped  calling 
them  cafeterias,  even  taking  that 
word  off  his  signs.  Morrison  restau- 
rants were  now  featuring  "family  din- 
ing," if  you  please. 

"We  had  to  get  away  from  the  con- 
notation of  the  word  cafeteria,"  says 
Bishop.  "People  related  it  to  a  hospi- 
tal, a  school  or  an  industrial  plant — 
not  a  place  to  go  out  to  dine." 

Equally  important,  in  1982  Bishop 
bought  the  right  restaurant  chain,  a 
successful  13-unit  Knoxville,  Tenn.- 
based     premium-priced     hamburger 


grill  called  Ruby  Tuesdays,  nov 
grown  to  62  units.  With  Ruby  Tues 
days  came  its  founder,  Samuel  (Sandy 
Beall  III,  now  37.  It  took  Beall  fou 
years  to  become  president  of  Morri 
son.  And  he  was  just  what  the  compa 
ny  needed,  a  high-energy  food  market 
er  who  saw  clearly  how  to  help  Bishoj 
modernize  the  company. 

One  way  has  been  to  experimen 
with  jazzier  formats — smaller  cafete 
rias,  for  example,  that  offer  only  3Q°A 
of  the  standard  menu;  freestandinj 
takeout  shops  with  the  cafeteria 
menu  and  drive-through  windows 
and  a  somewhat  upgraded,  do-it-your 
self  cafeteria  called  Sadie's  Buffets 
which  seems  to  be  catching  on.  Morri 
son's  specialty  restaurant  group,  ir 
fact,  including  Ruby  Tuesdays,  wil: 
ring  up  20%  of  company  revenues  this 
year,  up  from  11%  three  years  ago. 

Another  40%  of  sales  will  com< 
from  an  efficiently  beefed-up  contraci 
feeding  operation,  Morrison  Custorrj 
Management,  that  operates  800  ac 
counts  in  38  states,  such  as  the  Uni 
versity  of  Southern  California  Medi 
cal  Center  and  the  lunchrooms  in  the 
Independent  Life  Building  in  Jackson 
ville,  Fla.  Which  means,  too,  that 
Morrison  is  cutting  its  dependence  or 
the  labor-intensive  and  low-margir; 
cafeteria  business,  where  profits  are 
the  hardest  to  come  by.  This  year  onl> 
40%  of  sales  will  come  from  that  seg; 
ment,  down  from  70%  in  1981. 

But  the  older  cafeteria  business  is 
still  very  much  alive.  Morrison  served 
63  million  cafeteria  meals  last  year, 
up  2.4%  over  1985.  It  was  the  first 
increase  in  a  decade,  making  Morri 
son  the  only  U.S.  cafeteria  operator  tc 
increase  its  customer  count  in  the  last 
five  years.  (At  San  Antonio,  Tex 
based  Luby's  Cafeterias — 108  units— 
the  industry's  star  performer  as  re 
cently  as  1983,  customer  counts  have 
been  declining  an  average  of  3.6%  i 
year  for  the  last  four  years.)  Average 
sales  per  Morrison's  cafeteria  are  up 
15%  since  1982,  and  pretax  margins 
have  recovered  to  9.7%,  up  from 
dreary  7.4%  in  1986. 

Little  wonder  that  the  stock  has 
rebounded  handsomely  from  five 
years  ago,  when  it  was  languishing 
around  5.  Now  it  sells  at  around  22,  a 
respectful  14  times  this  year's  project 
ed  earnings.  Nice  for  Bishop  and  Beall, 
who  together  own  nearly  3%  of  the) 
company,  valued  at  $8.5  million. 

The  Bishop-Beall  team  is  looking 
for  more  growth.  That  will  have  toj 
come  from  the  newer  businesses;  the 
cafeterias  will  serve  as  a  sort  of  milk 
cow.  But  as  Morrison's  experience 
shows,  a  milk  cow  will  soon  stop  giv 
ing  milk  if  it  is  too  much  neglected.  ■ 
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A  couple  of  small-time  Miami  businessmen 
have  transformed  themselves  into  billion- 
dollar  bankers  in  seven  years.  Their  share- 
holders have  reason  to  be  less  than  happy. 

"You  have  to  take 

advantage  of 

opportunities" 


By  John  H.  Taylor 


L 


ife  is  good  these  days  for  Ameri- 
can   Capital    Corp.    Chairman 
Robert  Marlin  and  Chief  Execu- 
tive Jack  Burstein.  Marlin,  49,  is  buy- 
:ing  a  $3.5  million  condominium  in 
Bal  Harbour;  that  will  be  the  highest 
'  price  ever  paid  for  a  condominium  in 
South  Florida.  He  and  Burstein,  42, 


are  already  ensconced  in  a  pair  of  spa- 
cious 26th-floor  offices  with  spectac- 
ular views  of  Biscayne  Bay.  Samuel 
Adler,  American  Capital's  secretary- 
treasurer,  is  part-owner  of  the  build- 
ing. From  nothing  seven  years  ago, 
they  have  built  a  banking  empire  that 
soon  will  have  assets  of  $10  billion. 

The  roster  of  shareholders  in  their 
closely  held  American  Capital  reads 


Jeff  Turn.w 


American  Capital's  Jack  Burstein 

Opportunity  for  him,  risk  for  his  investors. 


like  a  Miami  Who's  Who.  There's  Phila- 
delphia Eagles  owner  Norman  Bra- 
man,  real  estate  developers  Adler  and 
Harold  Brown.  There  are  hoteliers 
Donald  Lefton  and  Woody  Weiser, 
whose  Continental  Cos.  owns  Mi- 
ami's Grand  Bay  and  the  Pier  House 
in  Key  West,  and  banker-turned-mov- 
ie-producer Joseph  (Ironweed)  Kanter. 
Together,  this  bunch  controls  about 
80%  of  the  stock  traded  on  the  Amex. 

Burstein  and  Marlin  met  when 
Marlin  was  running  Viking  General,  a 
smallish  company  selling  undevel- 
oped Florida  land  on  the  installment 
plan  ($100  down  and  ten  years  to  pay). 
Burstein  became  Marlin's  personal  ac- 
countant. Marlin's  company  often  ran 
afoul  of  state  regulators.  At  one  point, 
in  1974,  the  Florida  Division  of  Land 
Sales  was  conducting  six  different  in- 
vestigations into  the  company's  activ- 
ities. In  1977  the  company  changed  its 
name  to  American  Capital. 

With  regulators  on  his  back  and  the 
business  souring  anyhow,  Marlin  de- 
cided to  move  on  to  other  things.  And 
Burstein  had  the  answer.  "Banking 
was  the  big  thing  in  Miami  at  the 
time,"  Burstein  recalls.  "There  was  a 
lot  of  international  interest,  and  they 
were  paying  two,  three  times  book 
value  to  acquire  a  bank." 

Their  first  target  was  City  National 
Bank,  a  well-respected  Miami  bank 
(assets,  $400  million)  with  a  thriving 
trust  business  and  strong  ties  to  Mi- 
ami's Jewish  community.  Price:  $18  a 
share,  book  value.  Alberto  Duque,  a 
flashy  young  Colombian,  put  up  some 
$6  million  and  became  the  largest  in- 
vestor in  a  voting  trust  controlled  by 
Marlin  and  Burstein.  But  the  partner- 
ship was  not  a  happy  one,  and  Duque 
finally  agreed  to  buy  out  the  others  at 
$45  a  share — 2.5  times  what  they  had 
paid  six  months  earlier.  The  pair  per- 
sonally made  over  $11  million.  Clear- 
ly, selling  banks  beat  selling  land. 

And  Duque?  In  1983  his  financial 
empire  collapsed.  Three  years  later  he 
was  convicted  of  conspiracy,  wire 
fraud  and  misapplication  of  City  Na- 
tional funds  and  is  now  serving  a  15- 
year  sentence  in  federal  prison. 

Marlin  and  Burstein,  meanwhile, 
were  well  on  their  way  toward  being 
big  players  in  banking,  or,  at  least,  in 
bank  raiding.  In  early  1982  they  and 
their  recently  formed  investment 
partnership,  Southeast  Shareholder 
Group,  made  a  run  at  Southeast  Bank- 
ing Corp.,  a  large  but  underperform- 
ing  Miami  bank.  Southeast  paid 
greenmail,  buying  the  dissidents' 
shares  at  $33  a  share,  $7  over  the 
market  price.  The  take  for  Marlin/ 
Burstein  and  the  Southeast  Share- 
holder Group:  $40  million. 
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MNTAINING  A  PROPER  DI 

THE  FOUR  BA 


Ply  a  matter  of  inclining 
od  groups. 


Haagen-Dazs* 


Available; 


Hdagen-Dazs 

■r 

i  Shoppes  and  better  groceries 


.X. 

Taeger-leCoultre.® 


GENEVE 


Call  800-ILC-TIME 

for  the  jeweler  nearest  you 


The  cynosure  of  timepieces 


Once  again,  throughout  1^88. 

guests  staying  in  our  suites  will  enjoy  tree  use 

of  a  car  and  chauffeur. 

After  all,  we  would  do  no  less  tor  our 
other  celebrity  guests. 


Most  luxury  hotels 
provide  first-class 
accommodations 
The  Manila  Hotel  also 
provides  a  first-class 
way  to  travel  around 
town. 

A  personal  car  and 
chauffeur. 

Available  free  of 
charge  to  all  guests 
checking  into  our  suites 
at  the  full  rate 


throughout  1988. 

The  car  and 
chauffeur  are  yours  24 
hours  and  for 
unlimited  use  within 
Metro  Manila 


After  reserving 
your  suite,  simply 
reconfirm  your 
personal  car  and 
chauffeur  before  check- 
in. 

After  75  years  of 
service,  we  know  just 
what  the  experienced 
international  traveller 
expects  from  one  of  the 
world's  most 
experienced  hotels. 


1  hire  jre  pe rhjps  a  dozen  incredible 

places  you  must  set  in  the  Orient 

One  ot  them  is  a  hotel 


Philm 


HOTEI    Mrx  40S37  MROTEL  PR  63496  MHOTEL  PN.  009  MHC 
mm  ROBERT  I  wARxiK  miiimM  airmnts  sales/reservations  omits 


American  Capital's  Robert  Martin 
Selling  banks  beat  selling  land. 

Their  next  step  was  using  Ame 
can  Capital  to  buy  S&Ls.  Americ 
Capital  raised  $45  million  by  selli 
additional  shares,  mostly  to  Miami 
affluent  set. 

In    July    1984    American    Capitj 
made  its  first  major  acquisition,  pa' 
ing  $35  million  for  51%  of  TransCap 
tal  Financial  Corp.,  the  parent  comp, 
ny   of   TransOhio    Savings   Bank, 
Cleveland   S&X  with   assets  at  t. 
time  of  $2.5  billion.  It  later  upped  i 
stake  to  70% .  TransOhio  was  an  ol 
line,  marginally  profitable  S&L  wi 
plenty  of  long-term,  fixed-rate  mo: 
gage  loans.  Burstein  sold  many  of  t 
old  ones  in  the  secondary  market,  j 
placing   them    with   adjustable    ra 
mortgages  and  consumer  loans, 
also  used  repurchase  agreements 
interest  rate  swaps  to  cut  the  bank 
exposure  to  interest  rate  volatility. 

Then  came  two  insolvent  Ohi 
S&Ls  and  a  California  mortgage  firn 
all  folded  into  TransOhio.  The  S&X' 
earnings  have  doubled  since  the  ac 
quisition,  to  $12.2  million  last  year. 

Still  on  the  move,  in  March  of  thi 
year  American  Capital  announce 
plans  to  have  TransOhio  pay  $23' 
million  in  cash— $20  a  share — fo 
Miami's  AmeriFirst  Savings  Bant 
Florida's  third-largest  S&L,  with  $4. 
billion  in  assets.  The  deal  is  expecte' 
to  be  completed  around  Christmas.  I 
will  push  American  Capital's  con 
trolled  assets  to  $10  billion. 

Strange,  though:  All  this  wheclin 
and  dealing  hasn't  impressed  Wal 
Street.  American  Capital's  thinl1 
traded  stock  has  hovered  in  the  3-to-.' 
range  in  the  last  year  (recent  price 
3%),  not  far  from  the  $3.33  offerin; 
price  in  1984  when  the  company  wa 
recapitalized.  Nor  is  the  stock's  poo 
performance  surprising:  For  all  its  fe 
verish  activity,  American  Capital  los 
$3.3   million   last   year,    19  cents 
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CREATIVE  PROGRAMS  THIS  SEASON 

AREN'T  FROM  HOLLYWOOD. 


e  Post  Office  has  created  a  series  of 
ams  for  the  business  audience  that 
>und  to  make  you  smile.  Because 
ould  save  you  from  $1  to  hundreds 
usands  of  dollars, 
ere's  MCOA  (National  Change  of 
?ss).  It  constantly  records  every  move 
ry  one  of  your  customers. 
IRs  (Optical  Character  Readers)  and 
(Bar  Code  Sorters)  use  the  best  tech- 
ical  advances  to  sort  your  mail  post 
without  post  wciste. 


They  can  even  direct  the  mail  to  a  loca-  [~ 
tion  as  specific  as  a  floor  within  a  building. !  For  more  infornr 

AIS  (Address  Information  Systems) 
help  stamp  out  undeliverable  mail. 

ZIP  +  4®  codes  are  special  nine-digit 
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codes  that  will  help  speed  up  processing 
and  possibly  save  your  business 
thousands  of  dollars. 

By  following  our  simple  suggestions, 
you  can  reduce  your  mailing  costs. 

Just  call  1-800-842-9000,  ext.  280  for 
information.  Or  clip  the  coupon. 


eative  solutions  for  vour  business  needs. 


ext.  280,  or  mail  this  coupon. 
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ATR  42  ATR  72 

The  cooperation  between  die  AEROSPATIALE 
of  France  and  the  AERITALIA  of  Italy  has 
resulted  in  new  aircraft  ATR  i2  and  ATR  72, 
first  editions  Of  the  ATR  family.  These  are  turb- 
oprop jets  of  a  new  generation,  and  are 
respectively  equipped  will  Pw*  120  and  PV;  12  \ 
engines.  They  benefit  from  state-of-the  art 
technology  recently  developed,  in  particular 
in  the  use  of  composite  materials.  The  ATR  72 
is  the  first  aircraft  in  the  world  to  be  equipped 


THE 


with  an  outer  wing  entirely  made  of 
The  ATR  42  and  ATR  72  were  desigi 
short  distance  flights  and  to  answer  tc 
ations  in  airline  passenger  traffic.  Their 
capacity  can  be  extended  from  46  to  7 
Around  them  has  materialized  the  ATR 
Todav,  to  build  an  aircraft  is  not  enough 
all,  what  we  are  building  into  it,  is  its  pr 
ity.  The  supporting  logistics  endow  the 
with  presence,  power,  and  adaptabili 
aircrarts  are  the  result  and  the  expressii 
system:  the  ATR  system. 
OUR  GECX.RAPHIC  PRESENCE:  Over 


TOT 


O  G  I  C 


nn^H 


re  already  our  clients  in  the  five 

nts. 

ECHNICAL  PRESENCE:  All  around  the 

a  maintenance  network  ensures  a 
he-clock  availibility  of  the  ATR  aircraft. 
;e,  Washington  D.C,  and  Singapore  are 
icipal  centers  of  this  network. 
ECHNOLOGICAL  PRESENCE:  ATR  air 
ire  of  a  new  generation. 
NANCIAL  PRESENCE:  ATR  can  act  as  i 
1  advisor. 
JUSINESS  PRESENCE:   4   marketing 

throughout  the  world,  feature  a  veri- 


table line  of  products  servicing  the  specific 
needs  of  each  airline. 

More  than  just  a  family  of  aircraft,  ATR  offers  a 
coherent  and  innovative  approach  to  help  air- 
lines operate  our  aircraft  effectively. 
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Glowing  gas  sales . . .  Mobil's  efforts  to  sell  more  of 
our  U.5.  natural  gas  are  paying  off.  Gas  sales  rose  by  20%  last 
year,  thanks  to  the  efforts  of  our  marketing  group  in  Houston  and 
new  government  regulations  that  let  us  sell  directly  to  electric 
utilities,  factories  and  gas  distributors.  More  than  half  our  U.S.  gas 
is  now  sold  this  way.  And  with  nearly  60%  of  our  U.5.  energy 
reserves  in  gas,  we're  well-positioned  to  take  advantage  of 
increasing  opportunities  as  the  "gas  bubble"  disappears 
over  the  next  few  years. 

New  markets ...  To  keep  customers  satisfied  nation- 
wide and  boost  sales  further,  our  Houston  group  is  doing  more 
customer  support  work— arranging  for  user  transportation, 
for  example.  We're  also  investing  in  selected  pipeline 

projects  to  take  advantage  of  new  market  opportunities.  We're 
buyinga  42-mile  pipeline  to  connect  some  of  our  Texas  wells  with 
the  Houston  Ship  Channel  market,  a  major  industrial  complex. 
And  we  recently  built  a  pipeline  connection  to  serve  Kansas 
Power  &  Light  and  increase  our  marketing  flexibility  for  gas  we 
produce  at  the  Hugoton  field,  one  of  America's  largest. 

Expanding  production...  Were  the  biggest 
producer— with  about  850  wells— at  the  Hugoton  field.  And 
we're  going  to  become  even  bigger  with  a  new  Kansas  law 
permitting  greater  drilling  activity,  plus  our  application  of 
advanced  reservoir  management  techniques  Hugoton  produc- 
tion is  sold  to  markets  as  far  afield  as  California  and  the  Atlantic 
states  Meanwhile,  in  the  Gulf  of  Mexico,  our  Eugene  Island  240 
field  is  now  providing  50  million  cubic  feet  of  gas  a  day. 

Boosting  efficiency. . .  To  cut  costs  and  to  gather 
up-to-the-minute  production  data  at  Mobil  gas  wells,  we're 
now  installing  the  most  sophisticated  electronic  monitoring 

system  in  the  industry  And  our  continued  push  to  computerize 
nationwide  exploration  and  producing  activities  in  a  massive  data 
base  will  help  us  monitor  our  operations  better  and  respond  more 
quickly  and  efficiently. 


It's  a  fact:  Mobil  is  one  of  America's  top  gas  marketers, 
selling  over  two  billion  cubic  feet  a  day. 
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Secretary-Treasurer  Samuel  Adler 
"We'd  have  liked  greater  earnings. 

share.  "There's  no  question  we  woul) 
have  liked  to  see  greater  earnings, 
Adler  says. 

Burstein  insists  the  AmeriFirst  ai 
quisition   will   boost   earnings.   Bu 
with  a  $230  million  price  tag  on 
deal,  the  Miami  S&.L  will  have  to  e, 
at  least  $16  million  annually  just  fr 
cover  the  cost  of  funds  to  finance  th 
deal.  AmeriFirst  earned  only  $1.2 
lion  in  the  first  six  months  of  th 
current    fiscal    year.    Operating    e: 
penses  rank  in  the  highest  20%  in  th 
industry,  its  percentage  of  repossessei 
assets  ranks  in  the  worst  20% . 

Burstein  sees  only  "room  fo 
improvement"  and  talks  of  cutting 
costs  and  increasing  loan  volum 
"It's  one  of  the  superior  branch  sys 
terns  in  the  state,"  says  Burstein. 

But  Burstein  and  Marlin  have  an 
other  reason  for  their  enthusiasn 
about  this  deal.  They  personally  owi 
a  combined  350,000  shares,  or  3.2% 
of  AmeriFirst,  most  of  which  the\ 
bought  at  about  $9  a  share  two  year:1 
ago.  If  American  Capital  buys  it  foi 
$20,  they  will  make  $3.5  million. 

Some  shareholders  are  also  mutter 
ing  about  an  earlier  deal,  whereb) 
American  Capital  accepted  some  oi 
Marlin's  old  real  estate  from  the  Vi 
king  General  days  as  equity  when  the 
company  was  recapitalized  in  1984 
The  real  estate  was  then  appraised  at 
$5  million  by  Drexel  Burnham  Lam 
bcrt.  But  American  Capital  has  since 
lost  more  than  $16  million  on  it,  in 
interest  and  high  development  costs 
The  real  estate  caused  the  company's 
loss  last  year. 

"In  this  business,"  Burstein  says, 
"you  have  to  manage  risks  and  take 
advantage  of  your  opportunities. 
Problem  is,  Burstein  and  Marlin  seem 
to  be  grabbing  many  of  the  opportuni 
ties  while  their  fellow  shareholders 
take  the  risks.  ■ 
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Will  the  Japanese  do  in  the  banking  busi- 
ness what  they've  done  in  cars  and  TVs? 
Early  returns  from  California  suggest 
fiey've  a  long  way  to  go. 

"Sanwa,  they  make 
great  stereos" 


By  John  Heins 


California   First   Bank,    77% 
owned    by    Bank    of    Tokyo, 
agreed  in  February  to  buy  Los 
Angeles'  Union  Bancorp  for  $750  mil- 
lion. This  marked  the  start  of  a  new 
;wave  of  worrying  over  whether  the 
Japanese  will  end  up  doing  to  U.S. 
i  banks  what  they  have  already  done  to 
U.S.  auto  companies  and  manufactur- 
i  ers  of  consumer  electronics  gear. 

After  all,  these  are  the  folks  who 
;  now  own  eight  of  the  world's  ten  big- 
jgest  banks.  In  this  country,  Japanese 
banks  have  made  inroads  into  corpo- 
rate and  real  estate  lending  to  large 
blue-chip  borrowers.  They  have  taken 
much  of  the  letter-of-credit  business 
away  from  U.S.  banks. 

But  only  in  California  do  the  Japa- 
nese operate  full-service  commercial 
banks  that  also  take  deposits  and 
make  consumer  loans.  The  nine  Japa- 


nese-owned banks  there  followed 
their  customers  from  Japan  to  Califor- 
nia several  years  ago  and  after  recent 
acquisitions  now  control  some  12% 
of  the  $280  billion  (assets)  market. 
After  the  California  First/Union  deal 
closes,  6  of  the  state's  12  largest  banks 
will  be  Japanese. 

As  California  goes,  so  goes  the  na- 
tion? Not  necessarily.  When  it  comes 
to  profitability,  Japanese  banks  in 
California  have  been  mediocre  per- 
formers (see  chart,  p.  58).  What  has 
gone  wrong?  Just  about  everything. 

One  problem:  The  Sonys  and  Toyo- 
tas of  the  world  that  the  Japanese 
banks  followed  to  California  do  not 
always  bank  Japanese;  they  have  plen- 
ty of  other  sources  of  financing  today. 
Growing  from  that  original  base  of 
business  hasn't  heen  easy  for  the  Japa- 
nese banks.  "They  haven't  really  been 
able  to  penetrate  the  California-com- 
pany market  so  far,"  says  Yukuo  Ta- 


kenaka,  national  director  of  Peat  Mar- 
wick  Main  &  Co.'s  Japanese  practice. 
Toughest  to  crack,  Takenaka  says, 
have  been  California's  numerous  so- 
called  middle-market  firms,  with 
sales  of  roughly  $10  million  to  $250 
million. 

Another  problem  is  that  the  Japa- 
nese banks  in  California  have  yet  to 
achieve  a  size  for  the  economies  of 
scale  increasingly  necessary  in  bank- 
ing. The  state's  big  four  banks — Bank 
of  America,  Security  Pacific,  Wells 
Fargo  and  First  Interstate — control  a 
solid  two-thirds  of  the  market  and  can 
afford  the  advertising  and  promotion 
necessary  to  attract  new  customers. 
What  advertising  Japanese-owned 
banks  do  must  often  be  introductory 
in  nature.  Sanwa  Bank  California  (as- 
sets, $5.3  billion)  tries  to  make  light 
of  its  obscurity  in  a  current  radio  ad- 
vertisement, in  which  one  potential 
customer  says,  "Sanwa,  yeah,  they 
make  great  stereos." 

In  some  cases,  the  Japanese  have 
been  just  plain  sloppy.  After  $190  bil- 
lion (assets)  Mitsui  Bank,  Ltd.  bought 
Los  Angeles'  Manufacturers  Bank  in 
1981,  it  paid  little  attention  to  the 
U.S.  subsidiary,  leaving  it  in  the 
hands  of  management.  That  manage- 
ment went  on  a  lending  binge  to  the 
real  estate  and  garment  industries. 
Credit  controls  were  grossly  inade- 
quate. The  California  bank  lost  $80 
million  over  the  last  two  years.  Final- 
ly last  year  Mitsui  installed  its  own 
top  managers  and  pumped  in  $60  mil- 
lion of  new  capital  to  keep  the  bank 
solvent. 

Costs  have  not  been  well  con- 
trolled. Noninterest  expenses,  such  as 
salaries  and  rent,  at  many  of  the  Japa- 
nese banks  are  consistently  above 
peer  averages.  That  comes  partly  from 
lack  of  focus.  The  smallish  Bank  of 
California  (assets,  $4.7  billion),  which 
lost  $2.9  million  last  year,  has  one  of 
the  highest  cost  structures  among  Jap- 
anese-owned banks  in  California.  One 
big  reason:  It  is  stressing  individual 
private  banking  and  middle  market 
corporate  lending  in  California,  while 
at  the  same  time  supporting  an  expen- 
sive international  network,  mostly 
throughout  Asia. 

Competing  on  price  hasn't  helped 
profitability.  Tokai  Bank  of  California 
has  tripled  in  size  in  the  last  two 
years,  to  $1.8  billion  in  assets,  mostly 
by  underpricing  the  competition  on 
loans  to  car  dealers  and,  through  the 
dealers,  individual  car  buyers.  But  To- 
kai's  return  on  assets  last  year 
dropped  from  0.42%  to  0.26%. 
Healthy  banks  of  similar  size  typical- 
ly earn  0.90%  or  so  on  assets. 

Japanese  business  people  do  not, 
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jver,  give  up  easily.  "Once  we 
commit,  we  stay  committed,"  says 
Yukihiro  Fujiwara,  chief  executive  of 
Sanwa  Bank  California.  "To  sell 
would  be  to  lose  face."  Face  is  only 
part  of  the  lure  for  staying.  Fujiwara,  a 
31 -year  Sanwa  veteran  who  came  over 
to  run  the  California  unit  in  1985, 
likes  California's  large,  diversified 
and  growing  economy.  He  plans  to 
increase  Sanwa's  branch  network 
50%  and  double  the  bank's  asset  size 
by  1992,  mostly  through  acquisition. 
He  also  will  aggressively  go  after  mid- 
dle-market corporate  borrowers.  The 
Japanese-owned  California  First  and 
Bank  of  California,  among  others, 
have  similar  plans. 

The  Japanese  banks  in  California 
obviously  have  the  backing  to  stick  it 
out  as  long  as  they  like.  But  gaining 
market  share  takes  a  long  time  in  the 
banking  business,  especially  now  that 
each  of  the  state's  four  biggest  banks, 
burned  by  forays  into  the  internation- 
al arena,  is  paying  closer  attention  to 
its  core  retail  and  commercial  busi- 
ness in  California. 

Besides,  the  banking  business  is  not 


The  Japanese  come  up  short 


California's  Japanese-owned  banks  have  been  underperformers.  Last  year  I 
they  bested  Security  Pacific,  Wells  Fargo  and  First  Interstate  only  because 
these  banks  wrote  down  Third  World  loans.  Bank  of  America  was  I 
excluded  because  of  its  continuing  Third  World  exposure. 


□  Japanese-owned  banks        fj  Big  California  banks        □  All  other  California  banks 
Return  on  assets  Return  on  equity 
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the  same  as  the  auto,  TV  or  computer 
chip  businesses.  Labor  and  funding 
costs  are  mostly  uniform  across  the 
industry,  and  the  Japanese  have  yet  to 
develop  the  kinds  of  technical  edges 
in  banking  and  financial  services  they 


achieved  in  manufacturing. 

"The  Japanese  are  good  at  hard 
ware,"  says  Takenaka  of  Peat  Mai 
wick.  "But  this  is  a  software  type  <| 
business.  They  have  their  work  ci 
out  for  them."  ■ 


Wall  Street  keeps  yelling  at  Zenith  Electron- 
ics Co.  for  not  dumping  its  moneylosing 
television  business.  Maybe  Wall  Street 
should  stop  yelling. 


Last  chance? 


By  Kathleen  K.  Wiegner 

It  seems  so  simple.  Zenith  Elec- 
tronics is  going  great  guns  with  its 
computer  business  while  its  con- 
sumer  electronics   business — chiefly 
color    TV — is    losing    money.    Wall 
Street  says  Zenith  should  get  out  of 
that  business  so  that  its  stock  price 
can  go  up  What's  Zenith  waiting  for? 
There  is.  Forbes  thinks,  a  damed 
:  <>r  Zenith  Chairman  Jer- 
i  to  tell  those  nosy  ana- 
i  lost.  TV  is  on  the  verge  of 
logical  change  since 
coloi  in  lV->4.  We  are 
>•  about  the  next  ma- 


ss 


jor  innovation  in  TV  technology, 
high-definition  television.  A  recent 
study  done  for  the  Department  of 
Commerce  figures  this  could  be  a  $50 
billion  market  in  15  years.  Just  about 
every  TV  viewer  will  want  to  buy  a 
new  set;  the  old  one  will  be  old  hat. 
The  high-definition  technology  will 
deliver  a  television  picture  nearly  as 
sharp  and  bright  as  that  produced  by  a 
35mm  camera.  When  major  techno- 
logical changes  like  this  happen,  the 
old  winners  often  become  losers,  and 
vice  versa. 

The  Japanese,  certainly,  seem  to 
have  few  doubts  and  have  thrown 
themselves  headlong  into  the  new 


technology.  Will  Zenith?  Its  execi 
tives  say  they  have  not  developed 
prototype  because  of  the  industry 
inability  to  agree  on  a  standard  f( 
broadcasting  high-definition  signa 
in  the  U.S.  The  Japanese  already  hav 
a  broadcast  standard  but  it  is  inco 
patible  with  all  currently  sold  telev 
sion  sets  and  video  recorders  (see  bo. 
p.  64).  "We  are  opposed  to  any  star 
dard  that  would  obsolete  all  sys 
terns,"  says  Pearlman,  who  believe 
the  Commerce  study's  figure  for  mai 
ket  size  is  "way  too  optimistic.  Ou 
position  has  nothing  to  do  with  tech 
nology,  it  has  to  do  with  standards. 
Indeed,  that  needs  to  be  worked  out 
but  even  before  it  is  worked  out,  som 
people  will  want  the  high-definitioi 
sets  for  viewing  special  cable  pro 
grams  and  videocassettes  shot  it 
high-definition. 

The  Japanese  have  been  working  or 
the  technology  since  1970  (long  be 
fore  anyone  else  was  thinking  abou 
improving  television)  and  currently 
have  prototypes  of  high-definitioi 
television  sets,  videocassette  record 
ers,  videodisk  players,  and  broadcas 
equipment.  Sony  Corp.  of  America  is 
already  selling  its  high-definition  vid 
eo  production  equipment  here  to  filn 
and  video  companies.  NEC,  Japan's 
giant  electronics  conglomerate,  al 
ready  sells  something  it  calls  IDTV 
(for  improved  definition  TV)  foi 
around  $2,500  in  Japan. 

Remember  the  days  when  Ameri 


FORBES,  MAY  30,  1988 


Accords  have  traditionally  been 
some  of  the  nicest  cars  to  sit  in. 

They  are  also  satisfying  on  the 
move.  The  engine  seems  to  hum 
sweetly.  Causing  is  hushed.  The 
steering,  deliriously  accurate.  And 
the  shifter  carves  to  perfection. 

The  Honda  Accord  is  world- 
class  comfortable?' 


-Car  and  Driver 


It's  enough  to  make  us  blush. 
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Can  a  new  company 

become  part  of  half  of 

America's  office 

buildings  in  just 

three  years? 

One  can... 
The  name  is  MagneTek. 

If  you're  reading  this  in  your  office,  chances  are 
you're  less  than  10  feet  away  from  one  of  our 
products. 

Because  many  products  you  use  every  working 
day  have  our  products  built  into  them.  Like  fluores- 
cent lighting  ballasts  (over  200,000  went  into  the 
World  Trade  Center  alone),  printer  and  tape  drive 
motors,  office  machine  and  microwave  oven  trans- 
formers, elevator  drives,  air-conditioning  motors, 
standby  generators,  computer  power  supplies,  and 
transformers  for  the  building  itself. 

We've  assembled  some  of  the  best-known  names 
in  the  electrical  equipment  business.  Names  that 
touch  every  industry,  most  American  homes,  and 
nearly  half  the  offices,  hospitals,  schools,  shopping 
centers  and  government  facilities  in  the  nation. 

In  a  little  over  three  years,  we've 
grown  from  an  idea  into  an  $850 
million  business.  The  idea?  Make 
the  best  electrical  equipment  in 
the  world  and  treat  customers  as 
if  they  run  the  company  — 
because  at  MagneTek,  they  do. 
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MagneTek 


The  new  first  name  in  electrical  equipment. 

•  m  it  ion,  including  a  u>p\p  of  our  Annual  Report. 

1111!  icaBlvd.,  Los  Angeles,  CA  90025. 

Or  call  1-800-541-9 

I     ed  throughout  the  U.S.  and  abroad 
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Century  Electric 
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I Indiana General 
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Jefferson  Electric 
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MagneTek 
\LomsAKs 

Mors  and  Generators 


MM  MagneTek 


National  Electric  Coil 
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Universal  Electric 
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Universal  Manufacturing 


Hartmann  presents  a  strong  case 

for  your  next  case. 


And  you  don't  have  to  be  a 
lawyer  to  need  one.  You  can  be 
an  executive.  A  sales  executive. 
A  rising  executive.  A  junior  exec 
utive.  Or,  yes,  a  lawyer. 


You  see,  the  evidence  sug- 
gests that  whatever  you  need  to 
carry  will  be  better  carried  in  a 
Hartmann.  Because  it  will  be 
fully  protected,  and  neatly  orga- 
nized. And  all  that  will  help  yoi 
make  a  good  impression. 
Quite  simply,  Hartmann  is 
^  dedicated  to  building 
the  best  case.  With 
the  best  leathers. 
The  best  tweed. The 
best  vinyl.  And  the 

best  locks. 

Hartmann.  No 
one  builds  a  better 


case. 

km 


MM 


We  don't  cut  corners. 


DuPom  '■  iter  &  stain  repcller        Sendfor  a  list  of  your  nearest  Hartmann  dealers.  Dept.5l  3 1         c  1986  Hartmann  Luggage,  Lebanon.  Tennessee  370 


Hartmann  Luggage  is  available 
at  these  and  other  fine  stores. 


ALABAMA 
Mich's 

ALASKA 

Bag  and  Baggage 

ARIZONA 

Rainey's  Luggage 

CALIFORNIA 

I Benchley  Luggage  Ltd. 
I  Boots  &  Baggage 

Century  City  Luggage 
I  Edwards  Luggage  and 
Gifts 

John's  Fifth  Avenue 

Kim's  Luggage 

Longshores  Luggage 

Luggage  Rack 

Michaels  Luggage 

Parisian  Luggage 
:  Peninsula  Luggage 
•  Richard's  Luggage  & 
Handbags 

Rooten's  Luggage 
.  Rooten's  Luggage- Mission 
Viejo 

San  Francisco  Luggage- 
Concord 

Savinar  Luggage 

Wiener's  Luggage 

CANADA 

Golds  Luggage  of  Toronto 

COLORADO 

Baggage  Claim 
Colorado  Baggage  Co. 
Complete  Traveler 
Grand  Trunk  Luggage 

CONNECTICUT 

Kabel's  Luggage  Shops 
Norwalk  Luggage 
Company 
;  Silver's  of  Westport 

DISTRICT  OF 
COLUMBIA 

Woodward  &  Lothrop 

FLORIDA 

Accents  of  Hyatt  Grand 

Cypress 
Leather  World 
Maison-Blanche 
Myers  Luggage 
Pedigo's  Luggage 
The  Luggage  Shop  of 

Jacksonville 

GEORGIA 

Deal's  Luggage  and  Gifts 

Mansours 

Morris  Bros.  Luggage 

Shop 
Rich's 
R.  Stewart  of  Savannah 


ILLINOIS 

Emporium  Luggage 
Judy  Rae's  Luggage  &  Gift 
LaBob'sCherryvale 
Marshall  Field 
Stacy's  Bags  &  Baggage 

INDIANA 

Bags  &  All 
Brenner  Luggage 

KANSAS 

Busch  Luggage  &  Leather 
Henry's  Inc. 

LOUISIANA 

Maison-Blanche 

MARYLAND 

Woodward  &  Lothrop 

MASSACHUSETTS 

Kabel's  Luggage  Shops 
Robert  Cole 

MICHIGAN 

Boulevard  Luggage  and 

Handbag  of  Detroit 
Eaton  &  Co.,  Leather  & 

Luggage 
Harrisons  of  Detroit 
Humidor  One/Panache  of 

Southfield 
Liebermann's 
London  Luggage  Shop  of 

Detroit 
Stanwoods 
Travelers  World  of  W. 

Bloomfield 

MINNESOTA 

Klein's  Luggage  &  Leather 
Luggage  'N  Leather 

MONTANA 

HartAlbin 

NEBRASKA 

His  Choice 
Travelware  Luggage 
Company 

NEW  JERSEY 

Deacon's  Luggage 
Evers  &  Fenworth 
Robinson  Luggage 

NEW  MEXICO 

Roberto's 

NEW  YORK 

Lederer-Madison  Avenue 
Protass 


hflrfe 


OHIO 

Bankhardt's  Luggage 

Shop 
Executive  Accoutrements 
Leather  Express 

OKLAHOMA 

Bag- N- Baggage 
Kambens 

OREGON 

Biagio 

Portland  Luggage 

PENNSYLVANIA 

Baggage  Car 
Deacon's  Luggage 
Robinson  Luggage 
Specialty  Luggage  of 

Pittsburgh 
Terminal  Luggage  &  Gifts 

TENNESSEE 

Loveman's 
Proffitt's 

TEXAS 

Bag- N- Baggage 
Houston  Trunk  Factory 
Marshall  Field 
Roberto's 

San  Antonio  Trunk  and 
Gifts 

UTAH 

Z.C.M.I. 

VIRGINIA 

Woodward  &  Lothrop 

WASHINGTON 

Biagio 
La  Valise 

WISCONSIN 

Haddon's 
Marshall  Field 
Wiggert's 


mm 


Handcrafted  since  1877. 
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cans  who  didn't  have  a  color  set  stood 
outside  appliance  store  windows 
watching  their  favorite  shows?  Well, 
this  summer  in  Tokyo  the  Japanese 
will  be  watching  some  of  the  Seoul 
Olympics  on  high-definition  sets — 
called  Hi-Vision  in  Japan — placed  in 
department  store  windows.  Most  ex- 
perts believe  that  Japanese-made 
high-definition  TV  sets  and  video  re- 
corders will  go  on  sale  in  this  country 
in  about  two  years. 

Sound  ominously  familiar?  Are  the 
Japanese  going  to  take  over  this  elec- 
tronics innovation  and  nail  shut  an- 
other American  opportunity  in  con- 
sumer electronics?  Americans  are  tre- 
mendous consumers  of  electronics 
products.  Last  year  total  sales  of  con- 
sumer electronics  in  the  U.S.  totaled 
$22  billion.  Are  our  companies  sim- 
ply to  cede  that  market  to  foreign 
producers? 

More  is  at  stake  than  TV  sets.  The 
high-definition  equipment  will  offer  a 
new  market  for  custom-made  com- 
puter chips — one  of  the  only  remain- 
ing chip  businesses  where  the  U.S. 

Our  electronics  trade 
balance  has  been  in 
deficit  since  1 984 — thanks 
largely  to  our  vast 
imports  of  consumer 
products.  Each  one  of  those 
imported  televisions,  video 
recorders  and  compact 
disc  players  comes  packed 
with  foreign-made 
semiconductors. 


maintains  any  technological  or  com- 
mercial superiority.  Count  on  it:  If  the 
TV  sets  are  made  in  Japan — or  even  if 
they  are  made  in  the  U.S.  by  Japanese 
companies — a  big  proportion  of  the 
chips  will  also  be  made  in  Japan. 

The  little-noticed  study  for  the  U.S. 
Department  of  Commerce  concludes 
that  high-definition  TV  is  no  gim- 
mick— that  it  will  ultimately  replace 
today's  160  million  or  so  TV  sets  in 
the  U.S.  Speaking  at  the  National  As- 
sociation of  Broadcasters  annual  con- 
vention in  Las  Vegas  in  April,  Assis- 
tant Commerce  Secretary  Alfred 
Sikes  warned:  "If  U.S.  industry  fails  to 
be  a  key  participant  in  these  advanced 
television  technologies,  the  future 
strength  of  the  U.S.  semiconductor 
industry  will  be  imperiled." 

Television  sets,  video  recorders, 
compact  disc  players  and  stereo  sys- 
tems may  not  sound  like  high  tech- 
nology anymore.  Yet  some  60%  of  the 
components  that  go  into  today's  TVs 
and  VCRs  are  not  run-of-the-mill 
parts  but  sophisticated,  application- 
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specific  chips  and  custom-designed 
parts  similar  to  those  that  show  up  in 
computers. 

High-definition  television  products 
will  use  even  more  sophisticated 
components:  state-of-the-art  1 -mega- 
bit dynamic  random  access  memo- 
ries, 32-bit  microprocessors  and  spe- 
cialized chips  to  convert  analog  sig- 
nals to  digital  and  back  again,  to  name 
a  few.  High-definition  TVs  and  VCRs 
could  well  be  the  way  the  Japanese 
move  upmarket  in  chips,  using  these 
consumer  products  to  build  econo- 
mies of  scale. 

Visionaries  like  Gordon  Moore,  In- 
tel's chairman,  saw  this  coming  sev- 
eral years  ago.  "I  see  consumer  elec- 
tronics as  the  next  big  user  of  chips," 
he  told  Forbes  in  1986.  "Advanced 
television  will  use  more  memory 
chips  than  all  the  computers  put  to- 
gether. The  unfortunate  part  is  it  is 
concentrated  in  Japan." 

And  the  unfortunate  part  of  that  is 
that  much  of  the  technology  em- 
ployed in  high-definition  TV  could 
also  spill  over  into  other  parts  of  the 
electronics  business:  data  storage,  sat- 
ellite transmission,  optical  disks  and 
computer  monitors. 

Among  manufacturing  industries, 
electronics  is  the  largest  U.S.  employ- 
er, with  2.54  million  workers.  With 
worldwide  sales  last  year  of  $370  bil- 
lion, the  U.S.  electronics  industry 
ranked  behind  only  the  transportation 
and  food  industries.  But  our  electron- 
ics trade  balance  has  been  in  a  deficit 
since  1984 — thanks  largely  to  our  vast 
imports  of  consumer  products.  Each 
one  of  those  imported  TVs,  video  re- 
corders and  CD  players  comes  packed 
with  foreign-made  semiconductors. 
There  is  no  reason  to  believe  that  for- 
eign-made high-definition  TV  sets 
won't  also  contain  mostly  foreign- 
made  chips. 

As  things  now  stand,  computers 
soak  up  some  40%  of  the  chips  pro- 
duced in  the  U.S.  Only  9%  to  10%  go 
for  consumer  electronics,  which 
means  that  this  market  has  lots  of 
room  to  grow— if  the  U.S.  could  only 
manufacture  more  oi  the  consume] 
electronic  goods  its  affluent  citizens 
want  to  buy. 

[span's  major  broadcasting  compa- 
ny, NHK,  has  rallied  that  country's 
consumer  electronics  makers  around 
a  single  standard.  In  this  country  it 
was  the  combination  of  setmaker 
and  NBC,  its  broadcast  subsid- 
....  :s  ablished  our  color  televi- 
I  Unfortunately,  no  such 
-lay  in  the  U.S.  Emu 
an  and  the  American 
j  Vssoi  iai  ion,  which  has 
!■  ii   i  major  initia- 


tive by  American  industry  to  get  into 
high-definition  TV,  are  on  the  outs. 
Zenith  says  it  will  not  be  attending 
the  meeting  of  industry  executives 
the  AEA  is  holding  in  June  to  discuss 
the  issue. 

In  January  the  Federal  Communica- 
tions Commission  established  an  ad- 
visory committee  to  come  up  with 


some  kind  of  broadcast  standard. 
Japanese  have  a  standard;  the  U.S.  hJ 
a  committee  to  talk  about  a  standard 
Japan  has  no  fewer  than  eight  majd 
manufacturers  of  TV  sets.  The  U.l 
has  one — and  Wall  Street  is  pressu 
ing  that  one  to  throw  in  the  towel. 

Now  show  us  some  vision,  Jen ' 
Pearlman.  ■ 


Stay  tuned 


T television  sets  in  the  U.S.  cut 
images  into  525  horizontal 
lines,  high-definition  sets  more 
than  double  that  number.  That's 
just  one  good  reason  you  can't 
walk  into  your  local  discount  store 
today  and  buy  an  HDTV  set. 

Today's  TV  channels,  using  a 
broadcast  format  basically  set  over 
45  years  ago,  simply  don't  have 
enough  room  to  carry 
all  the  "information" 
of  an  entire  high-defi- 
nition TV  signal.  It's 
like  asking  a  surface 
street  in  downtown 
Los  Angeles  to  bear 
rush  hour  traffic  on  the 
Santa  Monica  Freeway. 

Additional  frequen- 
cies at  the  FCC's  dis- 
posal would  help  the 
TV  broadcasters  over- 
come the  problem.  But 
the  makers  of  mobile 
radios  (used  by  police, 
fire  and  ambulance  ser- 
vices as  well  as  busi- 
nesses ranging  from 
taxis  to  pizza  delivery) 
want  those  UHF  fre- 
quencies for  their  own 
use  Cable  operators, 
who  transmit  via  satel- 
lite and  cables,  can  add 
extra  capacity  without 
going  to  the  FCC,  since 
they  don't  transmit 
over  standard  broad- 
cast frequencies.  The 
longer  the  FCC  stalls,  the  better 
the  cable  companies'  chance  of  us- 
ing HDTV  programming  to  wipe 
out  cable  television's  second-class 
status.  Their  only  worry  is  that  any 
format  designed  for  commercial 
television  would  be  less  than  ideal 
for  their  systems. 

No  less  a  problem   is  moving 

HDTV  into  the  market   without 

making  all  existing  sets  obsolete. 

Recall  the  bitter  fight  in  the  early 

(K  between  RCA,  which  had 


devised  a  color  TV  system  that 
would  not  obsolete  black-and- 
white  sets,  and  CBS,  pushing  a 
noncompatible  color  system.  RCA 
won.  Until  this  difficulty  is  re- 
solved, high-definition  sets  will  be 
bought  only  by  folks  who  are  will- 
ing to  pay  for  better  pictures  from 
cable  and  prerecorded  videotapes 
and  disks. 


Jean  Francois  Allaux 


Thus,  having  already  built  an  op- 
erating system,  the  Japanese  have  a 
head  start  in  the  potentially  huge 
high-definition  television  market. 
But  if  aspiring  U.S.  players  can  in- 
vent and  then  standardize  a  format 
that  is  compatible  with  current 
television  sets — and  if  the  FCC  can 
sort  out  the  politics  of  assigning 
space  in  the  broadcast  spectrum — 
the  Japanese  will  be  at  a  serious 
disadvantage. 

But  the  clock  is  running.— K.K.W. 
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Now  there's  a  travel  directory 
developed  exclusively  for  holders  of 
the  AT&T  Card.  Calling  On  North 
America  is  packed  with  144  pages  of 
expert  travel  advice,  photography  tips 
from  Eastman  Kodak  and  money- 
saving  coupons. 

Edited  by  the  National  Tour 
Association,  North  Americas  leading 
group  and  travel  tourism  organiza- 
tion, this  handy  guide  offers  informa- 
tion on  over  4,000  points  of  interest 
and  400  destinations  in  North 
America. 

What's  more,  Calling  On  North 
America  is  absolutely  free.  Just  fill  out 
and  mail  the  coupon  or  call  the  toll- 
free  number  below. 

If  you  don't  already  have  the 
AT&T  Card,  or  you'd  like  to  order  an 
additional  one,  just  check  the  appro- 
priate box  on  the  coupon.  The  AT&T 
Card  is  great  to  have  when  you're  on 
the  road.  It  turns  almost  any  phone 
into  your  own  phone  by  giving  you 
coin-free  access  to  the  AT&T  Long 
Distance  Network. 

So,  before  you  make  any  travel 
plans,  call  for  your  copy  of  Calling 
On  North  America  and  your  AT&T 
Card. 


1800  CALL  ATT, 
Ext.  7006 


•Applies  to  phones  that  have  AT&T 
as  their  Dial  1  long  distance  carrier 


AT&T 

The  right  choice. 

Please  send  me  my  free  copy  of 
Calling  On  North  America 

□  Please  send  me  my  free  Copy  of 
Calling  On  North  America. 

□  Please  send  me   12   3  (Circle 
number  desired)  AT&T  Cards  and  my 
free  copy  oiCalling  On  North  America 

□  I  already  have  an  AT&T  Card  Please 
send  me   1    2   3  (Circle  number 
desired)  additional  AT&T  Cards  and  my 
free  copy  of  Calling  On  North  America 

Simply  fill  out  this  coupon  and  mail  it  to: 

AT&T 

PO.  Box  99 

Totowa,  NJ  07511-9977 

Name  (exactly  as  u  appears  on  vour  phone  bill) 
Address 


Slate  Zip 

I  Area  Code)  home  telephone  number 
Local  phone  compam 

Act  Now.  Before  Your  Nexl  Trip.  Offer  Expires  12/31/88 

AT&T  Card  available  in  most  areas  FREE  BOOK  OFFER 
LIMITED  TO  ONE  BOOK  PER  HOUSEHOLD  Void  where 

pfuhibiiedb)  law  Allow  6*  weeks  for  deNcen  7006 


Diamonds  may  be  a  girl's  best  friend,  but  the  Swarovski  clai 
prefers  rhinestones.  Those  crystals  have  made  them  billionaires. 


The  De  Beers 
of  rhinestones 


first  row)  Gemot  Langes  Swarovski,  Manfred  St.,  Daniel  (standing) 
istian  Sobwemberger  Swarovski,  Gerhard,  Andreas  Scbiestl-Swarovskt 
Outliving  the  Hapsburg  Empire  and  the  Thousand  Year  Reich. 


By  Phyllis  Berman 


RHINESTONES.  FASHIONWIS 

they're  hot,  but  how  muc 
money  can  there  be  in  thj 
business  when  a  rhinestone  small* 
than  a  man's  shirt  button  sells  for  ju; 
2  cents?  Believe  it  or  not,  a  littlt 
known  but  immensely  rich  famil 
has  built  a  $l-billion-a-year  busines 
that  nets  15%  a  year  and  a  fortune  ( 
at  least  $1.5  billion  on  these  and  othf 
lowly  pieces  of  decorative  crystal. 

Meet  the  Swarovski  clan  of  War 
tens  (pop.  6,700)  in  the  Tyrolean  Alp 
of  Austria. 

For  four  generations,  far  longer  tha 
most  family  businesses  survive,  th 
Swarovskis  have  been  quietly  cuttin 
and  later  coloring  leaded  glass.  Thei 
rhinestones  and  other  sparklers  decc 
rate  everything  from  $1,500  Judit: 
Leiber  evening  bags  to  costume  jewel 
ry;  Swarovski-made  prisms  of  ever 
shape  and  size  hang  in  chandelier 
from  Carnegie  Hall  to  the  Kremlti 
The  D.  Swarovski  &  Co.  controls  ai 
astounding  75%  of  the  world's  busi 
ness  in  glass  stones  and  crystals.  It 
Alpine  factories  turn  out  30  millioi 
glass  stones  daily. 

The  De  Beers  of  rhinestones,  th 
family  has  been  called.  For  genera 
tions  the  Swarovskis  sold  their  bau 
bles  and  beads  through  dealers  whi 
resold  them  to  designers  and  manu 
facturers.  The  company  name  neve 
appeared  on  the  products.  That's  wlv 
the  family  name  is  virtually  unknowr 
outside  the  jewelry  and  decorating 
trades.  But  the  Swarovskis  are  abou 
to  become  better  known.  Slowly,  th( 
family  has  been  stepping  out  of  th« 
shadows. 

First  it  introduced  a  line  of  leadec 
glass  animal  figurines  called  Silvei 
Crystal.  Then  it  brought  out  a  line  o: 
crystal  jewelry  bearing  the  Swarovsk; 
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name.  Finally,  it  provided  financial 
backing  to  Irving  Gerstein  of  Cana- 
da's Peoples  Jewellers  Ltd.  so  that 
Gerstein  could  complete  his  yearlong 
quest  for  Zale,  the  world's  largest  re- 
tail jewelry  chain.  In  the  process,  the 
Swarovski  family  became  the  half- 
owners  of  a  once  publicly  owned  U.S. 
corporation. 

How  did  an  obscure  company  ob- 
tain a  hammerlock  on  such  a  lucra- 
tive market?  First  by  becoming  and 
remaining  the  technological  leader  in 
its  business,  and  now  at  last  becoming 
adept  marketers. 

Making  crystal  is  an  ancient  pro- 
cess. You  mix  quartz,  sand,  soda,  pot- 
ash and  lead  oxide  in  large  melting 
furnaces  at  temperatures  up  to  1,500 
degrees  Celsius.  Coloring  is  done  by 
inducing  various  metallic  oxides  to 
settle  on  the  stones'  sur-. 
faces.  The  glass  is  then 
cut,  using  precision  opti- 
cal methods.  Isn't  this  the 
kind  of  business  that  poor 
countries  can  easily  enter, 
using  labor  that  costs  a  lot 
less  than  in  high-stan- 
dard-of -living  Austria? 
Apparently  not.  The 
Swarovskis  claim  to 
spend  6%  of  sales  annual- 
ly on  research  and  new 
product  development. 
The  company  has  400  pat- 
ented machines  of  its  own 
design  from  which  it 
turns  out  more  than 
250,000  different  shapes, 
sizes  and  colors  of  stones. 

Repeated  attempts  by 
the  Taiwanese  and  Kore- 
ans have  failed  to  crack 
the  near-monopoly — due 
in  good  part  to  a  security 
system  that  would  do  the 
Pentagon  proud. 

Thanks  to  their  propri- 
etary   technology,    stone 

dealers  in  the  U.S.  agree,     

competitors'  products  are  far  inferior. 
The  Swarovskis'  only  competition 
comes  from  west  Czechoslovakia, 
once  known  as  Bohemia,  the  cradle  of 
the  hand-cut  glass  industry.  But  listen 
to  New  York  dealer  Paul  Gottfried  on 
the  subject  of  Czech  stones:  "The 
Czechs  haven't  been  able  to  turn  out 
accurately  sized,  precision-faceted 
and  polished  stones  when  the  fashion 
demands  them.  So  you  either  buy 
from  the  Swarovskis  and  get  today's 
fashions  when  you  want  them,  or  go 
discount  and  get  yesterday's  styles 
from  the  Czechs." 

Make  no  mistake.  This  is  a  fashion 
business,  subject  to  all  the  fickleness 
that  implies.  Stone  dealers  in  Provi- 


FORBES,  MAY  30,  1988 


dence,  R.I.,  the  center  of  the  U.S.  jew- 
elry business,  have  in  their  store- 
rooms hundreds  of  little  bags  of  fake 
stones  dating  back  to  the  1930s  that 
the  customers  didn't  like.  Edmond 
Robinson,  who  has  been  in  the  busi- 
ness for  41  years,  operates  out  of  a 
sixth-floor  loft  in  a  dilapidated  part  of 
town.  He  opens  a  bag  and  fingers  the 
mauve-colored  stones.  "These  just 
didn't  sell,"  says  he. 

Wattens  in  Austria  is  what  is 
known  in  German  as  gemutlich — re- 
laxed and  cozy — but  the  family  that 
dominates  the  town  is  anything  but 
that.  "Don't  bother  to  go  to  Wattens," 
advised  one  U.S.  dealer.  "They'll  just 
offer  you  some  schnapps  and  show 
you  the  museum.  You'll  never  see 
their  factories.  They'll  never  tell  you 
anything  about  themselves." 


Sceve  Sherman 


Swarovski  chandeliers  in  Carnegie  Hall 

A  $1.5  billion  fortune  from  baubles  and  beads. 


The  dealer,  it  turned  out,  was  well- 
meaning,  but  his  information  was 
somewhat  out  of  date.  We  had  hap- 
pened upon  the  Swarovskis  just  when 
the  family  had  decided  to  become 
more  visible.  A  bit,  that  is.  Six  of  the 
seven  members  of  the  Swarovski 
Beirat,  or  board  of  directors,  did  meet 
with  Forbes  in  a  three-story,  white, 
Bohemian-style  wood  house  that  was 
once  the  home  of  company  founder 
Daniel  Swarovski.  They  toid  a  fasci- 
nating story  of  business  continuity,  a 
continuity  that  can  have  few  parallels 
anywhere  in  the  world. 

The  members  of  the  board  who  met 
with  Forbes  represent  31  sharehold- 
ers, all  descendants  of  Daniel  Swar- 


ovski. The  directors  insisted  on  meet- 
ing Forbes  en  masse.  The  meeting 
was  rather  strained.  Most  aloof  and 
uncommunicative  was  Gemot 
Langes-Swarovski,  44. 

The  meeting  with  Forbes  was  the 
first  time  in  memory  that  the  family 
had  agreed  to  talk  at  length  with  a 
reporter.  Langes-Swarovski  had 
talked  with  Trend,  an  Austrian  busi- 
ness magazine,  when  it  named  him 
man  of  the  year  because  of  the  Zales 
deal,  the  biggest  takeover  in  Austrian 
history.  Trend  made  it  appear  that 
Langes-Swarovski  is  the  effective 
chief  executive  of  the  operation, 
though  that  title  does  not  exist  in  this 
family-run  business.  The  story  put 
considerable  strain  on  the  family's  co- 
hesiveness,  raising  tension  between 
cousin  and  cousin. 

What  emerged  from 
these  pioneering  meetings 
with  the  media  is  a  fasci- 
nating tale  of  a  family  that 
not  only  survives  but 
thrives  despite  these  ten- 
sions. The  founder,  Dan- 
iel Swarovski,  left  his  na- 
tive Bohemia  in  1895  with 
a  new  invention  for  cut- 
ting glass.  He  left  home 
because  he  was  afraid  that 
the  specifics  of  his  inven- 
tion would  leak  to  com- 
petitors if  he  stayed  in  Bo- 
hemia. He  moved  to  re- 
mote, isolated  Wattens, 
bought  a  textile  mill  and 
turned  it  into  the  world's 
first  hydroelectric  glass- 
cutting  plant. 

Unlike  his  great-grand- 
father, Langes-Swarovski, 
the  family's  most  promi- 
nent member,  grew  up 
rich.  But  in  the  four  gener- 
ations that  have  elapsed 
since  the  family  came  to 
Wattens,  it  has  not  shed 
its  work  ethic.  As  a  young 


man  growing  up  during  the  1960s, 
Langes-Swarovski  didn't  have  time 
for  such  things  as  the  Beatles.  Today, 
traveling  three  out  of  four  weeks,  he 
has  little  time  for  social  life.  Though 
he  doesn't  attend  church  regularly, 
and  he  married  a  divorcee  whom  he 
met  when  she  was  someone  else's 
wife,  he  prays  every  night.  He  doesn't 
drink  hard  liquor.  He's  in  bed  most 
nights  by  10.  So  reported  Trend,  the 
Austrian  publication. 

True,  but  not  all  the  truth.  Behind 
the  public  image,  Langes-Swarovski 
lives  the  good  life — but  discreetly.  He 
has  a  home  in  Sardinia  where  his  fam- 
ily spends  part  of  their  summers. 
There  is  a  mansion  on  the  bay  in  Palm 
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Beach  (recently  purchased  from  Irwin 
Jacobs),  a  cattle  ranch  in  Venezuela ,  a 
hunting  lodge  in  Argentina  and  a  hill- 
top home  with  indoor  pool  overlook- 
ing the  mountains  outside  Wattens. 
And,  of  course,  an  apartment  in  Zu- 
rich, where  the  international  opera- 
tions headquarters  are  situated. 
Langes-Swarovski's  wife,  Maya,  hob- 
nobs with  the  celebrity  set.  She 
counts  Estee  Lauder,  Mrs.  Max  Fisher 
and  Dina  Merrill  among  her  friends 
and  gives  the  glamour  image  to  the 
Swarovski  operation.  Maya  appeared, 
without  her  husband,  when  the  fam- 
ily gave  a  party  to  celebrate  the  re- 
opening of  Carnegie  Hall  with  its 
Swarovski  chandeliers. 

Still,  Trend's  austere  image  is  not 
entirely  wrong;  neither  is  it  irrele- 
vant. The  puritanical  image  might 
seem  quaint  in  modern  America  but 
reads  especially  well  in  today's  Aus- 
tria. Marketing  director  Martin  Ha- 
lusa,  who  has  an  M.B.A.  from  Harvard 
and  who  became  Langes-Swarovski's 
assistant  after  working  for  the  Boston 
Consulting  Group  for  six  years,  ex- 
plains: "(The  company]  is  like  a  feudal 
kingdom.  Langes-Swarovski  is  like  a 
benevolent,    strong,    visionary    lord. 


A  glass  ou  'I  from  the  Su  aroi  'ski  menagerie 
For  a  class  image,  limited  editions. 

And  that  is  what  makes  Swarovski 
successful.  There  is  a  complete  iden- 
tification of  the  work  force  with  its 
management." 

There  is  something  to  this  image  of 
benevolence.    The    family    provides 


low-interest  housing  for  two-thirds  of 
its  work  force,  sponsors  the  local 
band,  provides  a  bonus  system  that 
exceeds  the  requirements  of  Austria's 
social  democratic  state.  The  workers 
look  to  the  Swarovskis  not  only  for 
their  security  but  for  the  security  of 
generations  to  come.  There  is  a  com- 
pany union,  but  it  encourages  loyalty 
among  the  work  force.  Says  one  union 
man,  "Where  we  are  bom,  we  wish  to 
die."  Of  3,000  workers,  100  have 
worked  at  Swarovski  35  years  or 
more;  600  more  have  worked  there 
25  years. 

If  all  this  emphasis  on  continuity 
and  austerity  sounds  peculiar,  re- 
member this:  Four  generations  of 
such  market  dominance  is  remark- 
able by  any  standards.  The  more  re- 
markable considering  the  terrible  up- 
heavals that  have  racked  Central  Eu- 
rope in  the  nine  decades  of  the  compa- 
ny's existence.  Survival  is  a  strongly 
developed  instinct  here.  When  the 
Nazis  goose-stepped  into  Austria  50 
years  ago,  the  family  was  prepared.  In 
an  act  of  benevolent  self-interest, 
they  supplied  an  important  stone 
dealer,  a  Jewish  businessman  from 
Czechoslovakia        named        Ernest 


Black  sheep 


Nearly  every  family  has  its  black  sheep,  and  the 
Swarovskis  are  no  exception.  Manfred  Swarovski 
Jr.,  47,  is  one  of  the  3 1  shareholders  in  the  D.  Swarovski 
&  Co.  He  is  also  a  felon,  having  been  caught  selling 
U.S.  military  equipment  to  the  Soviet  Union.  In  1978 
he  was  convicted  of  attempting  to  export  a  military 
camera,  the  KB25A,  from  the  U.S.  without  a  license.  It 
was  designed  to  be  used  as  a  gunsight  camera  on  the  F-4 
fighter.  Swarovski's  intended  customer  was  the  Soviet 
Union 

Here  s  how  it  happened.  Manfred  Jr.  developed  a 
business  to  sell  glass  beads  as  components  of  highway 
markers.  He  developed  a  trading  business  with  Eastern 
bloc  countries  as  an  outgrowth.  Beginning  in  1973  he 
broadened  his  trading  interests,  attempting  to  buy  such 
items  as  night  surveillance  equipment,  beryllium  mir- 
rors for  use  in  satellites,  radiation-shielding  materials 
and  long  distance  \  lewing  systems.  Intended  customer 
for  all  these  items  was  the  U.S.S.R.  He  also  built  a 
refraction  bead  plant  for  the  Soviets  within  the  Soviet 
Union.  At  the  time  of  the  camera  incident,  his  invest- 
ment in  this  plant  was  on  his  mind. 

By  1975  Manfred  Jr.  owned,  among  other  things, 
three  glass  bead  outfits,  two  in  Canada — Canosphere 
Industries  Ltd.  and  Swarolite  of  Canada  Ltd. — and  one 
in  the  U.S.,  Swarolite  of  Columbia,  Tenn.  The  Canadi- 
an operations  ordered  four  cameras  of  various  types, 
luding  i he  RB25A  from  Photo-Sonics,  a  California 
informed  bv  Photo-Sonics  that  a  license 
tb<  State  Department  was  required  to  export  the 
•mplovee  of  Swarolite  Ltd.  requested  that 


the  camera  be  shipped  to  its  Tennessee  office. 

The  camera  manufacturer  smelled  a  rat,  and  notified 
customs.  Customs  agents  were  present  when  the  cam- 
era arrived  at  a  post  office  box  in  Columbia,  Tenn.  in 
the  name  of  Swarolite.  An  employee  of  the  company 
delivered  the  camera  to  Manfred  Jr.  at  a  motel  in 
Columbia.  By  then  Manfred  Jr.  was  under  constant 
surveillance;  when  he  arrived  in  New  York,  a  customs 
agent  posed  as  a  taxi  driver  and  drove  him  to  the 
Waldorf-Astoria.  Manfred  Jr.  had  reservations  for  a 
Lufthansa  flight  but  switched  shortly  before  that  flight 
to  Pan  Am.  Several  agents  converged  on  the  Pan  Am 
waiting  and  baggage  area,  where  they  found  Swarovski 
and  his  luggage  with  the  camera.  At  the  time,  there 
were  notes  on  his  Pan  Am  ticket  projecting  profits  on 
the  Soviet  plant. 

To  spare  his  family  the  glare  of  publicity,  Manfred  Jr. 
waived  a  jury  trial  and  pleaded  guilty  to  a  minimal 
felony.  At  that  point,  the  Austrian  establishment 
closed  ranks  behind  him.  Austrian  Chancellor  Bruno 
Kreisky  wrote  to  President  Carter  on  his  behalf,  and  the 
consul  general  of  Austria  appeared  before  the  judge 
trying  the  case,  saying,  "Swarovski  is  as  familiar  a 
name  in  Austria  as  the  Mellons  or  Rockefellers  in  New 
York.  It's  intimately  connected  with  the  fate  of  the 
country."  Nonetheless,  Manfred  Jr.  got  the  maximum 
sentence,  two  years,  and  spent  nine  months  in  Allen- 
wood  federal  prison.  Now  he  has  returned  to  the  glass 
bead  business  in  Austria.  "He  was  never  working  at 
this  company,"  says  his  father,  Manfred  Sr.  He  does, 
however,  remain  a  shareholder. — P.B. 


FORBES,  MAY  30,  1988 
WzU 


HE  BEST  WAY  TO  LOCK  IN  THE 
LOWEST  AVAILABLE  FARE 
24  HOURS  A  DAY.  EVERY  DAY . . 


No  matter  where  you  travel,  the  best  way  to 
ensure  that  you're  flying  on  the  lowest  available 
tare  is  with  the  Gold  Card®  and  American 
Express®  Envoy  24-hour  travel  service.  Yours, 
only  with  Gold  Card  membership. 

Every  airline  reservation  made  through  American 
Express  Envoy  is  checked  twice  for  the  lowest 
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Lowenstein,  when  he  escaped  to  New 
York.  Routing  the  shipment  through 
Kobe,  Japan,  the  Swarovskis  sent 
Lowenstein  in  New  York  a  big  con- 
signment of  stones.  Using  these 
stones,  Lowenstein  was  able  to  serve 
the  American  market  throughout 
World  War  II,  a  time  when  shipments 
from  Austria  were  impossible. 

The  Nazis  promptly  ordered  the 
company  to  stop  producing  baubles 
and  instead  make  binoculars  and  rifle 
lenses  for  the  German  army.  Boasts 
Manfred  Swarovski,  Sr.,  72:  "[The  Na- 
zis) were  surprised  at  how  fast  we 
were  able  to  make  top-quality  items." 
At  the  height  of  the  war  the  factory 
was  turning  out  7,000  binoculars  a 
month.  Today  it  still  manufactures 
high-quality  binoculars  for  the  ma- 
rine and  hunting  markets, 
though  opticals  provide 
only  about  $100  million 
in  sales  per  year. 

When  the  war  ended, 
the  Swarovskis  were  in 
trouble:  By  Allied  orders, 
all  plants  that  had  been 
used  to  produce  war  mate- 
riel for  the  Nazis  were 
supposed  to  be  destroyed. 
The  family  played  on  the 
fact  that  one  of  its  original 
backers  was  Jewish.  It  also 
gained  the  support  of  an 
American  colonel  who 
helped  assure  that  the 
plant  not  only  survived 
but  received  raw  materi- 
als from  Germany  to  be- 
gin operations  again.  A 
French  intelligence  agent  was  also  of 
service.  Both  later  went  to  work  for 
the  company. 

Having  earlier  survived  the  collapse 
of  the  Austro-Hunganan  Hapsburg 
empire,  the  company  thus  outlived 
the  Thousand  Year  Reich. 

After  World  War  II,  the  third  gener- 
ation of  the  family  began  running  the 
company.  Daniel  Swarovski  had  three 
sons,  each  of  whom  inherited  30%  of 
the  company.  But  only  one  of  these 
sons,  Fritz,  had  sons  of  his  own: 
Manfred  Sr.  and  Daniel  II.  These  two 
grandsons  of  the  founder  ran  the  busi- 
ness throughout  much  of  the  1950s 
and  1960s. 

Wisely,  the  new  bosses  concentrat- 
ed solely  on  technology.  The  family 
turned  marketing  over  to  Ernest 
Lowenstein,  who  was  made  sole  mar- 
keting agent  for  the  U.S.,  Asia  and 
Latin  America.  Manfred  Nayer,  a  pri- 
vate aide  to  Langes-Swarovski  re- 
calls !  he  third  generation  was  deep- 
ly imprinted  by  the  experiences  after 
World  War  1  It  made  machines  that 
could  make  top-quality  product  and 


70 


could  easily  switch  to  meet  the  fash- 
ion needs  of  the  market.  When  the 
business  boomed  in  the  late  1940s  and 
1950s,  Swarovski  was  the  biggest 
earner  of  foreign  currency  in  Austria. 
But  rhinestones  and  crystals  went 
in  and  out  of  fashion  in  Europe  and 
the  U.S.  over  the  next  three  decades. 
This  was  a  terrible  problem  for  a  man- 
agement operating  in  a  country  where 
layoffs  are  virtually  impossible. 
"Over  time  the  family  brought  in  24 
different  university-educated  manag- 
ers to  help,"  says  Josef  Schwaiger, 
Manfred's  right-hand  man  until  1975. 
They  diversified  by  going  into  the  cut- 
ting of  real  gemstones,  by  producing 
crystals  for  chandeliers,  and  even 
lenses  for  eyeglasses.  Even  so,  after 
the  1974  downturn,  the  company  had 


Wattens,  Austria  (pop  6,  00) 

Cozy  town,  jet-set  family. 


to  fire  1,600  workers,  half  the  work 
force.  Family  members  received  death 
threats.  Politicians  railed  at  them. 
The  government-owned  bank  refused 
to  extend  credit.  And  the  unions  were 
out  for  blood. 

Enter  the  family's  fourth  generation 
of  managers,  the  group  that  still  runs 
the  business.  This  includes  two  of 
Manfred  Sr.'s  sons,  Helmut  and 
Christian  (see  box  on  Manfred  Sr  s  third 
son,  p  68).  This  also  includes  the  sons 
of  the  two  branches  of  the  family  not 
represented  in  third-generation  man- 
agement: Langes-Swarovski  and  his 
cousins  Christian  Schwemberger- 
Swarovski  and  Andreas  Schiestl- 
Swarovski.  Each  of  the  three  branches 
Mites  30%  of  the  firm's  shares.  (The 
remaining  10%  belongs  to  an  assort- 
ment of  other  relatives.)  This  struc- 
ture gives  no  one  branch  of  the  family 
complete  control. 

The  fourth  generation's  most  astute 
move  was  the  development  of  the  line 
of  crystal  glass  animals,  Silver  Crys- 
tal. The  glass  menagerie  began  as  an 
experiment  by  a  factory  engineer.  The 


first  line,  particularly  a  little  glasi 
mouse,  was  an  astonishing  success 
But  the  Swarovskis  made  a  strategii 
mistake:  They  did  not  limit  distnbu 
tion.  The  animals  were  sold  throu; 
hundreds  of  outlets,  including  souve 
nir  shops,  cheapening  their  image 
Worse,  they  were  copied  by  outfit; 
that  used  Swarovski  glass  beads  fo: 
raw  material  and  bragged  about  it  on) 
their  labels. 

Enter   Boston    Consulting,    which 
counseled  that  Swarovski  should  in 
troduce  limited  editions,  much  lik 
Hummel,  so  that  consumers  woul 
feel  that  this  year  would  be  their  only 
chance  to  purchase  a  glass  woodpeck 
er  that  retails  for  $165,  for  example 
Boston  Group  has  also  advised  thi 
company  to  limit  distribution  in  the 
U.S.  to  outlets  that  woul 
lend  the  menagerie  a  high- 
class  image,  and  to  estab- 
lish the  Swarovski  Collec- 
tor's   Club,    which    now 
boasts  40,000  dues-paying 
members. 

The  company  also  got 
tough  with  competitors, 
suing  and  winning  to  pre- 
vent them  from  using  the 
Swarovski  name  on  their 
products. 

At  least  15  competitors 
entered  the  business  in 
the  U.S.,  but  the  Swarov- 
skis still  control  40%  of 
the  glass-animal  market. 

Now  marketing-driven 
as  well  as  technology- 
— -  driven,  the  company  de- 
cided to  continue  branching  out  and 
to  pour  big  money  into  product  devel- 
opment. In  charge  of  development  is 
cousin  Helmut  Swarovski,  who  as  a 
teenager  built  his  own  glassmaking 
furnace  and  experimented  with  an  ar- 
ray of  melting  processes.  Today  Hel- 
mut Swarovski's  responsibilities  in- 
clude protecting  the  company's  tech- 
nological edge  and  coming  up  with 
new  products.  One  of  his  most  impor- 
tant jobs  is  making  Silver  Crystal  de- 
signs more  intricate  without  adding 
prohibitive  expense  to  their  manufac- 
turing process. 

Two  years  ago  the  Swarovskis  in- 
troduced two  lines  of  their  own  jewel- 
ry. At  the  top  end  is  the  Signature  line 
of  costume  jewelry,  which  will  retail 
for  anywhere  from  $50  to  $750.  The 
plan  is  to  influence  fashion  and  thus 
consumer  demand.  Says  Maya  Swar- 
ovski, Langes-Swarovski's  pencil- 
slim  and  charming  wife,  "Now  wom- 
en can  mix  both  real  and  costume 
jewelry.  My  friends  don't  differenti- 
ate." (The  day  Forbes  met  Maya 
Swarovski  in  her  Wattens  home,  how- 


FORBES,  MAY  30,  1988 


HE  BEST  WAY  TO  GET  CAR  RENTAL 
LOSS  AND  DAMAGE  INSURANCE 
AT  NO  EXTRA  CHARGE... 


When  you  rent  an  automobile 
with  the  Gold  Card®  Car  Rental 
Loss  and  Damage  coverage  for 
up  to  the  full  value  of  the  car 
is  yours.  Automatically.  At  no 
extra  charge. 

To  take  advantage  of  the  coverage, 
decline  the  standard  collision 
damage  waiver  or  similar  option 
offered  by  the  car  rental  company. 
And  save  up  to  S 10  a  day  on 
collision/loss  damage  waiver  fees. 

The  Gold  Card.  There's  no  more 
convenient  way  to  pay  for  your 
automobile  rental.  And  now  it's 
the  best  way  to  pay  less  for  it. 

To  acquire  the  Gold  Card,  call 
1-800-458-AMEX. 
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■  SERVICES 

©  1988  American  Express  Travel  Related  Services  Company.  Inc 


S  WITH  THIS. 


THE  GOLD  CARD 


Underwritten  by  National  Union  Fire  Insurance  Company 
of  Pittsburgh.  PA.  Coverage  is  subject  to  the  terms,  condi- 
tions, and  exclusions  of  the  policy. 

This  is  excess  coverage  that  reimburses  for  eligible  losses 
not  covered  by  other  sources  of  insurance  or  reimburse- 
ment. Certain  expensive,  exotic,  and  antique  cars  are  not 
covered. 


The  Zale  connection 


How  Canada's  tiny  Peoples  Jew- 
ellers Ltd.  got  control  of  Zale 
Corp.,  the  world's  largest  jewelry 
retailer,  is  the  stuff  of  drama.  Zale 
had  1,225  stores  and  over  $1  billion 
in  sales.  Peoples'  sales  were  under 
$200  million  and  its  net  worth  less 
than  one-fifth  of  Zale's. 

In  1980  Irving  Gerstein,  whose 
grandfather  started  Peoples,  decid- 
ed there  was  no  more  growth  in  the 
Canadian  market.  He  borrowed 
$70  million  from  the  banks  at  vari- 
able rates  and  bought  15%  of  Zale. 
Within  a  year  a  recession  hit  and 
the  jewelry  industry  suffered  as  the 
price  of  gold  declined. 

Zale's  response?  It  relied  on  pro- 
motions, it  had  so  many,  the  joke 
in  the  industry  was  "Sales,  er  ex- 
cuse me,  Zale's."  Gerstein  wanted 
out,  but  Zale  refused  to  buy  back 
the  stock  held  by  Peoples.  Ger- 
stein, hard-pressed  to  service  the  debt,  had 
50%   more  of  Peoples'  nonvoting  A  stock 
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Peoples  Jewellers'  Itring  Gerstein 

The  Swarovskis'  deep  pockets  swung  the  Zale  deal. 


to  issue 
in  three 
different  offerings  over  the  years,  each  at  a  lower  per- 
share  price. 

Then  along  came  Drexel  Bumham  Lambert  and  the 
marvels  of  junk-bond  financing.  Gerstein  made  three 
offers;  the  Zale  family  turned  down  all  of  them.  Enter 
the  Swarovskis.  The  Austrians  were  initially  interested 
in  picking  up  Zale  assets  but  Gerstein  needed  the 
Swarovskis  for  equity.  In  the  spring  of  1986  Gerstein 
boarded  the  Swarovski  jet  and  visited  with  Maya  and 
Gemot  Langes-Swarovski  at  Wattens.  By  the  end  of 
October,  they  had  a  deal.  Gerstein,  with  the  backing  of 
the  Swarovskis,  got  the  banks  to  lend  enough  so  that  he 
could  put  the  first  all-cash  offer  on  the  table — $50  a 
share  for  stock  that  had  traded  for  $29  a  year  earlier. 
Zale's  own  investment  bankers  refused  to  call  the  offer 
inadequate,  so  the  Zale  board  caved. 

By  Christmas  Zale  was  private.  The  Swarovskis  and 
Peoples  each  owned  50%.  Within  months  Drexel 
raised  $700  million  in  iunk  bonds,  $380  million  of 


which  was  used  to  repay  the  banks.  Peoples  now  has 
$72  million  at  risk,  not  much  more  than  when  it 
owned  a  mere  15%  of  Zale.  The  Swarovskis  are  equally 
well  situated. 

With  Gerstein  in  charge,  Zale  closed  all  its  manufac- 
turing operations  in  New  York  and  Puerto  Rico,  dis- 
posed of  its  diamond  inventory  and  cut  its  high-cost  ad 
campaigns.  That  reduced  expenses  by  $80  million  and 
left  Gerstein  free  to  bargain  hard  with  vendors  to  stock 
the  stores.  Gerstein  has  already  improved  net  earnings 
at  Zale,  from  $20  million  to  $30  million  in  the  last 
three  quarters  of  1987,  and  declared  a  $5  million  divi- 
dend for  each  partner. 

There's  another  big  plus  in  the  deal  for  the  Swarov- 
skis. Many  Zale  stores  now  carry  their  jewelry,  and 
some  carry  Silver  Crystal.  Of  Zale,  Langes-Swarovski 
says:  "We  look  at  this  as  a  totally  passive  investment, 
nothing  more."  Yet  production  in  the  Swarovskis'  U.S. 
operations  is  up  30%  since  the  acquisition.  And  next 
year  the  Swarovskis  will  open  another  plant  on  the  East 
Coast.— P.B. 


ever,  she  wore  only  the  real  thing.) 
Today  the  Swarovski  fashion  icwelry 
is  displayed  in  over  700  of  the  Zale 
stores  in  malls  across  the  U.S.  as  well 
as  in  department  stores  like  Saks  Fifth 
Avenue  and  Lord  &  Taylor. 

But  fads,  by  definition,  fade.  What 
happens  when   women   tire  of  fake 
stones?  Helmut  and  his  designers  are 
working  on  new  lines.  On  display  in 
one  of  the  family  houses  in  Wattens  are 
the  truits  of  these  efforts,  which  in- 
clude every  thing  from  crystal  clocks  to 
trophies.  Next  year  the  company  will 
duce  Swarovski  tablewear. 
Th«  Swarovski  company  is  fast  be- 
multinational    Outside   the 
,  party  began  a  decade  ago 
i  hies  and  beads  directly 


to  manufacturers,  bypassing  dealers 
where  possible.  (It  can't  do  this  in  the 
U.S.  because  of  a  consent  decree  it 
was  forced  to  sign  with  the  antitrust 
division  of  the  Justice  Department  in 
1962,  although  it  is  letting  attrition 
reduce  the  number  of  dealers!  It  has 
built  manufacturing  and  assembly  fa- 
cilities in  such  countries  as  Brazil, 
Korea  and  West  Germany.  Now  it's 
going  retail.  The  company  has  pur- 
chased 27  fashion  jewelry  stores  in 
Australia,  opened  24  in  Asia,  35  in 
England  and  one  in  Paris.  In  the  U.S. 
the  Swarovskis'  Rhode  Island  opera- 
tion assembles  and  distributes  Silver 
Crystal  and  now  iewelry.  With  the 
Zale  purchase,  the  company  has 
gained  access  to  over  1,000  outlets. 


What  is  perhaps  most  remarkable 
in  all  this  is  how  the  family  has,  de-l 
spite  the  tensions,  pulled  together] 
through  four  generations.  This  takes 
working  at.  When  the  late  Hebe  Dor-I 
sey,  fashion  editor  of  the  Internationa^ 
Herald  Tribune  in  Paris  and  a  powerfi 
arbiter  of  fashion,  encouraged  M 
Swarovski  to  design  her  own  line  of] 
jewelry,  her  husband  vetoed  the  idea.| 
"All  that  attention  might  have  causec 
jealousies  in  the  family,"  says  Maya. 

Now  a  fifth  generation  waits  in  thel 
wings.  If  their  fathers'  ambitious  ex-l 
pansion  succeeds,  then  the  questionsl 
will  be:  Can  they  hold  the  family  to-| 
gether?  Can  they  build  on  basic  busi- 
nesses? If  they  can,  this  family  sagaj 
will  become  even  more  remarkable. 
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Powerful  16-megabit  built-in  memory  makes 
lie  Canon  FAX-730  the  most  intelligent  facsimile  ever. 


Clearly,  the  Canon  FAX-730  has  set 
ore  sophisticated  standard  for  fac- 

i  iles.  The  FAX-730  demonstrates  how 
power  ot  memory  and  intelligent 
ures  together  in  a  facsimile  allow 

.  to  control  your  entire  fax  operation. 

■  nultifile  capabilities,  backed  by  a 

i  verful  16-megabit  built-in  memory, 
<e  bigger  and  more  complex  com- 

■  ncations  easier  than  ever  before. 

With  the  FAX-730s  huge  multifile 
nory  for  the  first  time  ever,  you  can 
e  your  documents  for  batch  trans- 
sion  whenever  you  want.  And  the 


FAX-730  automatically  sends  every 
document  to  each  location  in  a  single 
economical  batch. 

At  the  same  time,  the  FAX-730's 
ample  memory  lets  it  carry  out  a  lot  of 
other  functions.  Like  providing  up  to  32 
confidential  mailboxes,  memory  polling, 
and  up  to  31  designated  times  for 
delayed  transactions.  Or  relay  broad- 
cast, which  lets  you  relay  your  faxes 
through  other  facsimiles— local  distribu- 
tion means  long-distance  calls  at  local 
rates.  And  it  even  temporarily  stores 
faxes,  even  when  the  paper  runs  out. 


Finally,  the  FAX-730's  tremendously 
talented  16-megabit  (112  document 
pages")  memory  is  backed  up  by  fast 
response.  Input  is  by  quick-scan 
method,  and  transmission  moves  as 
fast  as  12  seconds  a  page*  Making  the 
FAX-730  the  smartest,  most  versatile, 
high-volume  facsimile  around. 


•Based  on  CCIT 


Canon 

THE  FASTEST  WORDS  IN  BUSINESS  COMMUNICATIONS. 


1  En|oy  easy  extended  payments 
J   with  the  Canon  Credit  Card  Ask  for  details 
at  participating  Canon  dealers  and  retailers 
—>  Available  only  in  U  S 


The  Up  &  Comers 


By  Julie  Schlax 


Movers 


The  complexity  and  richness  of  the  U.S. 
economy  never  ceases  to  amaze.  Comes 
now  a  young  man  who  has  created  a 
thriving  business  remodeling  closets. 

The  closet  as 
status  symbol 


■  -  founder  Neil  Halter 
>«?  nose  for  a  profitable  niche. 


Neil  Balter,  27,  is  the  founder 
privately  held  California  Closet  C| 
He  would  appear  to  have  much 
common  with  Barry  Minkow,  the  2] 
year-old  founder  of  defunct  carpj 
cleaner  ZZZZ  Best,  who  is  in  \z 
awaiting  trial  on  federal  charges 
securities  fraud,  racketeering,  barl 
and  tax  fraud  and  money-launderinl 
Baiter  and  Minkow  attended  the  sanl 
high  school  in  Reseda,  north  of  L([ 
Angeles.  They  used  the  same  ban| 
Bank  Leumi.  They  appeared  on  Tl 
talk  shows  along  with  other  fresll 
faced  business  tycoons. 

But  there  the  similarities  end.  Balt^ 
says  they  were  anything  but  frienc 
and  differed  sharply  over  busined 
methods  and  philosophy.  "Barry  wa 
my  nemesis,"  says  Baiter.  Sparks  fle^l 
when  the  two  were  interviewed  lag 
year  by  Oprah  Winfrey.  An  excerpt: 

Minkow:  "Think  big,  you'll  be  bijj 
Think  positive,  you'll  be  positive." 

Baiter.  "Barry,  you  know  why  youn| 
entrepreneurs  go  out  of  business?  Be 
cause  they  go  into  business  undercap 
italized  and  overoptimistic.  You  don1! 
go  in  thinking  you're  going  to  be 
millionaire  at  the  end  of  six  months,  j 

Minkow:  "Wait  a  minute.  .  .  .  Excus^ 
me,  Neil,  your  sales  were  $17  millior 
mine  are  $50  million.  End  of  story. 

And  it  was,  for  Minkow. 

Baiter?  He's  doing  fine,  thank  youl 
His  Woodland  Hills-based  company  i  I 
now  the  nation's  largest  closet  make! 
over   outfit   and   has   80   franchisee 
stores  and  3  company-owned  outled 
in  32  states,  Canada  and  Australia! 
Last  year  the  company  claimed  sysj 
temwide  revenues  reached  $35  mill 
lion,    of    which    California    Closet'; 
share  was  over  $4  million.  System 
wide  revenues  this  year  are  projecte 
to  reach  $48  million — although  then 
are  no  guarantees. 

California  Closet  has  found  but  on 
of    many    thousands    of    profitabl 
niches    the   growing    U.S.    econom 
keeps  creating.  The  company  orga 
nizes  people's  closets.  For  an  averag 
of  $400  California  Closet  will  dis-l 
patch  a  consultant  to  a  customer's 
house,  size  up  the  closet  space  and| 
needs,  and  design  and  build  the  closet. 

"The  average  closet,"  says  Baiter, 
"is  an  inefficient  arrangement  of  one 
rod  and  one  shelf.  Often  the  result  is  a 
60%  waste  of  available  space,  the  oth- 
er 40%  usually  a  jumbled  mess.  We 
can  double  the  storage  space."  Baiter's 
closet  "designers"  do  this  by  using 
multilevel  rods  and  shelves,  wire 
mesh  baskets,  drawers  for  apparel  or 
jewelry,  slide-out  tie  racks  and  belt 
racks.  So  far  the  company  has  made 
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love  the  excitement  of 
business  in  Hong  Kong, 
)ut  I  need  tranquility 
iO  prepare  for  it." 


irol  J.  Conover 
Ice-President 
lineseArt 
)theby's 


"I  savor  the  cultural 
stimulation  of  Japan. 
I  like  to  prolong  it  on 
my  flight." 

Donald  Keene 
Author,  translator 
Shincho  Professor  of  Japanese 
Columbia  University 


snstop  rest.  Or  nonstop  attentiveness.  Whichever  you  opt  for,  the  consistently  high 
■andard  of  service  on  Japan  Air  Lines  is  one  of  the  reasons  why  more  people  around 
le  world  choose  JAL  to  fly  to  the  Orient  than  any  other  airline. 
)r  reservations,  call  your  travel  agent  or  Japan  Air  Lines  directly  at  800-  JAL-FONE 


JAPAN  AIR  LINES 

Comfortably  ahead,  worldwide. 


»kyo  Osaka  Seoul  Hong  Kong  Beijing  Shanghai  Manila 


Singapore  Bangkok  and  Beyond 


Earnings  Per  Share 

(dollars) 


Leave  no  stone  unturned. 


Earnings  per  share  set  a  record 
lasi  year.  So  did  net  income,  some 
$93  million*. 

And  that's  just  scratching  the 
surface.  The  real  depth  of  our 
performance  shows  up  when  you 
look  deeper. 

Example:  l  asi  year's  dividend 
increase(up  12%  to  an  indicated 


annual  rate  of  $1.52)  was  the 
l^ih  consecutive  boost  in  our 
27  years. 

Total  return  over  five  years 
now  averages  a  robust  23%,  some 
five  points  higher  than  our  peer 
group  average. 

And,  speaking  again  of  EPS, 
our  five-year  compound  annual 


growth  rate  stands  at  a  solid 
9%.  Ten  years,  8%. 

We  invite  you  to  uncover  all 
the  truths  about  ALLTEL,  all  of 
which  are  open  for  inspection 
in  our  latest  annual  report. 

Write:  ALLTEL  Corporation 
100  Executive  Parkway,  Dept.  D 
Hudson,  OH  44236. 

-aura 

CORPORATO 

Excellence  in  Telecommumcatior 

'  1987  excludes  g.nn  on  investmeni  of  t\\  million 
or  <J  cents  pei  share 


iver  650,000  closets,  including  one 
or  Dynasty's  Linda  Evans'  exercise 
ogs,  and  for  Sylvester  Stallone,  Joan 
livers  and  Rupert  Murdoch.  The 
nost  elaborate  makeover  was  a 
>20,000  closet  made  entirely  of  Lucite 
or  a  house  in  Newport  Beach,  Calif. 

Baiter's  business  has  been  made 
>ossible  by  broad  social  trends.  The 
:ver-escalating  cost  of  single-family 
lomes  has  forced  people  to  rent  apart- 
nents  or  buy  condominiums.  In  the 
ast  15  years,  the  average  apartment 
ind  condominium  has  shrunk  from 
1,035  square  feet  to  985  feet.  In  space- 
ight  Manhattan,  where  one-bedroom 
ipartments  sell  for  $200,000,  Leonard 
Goldstein,  owner  of  the  New  York 
Zity-area  California  Closet  franchise, 
;ays  he  has  people  taking  numbers  to 
/iew  his  storeroom  displays. 

"Possessions  increase,  space  never 
does,"  says  Goldstein.  "Custom  clos- 
ets in  New  York  are  status  symbols." 

Baiter  learned  self-reliance  at  an  ear- 
y  age.  His  parents  threw  him  out  of  the 
louse  for  his  "bad  attitude"  when  he 
was  a  high  school  senior.  The  final 
straw  came  when  Baiter  threw  a  party 
ror  500  people  while  his  parents,  who 
awned  an  antique  furniture  business, 
were  away  for  the  weekend. 

A  year  later,  in  1980,  Baiter  was 
working  as  a  carpenter  to  support 
himself  while  studying  marketing  at  a 


Los  Angeles-area  community  college. 
A  friend's  father  asked  him  to  build 
some  shelves  for  his  closet.  The  de- 
sign worked  so  well  that  Baiter  began 
building  closets  for  fellow  students  in 
his  apartment  building. 

In  1981  Baiter's  marketing  profes- 
sor saw  the  potential  and  counseled 
Baiter  to  drop  out  of  college  and  work 
on   the   business   full   time.   A   few 

"The  average  closet  is  an 
inefficient  arrangement  of 
one  rod  and  one  shelf," 
says  Baiter.  "We  can  double 
the  storage  space." 

months  later  Baiter  wangled  a 
$10,000  bank  loan.  To  buy  more  ma- 
terials? Being  from  Los  Angeles, 
Baiter  knows  the  value  of  hype.  So  he 
spent  most  of  the  loan  proceeds  to 
hire  a  public  relations  agency  to  pro- 
mote the  company's  service.  In  1984  a 
small  but  favorable  article  appeared  in 
the  Wall  Street  Journal  and  Baiter's 
phone  really  began  to  ring.  (Baiter  has 
since  made  up  with  his  parents.  His 
mother  handles  franchise  relations, 
while  his  father  is  vice  president  of 
franchise  sales.) 

Baiter's  franchisees  pay  him  a 
$25,000  fee  and  a  5%  royalty  on  sales. 
For  the  year  ending  May  31,   1987, 


California  Closet  had  audited  reve- 
nues (including  franchise  sales,  royal- 
ties, company  store  sales  and  mer- 
chandise sales)  of  $4.2  million.  For  the 
first  ten  months  of  the  current  fiscal 
year,  revenues  (unaudited)  grew  to 
nearly  $5.9  million. 

The  best  may  be  yet  to  come.  Last 
December  Baiter  sold  franchise  rights 
to  $290  million  (sales)  Daido  Keori,  a 
leading  Japanese  apparel  maker,  for 
$400,000  and  2.5%  royalties. 

"As  a  major  clothing  manufactur- 
er," explains  Masaya  Chiba,  chief  ex- 
ecutive of  California  Closet  Co. /Ja- 
pan, "Daido  Keori  felt  the  purchasing 
of  new  clothes  was  being  hampered  by 
the  lack  of  sufficient  storage  space." 

Baiter  drives  a  Mercedes  450SL  but 
quickly  notes  that  it  is  three  years  old. 
Keeping  some  powder  dry  is  a  good 
idea.  The  closet  business  is  getting 
crowded.  Dedham,  Mass. -based  Clos- 
ettec  Franchise  Corp.  was  started  in 
1985  and  already  has  18  franchised 
stores  in  14  states.  Lots  of  smaller 
closet  makeover  outfits  are  also 
springing  up.  Mail-order  firms  like 
San  Francisco's  Williams-Sonoma 
also  offer  some  of  the  same  wire  bas- 
kets and  frames.  Baiter's  California 
Closet,  in  short,  may  or  may  not  sur- 
vive. But  either  way,  you  have  to  ad- 
mire the  young  man's  nose  for  a  prof- 
itable niche.  ■ 
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THE  CROSS  FOUNTAIN  PEN 
EXPRESS  YOUR  INDIVIDUALITY  IN  THE  CORPORATE  WORLD 


The  Cross  Fountain  Pen  expresses  your  individuality 

even  before  you  begin  to  write. 

Once  you  do,  your  writing  is  uncommonly  expressive. 

Remarkably  smooth.  Distinctively  elegant. 

The  Cross  Fountain  Pen.  A  memorable  way  to  mix 

business  with  sheer  pleasure. 


CROSS 

SINCE     1846 


Shown,  our  10  karat  gold  filled  fountain  pen.  $85. 

In  other  finishes,  from  $37.50  to  $800.  to  complement  any  Cross  writing  instrument. 

Unquestionably  guaranteed  against  mechanical  failure,  regardless  of  age. 


Fifty  years  ago,  the  invention  of 
Xerography  revolutionized 
office  productivity  Today,  Xerox 
50  Series  Copiers  do  it  again. 


Fifty  years  ago,  a  man  named  Chester 
Carlson  invented  a  process  called 
Xerography.  And  forever  revolutionized 
way  documents  are  processed  in  the  off| 

Today,  Xerox  announces  the  next 
revolution  in  office  productivity— new 
Xerox  50  Series  Copiers,  the  latest 
advance  in  document  processing.  CopitJ 
that  are  more  productive— by  design. 
Highly  advanced  in  technology.  Yet  tot 
simple  in  operation.  And  productive 
beyond  your  expectations. 
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XEROX 


>  y  one  of  the  50  Series  Copiers 

g  see  here,  from  desktop  to  duplicator, 

I  new  standards  in  copy  quality, 

:  bility  and  ease  of  use.  They  maintain 

i   copy  speed,  even  on  tasks  that 

i  other  copiers  down.  And  their  utter 

i  )licity  of  design  gives  new  meaning 

I  e  terms  "minimum  maintenance" 

i  "maximum  up-time." 

e  whether  you  need  a  single  copy  or 
I  ndred  copies  of  a  report  fully  bound. 
le's  a  Xerox  50  Series  Copier  to  get 


the  job  done.  More  efficiently.  More 
easily  than  any  other  copiers  since  the 
invention  of  Xerography. 

50  Series  Copiers  are  backed  by  the 
expertise  and  support  of  Team  Xerox, 
the  world  leader  in  document 
processing.  To  find  out  how  50  Series 
Copiers  can  make  the  processing  of 
your  documents  more  productive,  call 
1-800-TEAM  XRX,  Ext.  283C. 

Team  Xerox. 

We  document  the  world. 


I'd  like  to  learn  more  aboul  the  Xerox  50  Series  Copiers. 

D  Please  send  me  more  information. 

□  Please  have  a  sales  representative  contact  me. 

Send  this  coupon  to: 

Xerox  Corporation.  PO.  Box  24.  Rochester.  NY  14692 

SAME  Plca^-  Pr.ni  TITLE 


Em  STATE  ZIP 

0152-05-30.88 
It  you  can't  wait,  call 
1-800-TEAM-XRX.  Ext.  283C 
(1-800-832-6979.  Ext.  283Ci 

XEROX'  and  511  Series  arc  trademarks  of  XEROX  CORPORATION 
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What  do  you  get  from  investors  when  you 
don  t  f ess  up  quickly  to  bad  news?  What 
Wall  Streeters  call . . . 

The  "liar's 
discount" 


L 


By  Ralph  King  Jr. 

I't  was  Aug.  7,  1987, 
and  the  way  Alan 
iZimtbaum,  chief  fi- 
nancial officer  of  the 
Gap,  Inc.,  explained  it  to 
an  analyst  from  L.F. 
Rothschild,  his  compa- 
ny's stock  seemed  to  be 
headed  for  the  moon. 
Yet  it  was  only  days  lat- 
er that  the  apparel  retail- 
er's stock,  having  hit  a 
record  high  of  777k,  be- 
gan to  drift  down.  As  an- 
alysts worried  about 
what  might  be  going 
wrong,  Zimtbaum  and 
the  Gap's  other  top  offi- 
cials gave  little  reason  to 
believe  that  all  was  not 
well  at  the  $1  billion 
(1987  sales)  San  Bruno, 
Calif,  company. 

Yet  all  was  most  cer- 
tainly not  well — at  the 
Gap  or  indeed  just  about 
anywhere  else  in  the  ap- 
I   retailing  industry 
(Forbes,  Jan  1 1).  By  the 
second  week  of  Septem- 
ber, markdowns  were  al- 
ready   prohterating.    In- 
ventories were  piling  up, 
Bales      throughout      the 
■SIS  stoie     chain     were 
softening,  and,  thanks  to 
a    highly    computerized 
internal     controls     sys- 
tem, the  brass  knew  it. 
At  the  top  of  the  heap 
:  ild  1 1  her.  chair- 
and  chief  executive 
family 
of    the 
ock. 
[h  hi  personally 


Brian  Ajhar 


has  not  been  accused  of  improper  ii 
sider  selling,  some  of  his  top  subord:| 
nates  have  been  charged  in  a  civil  sui 
with  quietly  dumping  their  shares  b( 
fore  the  bad  news  leaked  out.  One  wa| 
Edward  Strobin,  chief  operating  offi 
cer  of  the  Gap's  Banana  Republic  divi| 
sion,  who  sold  $1.6  million  of  Ga 
stock    in    early    July.    Another   wa| 
Zimtbaum  himself,  the  firm's  mai 
contact  with  Wall  Street.  In  late  Aul 
gust     Zimtbaum     unloaded     3,001 
shares,  one-quarter  of  his  holding,  fo 
$225,000.  Both  men  refused  to  discus! 
the  matter. 

Getting  bad  news  out  fast  an< 
straight  is  perhaps  the  cardinal  rule  ol 
effective  public  relations.  From  Wa| 
tergate  to  Contragate,  the  lesson  i\ 
clear:  "Spin  control"  is  tough  unde] 
the  best  of  circum 
stances.  When  largi 
sums  of  public  or  invesi 
tor  money  are  involved 
it  is  all  but  impossible; 
Now,  a  full  eighi 
months  after  the  Ga] 
first  tried  to  stonewall 
investor  inquiries  aboui 
its  collapsing  retail  busi 
ness,  the  company  ii 
paying  the  price  for  it! 
misguided  efforts.  Says 
stock  analyst  Robert  Bu- 
chanan, of  A.G.  Edwan 
&  Co.,  "I'll  never  loo! 
closely  at  the  stocl 
again  unless  there's 
completely  differero 
management.  I  just  don' 
trust  the  company." 

Thus,  the  Gap's  stock) 
(22%  recently)  is  now 
trading  at  what  Wall) 
Streeters  call  a  "liar's 
discount"  from  the  mar 
ket,  with  a  price/ 
earnings  ratio  more  than 
10%  below  the  indus- 
try's. On  top  of  that,  a 
federal  class-action 

shareholder  lawsuit  has 
been  filed  seeking  dam- 
ages that  could  exceed 
$100  million.  Nor  is  this 
the  first  such  suit  to  hit 
the  company  for  misrep- 
resenting its  financial 
condition  to  sharehold- 
ers. In  1976,  when  the 
public  company  was  less 
than  one  year  old,  share- 
holders sued  and  re- 
ceived $5.8  million  in  an 
out-of-court  settlement. 
The  suit  charged  that 
management  materially 
misrepresented  its  past 
performance  and  future 
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Building  a  collection  can  take  y 
Collecting  on  insurance  shoulc 
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We  can't  replace  your  collection.  No  one  can.  But  what  we  can  do  is  craft  an  insurance 
)olicy  as  distinctive  as  your  collection.  That  means  we  understand  your  problems  and  we'll  act 

quickly  if  you  have  a  claim.  It  means  a  painful  loss  does  not  have  to  be  an  endless   i ~p — ^i 

leadache,  too.  f       ^ 

Our  people  are  experts.  And  that  stands  to  reason,  because  Chubb  covers           I  . 

nore  private  collections  than  anyone  else.  For  information,  call  800  922  0533.    I ^ — -^1 

.hiihh  Group  oflnsurance  Companies  is  proud  to  participate  in  "Amencan  Playhouse'.'  Watch  for  it  on  PBS. 
Antiques  by  Manheim  Galleries,  New  Orleans. 


"Recommended 
wholeheartedly." 

In  a  recent  user  poll  reported  in  What  to  Buy  for 
Business,  100%  of  the  owners  of  Omnifax  facsimile 
would  wholeheartedly  recommend  Omnifax  to 
others.  That  kind  of  testimonial  can  only  be  earned  by 
providing  reliable  products  and  respon- 
sive service. 

But  that's  not  surprising  when  you 
consider  that  Omnifax  is  sold  and  serv- 
iced by  the  only  facsimile  company 
with  100  years  of  service  experience: 
Telautograph  Corporation.  For  more  , 

information  and  a  demonstration,  call 
toll  free  1-800-221-8330. 


THE  Check  VDur  local  listing 

Mclaughlin  for,t»tion«ndtime. 

GROUP    Robei  i  Novak.  Moi  ion  Kondi  at  k<   \m  V.  ( .<  i  mond. 
And, of  course,  |< >li n  M>  I  aughlin. 

I  hcyVe  award-M  inning  journalists  on  the 
Washington  scene  I  verj  week  on  "The  McLaughlin  Group" 
they  delivei  riveting  commentar)  on  issues  and  people  <>l 

ii.ilion.il  impel Mill  c 

So  if  youYe  intei  ested  in  where  the  trends  are  head- 
ed, tune  in  to  this  feist)  politic  al  talk  show.  I  hese  authorities 
lake  the  issues  seriously,  not  themselves. 

Made  possible  by  a  grunt  front  GE. 

We  bring  good  things  to  life. 


s              IT 
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FEDERAL  ^»Cr 
THORITIEST^ 
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prospects  in  its  initial  prospectus! 
(The  Gap  itself  paid  $2  million,  20%| 
of  its  public  offering  proceeds.) 

The  latest  suit  may  drag  on  foil 
years,  and  any  settlement  short  of  al 
court  judgment  might  involve  only  al 
small  fraction  of  the  sums  theoreti-[ 
cally  at  risk.  But  the  current  round  ofl 
distractions  looms  as  a  major  head-" 
ache.  An  already  stressed  senior  man-l 
agement  team  needs  to  concentrate! 
instead  on  a  sagging  apparel  market| 
and  losses  in  its  100-store  Banana  Re- 
public chain. 

But  mistrust  by  some  investors  can| 
create  opportunity  for  others.  Con- 
trarian money  manager  and  Forbes| 
columnist  David  Dreman,   for  one, 
has  snapped  up  5%  of  the  Gap's  stock] 
since  October,  at  an  average  $26  per| 
share  price,  and  says  the  market  over- 
reacted to  the  bad  news. 


"Ill  never  look  closely  at 
the  stock  again,  unless 
there  is  a  completely 
different  management.  I  just 
don't  trust  the  company." 

Adds  Goldman,  Sachs  analyst  Jo- 1 
seph   Ellis,    widely   viewed   as   Wall 
Street's     leading     retailing     expert, 
"There's  a  lot  of  negative  convention- 
al wisdom  on  the  stock,  and  smart 
investors    are    taking    advantage    of 
that."   The    company   enjoys   a   6% 
debt/equity  ratio  and  Ellis  thinks  the! 
firm  should  earn  23%  on  equity  in 
fiscal  1988.  Sales  have  already  begun 
to  recover  at  the  Gap  stores  division. 

The    Banana     Republic     division, 
which  offers  faddish  safari-type  garbj 
that  has  gone  out  of  fashion,  remains 
the  firm's  biggest  problem.  The  divi- 
sion will  likely  lose  at  least  $1  million 
on  sales  of  $260  million  in  1988,  ver-l 
sus  an  operating  profit  of  $20  million  i 
on  roughly  the  same  volume  last  year.] 

President  Millard  Drexler  wis 
brought  in  to  turn  the  Gap  around  in 
1983.  He  recently  replaced  Banana] 
Republic's  three  top  officials — includ- 
ing cofounders  Melvyn  and  Patricia 
Ziegler — and  took  over  direct  man- 
agement himself. 

A  year  ago  Drexler  spoke  enthusias- 1 
tically  to  Forbes  about  his  plans  i/inie 
J'),  1987),  but  the  customers  didn't 
reflect  his  enthusiasm.  Perhaps  chas- 
tened, Drexler  now  refuses  to  talk 
about  his  plans.  He's  already  taking 
big  markdowns  on  the  safari  motif ' 
inventory  and  will  probably  replace  it 
with  Euro-casual  wear. 

But  while  the  customers  benefit 
from  discounts  on  the  merchandise, 
the  shareholders  suffer  from  a  dis- 
count on  their  stock.  ■ 
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The  difference  between  dressed,  and  well  dressed* 


Shoes  Briefcases  Small  Leather  Goods  Belts 

Bloomingdale's,  New  York;  Filene's,  Boston;  Gentleman's  Quarter,  New  Orleans; 

Nordstrom,  Selected  Stores;  Raleighs,  Washington,  DO. 

For  free  brochure  write:  Guy,  One  Bally  Place,  New  Rochelle,  New  York,  10801. 
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Case  management  was  worth 
her  weight  in  gold. 


This  is  a  true  story. 
Not  long  ago,  we  had  a  case  that 
involved  a  woman,  W/i  weeks  into  her 


pregnancy,  who  had  suffered  a  torn 
placenta  and  was  bleeding  internally. 
To  save  the  baby,  her  obstetrician 


recommended  that  she  be  hospitalized 
for  the  remainder  of  her  term.  Or  stay 
at  home  totally  confined  to  bed. 

Hospitalization  would  have  been 
very  expensive  for  everyone  involved. 
And  the  family  couldn't  afford  outside 
help  to  care  for  the  other  children.  So 
they  needed  an  alternative. 

At  NWNL  Group,  we  look  at  in- 
surance needs  differently,  so  we  find 


solutions  that  others  may  not  have 
seen  before. 

With  this  high  risk  pregnancy  case, 
the  answer  was  our  Appropriate  Care 
and  Treatment  program  (ACT). 

Here,  we  provided  coverage  for 
more  cost  effective  treatment  by 
recommending  alternatives  the  family 
and  physician  could  choose  from.  Like 
home  health  care,  electronic  monitor- 
ing, and  weekly  tests  for  mother  and 
unborn  child. 

In  this  instance,  our  effective  case 
management  helped  produce  a  healthy 
baby  girl,  and  a  savings  of  $51,661. 
Roughly  equal  to  the  newborn's  weight 
in  gold. 

To  us,  true  cost  efficiency  in  a 
benefit  plan  doesn't  mean  reduced 
benefits.  It  means  finding  ways  to 
increase  the  efficiency  of  the  care. 

Let  us  show  you  how  we're  in- 
creasing the  efficiency  of  employee 
health  benefits  costs  in  our  special 
booklet  "Ten  Ways  to  Cut  Benefit 
Costs'.'  Call  or  write  Ginny  Patrick/ 
NWNL  Group,  Box  20,  Mpls.,  MN 
55440.  (612)  372-5784. 

nflNWNLGROUP 

We  look  at  things  differently 


A  division  of  Northwestern  National  Life  Insurance  Company  Minneapolis.  MN  Inot  admitted  in  the  State  of  New  Yorkl 
The  North  Atlantic  Life  Insurance  Con  .erica.  Jericho  NY  1.1  member  of  the  NWNL  Companies  i 


Meet  Tom  Flatley,  the  supersecretive  centi- 
millionaire  from  Boston  who  hates  debt 
but  who  is  not  at  all  afraid  to  rush  in  where 
other  developers  fear  to  tread. 

A  developer  who 
hates  leverage 


\ 


By  Laura  Jereski 


Never  heard  of  Thomas  J.  Flat- 
ley?  Even  in  his  hometown  of 
Boston  few  people  have.  The 
56-year-old  owner  of  the  Flatley  Co. 
likes  to  describe  himself  as  "just  a 
builder."  Which  is  like  calling  Sam 
Walton  just  a  retailer.  Flatley's  net 
worth  is  closing  in  on  three-quarters 
of  a  billion  dollars.  Nice 
going  for  an  Irish  immi- 
grant who  landed  in  Balti- 
more with  $32  in  his 
pocket  in  1950. 

Handsome  and  trim, 
Flatley  can  spread  on  the 
charm  as  thick  as  his 
brogue.  He  still  lives  in 
the  one-story  ranch  house 
in  Milton,  Mass.  that  he 
built  when  he  felt  his  old 
house  was  too  big.  He 
drives  a  1984  BMW  with 
80,000  miles  on  it.  He 
pays  himself  $100,000  a 
year  and  lives  on  that  rela- 
tively modest  amount. 

Flatley  has  put  together 
a  real  estate  empire  that 
stretches  up  and  down  the 
East  Coast,  from  New 
Hampshire  to  Florida,  and 
includes  vast  acreage 
around  Boston  suburbs. 
Unlike  Donald  Trump,  he 
didn't  get  where  he  is 
with  publicity.  Unlike 
many  real  estate  mag- 
nates, he  didn't  do  it  with 
high  leverage:  On  proper- 
ties worth  some  $1.2  bil- 
lion, he  has  only  around 
$500  million  in  debt. 

[f  you've  never  heard  of 

uley,    that's   fine 

i  He  makes  such 

-h  (it  privacy  that  he 


never  incorporated  the  company;  he 
operates  it  as  a  sole  proprietorship. 
Just  about  the  only  filings  the  compa- 
ny makes  are  for  taxes,  which  are  filed 
as  Flatley's  personal  tax  return. 

This  story  was  pieced  together  from 
scores  of  interviews,  including  the 
first  comprehensive  one  Flatley  has 
granted  in  several  years.  It  is  a  tale  of 
remarkable  accomplishment — and  a 


tale  as  well  of  an  ambitious  man  wh 
may  have  grown  too  big  for  his  rathei 
solitary  style  of  doing  business. 

Just  a  builder,  he  maintains.  Flatley 
has  no  partners,  and  only  one  joint 
venture.  He  owns  all  of  the  company, 
except  for  $12  million  held  by  some 
senior  executives  in  a  handful  ol 
buildings. 

"If  it  were  my  intention  to  rule  the 
world,"  he  says,  "to  be  a  Trammell 
Crow  or  a  Donald  Trump,  then  I 
would  get  very  heavily  into  partner- 
ships and  I  would  be  that  much  bigger 
in  business." 

Fact  is,  Flatley  is  in  the  same  league 
as  both  Crow  (whom  Forbes  last  year 
estimated  to  be  worth  $750  million) 
and  Trump  (pegged  at  $850  million). 

A  short  list  of  some  current  Flatley 
properties: 

•  Over  5,500  apartments  in  Massa- 
chusetts, New  Hampshire,  Rhode  Is- 
land and  Connecticut.  Worth  around 
$350  million. 

•  A  dozen  commercial  hotels  in 
New  England  and  New  Jersey,  with 
about  3,400  rooms,  operated  under 
the  name  Tara,  mostly  as  Sheraton 
franchises.  Worth  some  $250  million. 

•  A  7-million-square-foot  commer- 
cial division  that  includes 
2.7  million  square  feet  of 
shopping  malls  and  over  4 
million  square  feet  of  of- 
fice and  industrial  space 
in  Massachusetts  and  fast- 
growing  southern  New 
Hampshire.  Worth  as 
much  as  $550  million. 

•  Then  there  are  800 
nursing  home  beds,  TV 
stations  in  Concord,  N.H. 
and  Syracuse,  N.Y.  and  a 
land  inventory  of  maybe 
2,000  acres. 

His  secret,  if  secret  it 
be,  is  simple:  Buy  land  be- 
fore others  see  its  poten- 
tial. He  was  one  of  the 
first  to  develop  office 
space  on  the  South  Shore 
of  Boston,  where  many  fi- 
nancial service  companies 
moved  their  back  offices. 
And  he  was  building  in 
New  Hampshire  years  be- 
fore tax  exile  became  pop- 
ular in  Massachusetts. 

Add  to  foresight  two 
more  principles,  derived 
in  good  part  from  his  mod- 
est beginnings:  Drive  hard 
deals  and  build  faster  and 
cheaper  than  your  com- 
petitors can. 

Leverage?  Flatley  says 
he's  put  $400  million  in 
short-term  mortgages  on 
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How  to  Make  Money  in  Stocks, 

For  many  investors,  buying  and  selling  stocks  is  sheer  impulse.  Taking  a  flyer,  as 
they  say.  Small  wonder  they  often  crash.  They  don't  want  to  know  the  rules  and  they 
refuse  to  learn  by  experience.  But  suppose  you  earn  your  money  the  hard  way  and  you 
want  a  more  solid  foundation  for  building  your  fortune.  .  .  there  is  a  methodical  way  of 
investing  and  Forbes  can  help  you  find  it. 

The  Forbes  Stock  Market  Course  strips  the  mystique  from  investing  and  provides  a 
clear  step-by-step  method  from  the  very  basic  assumptions  to  a  degree  of  sophistica- 
tion on  a  par  with  many  pros  in  the  business.  On  the  way  you  learn  to  avoid  the  traps 
that  constantly  frustrate  others  who  attempt  to  make  a  fortune  in  the  stock  market. 

THE  ONE  RELIABLE  GUIDE.  Forbes  Stock  Market  Course  from  first  to  last  puts  the 
emphasis  on  knowledge  you  can  use  .  .  .  how  to  pick  the  right  stocks  .  .  .  how  to 
negotiate  the  best  price  .  .  .  how  to  get  the  maximum  return  on  your  money.  You 
become  familiar  with  the  choice  of  investments  available  and  learn  how  to  recognize  the 
time  to  buy  and  the  time  to  take  your  profits  and  sell.  "Course"  is  perhaps  the  wrong 
name.  It  is  not  a  dry  as  dust  manual.  The  tone  is  more  of  a  personal  advisor  who  enjoys 
the  backup  of  Forbes  resources  and  experience.  For  many  brokers,  it's  at  the  top  of 
the  recommended  list  when  clients  ask  for  a  guide  to  the  stock  market. 

STOCK  +  TIMING  =  SUCCESS.  You  discover  how  to  recognize  when  a  selling  panic 
is  just  about  over .  .  .  what  technicians  mean  by  terms  like  "support  areas"  and 
"breakaway  gaps"  and  why  they  are  important .  .  .  how  to  recognize  the  danger 
signals  of  a  market  downturn.  The  Course  also  goes  into  things  like  the  "Dow  Theory" 
...  the  various  economic  indicators  and  how  to  interpret  them  .  .  .  and  how  the 
behavior  of  the  bond  market  can  help  you  anticipate  what  may  happen  with  stocks.  But 
don't  be  misled  by  these  specifics  and  think  the  Course  is  too  technical.  The  aim  is  to 
show  you  how  to  make  money  pure  and  simple  and  cover  all  the  steps  on  the  way. 

EXAMINE  THE  COURSE  FOR  10  DAYS  AT  OUR  RISK.  To  receive  the  Course  for  a 
10-day  inspection  period,  fill  out  and  mail  the  card.  When  you  receive  the  course,  see 
for  yourself  how  it  can  help  you  protect  your  money  and  make  it  grow,  how  it  can  help 
prevent  expensive  mistakes,  how  valuable  it  can  be  as  a  standby  reference.  If  for  any 
reason,  you  are  not  satisfied,  return  it  for  full  credit  or  refund  of  the  $79. 50  cost.  But  first, 
see  for  youself  why  the  Forbes  Stock  Market  Course  has  remained  the  foremost  guide  to 
investing  and  has  been  continuously  updated  over  the  last  twenty  years. 

Forbes  stock  market  course 


(FILL  OUT— CLIP— MAIL  TODAY) 

EXAMINE  COMPLETE'COURSE  10  DAYS  AT  OUR  RISK 


Forbes 


60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 


Please  send  me. the  complete  15-lesson  FORBES  Stock  Market  Course  for  10  days 
free  examination  After  10  days  I  will  remit  $79  50  (only  $5.30  per  lesson)  or  return  the 
complete  course  and  owe  nothing 


Name 


Please  Print 

Address 


City State Zip. 

Signature 


(orders  must  be  signed) 

| |  Check  here  if  you  enclose  $79  50  to  save  postage  and  handling  costs.  Same  refund  guarantee. 

(N.Y.C  orders  add  8'/«%— other  N.Y.S.:  Add  tax  as  required  by  law.) 


FORBES  STOCK  MARKET  COURSE 

■  Sturdy  ring  binder  and  tab  index 

■  Actual  size:  11V2  x  103A 

■  Over  300  pages 

■  41  Graphic  charts,  graphs  and  tabulations 

■  Self-evaluating  "Financial  Inventory  and 
Stock  Analysis  Guide" 

■  Fully  Indexed 

■  Investors  kit  of  supplementary  materials: 
charting  materials,  list  of  long-term 
dividend  payers,  the  Forbes  Wall  Chart 
of  Business  and  Securities  Trends, 
glossary  of  investment  terms  etc. 


INVESTOR'S  KIT  OF  SUPPLEMENTARY  MATERIALS 


•  Complete  NYSE  Ticker  Symbols 

•  FORBES  80- Year  Wall  Chart  of  Business  and  Security  Trends 

•  Charting  Paper 

•  Glossary  of  Investment  Terms 

•  Newspapers  Publishing  Complete  or  Partial  Dally  Stock  Market  Quotations. 


CLIP— MAIL  TODAY 


Forbes  Inc. 

60  FIFTH  AVENUE 
NEW  YORK,  NY  10011 


his  hotel  and  commercial  properties, 
but  insists  that  his  apartments  have 
not  been  leveraged.  "They  are  our 
reserve,"  he  says. 

Since  1981  Flatley  has  been  on  his 
most  ambitious  expansion  phase  yet. 
He  has  built  or  renovated  5  million 
square  feet  of  office  space  and 
launched  his  sole  joint  venture,  a 
$110  million  hotel  and  office  complex 
in  Springfield,  Mass.,  with  Monarch 
Life  Insurance  Co.  In  1986  he  bought  a 
chain  of  six  hotels  for  $61.5  million. 
All  the  while,  he  has  continued  to 
upgrade  his  existing  hotels  and  make 
over  his  shopping  centers. 

This  slam-bang  expansion  costs 
money  and,  coupled  with  Flatley's 
aversion  to  debt,  has  caused  him  to 
spread  his  finances  a  bit  thin.  Cash 
got  so  tight  last  December  that  Flatley 
had  to  hold  checks  for  several  million 
dollars  until  a  financing  came 
through.  Last  year  the  company 
helped  make  ends  meet  by  selling  300 
acres  of  undeveloped  land  in  Florida 
for  $5  million. 

When  you  run  with  low  cash  bal- 
ances, as  Flatley  likes  to  do,  you  risk 
problems  when  unexpected  trouble 
develops.  That's  what  happened  with 
Flatley's  three  hotels  in  Nashua,  N.H. 
and  Braintree  and  Framingham,  Mass. 
As  the  main  convention  sites  in  those 
suburban  markets,  they  generated 
about  $10  million  of  net  profit  as  re- 
cently as  1985.  But  rival  builders  ex- 
panded in  the  area  just  as  the  comput- 
er industry,  heartbeat  of  regional  pros- 
perity, slumped.  Occupancy  and  room 
rates — and  cash  flow — dropped. 

Another  troublesome  development: 
Because  of  his  low  costs  Flatley  has 
always  been  able  to  offer  cheaper 
rents  than  his  competitors.  Recently, 
though,  rising  vacancy  rates  have 
forced  everyone's  rents  down,  narrow- 
ing Flatley's  advantage.  So,  the  com- 
mercial division  hasn't  been  pulling 
in  the  bucks  lately,  either.  The  TV 
stations  have  proved  almost  more 
trouble  than  they  are  worth:  Last  year 
they  lost  $10  million,  and  this  year 
they  are  expected  to  lose  $4  million. 
Only  the  apartments  seem  to  be  gen- 
erating cash,  just  about  enough  to 
cover  interest  payments  at  prime  on 
his  $400  million  in  short-term  debt. 

At  the  root  of  all  these  problems  is 
Flatley's  solitary  style,  which  not 
only  avoids  meddlesome  partners  and 
bankers  but  makes  him  reluctant  to 
delegate  authority.  He  once  sent  more 
than  150  memos  in  a  single  year  to 
one  division  head.  Says  another:  "If  he 
sees  your  parking  lot  lights  on  in  the 
daytime,  you  can  expect  a  three-page 
memo."  Flatley  also  has  a  habit  of 
fostering  conflict  among  the  five  divi- 


sion heads  who  manage  his  6,000  em- 
ployees. For  example,  one  executive's 
secretary  has  been  used  to  keep  tabs 
on  her  boss'  colleagues. 

What  next?  Wisely,  Flatley  says  his 
company  needs  to  take  a  breather.  His 
construction  budget,  which  rose  from 
$15  million  in  1981  to  more  than 
$100  million  in  1987,  has  been  cut  to 
$50  million  this  year.  This  is  partly  in 
recognition  of  the  cash  squeeze — he 
could  mortgage  his  way  out  but 
doesn't  want  to.  The  cutbacks  are  also 
a  reflection  of  a  growing  unease  in 
Flatley's  mind  about  the  course  of  the 
economy.  He  says  he's  worried  about 
rising  interest  rates  and  about  a  poten- 
tial increase  of  5%  or  more  in  vacan- 
cies in  already  soft  suburban  office 
markets.  "You  know  what  happens  if 
that  occurs?  You  are  liquidating,  and 
at  probably  50%  of  the  value." 

His  reluctance  to  go  deeper  into 
debt  also  reflects  his  gut  feeling  that 
real  estate  is  as  cyclical  as  ever.  He 
knows  too  well  how  scary  the  down- 
turns can  be.  Already  a  successful 
apartment  builder  in  the  early  1970s, 
he  plunged  into  hotels,  shopping  cen- 
ters and  office  parks.  He  had  just  done 
a  public  offering  for  a  real  estate  in- 
vestment trust.  Then  in  1974  the  real 
estate  market  crashed. 

He  says:  "I  remember  sitting  in  my 


office  and  realizing  I  was  $10  million 
in  the  red.  That  is  a  scary  feeling — I 
had  everything  on  the  line  personally, 
including  my  home."  But  he  turned 
that  experience  into  a  big  gain  in  his 
reputation.  He  stayed  alive  by  taking 
over  distressed  or  unfinished  proper- 
ties from  lenders  and  liquidating 
them  for  a  fee.  Just  as  important,  he 
cemented  relationships  with  banks  he 
still  does  business  with:  Chase  Man- 
hattan; State  Street  Bank  &  Trust; 
Continental;  and  the  Bank  of  New 
England,  where  he  now  sits  on  the 
board  of  directors. 

As  soon  as  he  could  get  his  hands  on 
cash,  Flatley  was  out  bottom-fishing. 
Typical  of  his  deals  is  18  Tremont 
Street  in  downtown  Boston,  168,000 
square  feet  of  prime  office  space.  The 
main  tenant  was  moving  out.  Flatley 
bought  the  building  for  $1.8  million, 
$100,000  cash  down.  He  renovated  it, 
carrying  it  for  a  few  years  of  negative 
cash  flow,  and  today  the  property  is 
worth  more  than  $20  million. 

You  can  best  understand  Flatley's 
aversion  to  debt  and  his  current  cau- 
tion in  terms  of  his  understanding  of 
how  powerfully  cyclical  forces  work 
in  real  estate.  "We  grow,  and  stabilize, 
and  grow  again,"  says  Flatley.  Right 
now  it  looks  as  though  Flatley  is  in 
the  stabilization  mode.  ■ 


How  Swiss  money  managers  recouped 
some  of  their  Oct.  19  losses — and  why  they 
are  deeply  bearish  on  the  U.S.  markets. 

Gnomes  in 
bearskins 


By  Peter  Fuhrman 


In  the  wake  of  the  October  massa- 
cre, Robert  Jeker,  president  of  Zu- 
rich's $75  billion  (assets)  Credit 
Suisse,  feels  good  about  his  bank's 
money  management  business. 

A  surge  of  foreign  funds  flowed 
into  Switzerland  during  the  months 
immediately  following  the  Oct.  19 
crash,  looking  for  that  famous  Swiss 
conservatism.  "The  appeal  of  Swiss 


fund  management,"  says  Jeker 
confidently,  "rises  during  uncertain 
times." 

The  Swiss  money  managers  are 
now  sitting  atop  a  Matterhorn  of 
money,  $  1  trillion  in  managed  funds, 
deposits  and  fiduciary  accounts.  Of 
course,  as  much  as  three-quarters  of 
this  money  is  invested  outside  Swit- 
zerland. But  never  mind,  if  it's  in 
Swiss  hands,  it  must  be  safe.  Or  so 
lots  of  people  think. 


FORBES,  MAY  30,  1988 


87 


u 


Management  must  guide  the  forces  of  change...' 


. 


—  John  W.  Teets,  Chairman 


■ 

irxJ's 
■  077 

The  Greyhound  Corporation  has  been  recast  From 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  pb  of  management  always  has  been  to  see  the 
company  not  as  it  is.  but  as  it  can  grow  to  be  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program 

Hard  choices  were  faced;  tough  decisions  were 
made  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  company's  nationwide  bus  line,  were 
divested  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acquired 

For  example,  Purex  household  and  laundry  proc 
ucts  were  added  to  the  personal  care  and  packaged 
foods  brands  of  Greyhound's  Dial  Corporation  Premi 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


avelers  was  acquired,  complementing  Greyhound's 
<isting  airport  and  food  service  businesses.  General 
lotors'  RTS  transit  bus  manufacturing  and  parts  opera- 
)n  was  purchased  to  expand  Greyhound's  top-ranked 
tercity  coach-building  business. 

Today  Greyhound's  four  business  segments  — 
onsumer  products,  services,  transportation  manufac- 
ring  and  financial  —  produce  revenues  at  a  $3  billion 
"inual  rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day. 

The  Greyhound  Corporation 


Jean  Brancbei  general  manager  of  Geneva's  Warburg  Hank 
"As  things  get  bad,  i  plan  to  be  100%  in  Swiss  franc  bonds  or  cash 


Damd  NovIiuiik 


Until   late   last   year  Swiss  money 
poured  freely   into  U.S.   bonds  and 
shares.  Now  it  is  draining  out  as  the 
gnomes  of  Zurieh  and  Geneva  have 
grown  bearish  on  the  dollar,  and  on 
assets  denominated   therein.   "There 
are  do  U.S  stocks  thai  1  particularly 
like  right  now,"  s.ivs  Alois  Meyer,  a 
senior  vice  president  in  the  hind  man- 
agement department  at  Union  Bank 
ot  Switzerland,  "and  1  want  to  be  able 
to  get  out  ot  the  [U.S.]  market  East 
A  yeai  ago,  Swiss  portfolio  man.ig 
held,  on  avenge,  30%  ot  their 
"lios  in  U.S    equities    But,   tol- 
be  i  rash,  the  Swiss  portfolio 
in   U.S.   shares  fell  from 
lIou   15%,  in  dollar  terms,  a 


shift  of  about  $90  billion.  Some  of  the 
money  the  Swiss  pulled  out  of  U.S. 
stock  went  into  U.S.  Trcasurys.  But 
much  more  left  the  U.S.  altogether, 
and  went  into  German,  Swiss,  Japa- 
nese and  British  bonds. 

Why  did  the  gnomes  don  their  bear- 
skins? The  crash  was,  of  course,  trau- 
matic, but  what  happened  after  the 
crash  also  alarms  the  Swiss.  They  fret- 
fully note  that  the  U.S.  market 
doesn't  react  or  reacts  poorly  to  good 
economic  news,  and  sells  off  sharply 
on  bad  news.  And  they  figure  that 
alter  six  years  of  robust  economic 
growth,  the  U.S.  economy  will  soon 
turn  soft — which  is  good  news  down 
the  line  for  the  trade  deficit  and  infla- 


tion, but  bad  news  now. 

The  Swiss  profess  particularly  deep 
concern  about  the  U.S.'  slow  progress 
in  resolving  its  budget  deficit.  Good 
Calvinists  that  many  of  them  are,  the 
Swiss  moneymen  think  the  U.S. 
economy  must — and  will — suffer 
some  pain  before  things  get  funda- 
mentally better.  The  likelihood  of  bad 
news  raining  down  on  a  market  that 
reacts  badly  to  bad  news  is  unsettling 
to  the  tidy  Swiss. 

Based  on  current  portfolio  weight- 
ings and  Swiss  bank  estimates,  Swiss 
money  managers  still  hold  between 
$60  billion  and  $80  billion  in  U.S. 
stocks,  or  approximately  3%  of  the 
total  $2.2  trillion  market  capitaliza- 
tion on  the  U.S.  stock  exchanges.  This 
means  that  money  managers  in  this 
small  country  swing  a  lot  of  weight. 
The  Japanese,  by  comparison,  have 
only  some  $7  billion  or  so  in  U.S. 
equities. 

The  Swiss,  according  to  market  an- 
alysts, are  also  the  largest  foreign  pri- 
vate holders  of  the  U.S.  Treasury 
bonds.  By  cutting  back  their  U.S. 
holdings,  however,  the  Swiss  cleverly 
have  recouped  part  of  the  losses  sus- 
tained in  the  U.S.  stock  market  crash. 
By  selling  U.S.  stocks  and  bonds  and 
converting  the  dollars  into  other  cur- 
rencies, they  profited  from  the  decline 
of  the  dollar  that  followed  the  market 
crash.  The  dollar  fell  by  12%  between 
last  October  and  year-end.  Translated 
back  into  dollars,  this  raised  the  dollar 
value  of  the  Swiss  managers'  Europe- 
an and  Japanese  bond  holdings.  The 
majority  of  the  Swiss  banks'  clients 
showed  an  average  3%-to-5%  gain  in 
1987  on  the  dollar-denominated  ac- 
counts that  make  up  the  bulk  of  Swiss 
funds  under  management. 

Under  these  circumstances,  it  is 
surprising  that  on  a  relatively  small 
scale  some  of  the  Swiss  are  making 
relatively  small  new  commitments  in 
the  U.S.  markets.  These,  however,  are 
quite  short-range.  Some  Swiss  money 
managers  think  there  are  short-term 
trading  profits  to  be  made  from  strong 
corporate  earnings  reports  and  from 
Federal  Reserve  Bank  policy  that  will, 
they  assume,  continue  to  be  loose 
during  this  election  year.  But  then, 
watch  out. 

"I'm  still  hopeful  that  the  Dow  will 
recover  to  between  2200  and  2400," 
says  Jean  Brancher,  general  manager 
of  Geneva's  Bank  S.G.  Warburg.  "But 
this  will  happen  before  September. 
After  that,  as  things  get  bad,  I  plan  to 
be  100%  in  Swiss  franc  bonds  or  cash. 

"Last  week,  I  bought  $1  million  in 
U.S.  currency  after  it  showed  a  slight 
gain  on  the  Swiss  franc,"  Brancher 
adds.  "Three  days  later,  with  the  dol- 
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ODGE  DYNASTY 


IF  YOU'RE  LOOKING  FOR  THE  ONLY  ALL  NEW  FAMILY  SEDAN  IN 
THE  WORLD  THAT  GIVES  YOU  THE  UNIQUE  COMBINATION  OF 
COMFORTABLE  SEATING  FOR  SIX.  RESPONSIVE  HANDLING, 
AVAILABLE   V-6  PERFORMANCE  AND  ANTI  LOCK   BRAKES, 
FRONT-WHEEL  DRIVE,  PLUS  OUR  UNBEATABLE  7/70  PROTECTION 
PLAN*  ALL  AT  AN  AFFORDABLE  PRICE,  THEN  LOOK  NO  FURTHER 
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BUCKLE  UP  FOR  SAFETY. 


Your  Key  Position 
is  no  Place  for 
Experiments. 


Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


EH 


MANAGEMENT 
RECRUmERS* 

The  search  and  recruiting  specialists  SM 
350  offices  nationwide 


To  Whom 
It  May 

CONSERN 

If  current  trends  continue,  the  cost  of 
a  year  at  a  private  college  in  1998  may 
average  $29,000!  A  year  at  a  public 

COllege  $12,000!  (Source  Parade) 

SOLUTION:  U.S.  CHAMBER  CONSERN 
LOANS  FOR  EDUCATION 

Flexible  and  below  market  rates.  With  15-year  payback. 
Use  for  any  school-related  expense. 

For  the  employer  it's  hassle-free,  risk-free.  Any  company 
belonging  to  the  U.S.  Chamber  of  Commerce  can  participate 

Show  your  employees  ConSern. 

For  Details,  Call  Toll-Free 
1-800-338-7196 
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lar  dropping,  I  sold  my  position  for  a 
1%  profit.  Easy  money."  Brancher 
says  he  no  longer  bothers  to  hedge  his 
clients'  portfolios  against  a  short- 
term  rise  in  the  dollar. 

The  dollar,  according  to  the  Swiss, 
will  likely  drift  down  another  10%  to 
15%  this  year  against  the  Swiss  franc. 
This  prospect,  they  feel,  will  put  more 
downward  pressure  on  the  U.S.  mar- 
ket. Says  UBS'  Meyer,  "When  the  U.S. 
market  turns  down,  I  want  to  be  very 
liquid,  not  holding  too  many  U.S. 
stocks." 

Thus,  except  for  relatively  short- 
term  speculation,  a  typical  dollar- 
based  portfolio  managed  by  any  one  of 
the  big  Swiss  banks  will  have  a  core 
holding  of  a  few  Dow  Jones  indus- 
trials. Especially  favored  are  Merck, 
Philip  Morris,  GE  and  the  big  oils.  Up 

Swiss  money  men  think  the 
U.S.  economy  must  suffer 
some  pain  before  things  get 
fundamentally  better.  The 
likelihood  of  bad  news 
raining  down  on  a  market 
that  reacts  badly  to  bad 
news  is  unsettling. 

to  25%  will  be  invested  in  short-term 
U.S.  Treasurys.  Because  they  expect  a 
rise  in  U.S.  inflation  and  interest 
rates,  the  Swiss  are  steering  clear  of 
longer  maturities.  The  remainder  is 
held  in  European  bonds,  Japanese 
shares  and  gold. 

It's  a  defensive  posture. 

If  not  in  dollar  assets,  where  are  the 
Swiss  investing  longer  term?  They 
like  their  home  market,  especially 
Swiss  bonds.  The  yield  on  prime 
Swiss  bonds  has  been  falling  steadily 
this  year,  and  is  now  the  lowest  in  the 
industrialized  world  at  an  average 
3.86%  for  bonds  with  six-to-seven- 
year  maturities.  But  the  bonds'  under- 
lying currency  is  the  Swiss  franc.  The 
investment  strategy  is  to  earn  more 
on  the  franc's  appreciation  against  the 
dollar  than  the  coupon  itself. 

The  Swiss  exodus  from  the  dollar 
means  that  overall  foreign  demand  for 
U.S.  securities  will  be  significantly 
lower  in  1988.  And  beyond?  "As  soon 
as  we  see  some  positive  changes  in 
the  U.S.,  we  will  want  to  participate 
heavily  again  in  the  American  mar- 
ket," replies  Claude  Zwick,  a  senior 
vice  president  with  Credit  Suisse. 
"But  I  don't  see  that  happening  any- 
time soon."  The  Wall  Street  view 
from  Zurich  and  Geneva,  in  short,  is 
profoundly  gloomy.  And  profoundly 
Calvinist,  rooted  in  the  idea  that  the 
Americans  will  have  to  pay  for  their 
sinful  excesses.  ■ 
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"THIS  PHONE  IS  MY  STORE. 
FOR  YEARS  MY  STORE  WAS 
AT  THE  MERCY  OF  AT&T." 


Let  us 

prove  how 

efficient, 

economical,  and 

easy  800  service 

can  be. 


MCI  800  Service5"  is  not  only  the  first 
alternative  to  AT&T's,  it's  also  a  better  800 
service.  For  instance,  it  charges  you  only  for  the 
actual  distance  of  each  call,  regardless  of 
volume. 

It  provides  itemized  call  detail,  listing  the 
origin  of  every  call. 

It  also  lets  you  route  calls  to  different 
locations,  or  send  multiple  numbers  to  one 
location. 

And,  unlike  AT&T,  MCI  can  give  you  one 
800  number,  with  a  choice  of  regular  or  special 
lines  in  different  locations,  depending  on  your 
needs.  We'll  even  let  you  use  that  one  number 
for  calls  originating  both  in  and  out  of  state. 

And,  MCI's  800  Service  can  be  installed  on 
your  existing  business  lines.  Quickly.  Simply. 

Until  you  call,  you'll  never  know  how  much 
better  a  long  distance  company  can  bes.M 
1-800-888-0800. 


trastatc  800  service  subject  to  state  authorization 
MCI  Communications  Corporation.  1988 


MCI 

Let  us  show  you: 


Today  one  watch  reigns  supreme. 


Royal  Oak  ulna-thin  movement  foi  ladies  and  men  in  I8K  gold  [diamonds  1/  the  lady  prefers). 
I8K  gold  and  steel  or  all  steel  Royal  Oak  Perpetual  Calendar  mechanically  programmed  to  the  year  2100. 


The  Royal  Oak. 


As  no  othei  watch  it  symbolizes  the  ex- 
clusivity of  Audemars  Piguet  an  exclusivity 
dating  back  to  lh/  5 

Historic  in  concept,  the  inspiration  for  the 
Royal  Oak  steins  from  King  Charles  II  who 
took  refuge  in  the  hollow  tiunk  ot  a  magni- 
ficent oak 

Historic  in  acceptance  the  Royal  Oak  is 
internationally  recognized  in  selective  com- 
pany by  only  those  familial  with  its  distincti- 

bezel  iocked  in  by  eight  hexagonal  bolts 

Typically  Swiss  the  case  and  bracelet  are 
bi  ushed  and  butted  to  a  ;  1  lajestic  ^atin  finish 


the  movement  is  painstakingly  adjusted,  ob- 
served and  readjusted,  then  patiently  regu- 
lated in  five  different  positions. 

No  private  kingdom  should  be  without 
The  Royal  Oak ;  created  by  the  master  watch- 
makers at  Audemars  Piguet  for  both  noble 
men  and  noble  ladies. 


AudemaisPipet 

The  most  exclusive  watch. 


•  catalog  send  $5  to  Audeman  Piguet   350  Fifth  Avenue  NYC  10118 


On  the  Docket 


Are  clients  considered  "property"?  That's 
the  question  now  being  asked  on  Madison 
Avenue  and  Wall  Street. 


Client-napping 


By  Deirdre  Fanning 


I'n  February,  Dean  Witter  Reyn- 
olds stockbroker  David  Aigner  re- 
ceived an  attractive  job  offer  from 
Shearson  Lehman  Hutton.  Thinking 
he  would  take  it,  Aigner  promptly 
asked  an  underling  to  start  stockpil- 
ing some  of  his  client  files  at  home. 
As  things  worked  out,  Aigner  decided 
to  stay  put  at  Dean  Witter.  It  was  the 
underling  who  hopped  over  to  Shear- 
son,  Aigner's  client  list 
in  hand.  What  did 
Aigner  do?  What  else? 
He  sued  to  stop  his  for- 
mer assistant  from  us- 
ing the  list.  Tough  luck, 
ruled  the  Texas  state 
court  judge  before 
whom  the  suit  was 
brought;  Aigner's  prize 
client  list  was  fair  game 
for  rival  Shearson  and 
its  new  employee. 

Welcome  to  an  in- 
creasingly familiar,  and 
nettlesome,  by-product 
of  business  competi- 
tion: litigation  over  who  owns  the 
"soft  assets"  of  a  business.  Compa- 
nies that  spend  years  developing  cli- 
ent rosters  and  customer  relation- 
ships often  have  no  other  assets  keep- 
ing them  in  business,  and  losing  those 
assets  to  disloyal  employees  can  drive 
a  company  to  ruin. 

The  problem  of  trade-secret  theft 
has  been  around  for  years.  Now,  how- 
ever, the  litigation  has  spread  to  such 
white-collar  professions  as  law,  adver- 
tising and  the  brokerage  business.  In 
all  those  fields,  a  firm's  most  valued 
assets  are  its  clients.  But  with  law 
firms,   advertising  agencies  and  in- 


on  a  seemingly  daily  basis,  lawsuits 
over  who  gets  the  clients  are  cropping 
up  everywhere. 

Case  law  varies  from  state  to  state, 
and  little  federal  legislation  or  ruling 
exists  on  the  matter.  According  to 
lawyer  Robert  Meister,  a  partner  at 
New  York's  Milgrim  Thomajan  &. 
Lee,  the  issue  generally  boils  down  to 
a  question  of  trade  secrecy.  Most 
states  have  strict  prohibitions  on  the 
theft  of  trade  secrets.  But  just  what 


vestment  houses  now  breaking  apart 


constitutes  a  trade  secret?  "It's  some- 
thing that  is  not  generally  known  to 
the  marketplace,  but  which  is  used  by 
a  company  to  gain  an  advantage 
against  its  competitors,"  explains 
Meister. 

Sounds  simple  enough,  but  secrecy 
is  the  key  element,  and  more  than 
once  the  failure  to  preserve  secrecy 
has  come  back  to  haunt  firms  that 
like  to  puff  themselves  up  by  boasting 
of  the  important  names  on  their  client 
rosters. 

Consider  the  case  of  the  New  York 
advertising  agency  Lord,  Geller,  Fe- 
derico,  Einstein.  The  firm,  a  subsid- 
iary of  the  British-owned  WPP  Group 


Pic,  was  hit  in  March  by  the  defec- 
tions of  six  top  employees,  who  left  to 
start  a  rival  agency.  With  them  went 
some  of  Lord,  Geller's  prestigious  cli- 
ents, including  the  New  Yorker  maga- 
zine and  WNBC-TV,  the  New  York 
flagship  station  of  the  NBC  television 
network. 

The  WPP  Group  is  suing  the  defec- 
tors over  the  issue  of  how  the  clients 
left,  but  trade-secrecy  violations  have 
never  been  alleged.  Why  not?  One  rea- 
son might  be  that  the  lobby  of  the 
building  housing  Lord,  Geller's  Man- 
hattan headquarters  boasts  a  giant — 
and  very  public — list  of  the  com- 
pany's clients,  a  not  surprising  fact 
given  the  competition  among  pres- 
tige-hungry ad  agencies. 

With  trade-secret  violations  thus 
often  difficult  to  prove,  more  and 
more  white-collar  firms  are  turning  to 
locking  up  clients  by  making  employ- 
ees sign  noncompete  agreements  with 
specific  clauses  that  prohibit  those 
employees  from  soliciting  the  com- 
pany's clients  for  a  stipulated  period 
of  time. 

A  solution?  Investment  banks  and 
consulting  firms  like  the  idea,  but 
judges  often  find  noncompete  docu- 
ments unenforceable,  on  public  poli- 
cy and  trade  restraint  grounds. 
"Judges  are  very  careful  to  ask  wheth- 
er this  is  a  type  of  [thing]  they'll  en- 
^^^^^^^  force  or  whether  it  is 
against  public  policy 
and  unreasonably  re- 
strains someone  in  their 
pursuit  of  livelihood," 
notes  attorney  Meister. 
The  New  York  law 
firm  of  Lord  Day  &. 
Lord,  which  in  March 
merged  with  Barrett, 
Smith,  Schapiro,  Simon 
&  Armstrong,  found 
that  out  the  hard  way  in 
a  dispute  last  year  over 
compensation  owed  a 
recently  departed  part- 
ner. While  client  steal- 
ing was  not  actually  an  issue  in  this 
case,  a  New  York  State  court  found 
that  the  entire  noncompete  agree- 
ment between  the  law  firm  and  its  ex- 
partner  violated  the  Code  of  Profes- 
sional Responsibility.  The  code, 
among  other  things,  guarantees  cli- 
ents the  right  to  use  the  lawyer  of 
their  choice.  Lord  Day  is  appealing 
the  case. 

The  lesson  in  all  this?  If  a  certain 
client  (or  even  group  of  clients)  is  the 
secret  to  a  firm's  success,  then  mum's 
the  word.  Unless  you  can  prove  that  a 
client  constitutes  a  trade  secret,  that 
client  most  likely  is  fair  game  for  the 
competition.  ■ 
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SPECIAL  ADVERTISING  SUPPLEMENT 
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RICO 


in 


By  Kal  Wagenheim 


,    -*v    AN  JUAN,  PR.  —  "The  best 
i    ^^T  one-word  description  of  the 
.  ^*^  I  island's  economy  today  is 
^    \      vigorous,'  "  says  Miguel  A. 
Ferrer,  president  of  Paine  Webber, 
Inc.  of  Puerto  Rico,  one  of  several  large 
investment  banking  firms  active  here. 

New  investments  in  manufactur- 
ing, tourism,  agriculture,  construction 
and  other  sectors  have  stimulated  the 
economy  of  this  U.S.  Commonwealth  i 
the  Caribbean  to  its  most  rapid 
growth  rate  in  a  decade.  A  few  numbers 
outline  the  contours  of  the  boom. 

The  gross  product  of  this  100-by- 
35-mile  island  climbed  to  a  record 
$17.06  billion  in  the  fiscal  year  ended 
June  30, 1987.  In  constant  prices,  real 
gross  product  growth  was  5.1%  com- 
pared with  2.6%  in  fiscal  year  1986.  The 
growth  rate  in  fiscal  1988  will  be 
about  4.2%,  says  Planning  Board  Presi- 
dent Patria  Custodio. 

As  a  result,  unemployment,  which 
soared  to  23-5%  in  1983,  has  been  cut 
sharply  to  about  16%,  the  lowest  fig- 
ure in  13  years. 

Experts  here  agree  that  a  conflu- 
ence of  factors  has  sparked  the  resur- 
gence of  Puerto  Rico's  economy.  The 
weakness  of  the  dollar  has  made  for- 
eign products  more  costly  in  the  U.S. 
market,  thus  making  manufacturing  in 
Puerto  Rico  more  competitive.  Re- 
moval of  certain  foreign  nations  from 
the  General  System  of  Preferences 
and  tighter  quota  and  anti-dumping 
policies  by  the  L'nited  States  also  have 
reinforced  Puerto  Rico's  position  as  a 
profitable  manufacturing  location. 

Three  other  factors  motivate  in- 
dustrial investors  to  set  up  operations 
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We've  been  helping 

Puerto  Rico  build  more  than 

castles  in  the  sand. 


El  San  Juan  Hotel  and  Casino         Hyatt  Regency  Cerromar  Beach 


Hyatt  Dorado  Beach 


Condado  Plaza  Hotel  and  Casino 


In  just  the  last  three  years,  Merrill 
Lynch  Capital  Markets  has  under- 
written over  $150  million  of  finan- 
cing for  the  tourism  industry  alone. 
As  a  result,  hotels  like  the  Hyatt 
Dorado  Beach,  Hyatt  Regency 
Cerromar  Beach,  the  Condado  Plaza 
Hotel  and  Casino  and  the  new  El  San 
Juan  Hotel  and  Casino,  are  now 
major  contributors  to  the  island's 
economy,  and  beneficiaries  of  the 
explosive  growth  of  tourism.  Today, 
tourism  has  become  the  island's 
third  largest  industry. 

At  Merrill  Lynch,  we  are  commit- 
ted to  helping  tourism  and  all  other 
industries  succeed  in  Puerto  Rico. 
Together  with  the  government,  we 
are  working  to  make  the  island  the 
base  for  sound  economic  growth  in 
the  Caribbean. 


When  you  are  considering  the  po- 
tential for  project  development  in 
Puerto  Rico,  consider  contacting 
Merrill  Lynch.  We  offer  a  full  range 
of  financial  services  to  businesses  in 
this  dynamic  environment,  including 
top-ranked  research,  global  distribu- 
tion, innovative  financial  engine- 
ering, M&A  expertise,  and  24  hour 
trading. 

Come  and  share  the  future  we  are 
helping  to  build.  Call  Javier  M. 
Uribe,  Managing  Director,  Merrill 
Lynch  Capital  Markets,  Puerto  Rico, 
at  809-754-5449,  Suite  1800  Banco 
Popular  Center,  Munoz  Rivera  Ave., 
Hato  Rey,  Puerto  Rico  00917. 


Merrill  Lynch 
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DYNAMIC  ECONOMIC  GROWTH 


on  the  island:  first,  products  from  the 
Commonwealth  of  Puerto  Rico  enter 
the  U.S.  market  duty-  and  quota-free; 
second,  there  are  no  currency  ex- 
change problems,  and  third,  fre- 
quently scheduled  air-  and  marine-car- 
go connections  insure  rapid  delivery 
to  mainland  U.S.  markets. 

In  addition,  investor  confidence  in 
Puerto  Rico  has  been  bolstered  by  the 
Congress's  reaffirmation  of  Section 
936  of  the  U.S.  Internal  Revenue  Code. 
Section  936  provides  that  qualified 
corporate  earnings  in  Puerto  Rico  are, 
in  effect,  not  subject  to  federal  tax 
either  before  or  after  they  are  remitted 
to  U.S.  parent  corporations.  This  is 
part  of  a  total  package  that  has  been 
described  as  the  world's  most  effec- 
tive tax  incentive  program. 

In  addition,  Puerto  Rico  last  year 
liberalized  and  simplified  its  local  in- 
centives package.  Now,  there  is 
across-the-board  9096  exemption  fr<  >m 
Commonwealth  taxes,  not  only  for 
manufacturing  firms,  but  also  for  com- 
panies engaged  in  R&D  and  in  a  long 
list  of  export  service  activities.  The  bur 
geoning  tourism  industry,  too,  has 
been  helped  by  expanded  tax  incen- 
tives, stepped-up  public  infrastruc- 
ture creation  and  advertising,  and  other 
government  programs. 

Substantial  Section  936  profits  are 
retained  in  Puerto  Rico's  financial  sys 
tern,  providing  the  worlds  lowest 
cost,  private-sector  dollar  financing. 
Businessmen  have  put  some  ofth.it 
capital  to  work,  utilizing  government 
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Real  Gross  Product 

Growth  in  Puerto  Rico 
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Puerto  Rico  Helping  Caribbean  Neighbors  to  Develop 


Expanded  airline  hub  operations, 
reliable  ocean  transportation  and  com- 
munications infrastructure,  and  a  di- 
versified manufacturing  base  support- 
ed by  highly-skilled  industrial  work- 
ers have  positioned  Puerto  Rico  as  a 
major  participant  in  the  development 
of  the  Caribbean,  a  region  of  vital  geo- 
political importance  to  the  U.S. 
To  this  end, 
Puerto  Rico  is  help- 
ing Washington  to 
implement  the  Ca- 
ribbean Basin  Ini- 
tiative (CBI),  a  one- 
way, duty-free 
program  for  eligible 
regional  products 
shipped  to  the  U.S. 
This  program  is 
designed  to  stimu- 
late economic  de- 
velopment and  foster  political  stability 
in  the  region.  The  CBI  is  getting  a 
push  from  promotion  of  complemen- 
tary projects  by  the  Commonwealth's 
Economic  Development  Administra- 
tion, or  Fomento  as  the  agency  is 
called  in  Spanish. 

Complementary  projects  generally 
involve  labor-intensive  production  in 
lower  wage  nations  of  the  Caribbean 
or  Central  America,  and  finished  prod- 
uct manufacturing  and  quality  con- 
trol testing  by  technically-skilled  work- 
ers in  Puerto  Rico  for  some  specific 
products,  the  resulting  blended  labor 
costs  can  be  reduced  to  15%  of  such 
costs  in  the  mainland  U.S. 

Puerto  Rico  s  Caribbean  Develop- 
ment Program  was  launched  three 
years  ago  under  a  policy  decision 
made by  ( x immi >nw ealth ( k nernor Ra- 
t.iel  1  lernandez  Colon. 

In  an  article  appearing  in  the  Gov- 
ernment Development  Bank  for  Puerto 
Rico  monthly,  Business  Rctiew, 
(  n  i\  ernor  1  lernandez  Colon  stated: 

Our  involvement  in  Caribbean 
development  programs  reflects  not 
only  a  commitment  to  the  CBI,  but  a 
recognition  that  our  own  manufactur- 
ing and  service  industries  will  benefit 
through  the  growth  of  other  economies 
in  the  region." 

Indiv  Idual  countries  in  the  CBI  re- 
gion offer  specific  advantages  for  com- 
plementary production,  the  Gover- 
nor stressed 

"Some  countries  have  extremely 


low  wages.  Others,  with  slightly  hi  k 
wages,  offer  greater  skill  and  prod> 
tivity  in  more  technical  procedure 
Others  offer  access  to  Europe,  par 
ularly  the  EEC  countries  through  t 
Lome  convention,  which  is  similar 
the  CBI... Still  others  offer  cost  savi 
in  energy  or  agribusiness." 

Reaffirming  support  for  CBI 
through  Puerto  Rico's  complemer) 
production-sharing  program,  the 
Governor  concluded:  "We  are  usii 
seminars,  conferences,  exposure  i 
the  media  —  we  are  using  multipl 
approaches  to  achieve  one  funda- 
mental goal  —  a  thriving ...  progra 
generate  economic  progress 
throughout  our  region." 

Puerto  Rico's  "report  card"  tells 
the  story  to  date:  In  approximately 
years,  43  complementary  plant  pre 
jects  have  been  promoted  by  Fom 
in  1 1  Caribbean  Basin  countries. 
These  projects  will  involve  cumuk 
investments  estimated  at  $50  milli< 
and  are  expected  to  generate  7,100 
in  the  CBI-beneficiary  countries  a« 
well  as  approximately  3,200  jobs  ii 
Puerto  Rico. 


High-skill  capabilities  of 
Puerto  Rico's  workers  support 
labor-intensive  Caribbean 
complementary  projects. 

I  S.  blue  chips  Westinghouse, 
Warner-Lambert,  Eli  I.illyjohnson 
Johnson,  General  Electric,  Americ 
Cyanamid  and  Abbott  Laboratories 
have  gone  the  complementary  pla 
route — along  with  a  number  of  sm 
corporate  ventures. 


WHAT  MAKES  THESE  CEOs 

MORE  /N  THE  KNOW 

THAN  OTHERS? 


Kenneth  H.  Olsen,  President,  CEO,  Digital  Equipment  Corporation  Vernon  R.  Loucks,  Jr.,  Chairman,  CEO,  Baxter  Trovenol  Laboratories,  Inc.  Jim  P.  Manzi,  President,  CEO,  Lotus  Development  Corporation 


Robert  A.  Breakstone,  Choirman.  CEO.  Health-tex 


D.  Wayne  Colloway,  Choirmon.  CEO,  PepsiCo,  tnc. 


Sidney  W.  Swartz,  President,  CEO.  The  Timberland  Company 


NO  QUOTAS. 

NO  HIGH  LABOR  COSTS. 

NO  SHIPPING  DELAYS. 

NO  LANGUAGE  BARRIER. 

NO  HIGH  RENT. 

NO  IMPORT  DUTIES.  JIKST 

Yet  every  one  of  these  industry  leaders  gave  the  nod  to 
Puerto  Rico  for  expansion  of  their  production  facilities. 

And  not  just  for  all  the  wonderful  things  Puerto  Rico 
doesn't  offer.  In  a  most  revealing  survey  of  executives  of 
parent  firms  with  plants  in  Puerto  Rico,  94%  attributed  their 
company's  success  to  the  labor  force  and  native  Puerto 
Rican  management. 

This  is  not  to  say  that  substantial  federal  tax  credits, 
local  tax  incentives,  proximity  to  the  U.S.  market,  factory 
space  starting  at  $1.25/sq.  ft./yr.,  and  government-subsi- 
dized training  programs  didn't  factor  in  their  decisions.  But 
once  they  noted  the  direct  correlation  between  impressive 
quarterly  results  and  their  workers'  commitment  to  excel- 
lence, these  leaders  of  American  industry  all  had  basically 
the  same  thing  to  say:  "We  came  to  Puerto  Rico  for  the 
taxes,  but  we  stayed  for  the  people!' 

For  specific  information  on  the  advantages  of  Puerto 


Rico  for  a  company  in  your  industry,  mail  in  the  coupon  or 
call  212-245-1200,  Ext.  437  No  obligation,  of  course. 


Yes,  I  want  to  know  more. 
Please  send  my  Climate  is  Right 
information  immediately. 
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n  Current  expansion  project      □  Future  expansion  planning 
Mail  to:      COMMONWEALTH  OF  PUERTO  RICO 

Economic  Development  Administration  Or  coll  212-245-1200,  Ext.  437 

1290  Avenue  of  the  Americas 

New  York,  N.Y.  10104-0092  FO-5  30  88 

PUERTO  RICO 


The  climate  is  right. 
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Continued  from 

A  new  loan  and  guarantee  fund  that 
will  provide  lower-cost  financing  for 
complementary  projects  is  gearing 
up  under  a  directive  from  Governor 
Hernandez  Colon.  The  fund  is  sup- 
ported by  guarantees  of  the  Govern- 
ment Development  Bank  for  Puerto 
Rico  and  the  Overseas  Private  Invest- 
ment Corporation,  a  U.S.  federal 
agency.  These  guarantees  will  facilitate 
the  sale  of  $30  million  in  Caribbean 
Basin  Fund  bonds  to  companies  oper- 
ating in  Puerto  Rico  under  Section 
936  tax  incentives,  thus  generating  fi- 
nancing for  complementary  projects. 

Earlier  this  year,  Puerto  Rican  and 
U.S.  government  officials  completed  a 
joint  mission  to  Asia  to  promote  Far 
Eastern  investment  in  the  Caribbean. 
Joint  missions  are  the  result  of  an 
agreement  by  Fomento  and  the  U.S. 
Commerce  Department 


Experienced  Puerto  Rican 
sewing  operators  recently 
helped  train  apparel  workers 
in  the  Dominican  Republic. 

Puerto  Rico  received  strong  en 
dorsement  from  is  So  retar)  ol  state 
( ieorge  P,  Shultz  in  letters  to  Asian 
officials.  Shultz  wrote  to  Japan's  For- 
eign Ministei  Sosuke  I  fno 

"Puerto  Rico  can  serve  as  a  catalyst 
ft >r  regional  business  devek  >pment 
Japanese  companies  will  find  signifi- 
cant economic  and  financial  benefits  m 
combining  production  In  Puerto  Rico 
with  production  facilities  elsewhere  in 
the  region  We  believe  this  joint  in- 
vestment mission  can  advance  our  mu- 
tual cooperation  in  furthering  the 
economic  development  of  the  Caribbe 
an  Basin." 

A  reciprocal  visit  to  Puerto  Rico  .md 
(bean  by  Asian 
ii  leaders  to 
ted 

h  i  lentoand 


Puerto  Rico's  2,000  factories  contribute  to  $7  billion  in  annu- 
al purchases  from  the  U.S.    Caribbean  growth  also  fuels  pur- 
chases from  the  States. 


U.S.  Commerce  officials  took  Puerto 
Rico's  complementary-project  promo- 
tional campaign  to  Europe.  Business 
leaders  and  associations  in  Rome, 
Paris  and  Brussels  were  "interested  and 
receptive"  to  the  opportunities  of- 
fered by  Puerto  Rico  and  the  Caribbean 
region,  says  Fomento  s  Colorado. 

In  Puerto  Rico,  Fomento  is  pushing 
ahead  with  an  imaginative  Caribbean 
Point  Four  program,  designed  to  help 
neighboring  countries  with  their  pro- 
motion of  industrial  projects.  The 
"Point  Four"  name  was  first  coined  in 
the  Truman  Administration  and  de- 
scribes the  systematic  transfer  of  tech- 
nical knowhow  by  the  U.S.  to  emerg- 
ing nations.  Thousands  of  foreign  rep- 
resentatives have  visited  Puerto  Rico 
under  that  initiative. 

starting  in  May  this  year,  public  and 
private  Caribbean  executives  will  bring 
pre  selected  projects  to  Puerto  Rico 


under  the  Caribbean  Point  Four  pro- 
gram. Two  representatives  from  each 
CBI  country  will  work  with  Fomento 
experts  to  expedite  real-case  promo- 
tions for  their  countries. 

"Competition  is  a  global  phenom- 
enon. In  a  real  sense,  public  leaders 
must  all  work  together  to  make  sure 
that  the  rules  of  the  game  in  the  worli 
community  leave  something  on  the 
table  for  all  the  business  interests  in- 
volved in  this  competition  —  and  for 
the  workers  who  actually  produce  am 
sell  corporate  products  in  the  world's 
marketplaces. 

"That's  why  Puerto  Rico  is  pursu- 
ing a  policy  of  partnership  with  its 
neighbors  in  the  Caribbean.  And 
that's  why  our  policies  and  programs 
are  designed  to  welcome  investment 
capital  from  all  over  the  world  to  our 
island  Commonwealth,"  Colorado 
concludes. 


Third  Caribbean  Conference  To  Expedite  Private  Projects 


Puerto  Rico's  Third  Caribbean  Ba- 
sin Business  Conference  and  Market- 
place— to  be  held  at  the  Caribe  Hilton 
Hotel  in  San  Juan.  October  16-20, 
ll)K8 — will  bring  together  industrial 
development  and  investment  officials 
and  private  sector  executives  from 
the  Caribbean,  the  United  States,  Eu- 
rope and  the  Pacific  for  three  and  a 
half  days  ol  seminars  and  meetings. 

The  conference  is  being  spon- 
sored bv  the  Commonwealth  Govern- 
ment s  Economic  Development  Ad- 
ministration FDA  has  retained  William 


H.  Coleman  Inc.  to  pre-schedule 
"person-to-person"  meetings  for  pri- 
vate executives  and  government  offi- 
cials interested  in  exploring  or  expedi 
ing  specific  regional  projects. 

Executives  from  the  Apparel,  Foot- 
wear. Electronic  Assembly,  Food  Pro- 
cessing and  other  industries  may  ob- 
tain information  and  registration  form 
from  William  H.  Coleman,  Inc.,  355 
Fast  Monroe  Street,  Jacksonville,  FL 
32205  (800-874-2324;  in  Florida,  904- 
358-6777),  or  from  Ms.  Donata  Makut 
San  Juan  (809)  758-4747  or  763-1003 


The  effective  performance  of  your 

business  in  toda/s  competitive  marketplace 

depends  on  the  vital  role  communications 

play. 

At  the  Puerto  Rico  Telephone  Company 

we  are  keenly  aware  of  this  role.  This  is  why 

we  offer  a  vast  array  of  the  latest  state  of  the 

art  communications  equipment.  From  your 

basic  needs  to  the  most  advanced 

technology  in  computerized  switchboards, 

WATS  lines,  packet  switching,  modems, 

digital  electronics,  digital  terminating 

systems,  satellite  earth  stations,  cellular 

phones,  fiber  optics.  All  backed  by  skilled, 
highly  motivated  technicians.  To  keep  you 
in  touch.  At  all  times.  Over  any  distance. 


I2R5T 


Heralding  a  new  era. 


Puerto  Rico 

letephone 

Company 
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financing  vehicles  such  as  local  tax- 
free  revenue  bonds  to  underwrite  the 
construction  of  factories,  hotels  and 
other  projects.  These  bonds  are  issued 
by  a  public  corporation  known  as 
AFICA,  the  Spanish  acronym  for  the 
Puerto  Rico  Industrial,  Medical  and 
Environmental  Pollution  Control  Facil- 
ities Financing  Authority. 

Of  the  $291  million  in  bonds  is- 
sued by  AFICA  between  July  1985  and 
late  1987,  $170  million  was  under- 
written by  Merrill  Lynch  Capital  Mar- 
kets, according  to  Javier  Uribe,  man- 
aging director.  The  balance  was  under- 
written by  Chase  Capital  Markets, 
Drexel  Burnham  Lambert  Caribe, 
Shearson  Lehman  Hutton  and  Pru- 
dential-Bache  Capital  Funding. 

"AFICA  bonds  are  receiving  excel- 
lent response  from  U.S.  companies  op- 
erating on  the  island  under  Section 
936  tax  exemption  benefits,"  says 
Uribe.  "These  bonds  are  now  financ- 
ing a  significant  portion  of  Puerto  Rico's 
tourist  facility  improvements  and 
we're  looking  to  expand  utilization  of 
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Manufacturing  Profitability:  Puerto  Rico 

vs.  U.S. 

FISCAL  YEAR  1984                                                  PROFIT  TO  EQUITY  % 

PROFIT  TO  SALES  % 

SELECTED  INDUSTRIES                                             P.R 

u.s. 

P.R 

U.S. 

Apparel  and  Textile                                                    29  31 

17.32 

19.73 

394 

Footwear                                                                    25  56 

10.79 

15.58 

2.67 

Electrical  and  Electronics                                           34.46 

11.70 

36.18 

4.38 

Computer                                                                  40.17 

12.75 

26.42 

360 

Chemical'                                                                  2368 

1395 

46.02 

6.63 

Personal  Care                                                             17.53 

25.76 

21.81 

570 

Fabricated  Metals                                                        12.06 

12.95 

12.23 

385 

Rubber  and  Plastics                                                    25.94 

1360 

16.90 

380 

Printing  and  Publishing                                              73  50 

18.23 

2236 

6.03 

Source:  Economic  Development  Administration  of  Puerto  Rico 
"Including  Pharmaceuticals 

the  proceeds  of  future  issues  in  eligi- 
ble manufacturing,  R&D,  and  service 
industry  activities." 

Describing  the  advantages  of  using 
936  funds,  Uribe  points  out  that  for  5- 
year  borrowings,  the  936  rate  in  Puer- 
to Rico  is  about  98%  of  comparable  U.S. 
Treasury  rates,  presuming  triple  A 
credit  rating  and  favorable  market  con- 
ditions for  such  borrowings. 

Alfonso  Fernandez,  vice  president 
for  investment  banking  with  Prudential 
Bache  Capital  Funding,  Inc.,  says  that 


"short  of  Japan,  where  the  cost  of  fi-l 
nancing  is  about  4%,  you  won't  find  I 
any  lower  in  any  other  jurisdiction.  I 
Here,  it's  about  85%  of  the  Eurodoll| 
market  rate." 

On-going  infrastructure  improve- 
ments continue  to  add  to  Puerto  Ric 
economic  development.  For  fiscal 
1989,  commencing  July  1, 1988,  the 
Commonwealth's  general  agencies 
and  public  corporations  are  budget 
$1.7  billion  for  diverse  capital  im- 

Conthiuect  Page '. 


iscover  Puerto  Rico,  the  Golden  Door  to  the  Caribbean 

We  Invite  you  to  discover  the  port  of  San  Juan,  the  Caribbean's 
most  active  port,  and  the  perfect  homeport  for  cruise  ships 
sailing  the  Caribbean  islands.  Its  location  and  modem  facilities 
allow  it  toaccommodate  even  big  ships  like  die  spectacular  Sovereign    .c^  ftU^Q 
of  the  Seas,  the  SS  Norway  and  the  Queen  Elizabedi  2.  ^~-->  -  - 


write  to:  i'orts  Authority,  ( ununomvcultli  ofPuerto  Rico 
nan.  Puerto  Rico  00936-2829,  or  call  ( S(  lit  1 783-8260. 


commonweAjw  of  Puerto  rico 
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Chase:  your  expert  guide  to  936 


If  you're  ready  to  explore 
all  the  benefits  the  936 
section  of  Puerto  Rico's 
Industrial  Incentives  Program 
has  to  offer,  Chase  is  the 
expert  you  should  talk  to. 

Why? 

Because,  with  55  years 
experience  in  Puerto  Rico, 
Chase  has  been  a  leader  in  the 
936  market  since  its  very 
beginnings. 


As  a  result,  we  have  the 
specialized  knowledge 
investors  look  for,  as  well  as 
the  proven  capability  to  work 
with  government  and  key 
institutions  within  the  936 
program. 

In  fact,  Chase  can 
coordinate  the  entire  process 
of  establishing  936  operations 
in  Puerto  Rico:  from  the 
initial  advisory  stage,  to 


funding,  to  investment 
management. 

Total  banking  capability 
expertise  and  resources.  It's 
what  sets  Chase  apart  from 
other  financial  institutions... 

It's  exactly  what  you  need 
when  you  look  at  936. 


The  Chase  Manhattan  Bank,  N.A.  Member  F.D.I.C. 
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provements,  many  of  which  will  favor- 
ably impact  island  manufacturing, 
tourist,  "services"  and  other  business 
activities. 

Over  the  next  five  years,  approxi- 
mately $70  million  has  been  earmarked 
by  the  Pons  Authority  for  a  hotel  and 
aircraft  maintenance  and  cargo  build- 
ings at  Luis  Muhoz  Marin  Internation- 
al Airport  and  cruise-  and  cargo-ship 
dock  facilities  in  San  Juan.  The  Puerto 
Rico  Telephone  Company  will  com- 
plete a  $1  billion  modernization  pro- 
gram involving  continuing  conversion 
to  digital  switching  systems,  installa- 
tion of  fiber  optics  and  cellular  radio 
phones  and  provision  of  service  to 
one  million  telephones  by  1990.  Some 
$1.5  billion  has  already  been  invested 
to  give  Puerto  Rico  a  world-class  com- 
munications system. 

The  Puerto  Rico  Industrial  Devel- 
opment Company  ( PRIDCO),  the  finan- 
cial/real estate  arm  for  the  island's 
economic  development  program,  will 
invest  $183  million  for  land  acquisi- 
tion and  development  and  building 
construction  for  industrial  purposes 
during  the  1988-92  period  To  date, 
PRIDCO  has  constructed  28.6  million 
square  feet  of  industrial  space  for 
Puerto  Rico's  manufacturing  sector. 

Outlook  Encouraging 

Ixist  year,  Puerto  Rico  promoted  a 
record  20,066  new  jobs  in  manufactur- 
ing and  export  services,  says  Antonio 
J.  Colorado,  administrator  of  the  Eco- 
nomic Development  Administration. 


Busy  island  marine  and  air  cargo  facilities,  handling  annual 
exports/imports  of  $22  billion,  are  being  expanded. 


Known  as  Fomento,  this  government 
agency's  1 987  results  compare  with 
16,303  jobs  promoted  in  1986  and 
11,692  in  1985. 

The  outlook  for  the  next  2  4  months 
is  "very  encouraging."  says  Colorado. 
In  the  next  two  years,   the  pharma- 
ceutical industry  alone  may  invest  close 
to  $1  billion  in  plant  facilities  and 
equipment,  which  could  generate 
6,000  or  more  jobs." 

Fomento  is  currently  negotiating 
with  15  pharmaceutical  firms  for  pro 
jects  with  combined  new  investments 
estimated  at  more  than  $630  million. 
Previously  promoted  pharmaceutical 
projects,  involving  combined  invest- 
ments of  more  than  M00  million,  will 
start  up  over  the  ihm  tw»  i  years. 

Other  recent  investments  that  re 


■  -v  <. stments  in  pharma<  eutical  facilities  may  reach 
il  billion  in  the  next  two  years. 


fleet  the  diversity  of  Puerto  Rico's  m 
ufacturing  base  include:  The  Sun 
Company  of  Radnor,  Pa.,  $50  million 
upgrade  its  Yabucoa  refinery,  for 
high  octane  gas  production,  to  be  co  - 
pleted  by  February  1989;  Bromon 
Aircraft  of  Las  Vegas,  now  tooling  upw 
Aguadilla  to  manufacture  a  versatile 
aircraft  for  commuter-passenger  or ;  - 
cargo  utilization;  Bacardi  Corp.  of 
Puerto  Rico,  $15  million  for  a  new 
Coca-Cola  bottling  plant  in  Cayey; 
Juston  Ltd.  of  New  York,  $12  million  Id 
a  computerized,  vertically-integratec 
textile/apparel  facility  operating  in  f 
macao,  St.  Jude  Medical,  Inc.  of  St. 
Paul,  Minn.,  now  producing  mechan 
cal  heart  valves  in  Caguas;  Western 
Digital  of  Irvine,  Ca.,  $5  million  inve 
ment  in  new  surface-mount,  circuit 
board  technology  at  its  Ponce  plant; 
Lehigh  Press  of  Pennsauken,  N.J.,  $6 
million  for  a  plant  injuncos  which  i; 
printing  pharmaceutical  circulars, 
and  I  lewlett  Packard  of  Palo  Alto,  Ca 
moving  from  leased  facilities  to  its 
$12  million  Aguadilla  electronics  pit 
in  August  this  year. 

Hewlett-Packard  is  one  of  several 
island  electronics-makers  that  are  e> 
panding  or  re-hiring  workers  who 
were  let  go  during  the  world-wide  ii 
dustry  crisis  of  1985-86. 

$12  Billion  in  Exports 

Puerto  Rico's  modern  manufactur- 
ing industry,  which  employs  about 
160,000  workers  in  nearly  2,000 
plants,  is  the  engine  that  drives  the 
economy  of  this  small,  bustling  isla 

Continued  Page  II 


Chi  Chi  Rodriguez:  "There  are  14  challenging  reasons  why 
Puerto  Rico  is  called  Scotland-in-the-SunV 


Puerto  Rico  has  more  golf  courses  than 
any  other  island  in  the  Caribbean— 14 
in  all.  And  four  of  them  are  Robert 
Trent  Jones  classics. 

But  one  of  the  unexpected  joys  of  a 
golf  vacation  in  Puerto  Rico  is  leaving 
the  links  for  a  few  days  and  exploring 
this  beautiful  100-mile-long  island. 

You'll  find  tropical  forests,  historic 
400-year-old  towns,  shops,  festivals, 
beaches,  gambling,  endless  night  life, 
and,  in  the  opinion  of  many,  the  best 
restaurants  in  the  Caribbean. 

You'll  also  discover  a  wonderful 
spirit  about  the  people  you'll  meet  that 
sets  Puerto  Rico  apart.  A  spirit  that  has 
made  this  island  a  model  for  peace  and 
progress  in  the  Caribbean. 

For  a  free  color  brochure,  write:  Puerto 
Rico  Tourism,  1290  Ave.  of  the  Ameri- 
cas, Box  9,  NY,  NY  10104.  Or  call  a 
Puerto  Rico  Travel  Expert  at  (800)  223- 
6530.  In  NY,  (212)  541-6630. 


PUERTO  RICO/The  Shining  Star  of  the  Caribbean 


DYNAMIC  ECONOMIC  GROWTH 


of  3.2  million  U.S.  citizens. 

Last  year,  Puerto  Rico  exported  a 
record  $12.07  billion  worth  of  diversi- 
fied products,  primarily  from  its  man- 
ufacturing sector. 

Fomento  recently  completed  a  sur- 
vey of  island  executives,  each  of  whom 
employs  an  average  of  270  workers. 

When  asked  the  bottom  line  ques- 
tion — "Have  your  Puerto  Rico  opera- 
tions lived  up  to  your  initial  expecta- 
tions?"—  an  impressive  90%  respond- 
ed, "yes."  The  executives  ranked  in 
order  of  importance  a  list  of  14  factors 
that  influenced  their  decision  to  lo- 
cate facilities  in  Puerto  Rico.  The  top 
five  factors  were:  (1)  exemption  from 
federal  taxes,  (2)  Puerto  Rico  tax  ex- 
emption, (3)  skilled  and  productive 
workforce,  (4)  pro-business  climate 
and  (5)  attractive  wage  levels. 

Average  hourly  manufacturing 
wages  in  Puerto  Rico  are  about  $5  44, 
compared  with  $985  in  the  continen- 
tal States. 

As  for  productivity,  94%  of  the  ex- 
ecutives responded  that  their  Puerto 
Rican  employees  were  equal  to  or 
better  than  counterpart  employees  in 
other  jurisdictions. 

Export  services  and  R&D  are  two 
relatively  new  sectors  of  Puerto  Rico's 
economy,  but  they  are  among  the 
fastest  growing  because  of  new  tax  in- 
centives equal  to  those  enjoyed  by 
manufacturers.  "As  of  December  1987, 
Fomento  has  promoted  203  export 
service  industry  projects,  representing 
a  commitment  of  4,094  jobs,  invest 
ments  of  $79 .8  million,  and  an  annual 


Key  Indicators  for  Puerto  Rico      i960 


1970 


1980 


1987 


;" 


Population  (thousands) 
Gross  Product  ($  millions, 

at  current  prices) 
Net  Income  ($  millions, 

at  current  prices 

Manufacturing  % 
Net  income  per  capita 

($  at  current  prices) 
Average  family  income 

($  at  current  prices) 
Manufacturing  net  income 

($  millions) 
Value  of  agricultural 

production  ($  millions) 
Visitor  expenditures 

($  millions) 
Exports/Imports 

Outbound  ($  millions) 

Inbound  |$  millions) 


2,340 

$1,676 

$1,349 
21 

$576 

$2,812 

$289 

$238 

$58 

$629 
$906 


2,710 


3,184 


3,28£ 


$4,687         $11,074        $17,068 


$3,668 
26 


$  9,213 
53 


$13,956 
62 


$1,353  $2,893         $4,248 

$5,674         $14,762        $20,016 


$  958  $  4,809         $  8,661 


$267 

$235 

$1,746 
$2,505 


$394 

$615 

$7,140 
$  8,189 


8,661 

$372 
$896 


$11,629 
$10,616 


Source:  Planning  Board,  Commonwealth  of  Puerto  Rico 

'Data  for  fiscal  years;  1987  is  preliminary  Unemployment  peaked  at  24%  in  1983,  was  21%  in  1986,  but  has  bee 

reduced  to  approximately  16%. 


payroll  of  $53. 1  million,"  according 
to  Colorado. 

Local  Investments  Up 

Growing  local  managerial  exper- 
tise has  stimulated  increased  participa- 
tion by  local  entrepreneurs,  long  tied 
to  traditional  agriculture  and  com- 
merce, in  technology-based  activities 
of  the  economy. 

Luis  C.  Morera,  deputy  administra- 
tor for  Puerto  Rican  Industries,  reports 
that  of  the  20,066  new  jobs  that  Fo- 
mento promoted  in  1987,  more  than 
7,200  were  generated  by  locally- 
owned  businesses. 


.  u  i  .vfr v u Ui 


B  give  high  marks  to 
ican  productivity. 


A  number  of  Puerto  Rican  firms, 
Morera  notes,  are  doing  subcontract' 
work  for  U.S.  subsidiaries  here.  A 
good  example  is  Mova  Pharmaceutic 
Corp.,  whose  locally-owned  $9  mil- 
lion  plant  will  produce  anti-cholesterlR 
Mecavor  tablets  and  the  anti-hyper 
tensive  Vasotec  for  Merck  &  Co.  under 
licensing  agreement. 

Many  other  local  companies  are 
finding  profitable  niches  by  doing  me,  i 
al  stamping,  electroplating  and  tool 
and  die  work  for  the  electronics  indu 
try;  turning  out  vials,  labels  and  cap- 
sules for  the  pharmaceutical  plants,  ar; 
manufacturing  cardboard  and  plastic 
shipping  containers  for  diversified,  m 
jor  U.S.  subsidiaries  on  the  island. 

"Things  are  fantastic,"  says  Guil- 
lermo  L.  Martinez,  president  of  Geneq 
Computer  Corp.,  a  local  data  process 
ing  Firm  with  160  employees.  He  de- 
scribes GCC  as  "somewhat  like  a  ther 
mometer  of  the  economy"  because  it 
prepares  payrolls  for  185  large  island! 
companies,  including  100  manufactuill 
ing  plants.  General  Computer  also 
crunches  numbers  for  VISA,  Master-  1 
Card  and  private-label  mail  cards  and  I 
is  a  regional  clearing  house  for  airlin<J 
tickets.  Martinez  sees  "enormous  po- 
tential" for  Puerto  Rico  as  a  computer 
services  exporter,  utilizing  existing 
worldwide  telecommunications  links 
GCC  now  is  wooing  several  large  U.S. 
retailers  to  handle  their  mainland  on- 
line revolving  credit-card  and  other 
billing  services. 

i  ontimied Page  /■>' 


HOW  TO  PUT  YOUR  BUSINESS 
AND  YOUR  FAMILY  FIRST. 


W  THE       ■ 
SAME  TIME.H 

Simple.  Book  your  next  busi- 
ness get-together  (conterence, 
tales  meeting,  brain-storming 
ession)  and  your  next  family 
'letaway  vacation  at  Pa  I  mas. 

The  wonders  of  the  Palmas 
lei  Mar  Resort  and  Casino  will 
lo  the  impossible.  The  tropical 
>eauty  of  its  2,750  Caribbean 
icres,  the  endless  bounty  of  its 
Measures  (miles  of  beach,  cham- 
)nship  golf,  tennis,  fishing,  sailing, 
ding,  gourmet  dining)  will  re- 
,  esh  bodies  and  recharge  minds. 

Perhaps  you'll  discover  that 
our  executives  are  even  smarter 
.Kin  you  thought.  And  after  the 
>usiness  agenda  has  been  cov- 
ered for  the  day,  relax  in  the 
trivacy  of  your  secluded  sea- 
de  villa.  Then  rediscover  some- 
■iing  even  more  important:  your 
imily. 

While  Palmas  sounds  out  of 
lis  world,  it  isn't.  It's  on  the  safe, 
scluded  east  coast  of  Puerto 
ico,  USA.  The  language  is  Eng- 
sh.  The  dollar  is  strong.  And  you 
lon't  need  a  passport.  Palmas 
lei  Mar.  The  perfect  place  to 
<ut  your  business  and  your  fam- 
/  first ...  at  the  same  time.  For 
letails  and  special  packages, 
all  1-800-22^4874.  in  NewVork 
M21 983-0393.  in  Puerto  Rico 
3091  852-6000 


THE  NEW  AMERICAN  RIVIERA, 

'  P.O.  Box  2020,  Humacao,  Puerto  Rico  00661  (809)  852-6000. 
Palmas  del  Mar  New  York  Office:  600  Third  Avenue,  New  York  NY  10022  (212)  983-0393. 
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DYNAMIC  ECONOMIC  GROWTH 


Tourism's  Best  Year 


Puerto  Rico's  tourism  industry  had 
its  best  year  ever  in  1987. 

In  calendar  1987,  for  the  first  time, 
visitor  expenditures  pumped  more 
than  $1  billion  into  the  economy,  up 
from  $824  million  in  1986  and  the  is- 
land registered  a  record  number  of 
visitors  —  more  than  two  million.  San 
Juan  also  established  itself  as  a  Carib- 
bean cruise  capital,  welcoming  707,253 
cruise  line  passengers,  46%  more 
than  in  the  preceding  year. 

Regional  hubs  established  in  San 
Juan  by  American  and  Eastern  Airlines 
have  made  Puerto  Rico  the  easiest 
island  in  the  Caribbean  to  reach  from 
the  U.S.  The  two  airlines  carried  5.1 
million  of  the  7.4  million  passengers 
who  passed  through  here  in  1987. 
There  are  also  good  connections  to  Lat- 
in America  and  Europe,  and  this  sum- 
mer 2, 000  Japanese  visitors  will  add  San 
Juan  to  package  tours  that  include 
New  York  and  Washington,  D.C. 

Business  is  "excellent,  absolutely 
stupendous,"  says  Edward  Tracy,  vice 
president  and  general  manager  of  the 


IMore  than  $1  billion  was  spent  In  1987  by  two  million 
visitors  who  enjoyed  tropical  beaches,  water  sports ; 
exciting  resort/hotel  nightlife. 


$50  million,  436-room  Sands  Hotel  and 
Casino,  which  opened  its  doors  in 
San  Juan  in  1987. 
Dallas-based  Pratt  Hotels,  which 


Power  lunch  at  Condado  Plaza. 


We  take  your  business 

Cleasures  very  seriously.  Our 
ivishly  refurbished  Laguna 
Wing  is  designed  for  the 
executive  traveler.  Our  new 
executive  Fitness  Center  is  a 
San  Juan  exclusive.  Our 
elegant  new  Conference 


Center  has  all  the  flexibility 

S)u  need.  And  it's  next  to  the 
usiness  Center,  San  Juan's 
only  office  away  from  your 
office.  We  were  the  first.  And 
we're  still,  by  far,  the  best.  For 
reservations,  contact  your  travel 
agent  or  call:  1-800-468-8588. 


rONDAm  PI  .A  7 A 

HOTEL  &  CASINO 

We  mix  business  with  pleasure. 

999  Ashford  Avenue,  San  Juan,  Puerto  Rico  00907  (809)  721-1000 

Operated  by  Williama  Hospitality  Management  Corp..  a  aubaidiary  of  WMS  Induatriea  Inc 


opened  the  San  Juan  Sands  last  Decer 
ber,  is  spending  nearly  $60  million  ii 
partnership  with  American  Caribbea 
Properties  to  renovate  the  former 
Dorado  del  Mar.  The  resort  is  sched 
uled  to  open  late  this  year  as  the 
Sands  Hotel  &  Country  Club  &  Casin 
in  Dorado.  Sands  is  also  talking  abou! 
a  major  new  property  at  Luquillo,  ea* 
of  metropolitan  San  Juan. 

Tracy  and  other  hotel  executives 
praised  the  Commonwealth  govern- ' 
ment  support  for  tourism,  which  in-  ■ 
eludes  new  tax  incentives,  preferenti 
electricity  rates  and  an  aggressive  U.S 
advertising  campaign.  Hoteliers  sing)' 
out  the  Puerto  Rico  Tourism  Com- 
pany's executive  director,  Miguel  A 
Domenech,  for  "hands-on"  leader- 
ship. "He  has  convinced  the  govern 

Continued  Page  15 


Historic  buildings  (like  the 
Ponce  Cathedral  above), 
ancient  fortresses  and  natural 
wonders  lure  tourists. 


LOOK  WHO'S  WAITING  FOR  YOU 

IN  PUERTO  RICO 

(or:  Getting  A  Lot  More  Than  Financial  Incentives) 


Cnglish?  Spanish? 

'uerto  Rican  businesspeople 
peak  both.  4 


jrood  Physical  Condition. 

prom  exercising  on  the  beach 
ear-round.  Courtesy  of  the 
unny  Puerto  Rican  climate. 


Yade  Journals. 

rood  businesspeople  must 
!eep  in  touch:  300  of  the 
'ortune  500  companies  have 
ffiliates  in  Puerto  Rico.  (And 
laintaining  daily  contact 
/ith  U.S.  headquarters  is  a 
inch,  since  the  telephone 
/stem  is  the  same.) 


Cool,  Calm,  Collected, 

His  company's  president  is 

visiting,  ha^ng  a  great  time 

at  a  great  hotel.  (After  all, 

Puerto  Rico's  the  best  place  to 

combine  business  with  a 

super  vacation.) 


Warm  Heart. 

Key  trait  of  the  Puerto  Rican 

character.  Leads  to 

friendliness. 


Major  Airline  Ticket  to 
Anywhere 

Puerto  Rico's  strategic 

location  and  busy 

international  airport  provide 

non-stop,  passport-free  access 

to  the  U.S.A. 


Made-in-the-U.S.A.  Wallet 

To  put  Made-in-the-U.S.A. 

dollars.  No  currency 

problems  here. 


Standing  Tall 

Pride  and  professionalism 

characterize  all  Puerto  Rican 

industries,  from  manufacturing 

to  service  and  tourism. 


PUERTO  RICO:  THE  COMPLETE  ISLAND.  $ 

PUERTO  RICO  HOTELS  TOURISM  ASSOCIATION 
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GOVERNMENT 

DEVELOPMENT 

BANK  FOR  PUERTO  RICO: 

A  UNIQUE  BANKING 

INSTITUTION 

Government  Development  Bank  for  Puerto  Rico  (GDB)  is  the 
fiscal  agent  and  central  bank  for  the  Commonwealth  of  Puerto  Rico, 
its  agencies,  political  subdivisions  and  public  corporations. 
During  fiscal  1987,  GDB  structured  more  than  $2.5  billion  in 
financing  for  the  Commonwealth  of  Puerto  Rico  and  other 
government  issuers  of  bonds. 

GDB  also  plays  an  important  role  in  private  sector  financing. 
During  fiscal  1987.  GDB  approved  direct  private  sector  loans  of 
approximately  $73.2  million,  a  new  record,  and  through  its 
industrial  development  bond  issuing  affiliate.  AFICA.  arranged 
approximately  $53.7  million  in  additional  private  sector 
financing. 

Government  Development  Bank  for  Puerto  Rico.  It's  more 
than  a  bank.  It's  the  financial  arm  of  the  Commonwealth  of 
Puerto  Rico. 


GOVERNMENT  DEVELOPMENT  BANK 
FOR  PUERTO  RICO 

For  further  information,  contact  us  at: 

P.O.  Box  42001,  Minillas  Station,  San  Juan,  PR.  00940 

Tel.  (809)  722-2525  /  Telex:  3857265 

Telecopier  (809)  726-1440  or 

140  Broadway,  New  York,  N.y.  10005,  Tel.  (212)  422-6420 

Telecopier  (212)  422-6434 


PUERTO 
RICO 


ment  that  tourism  is  a  very  viable  in- 
dustry, a  good  source  of  employmen 
says  Tracy. 

According  to  Andreas  Meinhold, 
vice  president  and  general  manager 
the  Condado  Plaza  Hotel  and  an  is- 
land resident  for  nine  years:  "For  yea;, 
there  was  ambivalance  about  consid? 
ering  tourism  as  a  profession.  Dome 
ech  has  helped  to  change  that,  and 
strong  government  commitment  has 
brought  about  investor  confidence 
think  we  are  in  at  the  beginning  of 
something  big." 

"Tourism  is  Puerto  Rico's  number 
three  industry  today,  and  I  see  no  re 
son  why  in  five  years  it  can't  be  num 
ber  one,"  says  Arnold  Benus,  preside 
of  the  Puerto  Rico  Hotel  and  Tourisr 
Association,  whose  members  operat 
95%  of  the  island's  6,000  hotel  roorrJ 
He  expects  another  3,000  to  5,000 
rooms  to  be  built  "within  the  next 
three  to  five  years. "  Most  future  touris 
growth,  predicts  Benus,  will  be  in  th 
form  of  "Hawaiian-style,  mega-resor 
outside  the  metro  San  Juan  area.  Ou 
whole  coastline  should  be  geared  tc 
that,  spreading  job  opportunities 
throughout  the  island." 

Since  1985,  some  $250  million  ha 
been  spent  on  hotel  renovations,  anc 
least  that  much  and  more  is  commit 
ted  for  new  tourist  properties.  The  fi 
major  injection,  prompting  opti- 
mism, came  when  Hyatt  Hotels  put 
more  than  $100  million  into  the  pre 
tigious  Dorado  Beach  and  Cerromai 
Beach  resorts.  The  two  hotels  emplc 
1 ,600  workers  on  a  1 ,000-acre  tract  tf 


Traditional  singing  groups 
are  part  of  Puerto  Rico's 
festive  cultural  legacy. 
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Palmas  del  Mar — A  Dramatic  Real  Estate  Success 


I     -%      almas  del  Mar,  a  2,750- 
/       /      acre  destination  resort 
/    — ^on  the  sheltered  east  coast 
/         of  Puerto  Rico,  has  been  a 
phenomenol  real  estate  success 
over  the  past  few  years. 

In  1986  Palmas  introduced 
Crescent  Cove,  a  101-unit  beach- 
front condominium — -it  sold  out 
within  nine  months. 

Palmas  then  presented  Harbour 
Lights,  a  private  estate  for  just  55 
families  that  overlooks  the  marina 
and  the  Caribbean — more  than  50% 
of  those  half-acre  homesites  have 
been  sold. 

Palmas  introduced  two  new 
condominium  projects  in  1987. 
Crescent  Beach  consists  of  156  luxu- 
ry apartments  and  is  right  on  the 
beach. 

Fairlakes  Village  is  another  pro- 
ject, where  100  families  can  own  a 
villa  on  the  golf  course,  fronting  a 
lake,  and  just  a  short  walk  from  the 
beach. 

Alreadv  about  80%  of  the  units 


for  both  projects  have  been  sold 


from  floor  plans  and  scale  models. 

Villa  buyers  can  rent  their  units 
through  the  Candelero  Hotel  and 
enjoy  exemption  from  taxes  under 
Puerto  Rico's  condo/hotel  law. 

New  projects  are  being  de- 
signed and  Palmas  still  has  over 
1,500  acres  of  undeveloped  land 
waiting  for  the  right  kind  of  project. 

For  information  about  Palmas 
del  Mar  real  estate  opportunities, 
please  contact:  Alex  Kosmin,  Vice 
President/Sales  &  Marketing,  P.O. 
Box  2020,  Humacao,  Puerto  Rico 
00661.(809)852-6000. 


lcludes  four  tournament-class  golf 
curses  and  21  tennis  courts. 

"We  haven't  even  scratched  the 
irface  of  our  potential,"  says  Hugh 
ndrews,  president  of  Williams  Hos- 
itality  Management  Corp.,  owner/ 
perator  of  the  El  San  Juan  and  Con- 
ado  Plaza  hotels  in  Puerto  Rico. 

Williams  Hospitality  Management, 
subsidiary  of  Chicago-based  Williams 
lectronics,  has  spent  $60  million  to 
-novate  its  two  San  Juan  properties 
jid  plans  to  join  with  a  California 
eveloper  in  a  $100  million  renovation 

the  El  Conquistador  Hotel  in  Fajar- 
3,  on  the  east  coast. 

In  the  southeast,  at  the  Palmas  del 
ar  resort  in  Humacao,  President  and 
GOJ.  Raymond  Watson  reports 
rong  growth.  Palmas,  owned  by 
AXXAM  Properties  Inc.  of  Los  Ange- 
s,  now  has  125  hotel  rooms  and 
ound  800  individual  villas  and 
>ndo  apartments. 

Dieter  H.  Huckestein,  Caribbean/ 
-ntral  America/Mexico  director  for 
ilton  International,  part  of  the  Lad- 

oke  Group  Pic:  of  England,  calls 
lerto  Rico's  tourism  turnaround 

I 


"miraculous."  Huckestein  is  based  in 
San  Juan  at  the  700-room  Caribe  Hilton, 
the  chain's  flagship  in  the  region, 
which  has  turned  a  profit  every  year 
since  opening  in  1949.  A  new  50,000 
square-foot  conference/exhibition 
center  will  boost  the  Caribe  Hilton's 
group  business,  and  100  rooms  are  be- 
ing added  to  the  busy  1 50-room  Ma- 
yaguez  Hilton,  on  the  west  coast.  A  $20 
million,  1 50-room  hotel  going  up  in 
Ponce  is  also  to  be  managed  by  Hilton. 
This,  plus  projected  expansion  of  the 
Ponce  Airport  runway  to  allow  interna- 
tional flights,  is  expected  to  spur 
south  coast  tourism  business. 

Back  in  San  Juan,  the  landmark 
Normandie,  built  in  1939  in  the  shape 
of  the  famous  oceanliner  of  that 
name,  is  undergoing  an  $18  million 
renovation.  It  will  open  later  this  year 
as  the  Radisson  Hotel  San  Juan,  that 
chain's  entry  in  Puerto  Rico.  ■ 


Kal  Wagenheim,  based  in  Maplewood,  N.J  .  is  editor 
of  Caribbean  UPDATE,  a  monthly  newsletter  that 
reports  on  business  and  economic  news  in  the 
Caribbean  and  Central  America. 

Designed  by  November  and  Lawrence,  Inc 


Puerto  Rico  is  .  .  . 
unsurpassed  beaches, 
world-class  golf  courses 
and  a  year-round  temperate 
climate. 

It  is  also  a  leading  manufacturing 
and  commercial  center,  and  a 
sophisticated  financial  community. 

And  to  satisfy  the  information 
processing  needs  of  firms  like 
American  Airlines,  Chase 
Manhattan,  Esso,  General 
Electric,  and  J.C.  Penney  in  Puerto 
Rico,  General  Computer  has  the 
organization,  the  experience  and 
the  technology. 

For  your  information  processing 
needs  .  .  . 

whatever  your  requirements  .  .  . 
we  are  up  to  par! 


General 

Computer 

Corporation 

Your  computing  partner. 

General  Computer  Building 
Rio  Piedras,  Puerto  Rico  00926 
(809)  751-4343 


Numbers  Game 


Should  companies  take  into  account  losses  that  haven't  hap- 
pened yet —  and  may  never  happen?  The  SEC  says  yes. 


"What  if 
accounting 


By  Penelope  Wang 


F|  or  investors,  inadequate  fi- 
nancial disclosure,  particularly 
with  respect  to  how  manage- 
ment views  the  future  and  its  role  in 
the  marketplace,  has  always  been  a 
stone  in  the  shoe.  After  all,  if  you 
don't  know  how  a  company  views  the 
future,  how  can  you  judge  the  worth 
of  its  corporate  strategy? 

That's  why  the  Securities  &  Ex- 
change Commission  requires  that  the 
management's  discussion  and  analy- 
sis section  of  10-K  forms  include  an 
evaluation  of  the  effect  of  known 
trends  on  the  firm  in  question.  For 
example,  is  increased  foreign  compe- 
tition expected  to  affect  market 
share?  Or,  is  a  pending  shareholder 
lawsuit  of  sufficient  merit  to  affect 
materially  the  fortunes  of  the  firm? 
Companies  are  also  "encouraged" — 
but  not  required — to  provide  "for- 
ward-looking" information  about 
"possible"  events.  Could  a  resurgence 
of  inflation  cut  profits  next  year? 

Such  crystal-ball  gazing  may  be 
helpful  fo  Jtors,  and  the  SEC  is 

right  to  requite  discussion  of  "current 
trends"  in  corporate  10-K  filings.  But 
beyond  an  uncertain  and  ever-shifting 
line,  who  is  to  sav  v.  hen  "possible" 
future  events  are  probable  enough  to 
merit  calling  to  the  attention  of  share- 
holders? If  a  certain  chief  executive  is 
crucial  to  the  future  of  the  firm,  at 
what  point  does  his  blood  pressure 
and  cholesterol  level  become  a  matter 
ol  interest  to  investors? 

( iiven  the  complexities  of  the  situa- 

many  companies  have  glossed 

ltter    altogether,    filing 

te    analysis    of    past 

■   oiding  discussion  of  pos- 


vis 

mm 


sible  future  developments.  Says  Le- 
land  Graul,  partner  at  Seidman  & 
Seidman,  a  top  accounting  firm, 
"Some  companies  are  bending  over 
backwards  not  to  disclose  risk." 

Just  how  tight-lipped  have  busi- 
nesses become?  In  1987  the  SEC 
asked  for  public  comment  on  the 
quality  of  management  disclosure  of 
future  developments.  In  response,  the 
major  accounting  firms  concluded 
that  the  disclosure  was  inadequate. 
One  Big  Eight  firm,  Coopers  &  Ly- 
brand,  even  suggested  that  "MD&A" 
sections  be  audited  as  if  they  were 
actual  financial  statements. 

It  hasn't  come  to  that  yet,  but  both 
the  SEC  and  the  big  accounting  firms 
will  be  pressing  businesses  to  make 
disclosure  in  financial  statements 
more  fully  reflect  risks.  Says  Jerry  Sul- 
livan, head  of  the  Auditing  Standards 
Board:  "It  is  something  that  has  to  be 
dealt  with  quickly." 

One  solution,  say  accountants,  is  to 
educate  businesses  about  SEC  expec- 
tations. Those  expectations  basically 


come  down  to  this — the  more  disci 
sure  the  better. 

The  SEC  intends  to  teach  by  exai] 
pie.  Thus,  the  commission  now  pla 
to  review  past  filings  of  more  than  2> 
companies  in  12  different  indust 
groups  to  see  if  the  amount  of  disci 
sure  about  the  future  was  adequate 
light  of  later  developments.  The  SI 
expects  to  publish  an  "interpretativ 
release  giving  additional  guidan 
based  on  the  results  of  the  review. 

The  American  Institute  of  CPi 
has  gone  ahead  and  drafted  some  "s« 
the-future"  guidelines.  But  they  m 
not  help  much.  More  guidelines  m 
only  generate  more  boilerplate  f 
ings — and  more  fees  for  accountant 
With  possible  risk  factors  varyii 
widely  from  company  to  compai 
and  industry  to  industry,  no  sing 
checklist  can  cover  all  contingenck 

In  the  end,  says  Peat  Marwick  pai 
ner  Glenn  Perry,  "Either  manageme 
will  be  descriptive  and  forthright 
they  won't — it  depends  on  the  peopl 
More  rules  won't  help."  ■ 
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Perfectly  DesignedTo  WithstandThe 
Turbulence  Of  The  Next  Twenty  Years. 

Mergers.  Labor  costs.  Fare  wars.  Fluctuating  margins. 

With  all  the  variables  facing  airlines  today,  survival  obviously 
lies  in  being  both  efficient  and  flexible. 

Two  traits  which  happen  to  perfectly  describe  Airbus 
Industrie  aircraft. 

As  a  matter  of  fact,  no  other  family  of  aircraft  has  been 
designed  to  help  airlines  adapt  so  readily— and  profitably— to  market 
needs  that  change  weekly,  if  not  daily. 

Consider,  for  example,  our  technologically  advanced 
A300-600R  widebody.  It's  big  enough  to  carry  a  full  complement  of 
business  commuters  on  heavily  traveled  routes  like  Chicago  to  L.A.  And 
yet  its  break-even  point  is  so  low,  it's  just  as  profitable  carrying  cargo  and 
fewer  passengers  on  less  developed  routes. 

Our  wide,  single-aisle  A320  is  also  multi -talented  and  even 
more  advanced.  Its  optimum  size  and  fast  turnaround  ability  make  it 
perfect  for  hub  and  spoke  routes.  But  its  transcontinental  range  also 
makes  it  a  wise  choice  for  long,  thin,  point-to-point  markets.  It  even 
offers  14%  lower  cash  operating  costs  than  comparable  aircraft. 

So  don't  let  the  next  twenty  years  toss  your  profits  around. 
Rely  on  the  efficiency  and  adaptability  of  Airbus  Industrie  aircraft. 

We  know  if  II  be  a  smoother  ride. 

AIRBUS  INDUSTRIE 

The  certain  choice  for  an  uncertain  world. 


Which  one  needs  a  money  manager  mor< 


You  may  think  it's  the  wealthy  business 
executive 

But  the  way  we  see  it,  his  barber  needs  a 
money  manager,  too. 

While  there  are  a  lot  of  financial  service 
companies  capable  of  helping  the  affluent,  only  a 
few  know  how  to  help  middle-income  families 
their  hard-earned  dollars 

a  market  we  know  better  than  anyone. 

I    -'ding,  we've  built  a  business 
than  $10  billion  in  assets  by  helping 

lie  Americans  manage  their  money. 
i  it  by  designing  products  to  fit  their 


financial  needs.  And  then  by  marketing  those 
products  through  our  affiliate  companies. 

Commonwealth  Insurance  and  Peoples  See 
Insurance,  our  insurance  affiliates,  offer  life  in; 
ance  and  other  money  management  products 
through  local  agents  and  retail  service  centers. 

Our  National  Liberty  affiliate  is  the  countr 
leading  direct  marketer  of  life  and  health  insur 
ance.  We  also  use  direct  marketing  to  sell  pro- 
perty and  casualty  insurance  through  our  sub- 
sidiary, Worldwide  Insurance  Group. 

And  our  banking  affiliate,  First  Deposit 
Corporation,  provides  personal  credit  and 


osit  products  through  the  mail. 
But  there's  also  another  side  to  our  success  as 
ley  managers. 

Over  half  our  invested  assets  come  from 
mulation  and  investments  products.  For 
nple,  our  Capital  Initiatives  subsidiary  markets 
"*  xed  Guaranteed  Interest  Contracts  to  pension 
I  managers  and  trust  officers.  At  the  retail  level, 
ers  fixed  and  variable  single  premium  life 
ranee  and  annuities. 

Together,  these  affiliate  companies  make 
ital  Holding  *a  unique  money  manager  with  a 
i -earned  reputation  for  innovation  and  growth. 


Not  only  because  of  the  products  we  sell.  But 
because  we  never  forget  the  people  who  buy  them. 

If  you  want  to  know  more  about  us,  write  to 
Irv  Bailey,  President  and  CEO  of  Capital  Holding, 
680  Fourth  Avenue,  Louisville,  KY  40202. 


CapitaHolding 

Money  managers  for  5  million  people 

Capital  Initiatives  Corporation     Commonwealth  Life  Insurance  Company 

First  Deposit  Corporation     National  Liberty  Corporation 

Peoples  Security  Insurance  Company     Worldwide  Insurance  Croup 


Jim  Wood  brought  A&P  back  Jrom  the 
brink.  But  what  will  he  do  next  to  keep  the 
German-owned  chain  growing? 

Back  to  the 
future 


By  Robert  T.  Grieves 


T|  he  saga  of  how  the  once  great 
Great  Atlantic  &  Pacific  Tea 
Co.  nose-dived  toward  ruin  in 
the  late  1970s  is  an  oft-told  one,  as  is 
its  salvation  in  the  cost-cutting 
clutches  of  West  Germany's  Tengel- 
mann  Group.  But  with  the  1,200-store 
chain  now  once  again  solidly  in  the 
black,  with  earnings  50%  ahead  of 
1986  levels  on  sales  of  $9.5  billion  and 
rising  at  a  brisk  20%,  the  inevitable 
question  arises:  Can  A&P  Chairman 
James  Wood  keep  up  the  pace? 
Fifty-eight  years  ago  A&P  did  not 


worry  about  the  future.  Even  then  it 
was  a  $1 -billion-plus  business  with 
15,873  stores — an  operation  second  in 
size  only  to  General  Motors.  The 
chain's  house  brands — Ann  Page 
canned  and  bottled  goods  and  Jane 
Parker  bakery  products — were  as  fa- 
miliar to  Americans  as  Singer  sewing 
machines  and  De  Soto  automobiles. 

Now,  of  course,  De  Soto  is  dead, 
Singer  sewing  machines  are  strug- 
gling— and  A&P's  house  brands  are 
down  to  18%  of  the  chain's  total  gro- 
cery sales,  from  35%  in  the  late  1960s. 
Yet  after  all  the  tribulations  of  the 
intervening  years,  A&P  is  still  wed- 


ded to  the  customer  it  depended  oifl 
years  ago — the  middle-income,  sulj- 
ban  housewife — and  that's  \m 
Wood  wants  to  change. 

Supermarket  retailing  in  the  19i 
has  grown  increasingly  complex,  'i 
needs  of  single-parent  shoppers  dia 
from  those  of  two-income  famia 
and  so-called  empty-nesters,  whie 
children    have    grown    up    and    I 
home.    Wood   rightly    believes    is 
A&P  must  cater  to  these  fragmer.jj| 
markets.  Otherwise,  the  rescue  of  ie 
mid-1980s  will  merely  have  bee  j 
postponement  of  demise  in  the  19Ss. 

Wood's  plan?  Return  to  his  cc- 
pany's  roots,  specifically  the  cifll 
where  A&P  took  such  a  beating  in  ■ 
1960s  and  1970s.  Not,  mind  you,  « 
inner-city  slums  and  marginal  nein 
borhoods  where  many  company  cm 
lets  withered,  but  in  upmarket  M 
redeveloped  communities  whti 
property  values  are  rising.  "Th'sl 
where  the  people  are,  that's  where  J 
money  is,"  says  the  silver-haired  ■ 
ecutive  in  his  Montvale,  N.J.  officii 

In  the  past  five  years  A&P  has  pa 
$500  million  to  acquire  four  regioH 
chains  with  350  outlets  in  three  sill 
thriving  urban  markets:  Milwaulil 
Toronto  and  New  York.  The  chafl 
cater  to  younger  food  shoppers,  vj 
have  more  disposable  income  til 
older  suburban  housewives.  This  yj 
A&P  will  spend  a  chunk  of  its  $J 
million  expansion  budget  to  ope| 


II 


ew  store  in  New  York's  recently  gen- 
ified  Upper  West  Side,  as  well  as  to 
invert  three  or  four  older  ones  in 
lanhattan     to     Food     Emporiums, 
amed  after  a  chain  of  high-margin 
jtlets  acquired  in  1986  from  Shop- 
ell  Inc.,  which  A&P  now  also  owns. 
Last  year  Wood  opened  a  20,000- 
luare-foot  Super  Fresh  near  Philadel- 
lia's  Society  Hill,  wedged  between 
lat  gentrified  neighborhood  and  a 
letto.  And  last  month  A&P  opened  a 
1,000-square-foot  A&P  Food  Bazaar 
i  Manhattan's  Union  Square. 
In  these  new  ventures,  Wood's  aim 
to  create  "shopping  environments" 
;  opposed  to  retailing  warehouses, 
lelves  have  been  lowered  for  easy 
ach,  aisles  widened  and  space  given 
i/er  to  high-margin  operations  like 
larmacies  and  video  rental. 
•  Will  the  strategy  pay  off?  In  fact,  it's 
!)t  a  new  one,   and  others  before 
■'ood  have  tried  it  only  to  wish  they 
idn't.  A&P  today  owns   Shopwell 
c.  because  the  company  was  put  up 
r  sale  after  its  own  efforts  to  move 
^market  with  Food  Emporium  out- 
i  ts  floundered  financially.  In  Boston, 
■  vestors  in  J.  Bildner  &  Sons,  a  16- 
'ore  chain  that  pushed  pate  de  foie 
i  as  and  veggies  to  the  carriage  trade, 
l.w  the  stock  drop  from  13  to  2  when 
lie  chain  went  too  far  upmarket. 
;  In  addition  to  all  that,  Wood  faces 
i  ugh  competition  from  the  increas- 
|  g  popularity  of  so-called  hypermar- 
:ts  and  super  warehouses.  Such  sta- 
um-size  discount  operations,   sur- 
ving  on  microscopic  margins,  have 
ready  opened  in  such  cities  as  Atlan- 
,  Milwaukee  and  Philadelphia. 
Can  A&P  make  a  go  of  it  against  all 
at?  "I  think  they  can,"  says  Debra 
:vin,  a  grocery  industry  analyst  for 
lomon   Brothers.    "They   go   after 
hatever  the  competition  is  in  their 
ea,  and  usually  do  well." 
Under  Wood,  A&P's  margins  have 
idened  from  an  anemic  0.2%  of  sales 

1982,  Wood's  second  full  year  as 
tairman  and  chief  executive  officer, 

1.1%  in  1987,  about  average  for  the 
dustry  as  a  whole.  Long-term  debt 
mains  a  comfortable  35%  of  capital- 
ation,  again  about  average  for  the 
dustry  and  well  below  industry 
ader  Kroger  &.  Co.  The  48%  of 
kP's  stock  that  has  remained  in 
blic  hands  has  risen  in  value  from  a 
)ugh  of  3Vi  in  1982  to  a  recent  price 

35.  In  short,  a  decade  of  cost-cut  - 
lg  has  given  A&P  plenty  of  financial 
lying  power  to  test  Wood's  back-to- 
e-city strategy  for  the  1990s.  "You 
it  can't  be  a  plain-vanilla  grocery 
)re  and  survive  in  the  cities,"  says 
.  And  he  means  to  show  that  those 
t  more  than  just  words.  ■ 


3ES,  MAY  30,  1988 


What  did  you  do  to  deserve  Beefeater? 


IMPORTED  ENGLISH  GIN 


The  best  of  times  deserve  the  best  of  taste. 


94  Proof.  100%  grain  neutral  spirits.  The  Buckingham  Wile  Company,  N.Y.  ©  1988. 
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You  can  spend  $500,000  on  an  elaborate 
fire  protection  system.  But  if  you  neglect  to 
replace  a  $50  battery  somewhere  in  that  sys- 
tem, you  may  not  be  fully  protected. 

Your  property  could  be  in  danger.  As  well 
as  your  employees. 

A  dead  battery.  A  blocked  sprinkler.  A  dis- 
connected phone  line.  Those  are  just  a  few  of 
the  potentially  catastrophic  oversights  that  are 
detected  on  a  regular  basis  by  CIGNA  Loss 
Control  Services  professionals.  Oversights  that 
turn        ;   about  30%  of  the  fire  protection  sys- 
tems v.  e  survey. 

But  fire  isn't  the  only  risk  a  business  may 
encounter  Which  is  why  we  have  loss  control 
professionals  in  every  area  from  product  safety 
to  building  construction. 


All  in  all,  we  have  over  500  of  these 
specialists -each  with  the  experience  and 
depth  of  knowledge  they  need  to  find  the 
problems  you  don't  need. 

But  our  people  don't  just  point  out  prob- 
lems. They  point  out  solutions.  Solutions  tailored 
to  the  unique  characteristics  of  your  business. 

Unfortunately,  too  many  businesses  wait  for 
a  loss  to  occur  before  they  decide  to  imple- 
ment a  loss  control  program.  Don't  be  one  of 
them.  Write  CIGNA  Loss  Control  Services,  Inc., 
Dept.  R14,  One  Logan  Sq.,  Philadelphia,  PA  19103. 

Pinpointing  dangers  before  they  become 
disasters.  It's  just  one  more 
example  of  CIGNA's 
commitment  to  person- 
alized service  to  business. 


CIGNA 
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Executives  who&&5e  U.S. '  biggest 
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Mikhail  Gofba&eUis  struggling  to  put 
across  in  the  Soviet  Union:  that  the  most 
efficieuUway  to  wield  power  is  to 
democratize  it. 


Tfil 


power 


m 


empower 


Hearken  to  what  the  most  powerful  people  in 
corporate  America  think  about  the  power  they  wield: 

Kenneth  Olsen  of  Digital  lu/tapmeitt:  "I've  got  no 
power.  All  I  can  do  is  encourage  people,  motivate  people 
to  do  things.  I've  got  no  power  over  them." 

Edward Bronuiu  ofSeurs.  Rochuch:  "I  understand  the 
responsihility  and  I  understand  the  authority,  but  when 
you  say  'powerful'  I  turn  my  head  and  think  you  must 
be  talking  about  somebody  else.  The  person  who  heads 
the  company  doesn't  sit  in  an  office  and  spew  out 
decisions.  {They  are]  the  result  of  a  great  deal  of  input 
and  discussion  from  a  variety  of  people." 
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Donald  Petersen  of  Ford:  "If  you're  looking  for  a  word  that 
we  live  by,  to  me  that  word  is  'teamwork.'  " 

According  to  Webster's  Ninth  New  Collegiate  Dictionary, 
power  is  "(1)  possession  of  control,  authority,  or  influence 
over  others;  (2)  ability  to  act  or  produce  an  effect."  Yet 
with  very  few  exceptions,  executives  strongly  resist  hav- 
ing the  word  applied  to  them.  Why  so?  More  is  involved 
here  than  simply  democratic  modesty.  The  term  "power" 
has  today  acquired  a  pejorative  meaning — tyranny,  arbi- 
trariness, working  one's  will  upon  others.  This  popular 
meaning  is  at  odds  with  the  requirements  for  successful 
business  leadership.  The  boss  who  rules  by  whim  or  acts 
out  of  personal  prejudices  is  almost  certain  to  fail  in  this 
fast-changing,  complex  society.  It  is  this  meaning  of  the 
term  "power"  that  top  executives  resist. 

Time  after  time,  in  talking  with  these  corporate  leaders, 
Forbes  heard  the  word  "we"  in  describing  the  manage- 
ment of  their  companies.  It  was  not  the  royal  or  the 
editorial  "we,"  but  the  collective  "we"  of  teams  and 
partnerships.  These  executives  reached  reflexively  for 
words  like  "participatory  management,"  "collcgiality" 
and  "consensus-building"  to  describe  what  they  do. 

Not  hypocritical  modesty  but  hardheadedness  is  in- 
volved here.  Chief  executives  see  the  formulation  of  over- 
all competitive  strategy  as  their  most  important  role.  But 
even  this  is  not  derived  in  a  vacuum.  "The  vision  is 
certainly  not  the  product  of  any  one  individual's  mind," 
says  IBM's  John  Akers.  "I  think  it's  more  the  product  of  a 
collection  of  minds — my  colleagues  immediately  around 
me,  the  6  to  20  people  who  collectively  help  manage." 

Why,  then,  have  a  chief  executive  at  all?  Replies  Akers: 
"In  the  final  analysis  one  individual  has  to  articulate  [the 
strategy]."  Kenneth  Olsen  has  a  similar  response:  "My  job 
is  to  make  sure  that  we  have  a  strategy.  It  doesn't  have  to 
be  my  invention." 

To  the  financial  reporter  as  corporate  pathologist,  this 
careful  but  definite  retreat  from  a  crude  interpretation  of 
"power"  is  a  positive  sign  for  American  industry.  Our 
authority  is  no  less  than  Adam  Smith  himself,  who  taught 
us  that  the  market,  as  distinct  from  a  single  source,  gives 
off  more  reliable  signals  than  any  single  individual  or 
small  collection  of  individuals  can.  By  the  same  token,  the 
wise  chief  executive  not  only  listens  carefully  to  what  his 
organization  is  saying  but  also  goes  to  great  lengths  to 
make  sure  the  voices  ate  neither  stilled  nor  distorted  by 
fear.  The  current  sickness  of  the  Soviet  economy  is  but  the 
most  obvious  example  oi  what  happens  when  a  small 
group  ot  people  exercise  power  over  a  whole  society. 
Powerful,  charismatic  individuals  are  often  useful  in 
building  companies,  or  economies.  But  as  organizations 
grow  and  become  more  complex,  the  problems  they  face 
and  the  solutions  to  those  problems  are  also  more  com- 
plex. The  invisible  hand  generally  works  better  than  the 
heavy  hand. 

isten  to  American  Express'  James  Robinson  III,  who 

believes    that    fostering  participation,   consultation   and 

uilding  actively  promotes  the  health  of  cor- 

economies:    "The    problem    with 

3  that  it  breeds  mediocrity  down  in 

and  iporation.    The   more   participatory 

you  ople  have  a  chance  to  be  full  and 

aggressi\e  team  members." 

Oi  list   n       John  Smale,  chairman  of  Procter  &  Gamble: 


"There  is  power  that  comes  with  the  position,  but  exec 
ing  that  power  is  not  a  unilateral  kind  of  thing.  "V 
manage  a  business  together  with  other  people.  There  1 
recently  been  a  change  to  a  more  democratic  approach 
managing." 

What  has  sparked  this  apparent  outbreak  of  corpor 
democracy?  Largely,  changes  in  the  competitive  envin 
ment  and  in  the  work  force.  Today's  corporate  leaders  kn 
that  merely  issuing  orders  won't  do.  Don  Petersen  say: 
succinctly:  "You  cannot  use  power  to  demand  loyalty." 


The  buck — still — stops  here 


John  S.  Reed,  49,  has  been  the  chairman  and  cfc 
executive  officer  of  $204  billion  (assets)  Citio 
since  Sept.  1,  1984.  Reed  doesn't  disagree  that  a  ch 
executive  must  listen  and  consult  as  well  as  comma: 
But,  unlike  many  of  his  peers,  he  doesn't  play  down  i 
authoritarian  nature  of  the  job. 

I-'oa'/u  v  flow  mud}  "pouer" — defined  however  you  nan 
does  a  chief  executive  really  have? 
Reed  With  regard  to  both  direction  and  style,  a  trem 
dous  amount.  Chief  executives  are  given  the  respor 
bility  to  run  the  company,  and  there's  a  tremendc 
latitude  as  to  how  the  company  can  be  run. 

Is  decision  making  more  participatory  and  more  oj 
nowadays' 

I  don't  have  any  reason  to  believe  that  the  exercise 
power  on  the  part  of  the  chief  executive  withir 
company  is  particularly  more  participatory  today 
compared  with  before.  .  .  .  It's  the  same  as  it  alw; 
was.  You  know  that  the  exercise  of  power  requires  tl 
you  make  decisions,  and  they  need  not  always  be  c< 
sensus  decisions. 

You  want  to  hear  what  your  colleagues  say  abou 
certain  subject,  but  I  sure  as  hell  don't  take  votes 
listen.  I'm  aware  of  different  points  of  view.  I'm  inf 
enced  by  those  different  views.  I  would  be  fooh 
stupid  and  uninformed  not  to  have  the  benefit  of  th 
judgment  and  their  advice  on  issues.  But  I  don't  thi 
that,  in  the  exercise  of  my  responsibilities  to  the  stoc 
holders,  I'm  asked  to  choose  a  consensus  of  my  immc 
ate  colleagues  in  making  decisions. 


Is  it  lonely  at  the  top' 

On  some  issues,  yeah,  it  sure  is.  When  I  was  in  juni 
level  positions  and  used  to  interact  with  people  w 
were  at  the  top  of  the  organization,  there  was  no  w 
that  I  felt  the  full  burden  of  the  responsibility.  I  rm| 
have  an  opinion  on  the  issue  that  was  being  discussi 
maybe  even  a  strong  opinion,  but  now,  being  in  the  t 
position,  I  can  tell  you  it's  a  hell  of  a  lot  different  wh 
you  have  the  actual  responsibility,  and  in  that  sense  i 
a  singular  job— lonely  if  you  want. 

Now,  that  doesn't  mean  that  it  must  be  perso: 
lonely  or  that  you  can't  have  friends  with  whom  y 
share  concerns  or  worries  or  what  have  you,  whi 
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Smale  and  Robinson  are  not  advocating  the  kind  of 
faceless  bureaucracy,  the  rule-by-the-book  that  paralyzed 
so  many  U.S.  companies  in  the  recent  past — and  paralyzes 
some  yet.  They  are  rather  advocating  a  kind  of  organiza- 
tional organism  where  feedback  of  ideas  and  information 
flows  freely  from  bottom  to  top  and  back  down  again.  If 
the  ideal  is  not  easily  attained,  it  is  nonetheless  a  valid  one 
for  today's  world.  Note,  as  you  read  the  stories  of  the  men 
who  run  the  country's  50  largest  companies  (see  p.  124), 
how  many  talk  of  abilities  and  inabilities  to  manage  peo- 


obviously  breaks  the  notion  of  loneliness.  But  it  is  a 
singular  responsibility.  And  it  can't  be  shared.  You 
can't  weigh  the  votes  of  your  five  colleagues.  You  listen 
to  them,  but  then  you  basically  have  to  do  what  you 
think  is  proper.  There  are  times  when  you  sort  of  say, 
"Goddamn  it,  I'm  stuck  and  I've  got  to  make  this 
decision."  There's  no  place  to  run.  You  can't  call  some- 
one and  say,  "What  do  you  want  to  do?"— R.B. 


David  BurnciL  Cunt ju 


pie  as  the  key  to  corporate  success. 

The  idea  is  hardly  new.  Peter  Drucker  wrote,  in  1946,  in 
Concept  of  the  Corporation,  that  "any  institution  has  to  be 
organized  so  as  to  bring  out  talents  and  capacities  within 
the  organization;  to  encourage  men  to  take  the  initiative, 
give  them  a  chance  to  show  what  they  can  do,  and  a  scope 
within  which  to  grow."  And  long  before  Drucker,  Adam 
Smith  and  other  thinkers  of  the  Scottish  Enlightenment 
understood  that  economic  growth  would  be  harvested 
from  millions  of  people  doing  their  own  things  (or  at  least 
thinking  they  were  doing  their  own  things)  rather  than 
from  a  handful  of  kings  and  their  revenue  agents.  General 
Electric's  John  Welch  sounds  like  he  has  been  rereading 
The  Wealth  of  Nations  when  he  says,  with  some  passion: 

"We  have  found  what  we  believe  is  the  distilled  essence 
of  competitiveness.  It  is  the  reservoir  of  talent  and  creativ- 
ity and  energy  that  can  be  found  in  each  of  our  [302,000] 
people.  That  essence  is  liberated  when  we  make  people 
believe  that  what  they  think  and  do  is  important — and 
then  get  out  of  their  way  while  they  do  it." 

In  today's  intensely  competitive  environment,  smart 
executives  like  Zane  Barnes,  of  Southwestern  Bell,  are 
taking  Adam  Smith's  and  Peter  Drucker's  observations  to 
new  lengths.  Says  Barnes:  "My  personal  view  of  power  is 
that  it's  my  job  as  chief  executive  officer  to  empower  those 
around  me." 

In  order  to  "empower"  their  subordinates,  many  chief 
executives  are  consciously  pushing  decision  making  ever 
further  down  in  the  corporate  hierarchy.  The  pyramid's 
apex,  in  effect,  is  moving  down  into  the  base.  Ford's 
Donald  Petersen — mentioned  by  several  of  our  Top  50 
executives  as  a  businessman  they  admire  and  are  learning 
from — says  that  Ford  has  turned  to  "participative  manage- 
ment" and  is  pushing  decision-making  authority  "as  far 
down  in  the  organization  as  we  think  we  possibly  can,  on 
the  very  sound  principle  that  the  further  down  you  get,  the 
closer  you're  getting  to  where  there's  true  knowledge 
about  the  issue."  If  that  sounds  suspiciously  like  Japan's 
famous  up-from-the-shop-floor  approach,  Petersen  makes 
no  apologies. 

But  the  buck  still  stops  somewhere.  Isn't  it  still  the  chief 
executive's  job  to  make  the  final  decision?  A  few — like 
Citicorp's  John  Reed  (see  box) — think  so,  but  most  chief 
executives  play  down  the  incidence  of  classic  "lonely  at 
the  top"  decisions.  Several  implied  to  Forbes  that  such 
solitary  decisions  are  indications  of  a  management  failure, 
of  corporate  ill-health. 

"If  you've  got  a  system  where  there's  constant  interac- 
tion, constant  openness  to  the  big  issues  in  a  constructive 
way,  it  doesn't  get  to  that,"  says  General  Electric's  John 
Welch.  DEC's  Olsen  adds:  "Normally,  the  conclusions  are 
very  obvious,  and  I  don't  have  to  take  part.  Theoretically, 
when  there's  a  tie,  or  nothing  happens,  I'll  make  a  deci- 
sion, but  I  can't  remember  that  ever  happening." 

Olsen — along  with  most  of  the  executives  Forbes 
interviewed — almost  certainly  understates  the  influence 
of  his  own  style  and  personality  on  the  business.  But 
this  springs  not  from  self-delusion  but  from  a  thorough- 
going self-identification  with  the  goals  of  the  business. 
Allen  Jacobson,  3M's  chief  executive,  expresses  a  real 
insight  into  executive  power  when  he  observes,  "I  guess 
if  you're  doing  it  right,  you  don't  feel  like  you're  wield- 
ing power." — Ronald  Bailey 
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In  spite  of  what  a  lot  of  people  think,  U.S.  business 
is  not  faceless.  It  is  run  by  real  human  beings,  whose 
personalities  inevitably  influence  the  way  their 
companies  do  business — and  how  well  their  companies 
do.  As  a  companion  issue  to  our  number-packed  Forbes 
500s  (Apr.  25),  this  issue  concentrates  on  the  names 
behind  the  numbers. 

We  asked  50  chief  executives  questions  about  them- 
selves and  their  careers.  How  did  we  pick  the  50?  Using 
a  blend  of  the  criteria  used  in  our  500s  issue,  we  chose 
the  50  largest  companies — as  measured  not  by  sales 
alone  but  by  a  combination  of  sales,  profits,  assets  and 
market  value. 

We  asked  the  chief  executives  of  these  50:  What  do 
they  consider  their  greatest  career  achievements?  What 
were  their  most  vital  career  decisions?  Their  greatest 


mistakes?  Which  businessmen  do  they  admire?  WhaJ 
do  they  read?  What  do  they  do  in  their  spare  time? 

The  great  majority  of  the  50  responded  generoushJ 
with  time  and  candor.  The  summaries  that  followl 
make  fascinating  and  important  reading  for  other  busil 
ness  people  and  for  investors.  The  interviews  werd| 
conducted  by  Forbes  staffers  Ronald  Bailey,  Vicki  Con  3 
tavespi,  Kathleen  Healy,  Fleming  Meeks  and  Danaj 
Wechsler.  The  dollar  figure  is  the  executive's  total  1987J3 
compensation.  The  percentage  figure  represents  tht| 
change  in  the  company's  market  value  over  the  last  five 
years,  except  for  the  telephone  companies  created  frorry 
the  Bell  system  breakup.  Their  stock  market  valued 
changes  (noted  with  an  asterisk)  cover  only  the  latesif 
four  years. 

Here,  the  human  face  of  capitalism. 


Edward  L.  Addison 

Southern  Co. 

$554,000 

Stock  price  change  99% 


Greatest  career  achievement:  pulling 
together  Southern  Co.'s  seven  upd- 
ating subsidiaries.  "I  think  our  sys- 
tem has  a  better  focus.  It's  allowing 
us  to  do  a  better  iob  of  strategic 
planning  because  we're  working 
closer  together." 

Biggest    career    mistake     "]    don't 
want  to  be  specific,  but  I've  learned  to 
follow  my  instincts  a  lot  closer  now 
When  !  get  the  inclination  that  1  want 
something,  1  do  it." 
Most   admired   business   leader:   "I 
that.  That's  something 
ven  any  thought  to 
K  k  read:  Lincoln.  A  Novel  by 
but  notes:  "1  don't  read  a 
ind  i  read  very  few  man- 
ks."  Enjoys  Urn  as  Regal 
es  a  1 986  feep  Wagon- 


eer.  Plays  some  golf.  "I'm  spread  pret- 
ty thin.  I  don't  do  nearly  as  much  as 
I'd  like  to." 

Presidential     preference:      George 
Bush. 


John  F.  Akers 

IBM 

S84 1,000 

Stock  price  change  -4% 

Most  admired  business  leaders:  "The 
business  leaders  I  have  known  the 
best  have  been  my  four  predeces- 
sors— Watson,  Learson,  Cary  and 
Opel.  I  went  to  school  on  all  of  them, 
each  one  was  very  different,  and  I  ad- 
mired them  all  very  much." 

Greatest  career  achievement:  "I 
hope  that  it  hasn't  happened  yet!  If 
things  proceed  well,  I  ought  to  have 
this  job  for  another  six  years  or  so.  I 
would  hope  that  I  could  leave  the  IBM 
company  in  as  good  a  shape  as  my 
predecessors  left  it  as  they  stepped 
down.  That's  my  goal." 

Most  important  career  decision: 
coming  to  New  York  City  as  a  sales 
manager.  "It  opened  up  a  lot  of  doors 
tor  me  and  tested  me  in  a  pretty  tough 
environment." 

Drives  a  ten-year-old  Mercedes  se- 
dan. Has  homes  in  Westport,  Conn. 
and  in  Nantucket.  Plays  golf,  tennis; 
skis.  Reads  "a  lot"  of  books,  recently 
Clyde  Prestowitz  Jr.'s  Trading  Places, 
Paul  Kennedy's  Rise  and  Fail  of  the 
Great  Powers,  Tom  Wolfe's  Bonfire  of 
unities,  biographies  of  great  lead- 


ers,   Tom    Clancy    novels.    Favor! 
drink:  a  glass  of  wine.  On  the  boj 
of  governors  of  the  United  Way 
America;  member,  advisory  boards 
Yale  School  of  Organization  &  M^ 
agement,     California     Institute 
Technology. 

Presidential  preference  and  prec 
tion:  George  Bush. 


Robert  Allen 

AT&T 

$1,080,000 

Stock  price  change  85%* 

Most  admired  business  leaders:  D 
Petersen,  for  "turning  around  Fc 
Motor  to  meet  the  competitive  thn 
of  foreign  producers,"  and  Americ 
Express'  Jim  Robinson,  "for  his  bu 
ness  leadership  in  the  politic 
environment." 
Greatest  career  achievement:  "/ 


*  Four  year  change 
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ting  AT&T  in  making  the  conver- 
»n  from  a  monopoly  to  a  competi- 
e  enterprise  during  radical  change 
the  industry." 

Most  important  career  move:  "Re- 
ming  to  AT&T  from  Bell  Atlantic, 
.t  prior  to  Bell  System  breakup." 
.ikes  vodka  on  the  rocks,  drives  a 
dillac  and  a  Jaguar,  golfs,  jogs, 
ims,  gardens.  Second  home  in  Golf, 
i.  Last  book  read:  Robert  Ludlum's 
urne  Supremacy.  Most  important 
Dks  read:  several  management 
aks,  mostly  by  Peter  Drucker  and 
chael  Porter, 
'residential  prediction:  none. 


Joseph  E.  Antonini 

K  mart  Corp. 

$1,672,000 

Stock  price  change  60% 


latest  career  achievement:  reposi- 
I  ung  the  merchandising  of  K  mart 
H  arel  in  relation  to  the  total  corpo- 
ra:  sales  and  profit  program. 

lost  important  career  decision: 
living  the  Jaclyn  Smith  line  of 
Jhes  into  K  mart.  "We  spent  about 
million  on  that  before  the  first 
5«  nent  was  sold.  I  was  kind  of  stand- 
rJout  there  alone." 

iggest  career  mistake:  "I  don't 
mt  to  be  specific  on  that,  but  the 


biggest  thing  in  business  is  you  can't 
take  anything  for  granted.  When  you 
do,  you  most  likely  get  burnt." 

Second  home  in  Naples,  Fla.  Drives 
a  1987  Cadillac  Elegance,  plays  golf; 
volunteer  work  for  Michigan  Cancer 
Society,  Hospice  Foundation.  Enjoys 
red  wines.  Most  important  book  read: 
Tom  Peters'  In  Search  of  Excellence 
Last  book  read:  Tom  Peters'  Thriving 
on  Chaos. 

Rand  Araskog 

ITT  Corp. 

$3,032,000 

Stock  price  change  16% 


Zane  £.  Barnes 

Southwestern  Bell  Corp. 

$1,320,000 
Stock  price  change  87%* 


Andrew  Popper  Picture  Group 

Most  admired  business  leader:  Harold 
Geneen,  in  his  first  12  years  heading 
ITT.  "The  last  four  years  rather  sul- 
lied what  had  been,  until  1971,  a  fan- 
tastic performance." 

Greatest  career  achievement:  trans- 
ferring ITT's  telecommunications 
manufacturing  operations  to  Alcatel 
in  1986.  "That's  the  single  thing  that 
turned  ITT  into  a  financially  strong 
company." 

Biggest  career  mistake:  not  propos- 
ing to  reduce  the  dividend  in  1979, 
after  the  first  quarterly  loss  in  ITT's 
history.  "You  have  to  be  willing  to 
buck  popular  sentiment." 

Most  important  career  decision: 
leaving  Honeywell  to  join  ITT  in 
1966.  "I  didn't  get  a  job  I  thought  I 
deserved.  It  hurt." 

Drives  a  1980  Chrysler  LeBaron  and 
a  1984  Cadillac;  on  order  is  a  BMW 
750iL.  Second  homes  in  Southamp- 
ton, N.Y.  and  Palm  Coast,  Fla.  Plays 
golf,  swims,  drinks  scotch  and  soda  in 
Europe,  a  Bloody  Mary  or  martini  here 
("Don't  ask  me  to  explain").  Last 
book  read:  1999  Victory  Without  War  by 
Richard  Nixon. 

Served  on  Robert  Dole's  central  fi- 
nance committee,  now  supports 
George  Bush,  is  "fascinated"  by  Ma- 
rio Cuomo. 


Most  admired  businessman:  Lyman 
Thayer,  division  manager  of  Ohio 
Bell,  now  dead.  "I  think  he  probably 
had  as  much  impact  on  changing  my 
attitude  toward  looking  at  the  people 
side  of  the  business  as  anyone." 

Greatest  career  achievement:  ex- 
panding the  business  after  divestiture; 
buying  Metromedia's  cellular  phone 
operations. 

Most  important  career  move:  leav- 
ing, 1973,  Pacific  Northwest  Bell 
"where  I  had  been  quite  happy  as  pres- 
ident and  had  strong  ties  to  the  com- 
munity," to  become  head  of  South- 
western Bell. 

Biggest  career  mistake:  "Early  on,  I 
probably  had  less  sensitivity  and  less 
insight  into  the  value  of  interperson- 
al relationships  in  accomplishing 
objectives." 

Drives  a  1987  Cadillac  Eldorado, 
likes  scotch,  plays  golf  and  tennis. 
Last  book  read:  Treasure  by  Clive 
Cussler.  Most  important  book  read: 
the  works  of  Freud.  President  of  the 
local  United  Negro  College  Fund, 
president  of  St.  Louis  Variety  Club. 

Presidential  preference:  George 
Bush. 

Thomas  E.  Bolger 

Bell  Atlantic  Corp. 

$1,285,000 

Stock  price  change  100%  * 

Business  leader  most  admired:  "Don 
Petersen  of  Ford,  because  he  has  ini- 
tiated the  basics  for  building  a 
whole  new  corporation,  and  on  the 
basis  of  survival  in  the  competitive 
marketplace." 

Greatest  achievement:  "Bringing  a 
very  large  corporation  into  being  in 
a  rapidly  changing  and  competitive 
industry." 

Greatest  career  lesson:  "I  have 
learned  that  on  a  regular  basis,  one 
must  somehow  find  a  way  to  com- 
municate down  through  the  lines  of 
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the  organization." 

Most  important  career  decision: 
"Leaving  AT&T  at  the  time  that  I  did 
[1983]  and  taking  on  the  job  of  fash- 
ioning this  new  corporation." 

Most  important  books  read:  Practice 
of  Management,  The  New  Society,  Man 
aging  in  Turbulent  Times,  all  by  Peter 
Drucker.  Last  book  read:  Robert  Lud- 
lum's  Scarlatti  Inheritance 

Drives  1980  and  1987  Cadillac 
Fleetwood  Broughams  and  a  1987 
BMW  735.  Homes  in  Bethesda,  Md.; 
Philadelphia;  northern  Minnesota; 
Naples,  Fla. 

Likes  golf,  fly-fishing;  drinks  Cutty 
Sark,  Diet  Slice  with  lime.  Former 
board  member  of  United  Way  of  Met- 
ropolitan Washington. 

Presidential  preference/prediction: 
No  comment. 


Edward  A.  Brennan 

Sears,  Roebuck  &  Co. 

$1,994,000 

Stock  price  change  -6% 

Biggest  career  achievement:  "I  would 
most  like  to  be  remembered  for  man 
aging  the  complexities  of  change  in 
today's  environment,  and  still  keep 
ing  the  fabric  of  Sears  intact.  One 
must    be    alert    and    responsive    to 
change,  but  not  tear  the  fabric.  I  think 
we've  made  a  tremendous  number  of 
changes  m  the  last  several  years,  and 
done  it  with  compassion  and  with 
responsibility." 
Biggest    career   mistake'lesson:    "I 


guess  I  make  so  many  mistakes  every 
day  that  it's  hard  to  put  my  finger  on 
one.  You  do  try  to  learn  from  them, 
and  hopefully  I  have." 

Most  important  career  decision: 
"Joining  Sears.  I  had  worked  for  an- 
other retailer  through  college  and  af- 
ter I  graduated  and  I  made  the  deci- 
sion, in  1956,  to  join  Sears.  I  wanted  a 
career  in  retailing,  and  I  felt  that  if  I 
were  going  to  go  into  a  field  I  should 
go  with  the  best,  and  that's  simply 
why  I  joined  Sears." 

Drives  "old  cars.  I  don't  mean  an- 
tique cars,  I  just  mean  cars  that  have 
a  few  miles  on  them."  Plays  "a  little 
golf  and  a  little  tennis."  Has  homes 
in  Chicago  and  in  Jacksonville,  Fla. 
Last  book  read:  Pentagon  by  Allen 
Drury.  Most  important  book  read: 
Ayn  Rand's  Atlas  Shrugged.  Chairman 
elect  of  the  United  Way  of  America 
Board  of  Governors. 

Presidential  prediction:  George 
Bush. 

Edward  Budd 

Travelers  Corp. 

$924,000 

Stock  price  change  25% 


Declined  to  be  interviewed.  Joined 
Travelers  in  1955,  after  college.  In 
1983,  under  Budd's  authority,  Travel- 
ers became  the  first  insurance  compa- 
ny to  venture  into  the  world  of  cash 
management  accounts,  selling  them 
through  its  network  of  over  10,000 
independent  insurance  agents.  The 
program  was  discontinued  in  the 
spring  of  1988. 

Charitable  activities  include  Hart- 
ford Hospital  and  St.  Francis  Hospital; 
member  of  corporate  board  of  Ameri- 
can School  for  the  Deaf;  board  of  di- 
rectors tor  Institute  oi  Living.  Fellow 
of  the  Casualty  Actuarial  Society; 
member  American  Academy  of  Actu- 
urieSj  chairman  of  the  American  In- 


surance Association.  Member  of 
New   York   Athletic   Club   and 
Hartford  Golf  Club. 

James  E.  Burke 

Johnson  &  Johnson 

$1,282,000 

Stock  price  change  42% 


lolin  l)k- 
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Most  admired  business  leader:  Ger 
al  Johnson,  J&J's  chairman  from  V, 
to  1963,  "for  his  early  understand 
of  business'  responsibility  to  societ 

Greatest  career  achievement:  in 
tutionalizing  General  Johnson's  en 
of  values  at  J&J.  "It  starts  with  i 
customers,  then  employees,  puts 
stockholders  last.  So  when  you 
into  the  Tylenol  tragedies,  you  th: 
through  the  priorities  in  terms  of  se 
ing  society." 

Biggest  career  mistake:  "Getting 
into  businesses  we  didn't  know  h 
to  manage,  notably  the  acquisit: 
of — I  don't  even  like  to  use  the  w> 
anymore — Technicare." 

Most  important  career  decisi 
leaving  J&J  after  only  one  year 
cause  it  wasn't  "nearly  as  aggress 
as  it  needed  to  be.  I  was  asked  to  co 
back  with  recommendations  on  h 
the  company  could  be  more  inno 
tive  and  was  able  to  make  change 
couldn't  have  made  otherwise." 

An  "aggressively  mediocre"  sk 
tennis  player.  Member  of  Wb 
House  Conference  for  a  Drug-f 
America  and  the  President's  AdviS' 
Committee  on  Trade  Relations.  C 
rently  reading  Mikhail  Gorbache 
Perestroika 

Presidential  preference:  "Bush, 
it's  going  to  be  close." 

Colby  Chandler 

Eastman  Kodak  Co. 

$1,067,000 

Stock  price  change  -6% 

Most  admired  business  leac 
"George  Eastman.  His  think 
would  be  fresh  today." 

Greatest  career  achieveme 
"Building  a  team  here  at  Kodak  t 
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A  hundred  years  ago, 
the  race  went  to  the  swift, 
the  battle  to  the  strong. 


Today,  being  well  capitalized 
doesn't  hurt  either. 

A  business  needs  to  be  well  capitalized  in  order  to  be  successful  in  today's 
marketplace.  We're  U  S  WEST  Financial  Services,  a  diversified,  $2  billion  subsidiary 
of  the  telecommunications  giant.  We  help  corporations  throughout  the  world 
achieve  their  goals  by  providing  equipment  leasing  sales  financing  and  a  wide 
range  of  other  asset-based  lending  programs.  These  financial  programs  are 
tailored  to  fit  the  particular  needs  of  each  client. 

Give  us  a  call  at  our  Denver  headquarters,  (303)  773-2363.  Our  offices  are 
also  located  in  New  York,  Chicago,  Kansas  City,  Los  Angeles  and  San  Francisco. 
We're  ready  to  put  our  extensive  capital  resources  and  special  expertise 
to  work  for  you. 

wswEsr 

FINANCIAL  SERVICES 


©1988.  U  S  WEST  Financial  Services,  lnc 
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Bob  Mahonev/Picture  Group 


managed  the  restructuring  of  the 
company." 

Biggest  career  mistakes:  "Not 
studying  enough  liberal  arts  and  clas- 
sics" and  "not  moving  fast  enough." 
Most  important  career  decisions: 
"The  decision  to  come  to  Kodak"  and 
"joining  the  Marine  Corps." 

Farms  150  acres  outside  Rochester 
("Farming  is  my  thing").  Also  enjoys 
antiques,  woodworking,  photography. 
Works  with  United  Way;  United  Ne- 
gro College  Fund  National  Board;  Na- 
tional Organization  on  Disability; 
National  4-H  Council;  chairman  of 
the  President's  Export  Council;  on 
four  college  boards  and  a  museum 
board.  Favorite  drink:  "Root  beer,  es- 
pecially what  I  make  myself."  Drives 
Fords. 

Last  book  read:  Manufacturing  Mat- 
ters by  Stephen  Cohen  and  John  Zys- 
man.  Most  important  books:  Presiden- 
tial Power  by  Richard  Neustadt,  and 
Mark  Twain's  Huckleberry  I  inn 

Presidential  preference  or  predic- 
tion: none. 

Richard  A.  Clarke 

Pacific  Gas  &  Electric  Co. 

$551,000 
Stock  price  change  29% 

Declined  to  be  interviewed.  Joined  Pa- 
cific Gas  &  Electric  as  staff  attorney 
alter  earning  his  law  degree  from 
Berkeley's  Boalt  Hall  in  1955.  Quit  to 
enter  pnv.ite  practice  in  1960  and  re- 
joined PG&E  in  1969.  Moved  from 
corporate  staff  to  general  manage- 
ment of  utility  operations  in  1982, 
was  promoted  to  chairman  and  CEO 
in  1986.  In  the  face  of  deregulation 


and  increasing  competition,  PG&E's 
profitability  has  lagged  that  of  San 
Diego  Gas  &.  Electric,  Southern  Cali- 
fornia Edison  and  PacifiCorp.  But 
Clarke  has  been  concentrating  on  im- 
proving the  marketing  efforts  for 
PG&E's  14  subsidiaries. 

Enjoys  tennis  and  gardening.  On 
board  of  directors,  Independent  Col- 
leges of  Northern  California;  works 
with  United  Way. 

John  L.  Clendenin 

BellSouth  Corp. 

$1,172,000 

Stock  price  change  117%  * 

Financial  Times. ■Gamma  Liaison 


Business  leader  most  admired:  "Char- 
he  Brown  (AT&T  chairman,  1979-86] 
for  his  insight,  decisiveness,  coolness 
under  pressure,  sensitivity  and  keen 
appreciation  of  the  human  aspects  of 
any  problem." 

Greatest  career  achievement:  "Be- 
ing part  of  a  team  of  people  that 
launched  BellSouth  Corp." 

Greatest  mistake:  "Underrating  the 
speed  with  which  technology  was  go- 
ing to  change  and  finding  that 
customers'  expectations  were  moving 
faster  than  we  had  anticipated." 

Most  important  career  decision: 
"Marrying  my  wife,  who  stuck  with 
me  through  so  many  moves  you 
wouldn't  believe  and  provided  a  sta- 
hle  home  environment." 

Drives  a  1984  Lincoln,  1987  Jeep 
Cherokee  Laredo  and  Mazda  pickup 
truck.  Favorite  drink:  Coca-Cola.  En- 
joys tennis  and  his  seven  grandchil- 
dren. House  in  Atlanta;  cabin  in  the 
north  Georgia  mountains.  On  board 
of  governors  of  the  United  Way  of 
America;  church  activities.  Last  book 
read:  Making  a  Difference  The  Peace 
(.nips  at  Twenty  -fire,  edited  by  Milton 
Viorst.  Most  important  book  to  ca- 
reer:  Paul  Samuelson's  textbook  on 
economics  [Economics,  1948). 

Presidential  choice/prediction: 

"I'm  not  in  the  business  of  broadcast- 
ing such  things." 


Lodwrick  M.  Cook 

Atlantic  Richfield  Co. 

$1,957,000 
Stock  price  change  40% 
Greatest  career  achievement:  "1VB 
recently,  the  restructuring  of  A* 
[Forbes,  Mar.  21].  Some  years  b» 
leading  development  of  a  drag-reel 
ing  agent  that  allowed  more  oil  '■ 
ume  to  be  pumped  through  the  TrH 
Alaska  Pipeline." 

Biggest      career      mistake/lessS 
"Sometimes  I've  stayed  too  long  vST 
people  when  I  should  have  moved 
sooner,  or  with  an  investment  th| 
should  have  corrected  quicker.  So 
times  strong  people  think  they 
change  almost  anything,  and  so: 
times  it's  better  just  to  come  to  g| 
with  a  problem  and  resolve  it.  .  . 
person  who  puts  the  pieces  tog 
well  to  form  a  company  may  not 
up  being  the  best  guy  to  run  it  1 
on.  There  are  exceptions,  of  cou 
including  our  own  Bob  Anderson. 

Most  important  career  decis 
"Coming  with  Arco  after  I  tu: 
down  the  company's  first  job  offe 

Last  book:  David  Halberstam's 
Reckoning.   Drives  a   1986  Merc 
500  SEL.  Homes  in  L.A.  and  I- 
Desert,  Calif.  Drinks  iced  tea,  enjj 
golf,  tennis,  freshwater  fishing 
wife  and  two  granddaughters.  C 
man,  National  Junior  Achievem 
trustee,  Aspen  Institute;  board 
rectors,  Los  Angeles  Music  Cente 

Presidential  preference  and  pre 
tion:  George  Bush. 


Sam  L.  Ginn 

Pacific  Telesis  Group 

$582,000 

Stock  price  change  125%* 

Business  leaders  most  admired: 
Guinn,  my  predecessor,  because  I 
turned  Pacific  Telesis  around  and  s| 
spent  a  lot  of  time  working  on 
proving  public  education.  Also,  ]<\ 
Lillie  of   Lucky  Stores,   because  I 
fought  off  Asher  Edelman  and,  havl 
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When  your  horizons  expand, 
so  snouldyour  carry  on. 


Whether  your  travel  plans  call  for 
London  in  the  morning  or  Los  Angeles  at 
midnight,  if  s  time  you  examined  the  Lark 
expandable  carry-on. 

With  little  effort,  you  can  easily  enlarge 
our  unique  carry-on  by  50  percent.  And 
that  makes  it  the  ideal  travel  companion  for 
those  overnight  business  trips  or  week-long 
conferences. 

Plus,  unlike  some,  the  Lark  carry-on 
continues  to  look  great  long  after  it's  been 

_ 


removed  from  the  showroom  floor. 

That's  because  each  one  is  treated  with 
Dupont  Teflon®  so  it  repels  water  and  stains. 
Each  is  carefully  hand-crafted,  sporting 
all-leather  handles,  and  solid-brass  zippers. 
Best  of  all,  each  carry-on  is  fully  lined. 

When  your  horizons  ex- 
pand, you  need  the  carry-    /  7€ 
on  that  expands  along       /  ^  //"  /  ,  - 
with  them.  The  Lark     ____JlL 

expandable  Carry-On.      Luggage  for  your  expanding  needs? 
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divested  half  his  company,  came  out 
with  healthy  operations." 

Greatest  achievement:  "Starting 
whole  series  of  nonregulated  new 
companies  after  divestiture — particu- 
larly the  cellular  telephone  company, 
which  is  now  worth  over  $2.5 
billion." 

Greatest  mistake/lesson:  "Learning 
not  to  spend  a  lot  of  capital  way  ahead 
of  anticipated  revenue  stream.  In 
startups,  estimated  expenses  are  usu- 
ally pretty  close,  but  estimated  reve- 
nue is  off  by  a  factor  of  2  to  10.  We  just 
sold  PacTel  Spectrum  to  IBM,  and 
even  though  we  booked  a  gain  we  lost 
money  operationally." 

Most  important  decision:  staying  at 
Telesis  at  divestiture. 

Plays  tennis,  learning  golf.  Favorite 
drink:  half  ginger  ale,  half  orange 
juice.  Last  book  read:  Tom  Clancy's 
Hunt  for  Red  October.  Former  chairman 
of  both  the  Industry  Education  Coun- 
cil of  California  and  United  Way's  San 
Francisco  campaign. 

Presidential  prediction:  "Too  close 
to  call." 


David  D.  Glass 

Wal-Mart  Stores 

$6,085,000 

Stock  price  change  282% 

Most  admires  Wal-Mart  founder  Sam 
Walton,  whom  Glass  succeeded  as 
chief  executive  on  Feb.  1,  1988. 
"There's  never  been  a  day  in  his  life, 
since  I've  known  him,  that  he  didn't 
improve  in  some  way." 

Most    important    career    decision: 

starting  at  Wal-Mart  when  it  was  still 

relatively  small,  in  1976,  as  executive 

sident  for  finance. 

Biggest  career  mistake:  working  for 

-mess  that  was  acquired.  "I  like 

quirer  rather  than  being 

on  the  other  side.  It's  bettei  when  you 

■our  own  destiny." 

rtant  book  read:  In  Search 
k»  by  Tom  Peters  Last  book 
Dentin,    Management  Method 
Walton. 


Plays  "a  little"  golf,  likes  coffee, 
drives  a  Ford  station  wagon  ("I  don't 
know  the  year").  Chairman,  corporate 
gift  committee,  Southwest  Missouri 
State  University.  Family  man. 

Presidential  prediction:  "I  think 
Dukakis  is  an  outstanding  young  man 
who  has  a  lot  to  offer.  But  I  guess, 
when  you  put  it  all  in  a  sack  and 
shake  it  up,  I  can't  see  Bush  not 
winning." 

Roberto  Goizueta 

Coca-Cola  Co. 

$3,107,000 

Stock  price  change  88% 

Most  admired  business  leader:  Coca- 
Cola's  president  from  1923  to  1939, 
Robert  Woodruff,  "because  he  pro- 
vided a  vision  for  the  product  Coca- 
Cola  that  is  still  valid  today.  Also, 
my  grandfather,  who  made  so  many 
things  possible." 

Greatest  career  achievement: 
"Steering  the  company  with  a  sense  of 
direction,  and  maintaining  its  mo- 
mentum during  my  tenure  as  CEO." 

Biggest  career  mistake:  "I  have 
made  many  mistakes,  from  which  I 
have  learned  that  the  secret  to  success 
is  having  the  courage  to  meet  those 
mistakes  without  being  defeated.'' 

Most  important  career  decision: 
"To  introduce  New  Coke,  followed 
by  Coca-Cola  Classic." 

Last  book  read:  The  Suicidal  <  orpora- 
tton  by  Paul  Weaver.  Most  important 
book:  Yukio  Mishima's  tetralogy  The 
Sea  of  Fertility  Drives  a  Mercury  Scor- 


pio, drinks — what  else? — Coke.  Jip 
ports  United  Way. 

Presidential  prediction:  Ge<g 
Bush. 

■■■■■■■■■■i 

Maurice  Greenberg 

American  International  Group 

$3,529,000 

Stock  price  change  64% 

Admires  Lee  Iacocca.  "I  certa  1' 
think  he  did  a  great  job  with  Ch^ 
ler."  Greatest  career  achievemit 
"Managing  change,  and  bringing  u 
company  to  a  position  where  it!  al 
leader  in  its  industry." 

Biggest  career  mistake:  "Failinti 
recognize  the  impact  of  deflation  it 
one  of  our  subsidiaries.  You  can't  s 
focus  your  business  strategies  wh 
out  totally  focusing  on  what  the  iiq- 
nomic  indicators  for  that  particjr 
business  would  result  in." 

Most  important  career  decis  n  I 
"Deciding  what  our  distribution  h-i 
tem  would  be  and  then  concentra  aj 
our  efforts  on  one  that  gave  us  a  fm 
erful  position  in  our  industry." 

Avidly  skis,  plays  tennis,  ride  a 
stationary  bike.  Chairman  of  I1:* 
York  Hospital.  Drives  a  1983  Jaji 
between  New  York  City  apartnn: 
and  a  country  house  in  upstate  r-w 
York.  Is  currently  reading  The  Rise  to 
Fall  of  the  Great  Powers  by  Paul  Ker|r 
dy.  Likes  scotch  on  the  rocks  ("\m 
some  water"). 

Hopes  and  predicts  George  BsL 
will  be  next  President. 


Richard  E.  Heckert 

E.I.  du  Pont  de  Nemours  &  Co.  I 
$5,959,000 
Stock  price  change  86% 

Declined  to  be  interviewed.  Great 
career  achievement:  Heckert  has  l\ 
bringing  an  emphasis  on  marketi: 
traditionally     research-minded 
Pont,  whose  salesmen  have  often 
en  a  come-and-get-them  approacl 
the  company's  products. 
Lives  on  a  1 20-acre  farm  in  Un 
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MasterCard  presents 

The  BusinessCardChallenge 

mpare  these  two  company  T&E  card  systems  and  see  which  one  lets  you  manage  your  business  better. 


nagement  Control:  Both  the  MasterCard  BusinessCarcT  and  American  Express® Corporate  Card  provide  MIS  Reports. 
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MasterCard 
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3eptance:  MasterCard"  is  accepted  at  over  5  million  merchants  worldwide— 3  times  more  than  American  Express. 
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MasterCard 
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»h  Access:  MasterCard  gives  you  cash  access  at  over  150,000  locations— 5  times  more  than  American  Express. 
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MasterCard. 
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ividual  Spending  Limits:  MasterCard  lets  you  set  them.  American  Express  does  not. 
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MasterCard. 


Clearly,  the  MasterCard  BusinessCaixT  gives  you 

e  flexibility  and  control. 

t  lets  you  set  flexible  spending  limits  for  superior 

control.  And  with  in-depth  MIS  reports,  you  can 
liitor  exactly  where  your  money  is  going. 

nlike  American  Express,  the  program  is  designed 
i  implemented  by  your  bank  to  fit  your  specific  needs. 

fers  greater  flexibility  in  the  form  of  an  optional 
|  rred  payment  plan  so  you  can  better  manage  your 
flow. 


Your  employees  will  enjoy  our  superior  acceptability, 
while  you'll  appreciate  the  wide  range  MasterCard  mer- 
chants offer  in  price,  style  and  location.  And  with  easy 
cash  access  at  over  150,000  locations,  the  BusinessCard 
virtually  eliminates  the  need  and  expense  of  petty  cash 
advances. 

MasterCard  can  even  put  your  company  name  on  top 
of  the  card;  American  Express  puts  theirs. 

Now  that  you  know  the  facts,  the  BusinessCard 
challenge  is  really  no  contest  at  all. 


Ihoose  The  BusinessCard  That  Makes  A  Difference" 


MasterCard  International  Inc. 


MasterCard. 
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Leif  Skoogfors/Woodfin  Camp 


ville,  Pa.,  near  Wilmington;  vacation 
home  in  Wyoming.  Avid  farmer, 
hunter,  fisherman,  also  holds  several 
of  the  first  patents  in  the  field  of  cya- 
nocarbon  chemistry,  a  branch  of  or- 
ganic chemistry  concerned  with  car- 
bon, not  hydrogen,  atoms.  Chairman 
of  the  board  of  trustees  of  Carnegie 
Institution,  and  member  of  the  Gov- 
ernor's High  Technology  Task  Force 
of  Delaware. 

William  R.  Howell 

J.C.  Penney  Co. 

$1,214,000 

Stock  price  change  40% 

Most  admires  James  Cash  Penney. 
"He  was  a  pioneer,  he  was  an  entre- 
preneur, and  he  was  an  ethical  man  in 
every  respect." 

Greatest  career  achievement:  repo- 
sitioning of  J.C.  Penney  upmarket. 

Biggest  career  mistake:  failing  to 
save  Penney's  Treasury  Stores  divi- 
sion. "I  learned  that  today's  market- 
place absolutely  dictates  that  you 
must  have  a  clear  focus  for  the  busi- 
ness and  be  well  understood  by  the 
American  consuming  public." 

Most  important  career  decision:  "I 
never  said  no  to  a  career  assignment." 

Drinks  Diet  Coke,  drives  a  1985 
Jeep  Grand  Wagoneer  and  1985  Lin- 
coln Town  Car.  Enjoys  golf,  wood- 
working; supports  United  Way,  Na- 
tional Organization  on  Disability, 
National  Urban  League.  Second  home 
in  Naples,  Fla. 

Last  book  read:  The  Destructive 
Achiever  by  Charles  M.  Kelly.  Most 
important  book  read:  Future  Stock  bv 


Alvin  Tof  fler  and  Main  Street  Merchant 
by  Norman  Beasley,  the  story  of  J.C. 
Penney.  "I  keep  it  right  here  at  my 
desk  as  a  ready  reference." 

Preference/prediction  for  next  Pres- 
ident: George  Bush. 

Lee  A. Iacocca 

Chrysler  Corp. 

$17,656,000 

Stock  price  change  89% 

Declined  to  be  interviewed.  Career 
achievements:  spearheading  develop- 
ment of  Ford's  Mustang  in  1960s;  res- 
urrecting, with  government  backing, 
Chrysler  in  early  1980s. 

Career  low  points:  forced  1978  res- 
ignation as  Ford  president,  after  feud- 
ing with  Henry  Ford  II;  federal  grand 
jury  indictment  of  Chrysler  last  year 
for  disconnecting  test  car  odometers. 

David  Burnett  Contact 


Steve  Woii/Picturc  ».- 


Personal  Chrysler  favorites:  1988 
Dodge  Caravan  minivan  and  1988 
New  Yorker  Landau.  Occasional  ten- 
nis player.  Second  homes:  reportedly 
has  oceanfront  condo  in  Boca  Raton, 
Fla.  and  a  villa  in  Tuscany,  Italy. 
Likes  Villa  Nicola,  the  red  table  wine 
from  his  Tuscan  vineyard.  Wrote  the 
bestselling  hardcover  autobiography 
in  history,  Iacocca,  with  William  No- 
vak; wrote  Talking  Straight  with  Sonny 
Kleinfield,  due  out  next  month.  On 
board  of  Detroit  Symphony  Orches- 
tra. Heads  Iacocca  Foundation,  which 
funds  diabetes  research  and  college 
scholarships;  leading  $40  million 
drive  to  pay  for  Iacocca  Institute  for 
American  Enterprise  at  Lehigh  Moun- 
taintop  campus. 

Presidential  prediction:  none. 
"None  of  the  candidates  has  ad- 
dressed the  issues." 

Allen  F.  Jacobson 

Minnesota  Mining 

$1,015,000 

Stock  price  change  36% 

Most  admires  3M's  late  chief  execu- 
tive W.L.  McKnight.  "He  recognized 
very  early  the  value  of  research  in 


business  as  a  competitive  tool." 

Biggest  career  mistake:  "In  my  h 
few  years  in  the  laboratory,  I  irl 
some  product  [Scotch  tape]  with  i 
than  the  best-quality  materials,  a:l '.< 
learned  a  lot  from  that  because  wi 
kept  getting  it  back  for  a  long  tim'"| 

Career  achievement:  "Probablyki 
most  significant  thing  was  coordi.it  i 
ing  and  creating  a  single  global  ttnsl 
out  of  the  'outside-U.S.'  and  the! 
side-U.S.'  parts  of  our  company."  I 

Most    important    career    decisl 
"Coming  to  3M  forty  years  ago." 

Drinks  martinis,  drives  a  1986 . 
Quattro— "A  four-wheel-drive 
that  lets  you  get  around  Minnesql 
Enjoys  gardening,  shooting,  photol 
phy,  golf,  working  for  United  V| 
Second  home  Naples,  Fla.  "I  guess| 
family's  my  first  hobby."  Last 
Richard  Rhodes'  Making  of  the  Ate 
Bomb,  cites  the  Bible  as  most  imj| 
tant  book. 

Would  like  to  see  Howard  Bake 
President,  but  among  the  candidij 
running  prefers  George  Bush. 

James  L.  (Rocky)  Johnson 

GTE  Corp. 

$864,000 

Stock  price  change  49% 

Business  leader  most  admired:  "A 
tin  Saunders  of  General  Telephonl 
Michigan,  who  had  a  sixth  sensd 
recognizing  a  problem  before  it  | 
came  serious,   and  was  one 
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How  fast  you 

p.  black  and  blue  depends 

onwhoyou  punch. 


fty  is  the  competition  afraid  of  our  490Z? 

ecause  when  you  punch  it,  you  get  black  and  blue  faster 

3i  any  other  copier  in  the  world.  (Not  to  mention  red,  green, 
sepia.) 

'hanks  to  an  extraordinary  process  called  Simul-color,™ 
i  -color  copies  are  whisked  out  in  a  single  step, 
hould  your  tastes  run  to  a  more  economical  two-color 
( er,  there's  the  370  with  Selecta-color.™  Or  you  can  choose 

"  color  and  Selecta-color  are  trademarks  of  Minolta  Corporation-  i ;  1988  Minolta  Corporation 


the  370Z,  which  offers  all  the  features  of  the  370,  plus  zoom, 
editing  and  optional  duplexing. 

To  put  them  to  the  test,  call  1-800-USA-DIAL,  ext.  777  for 
the  Minolta  dealer  nearest  you. 

We're  sure  they'll  come  out  with  flying  colors. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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prime  men  to  develop  people  through- 
out the  company." 

Greatest  career  achievement:  The 
financial  results  of  the  GTE  telephone 
operating  companies  while  he  was 
president. 

Biggest  mistake/lesson:  "I've  cer- 
tainly made  my  share  of  mistakes.  I'm 
a  big  believer  that  making  mistakes  is 
a  way  to  develop  good  managers,  as 
long  as  they  don't  repeat  them." 

Most  important  career  decision: 
moving  into  general  management 
from  finance  in  1976. 

Drives  a  Mercedes,  has  homes  in 
New  Canaan,  Conn,  and  on  the  west 
coast  of  Florida;  drinks  iced  tea  and 
California  chardonnays.  A  fitness 
buff,  hunter,  fisherman  and  collector 
of  duck  decoys.  Close  ties  to  Texas 
Tech  (class  of  '49),  the  Methodist 
Church,  United  Way.  Book  most  im- 
portant to  career:  Peters'  and  Water- 
man's In  Search  of  Excellence.  Last 
read:  Harvey  Mackay's  Swim  With  the 
Slxirks  Without  Being  Eaten  Alii  e 

Presidential  prediction:  George 
Bush. 

Ross  Johnson 

RJR  Nabisco 

$2,716,000 

Stock  price  change  1 14% 


Declined   to  be  interviewed.   Career 
achievements:  As  chief  executive  of 
Standard  Brands,  he  merged  it  with 
Nabisco  in    1981   and   became  chief 
executive  of  the  combined  company 
within  three  years.  In  1985  sold  Na- 
bisco   to    R.J.     Reynolds    and    was 
named     head     of     RJR/Nabisco     16 
months  later. 
Bom  in  Winnipeg,  Man.  in  Canada. 
-  uolt.  Friends  reportedly  include 
hockey  star  Bobby  Orr,  pro  football 
great    Frank    Gifford    and    Canadian 
i   Minister  Brian  Mulroney.  Has 
1  in  print  ads  tor  Oleg  Cassini 
1 !;  '  ay,  is  a 

uke  University. 
■ 


i.u 


David  T.  Kearns 

Xerox  Corp. 

$1,724,000 

Stock  price  change  23% 


success 


Rob  Kin  month 


Most  admired  business  leaders:  IBM's 
Thomas  Watson  and  former  Xerox 
chairman  Peter  McColough.  "Con- 
versations with  Watson  were  like  a 
search  for  truth.  With  McColough,  in- 
tegrity is  number  one  in  everything." 

Greatest  career  achievement: 
"Making  Xerox  competitive  with  the 
very  best  and  regaining  market  share 
particularly  against  the  Japanese.  Not 
a  victory,  yet,  but  we  have  made  real 
progress." 

Biggest  career  mistake:  "Our  strate- 
gy in  the  late  1970s  and  early  1980s 
was  too  broad.  It  cost  us  time  and 
diluted  our  investment." 

Most  important  career  decision: 
leaving  IBM  and  coming  to  Xerox. 
"It's  clear  to  mc  I  never  would  have 
been  CEO  at  IBM." 

Likes  "diet  soda  by  the  ton";  drives 
a  1986  Buick  station  wagon,  a  1987 
Jeep  Cherokee  and  a  1986  Ford  Escort 
(shared  with  his  children).  Runs, 
golfs,  flies  a  plane,  recently  coau- 
thored  a  book  on  perils  facing  public 
education;  trustee  of  National  Urban 
League.  Most  important  books:  Excel- 
lence and  No  Easy  Victories  by  advocate 
and  educator  John  W.  Gardner.  Last 
book  read:  Sarum  by  Edward  Ruther- 
furd.  Homes  in  New  Canaan,  Conn.; 
Vero  Beach,  Fla. 

Presidential  preference:  George 
Bush.  "I  think  he'll  win,  but  I  think 
it's  going  to  be  close." 

George  Keller 

Chevron  Corp. 

$1,565,000 

Stock  price  change  20% 

Most  admired  business  leaders:  "Ru- 
ben Mettler  at  TRW,  because  he's  re- 
oriented a  complex  business  to  take 
advantage  of  its  strengths.  Jimmy 
Robinson  at  American  Express,  who 
has  played  a  particularly  effective 
public  role;  and  in  the  other  direction, 
jack  Welch  at  GE:  He's  Mr.  Inside  and 
has  faced  up  to  a  complex  business 


decisi 
the  f: 
spend 
trans) 


and  made  aggressive  and 
steps  in  new  directions." 

Greatest  career  achievement:  "S 
vival,  and  the  successful  complet 
of  the  Gulf  Oil  merger  last  year.  .  . 
Senate  proposal  was  introduced  t 
would  have  made  the  Gulf  mer 
illegal;  we  had  it  defeated.  Carry 
the  message  to  the  right  people  ins 
and  outside  the  company  is  a  big  p 
of  the  job." 

Most  important  career 
"Coming  to  Chevron  in 
place — I  was  at  MIT  after 
time  in  the  Air  Force.  Then 
ring  from  engineering  to  our  fore 
operations  in  1963,  and  going  to  A 
bia  and  Iran  that  year." 

Homes  in  San  Mateo  and  Peb| 
Beach,  Calif.  Golfs;  chairs  boan 
College  of  Notre  Dame  in  Belmcj 
Calif.,  soon  to  be  chairman  of  Uni 
Way  of  Bay  Area.  Collects  Califor  I 
and  Bordeaux  wines,  likes  Highhl 
brands  of  single-malt  scotch.  Drive 
1978   Mercedes.   Enjoys   P.D.   Jarj 
thrillers.  "I've  never  been  terribly  it 
pressed  by  business  books." 

Presidential  preference:  Geo 
Bush. 


Ed  Ka.slu  Gamma  L 


Robert  Kilpatrick 

Cigna  Corp. 

$1,293,000 

Stock  price  change  -4% 

Most  admired  business  leader:  Jar 
Burke  of  Johnson  &.  Johnson.  "He  j 
runs  a  first-class  company  in  a  cl 
sy  way." 

Greatest  career  achievement:  "1 
building  of  Cigna  Corp.  I'd  like  to 
remembered  best  as  the  guy  that  \ 
CEO  throughout  the  whole  build 
period." 

Most  important  career  decisi 
"Deciding  [in  1978]  that  I  wan 
Connecticut"  General  to  get  an  int 
national  presence,  a  larger  proper 
casualty  presence  and  a  larger  hea 
care  presence.  That  led  to  the  mer 
with  IN  A  that  created  Cigna." 

Biggest  career  mistake:  "Timi 
I've  learned  that  in  mergers  and  acq 
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The  Fine  Art  Of  Flying 

by  Pavlos 


"The  Magic  Table".  Committed  as  we  are  to  The  Fine  Art  of  Flying,  we  commissioned  the  Greek 
artist  Pavlos  to  make  his  own  interpretation  of  our  new  concept.  Dividing  his  time  between  Athens 
and  Paris,  Pavlos  has  gained  an  international  reputation  for  his  sensual  paper  sculptures.  And  his 
"Magic  Table"  is  the  perfect  evocation  of  how  it  feels  to  be  flying  in  the  lap  of  luxury:  Air  France. 


Coffee,  tea  or  champagne? 


THE  FINE  ART 
WSO?  FLYING 


1 
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sitions,  timing  is  about  as  important 
as  the  strategic  considerations  are." 

Enjoys  bird  hunting,  tennis,  walk- 
ing 5  miles  every  day,  his  farm  in 
Virginia,  scotch  and  water.  Drives  a 
1983  Cadillac  ("Time  for  a  new  one"). 
Trustee  at  the  University  of  Rich- 
mond and  the  University  of  Virginia's 
Colgate  Darden  School  of  Business. 
Last  book  read:  Whirlwind  by  James 
Clavell.  Most  important  books:  sever- 
al by  Peter  Drucker. 

Presidential  prediction/preference : 
George  Bush. 

James  W.  Kinnear 

Texaco 

$727,000 

Stock  price  change  25% 

Most  admired  business  leader:  Sears, 
Roebuck  Chairman  (1939-54)  General 
Robert  E.  Wood.  "He  was  a  visionary, 
an  optimist,  and  created  much  of  the 
type  of  merchandising  that  we  have  in 
the  U.S.  today.  I  married  his  grand- 
daughter." 

Greatest  decision/achievement: 
"Decision  to  lead  this  corporation 
into  bankruptcy  and,  361  days  later, 
get  it  out  of  bankruptcy,  paying  all 
debt  holders'  interest  and  suppliers' 
interest  on  their  accounts,  plus  inter- 
est on  their  interest." 

Greatest  career  mistake/lesson:  "I 
have  made  so  many  mistakes,  I  can't 
single  one  out.  It's  my  deeply  held 
belief  that  wealth  is  created  by  invest- 
ment, research,  exploration  and  train- 
ing people,  and  not  by  balance-sheet 
manipulation." 


K.>h  Kjnmonih 


Last  book  read:  Commander-in-Chief: 
Franklin  Delano  Roosevelt,  His  Lieuten- 
ants &  Their  War  by  Eric  Larrabee.  Fa- 
vorite drinks:  Dewar's  White  Label, 
decaffeinated  coffee  and  tea.  Drives  a 
1981  Oldsmobile  Omega.  Likes 
squash,  hunting  and  fishing;  raises 
hunting  dogs,  cultivates  orchids.  Pres- 
ident of  board  of  trustees,  St.  Paul's 
School,  Concord,  N.H. 

Presidential  prediction/preference: 
No  comment. 

James  T.  Lynn 

Aetna  Life  &  Casualty  Co. 

$2,603,000 

Stock  price  change  15% 


Don  HeinvPicturc  Group 

Declined  to  be  interviewed.  Career 
achievements:  Arriving  at  Aetna  in 
1984,  when  its  earnings  were  poor  and 
its  debt  bloated  from  bad  acquisitions 
in  energy,  communications  and  real 
estate,  Lynn  refocused  Aetna  on  the 
insurance  business,  with  an  emphasis 
on  employee  benefits  and  investment 
management.  Has  called  the  timing  of 
his  arrival  at  Aetna  "spectacularly 
good." 

Bright,  informal,  works  at  dealing 
with  subordinates  on  a  peer  level.  Em- 
phasizes planning  and  requires  de- 
tailed "option  papers."  Enjoys  cook- 
ing with  his  wife.  Home  in  Farming- 
ton,  Conn. 

Before  Aetna,  several  government 
jobs  including  Under  Secretary  of  U.S. 
Department  of  Commerce,  1971-73; 
Secretary  of  Housing  &  Urban  Devel- 
opment, 1973-75;  director  of  the  Office 
of  Management  &  Budget,  1975-77. 

Nonbusiness  directorships  include 
National  Alliance  of  Business;  the 
Washington  Campus;  the  Committee 
for  a  Responsible  Federal  Budget; 
lames  S.  Brady  Presidential  Founda- 
tion. Member  of  the  President's  Eco- 
nomic Policy  Advisory  Board.  Trust- 
ee, Brookings  Institution  and  Case 
Western  Reserve  University. 

Acted  and  sang  in  a  high  school 
barbershop  quartet  that  Bob  Hope  in- 
vited to  join  his  China-Burma-India 


tour  during  WWII.  "It  was  too  lat 
Lynn  says.  "Three  of  us  had  aire* 
enlisted." 

Jack  Mac Allister 

US  West 

$914,000 

Stock  price  change  72%* 

Most  admired  business  leader: 
late  Peter  Kiewit,  of  Omaha's  Pe 
Kiewit  Son's.  "I  admire  somebc 
who  can  keep  a  perspective  on  life 
addition  to  being  very  successful 
business." 

Greatest  career  achievement:  be 
named   CEO   and   chairman   of 
West.  Wants  to  be  remembered 
"having  a  successful  and  profit; 
company,  building  a  truly  plurali 
work  environment  and  taking  so 
responsibility  for  some  of  those  ar| 
where  society  hurts." 

Biggest    career    mistake:    "Un 
whelming  some  opportunities" 
"not  really  understanding  all  of 
assets  required  to  give  an  idea  a 
chance  of  success." 

Most  important  career  decision: 
the  operations  end  of  the  teleph 
business  and  took  a  job  as  treas 
with  Northwestern  Bell  in  the  19 

A    passionate    skier    who 
homes  in  a  Denver  suburb  andl 
Crested  Butte,  Colo.  Drives  a  1 
Lincoln  Continental  and  1977  To 
Land  Cruiser.  Last  book  read:  Writi 
by  Thomas  Jefferson.  Most  impor 
book:  the  Bible.  Especially  conce: 
with  the  plight  of  the  homeless.  Pn 
dential  preference:  George  Bush 


John  C.  Marous 

Westinghouse  Electric  Corp. 

$1,608,000 

Stock  price  change  94% 

Most  admired  business  leader:  Mol 
ola   Chairman   Robert   Galvin,   ' 
bringing  about  what  success  w 
achieved  in  the  semiconductor  in? 
try  between  the  U.S.  and  Japan." 
Greatest  career  achievement: 
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There's  only  a 

handful  of  truly 

global  banks. 


Here's  how 
to  recognize 
one  of  them. 


Look  to  the  ABN/LASALLE  group... the  symbol  of  global  reach.  What  started  in  1824 
as  a  Dutch  trading  company  has  grown  into  Algemene  Bank  Nederland  N.Y.  a  $67 
billion  banking  network  of  more  than  900  offices  in  43  countries  on  6  continents. 

Global  power.  We  are  deeply  rooted  in  the  business  culture  of  each  country  with 
full-service  indigenous  banks.  Domestic  power.  We  are  a  major  presence  in  North 
America  with  13  offices  in  the  U.S.  and  Canada. 

Comprehensive  financial  services.  Whether  your  needs  include  corporate  and 
trade  finance,  treasury,  capital  markets,  trust  or  security  and  syndication  services, 
call  your  nearby  office.  Or  contact  Peter  Casey,  ABN/LASALLE  North  America.  Inc., 
135  South  LaSalle  Street.  Chicago.  IL  60603.  Phone  1-800-84  5-8884. 


ABN  O  LASALLE 


ABN  Bank  offices  are  in:  Atlanta.  Boston  Chicago  Houston  Los  Angeles  Miami  Montreal  New  York  Pittsburgh.  San  Francisco  Seattle  Toronto  and  Vancouver 
LaSalle  National  Corp   Chicago  is  a  subsidiary  of  Algemene  Bank  Nederland  N  V         ©  1988  ABN  LASALLE  North  America  Inc 
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ting  Westinghouse  to  focus  on  every 
worker's  contribution.  "The  team 
that  wins  the  Superbowl  isn't  neces- 
sarily the  one  with  a  superstar.  It's  the 
team  where  everybody  on  it  is  creat- 
ing value." 

Biggest  career  mistake:  judging  peo- 
ple on  first  impressions.  "We  need  to 
take  more  time  to  thoroughly  under- 
stand an  individual.  You  can't  put 
a  football  player  on  a  baseball 
diamond." 

Most  important  career  decision: 
moving  from  functional  departments 
(engineering,  marketing)  into  general 
management. 

Plays  golf,  drinks  Jack  Daniels, 
drives  a  1988  Jeep  Wagoneer  and  a 
1987  Mercedes,  has  a  second  home  in 
Naples,  Fla.  and  is  building  a  weekend 
home  in  the  mountains  east  of  Pitts- 
burgh. Last  book  read:  Tom  Clancy's 
Hunt  for  Red  October  Most  important 
book:  "Obviously,  I'd  say  the  Bible." 
Chairman  of  board  of  trustees  of  Uni- 
versity of  Pittsburgh;  chairman  of 
River  City  Brass  Band. 

Presidential  preference/prediction: 
George  Bush. 

Hamish  Maxwell 

Philip  Morris  Cos. 

$1,494,000 

Stock  price  change  162% 

Declined  to  be  interviewed.  The  son 
of  a  Liverpool  tobacco  dealer,  Max- 
well joined  Philip  Morris  as  a  sales- 


man in  1954,  was  named  chief  execu- 
tive in  1984  and  engineered  PM's 
$5.75  billion  purchase  of  General 
Foods  in  1985.  He  is  an  indefatigable 
promoter  of  PM's  products  and  is  said 
to  consume  Jell-O  Pudding  Pops,  Os- 
car Mayer  bologna  and  Miller  beer.  A 
heavy  and  unapologetic  smoker 
(Marlboro).  Contributes  Philip  Mor- 
ris' money  generously  to  the  arts — 
PM  supports  over  280  arts  organiza- 
tions, including  a  branch  of  the  Whit- 
ney Museum  of  American  Art  in  the 
company's  New  York  headquarters. 

David  Maxwell 

Federal  National 

Mortgage  Association 

$1,077,000 

Stock  price  change  48% 


the  Tylenol  disaster." 

Greatest  career  achievement:  d 
like  to  be  remembered  as  a  CEO  vo 
helped  make  a  great  company  en 
better." 

Biggest  career  mistake/less  i: 
"We've  had  to  cut  back  a  lot  in  d:i- 
cult  times.  It's  made  a  leaner,  me 
streamlined  company,  and  the  ti- 
dency  will  be  to  stay  that  way." 

Most  important  decision:  "Joirg 
Amoco  in  1948." 

Homes  in  Chicago  and  Glenvir, 
111.  Drives  a  1988  Lincoln  Contineid 
and  a  1986  Dodge  Daytona.  Likes  gf, 
fly-fishing,  skiing,  bird  shooting,  a 
good  chardonnay."  Board  membenf 
United  Way  of  America,  chairmafif 
the  Educational  Summit  for  pule 
school  reform  in  Chicago.  Books  m.t 
important  to  career:  Peter  Druck's 
Managing  for  Results  and  Managing 
Turbulent  Times  Last  book  read: 
Wolfe's  Bonfire  of  the  Vanities 

Presidential      prediction:      Ge 
Bush. 


:k  s 

1 
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Allen  Edward  Murray 

Mobil  Corp. 

$2,323,000 

Stock  price  change  53% 


' 


Biggest  career  mistake/lesson:  prac- 
ticing law  because  of  his  father's 
wishes.  "I  learned  to  seek  my  own 
destiny." 

Most  important  career  decision: 
leaving  law  practice  in  1966. 

Most  admired  business  leader:  Paul 
Hoffman,  once  head  of  Studebakcr  and 
director  of  Marshall  Plan.  "He  com- 
bined a  very  successful  business  career 
with  outstanding  public  service." 

Greatest  career  achievement:  "It's 
not  over  yet!  Up  to  now,  saving  Fan- 
nie Mae  is  the  thing  I'm  proudest  of." 

On  the  boards  of  Washington, 
D.C.'s  regional  theater  Arena  Stage, 
and  of  the  Urban  Institute.  Likes  red 
wines,  reading,  tennis.  Last  book  read: 
The  World  As  I  Found  It  by  Bruce  Duffy. 
Drives  a  1980  BMW  320i. 

Presidential  prediction:  "I  think  it's 
a  toss-up." 

Richard  M.  Morrow 

^°,c"    "^  Declined  to  be  interviewed.  Recerf 

„      .  '  „,„,  succeeded  in  extracting  Mobil  fr 

Stock  price  change  46%  ...       ,  ,,.         ,      ~,  c  ,.„. 

retailing  by  selling,  for  $1.5  billion 

Business  leader  most  admired:  James     cash,  Montgomery  Ward,  purcha: 

Burke  of  Johnson  &  Johnson.  "I  was     in  1974. 

impressed  with  the  way  he  handled         Born  in  New  York  City,  now  resi'S 
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Cellular,  Paging 
Markets  Move 
Into  Fast  Lane. 

Over  8  Million  Users 
Forecasted  by  1990. 


LOS  ANGLLES-By  the  end  of  1990  the 
number  of  people  using  cellular  telephones 
will  be  almost  double  what  it  is  today.  Accord- 
ing to  forecasts  by  he  rschel  Schosteck  Asso- 
ciates, the  subscrfter  base  will  increase  from 
650,000  users  in  l&6to  1.45  million  bv  1990. 


•      ther 


Cellular  &  Paging  Sabscriber  Growth 

(millions) 


Paging 


CD   Cellular 


1986 


1988* 


1990* 


Source:  Frost  &  Sullivan.  CTIA.  Hmchel Schosteck  Assoc. 
'Pro/ected 


The  trend  toward  greater  mobile  commu- 
nications is  also  evident  in  the  expected  rise 
of  electronic  pagers  in  use,  from  approxi- 
mately six  million  now  to  rieajjjjdPJUHyllion 
by  the  end  of  the  decad, 
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At  Pacific  Telesis,  we  recognized  the  growth  potential  for  cellular  and  paging  years  ago. 
day,  we  operate  in  five  of  the  top  twenty  cellular  markets  including  the  largest  and  most 
:ractive— Los  Angeles.  We're  also  the  nation's  third  largest  provider  of  paging  services.  And  in 
st  three  years,  our  paging  and  cellular  businesses  have  grown  to  an  estimated  market  value 
over  $2.5  billion.  You  get  what  we're  driving  at. 

For  more  information  write  to  John  M.  Demgen,  Executive  Director  of  Investor  Relations, 
0  Kearny  Street,  Suite  2907  San  Francisco,  California  94108.    Telesis:8  Progress,  intelligently  Planned" 

//ffM^MBBMH^^^HH    PACIFICQ  TELESIS 

:  Bell    Pacific  Bell  Birectory    Nevada  Bell    Pacific  Telesis  International    PacTel  Cellular    PacTel  Paging        GtOUO 

PacTel  InfoSystems    PacTel  Spectrum  Services    PacTel  Properties 
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principally  in  a  large,  ranch-style 
house  in  Oyster  Bay  on  New  York's 
Long  Island.  Avid  golfer;  enjoys  sub- 
urban barbecues.  Heavy  reader  of 
newspapers  and  Mobil  reports.  Mem- 
ber of  advisory  council  Columbia 
University  Graduate  School  of  Busi- 
ness; trustee,  Presbyterian  Hospital  in 
New  York  City;  member  of  the  Na- 
tional Foreign  Trade  Council,  the 
American  Petroleum  Institute,  Coun- 
cil on  Foreign  Relations. 

James  J.  O'Connor 

Commonwealth  Edison  Co. 

$442,000 

Stock  price  change  24% 


1 


Most  admired  business  leader:  "My 
mentor,  (former  Comm  Ed  chairman] 
Tom  Ayers.  He  had  an  extraordinary 
feel  for  people  and  a  special  social 
conscience." 

Greatest  career  achievement: 
Comm  Ed's  nearly  completed,  six- 
plant  nuclear  construction  program. 
"The  largest,  most  modern  and  most 
efficient  electric  plant  in  the  country 
today." 

Biggest  career  mistake/drawback: 
"A  tendency  I  have  to  address  things 
I  most  enjoy,  like  dealing  with  the 
public  and  our  people,  while  paper- 
work is  put  to  the  side  of  the  desk 
for  a  while." 

Biggest  career  decision:  spending 
his  first  year  at  Comm  Ed  in  the  field. 
"It  was  an  opportunity  to  understand 
the  people  who  do  most  of  the  work." 

Drives  a  1988  Chevrolet  Caprice 
and  a  1986  Toyota  Camry;  summer 
home  on  Lake  Geneva,  Wis.  Likes  red 
wines.  Last  book  read  The  Bonfire  qj 
the  Vanities  by  Tom  Wolfe.  Most  im- 
portant book  read:  essays  by  Ralph 
Waldo  Emerson.  Head  of  United 
0  million  drive  in  Chicago; 
>10  million  campaign  to 
igi  s  inner-city  schools. 
itial  choice  prediction: 

king  sides  yet 


Kenneth  H.  Olsen 

Digital  Equipment  Corp. 

$906,000 
Stock  price  change  107% 
Most  admired  business  leader:  "There 
is  something  to  learn  from  every  busi- 
ness leader,  sometimes  for  good  and 
sometimes  for  bad,  but  I  couldn't  pick 
out  one  that  I  admire  most." 

Greatest  career  achievement:  "I'd 
like  to  think  that  my  greatest  achieve- 
ment has  been  to  give  people  the  op- 
portunity to  take  responsibility,  to 
work  hard,  to  experience  success  and 
failure — and  to  be  patient  with  them 
when  they  fail  and  appreciative  when 
they  succeed.  I'm  proud  of  the  great 
technology  to  which  my  only  contri- 
bution was  to  allow  it  to  happen." 

Biggest  career  mistake:  "Probably 
most  of  the  significant  ones  involved 
people  who  were  not  given  the  proper 
goals  and  the  guidance." 

Important  career  decision:  "At  any 
one  point  in  my  life  it  always  seemed 
clear  what  to  do,  and  there  was  no 
great  decision  to  be  made." 

Drives  "almost  every  kind  of  Ford 
car,  including  a  van  and  small 
trucks."  Now  reading  Paul  Kennedy's 
Rise  and  Fall  of  the  Great  Powers.  Favor- 
ite drink:  coffee.  Small-plane  pilot, 
"enthusiastic"  gardener,  likes 
"tramping  through  the  woods  and  ca- 
noeing in  the  wilderness." 

Presidential  choice/prediction:   no 


comment. 


Irrd  tjnlor  Om\ 


Donald  E.  Petersen 

Ford  Motor  Co. 

$3,779,000 

Stock  price  change  274% 

Most  admired  business  leaders:  "Hen- 
ry Ford  II,  a  great  force  in  business  as 
well  as  a  pioneer  in  social  and  moral 
responsibility,  and  David  Packard,  for 
creating  a  truly  outstanding  company 
and  for  his  very  strong  sense  of  public 
responsibility." 

Greatest  career  achievement:  "The 
development  of  the  concept  of  team- 


work at  Ford,  of  working  together 
an  atmosphere  of  trust  and  coopei 
tion  toward  common  goals." 

Biggest  career  mistake/lesson:  "N 
focusing  on  teamwork  early  enoug 
And  what  I  learned  was  that  wej 
better  damn  well  get  on  with  it." 

Most  important  career  decisro 
"That  break  from  function  orientf 
tion  to  broad  business  orientation' 
went  from  developing  new  producl 
to  jobs  where  I  undertook  to  be  til 
person  who  developed  broader  strat 
gies  and  plans  and  then  had  to  s 
them  implemented." 

Drives,  among  others,  Linco 
Mark  VII  Luxury  Sports  Coupe,  a  Taf 
rus,  a  Sierra  Cosworth  and  "when  I' 
in  England  and  can  get  one,  an  Ast* 
Martin,  and  that's  not  too  shabby 
Homes  in  Bloomfield  Hills,  Mich,  ai 
Rancho  Mirage,  Calif.  Plays  tenn^ 
skis,  drives,  reads.  Recent  books:  7 
Closing  of  the  American  Mind  by  All; 
Bloom;  The  Rise  and  Fall  of  the  Gn 
Powers  by  Paul  Kennedy;  T/x  Bonfire 
the  Vanities  by  Tom  Wolfe.  Enjoys  Q 
ifornia  chardonnays.  Volunteer  wo: 
for  University  of  Washington,  Micr 
gan  Cancer  Foundation,  Target. 

Presidential      prediction:      Geor 
Bush.      

Frank  P.  Popoff 

Dow  Chemical  Co. 

$1,176,000 

Stock  price  change  144% 

Most  admired  business  leader:  Dow 
CEO  from  1971  to  1976,  Ben  Branc 
"Ben  made  us  the  most  global  of  tl 
U.S.  chemical  companies." 

Greatest  career  achievement 
vesting  heavily  in  Dow's  basic  cherr 
cals  business  in  the  early  198C 
"when  no  one  could  say  anythii 
good  about  basic  chemicals,  and  a  1 
of  people  divested." 

Biggest  career  mistake:  listening 
conventional  wisdom.  "Conventio: 
wisdom    is,    almost    by    definitio 
wrong  in  this  business." 
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This  shouldn't  be  the  my 
you  turn  on  your  copier. 


j?^ 


And  you  shouldn't  need  a  Masters  of 
Engineering  to  keep  it  in  proper  running 
irder.  htoto* 

But  these  days,  if 
ou  don't  know  how  to  re- 
,/ire  your  Coronas  or  re- 
place your  exposure  lamp, 
hances  are  your  copier's  down  agar 
low  rather  than  accept  copier  breakdowns 
■■■■[■■b  as  inevitable,  you 
■■•OHKHLiJUByPI  have  a  choice.  You 
an  pick  up  the  phone  and  call  your  service 
•^clinician  for  the  umpteenth  time. 

Or  call  your  local  Ricoh  representative 
)r  the  very  first  time. 

Before  he'll  show  you  the  tech 
ology  behind  our  latest  copiers,  he'll  inform 
3u  of  the  facts  that  stand  in  front  of  them 

Like  the  fact  that  we're  one  of  the  lar 
est  manufacturers  of  copiers  in  the  worlds 
nd  the  fact  that  our  engineers  work  to 
lake  certain  that  when  you're  on  dead?, 
ne,  your  copier's  not  on 
owntime.     . 

Then  he'll  be  glad 
)  show  you  the  specif- 
s.  Like  our  FT7060.  A 
machine  so  sophistica- 
;;d,  it  can  turn  itself  on,  edit  your? 
ltomaticalry  change  print  tone/ 


self  off.  Which  doesn't  meany 


fto  memorize  hundreds 
of  technical  commands 
to  program  it.  All  you 
have  to  do  is  consult  the 
animated  Guidance  Display 
System.  And  let  your  index 
finger  do  the  rest. 

Finally,  he'll  discuss  a 
little  something  called  a  com- 
mitment from  a  company  that 
flatly  refuses  to  accept  copier 
breakdowns  as  inevitable.  A  com- 
pany with  one  of  the  most  exten- 
ive  service  networks  we  hope  you 
never  use.  And  no. 

He  won't  tell  you  that  every  Ricoh 

copier  will  never  stop  working  perfectly. 

But  he  will  tell  you 

that  we  promise  never  to  stop  * 

working  to  make  every  Ricoh  j 

copier  perfect. 

So  if  you're  having  trou- 1 


ble  keeping  your  spirits  up  every  time  your  cop- 
ier's down,  you  can  call  1-800-63-RICOH  and 
ask  for  more  information. 

Or  call  M.l.T.  and  ask  for  a  student  loan. 


originals, 
'and  turn 
you  need 


KDGQDI3 

Copiers  built  to  work. 


Like  conventional  long-ranee 

business  jets,  the  Falcon  50  can  fly 

^u  from  New  York  to  Paris  for  ' 

e>  with  range  to  spare.  Bui 

«onaliets,VSes^th 

iency  on  both  short 
d  long. 

81j!  le^con  50  boasts  an 

810  passenger  cabin  environment 


ihausb1M.sp;la()Lls.lndhrimm. 
with xreature  comforts.  But  absent  is 
Je  sheer  volume  for  volume's  sake 
^only  a  handful  of  companies  in 
«*  world  require.  Like  a  highly 
^ctioml  executive  office  suite,  me 

^n  5^  «gc™mically  advanced 
^nis  designed  to  enhance  your 
comfort  and  your  productivity 


One  Fortune  500  chairman 
centlv  called  the  Falcon  5()  "tl 
crown  jewel  of  our  corporate 

Small  wonder.  This  remark t 
tnjet  is  the  finest  all-around  b  I 
ness  jet  ever  to  fly 

It  is  fast  in  cruise  but  slow! 
takeoff  and  landing.  Maintcna 
is  worry-free,  reliability  unriv: 


usiness  je 
at  hate  waste- 


^H 


X    X 


flcon  50  has  commanded 
e-ivc  prices  on  the  resale 
'A  Perhaps  because  it's  rarely 
(\  the  resale  market. 
I  -alcon  50;  cherished  by  com- 
d  hat  not  only  hate  waste,  but 
:  vning  the  best.  For  more  in- 
fe  3n,  call  Roger  .Hazelton  at  (201) 
B  56,  or  send  us  this  coupon. 


r^ 


FalconJet 

Teterboro.  New  Jersey  07608 


□  Please  send  more  information  about  the  Falcon  50. 

□  I'd  like  to  arrange  a  sales  presentation. 


~l 


Name/Title . 
Company  _ 

Address 

City 


.  State/Zip . 


Phone . 


.  Now  flying  a  . 


F530R8 


The  Top  50 


Most  important  career  decision:  go- 
ing abroad  (Europe)  as  marketing 
manager  in  1967  and  back  again  as 
commercial  director  in  1976.  "It  gave 
me  an  appreciation  for  how  the  world 
was  coming  together  into  a  one-world 
industry  in  chemistry." 

Avid  skier,  sailor.  Ski  house  in 
Snowmass,  Colo.  Dean's  Advisory 
Council,  Indiana  University  School  of 
Business.  Drives  a  Mercedes  500.  Last 
book  read:  The  Closing  of  the  American 
Mind  by  Allan  Bloom.  Most  important 
book;  Walter  f.  Moore's  Physical  Chem- 
istry. "It  made  me  decide  to  get  an 
M.B.A.,  and  not  be  a  bench  chemist." 
Favorite  drink:  "That  first  cup  of  cof- 
fee in  the  morning." 

Presidential  prediction/preference: 
George  Bush.  "I  wish  I  were  more 
enthusiastic." 

Lawrence  G.  Rawl 

Exxon  Corp 

$5,523,000 

Stock  price  change  100% 

Declined  to  be  interviewed.  Joined 
tiny  Humble  Oil  in  1952,  not  realiz- 
ing that  it  was  a  subsidiary  of  Stan- 
dard Oil  of  New  Jersey  (now  Exxon), 
and  has  been  with  the  company  ever 
since.  Highly  regarded  for  putting  in 
motion  Exxon's  rebound  in  oi!  pro- 
duction— and  profits — in  the  early 
1980s.  Has  been  called  Exxon's  ax- 
man.  Complains  that  managers  tend 
to  invest  and  expand  excessively  on 
up  cycles  and  are  forced  to  pay  for 
their  excesses  when  the  cycle  turns 


down.  Reportedly  once  said  of  top 
management  that  at  the  top  "the  ar- 
guments don't  last  as  long." 

Reads  paperback  mysteries  and  spy 
stories,  drinks  scotch,  enjoys  hunting 
and  fishing,  particularly  in  Canada, 
Alaska  and  Norway.  Biggest  trophy:  a 
9-foot,  200-pound  sailfish  caught  off 
Acapulco.  Trustee  of  the  American 
Museum  of  Natural  History;  governor 
of  the  United  Way  of  America,-  on  the 
Board  of  Visitors  of  the  College  of 
Engineering  at  the  University  of 
Oklahoma. 

John  S.  Reed 

Citicorp 

$972,000 

Stock  price  change  15% 


Especially  admired  business  leader: 
"Joe  Cullman  of  Philip  Morris  (chief 
executive,  1957-78],  one  of  the  great 
humanists.  The  thing  that  I  learned 
from  Joe  as  a  businessman  was  how 
he  built  human  values  into  the  work- 
ings of  what  is  a  very  effective  and 
efficient  company." 

Greatest  career  achievement:  "I 
probably  feel  best  about  building  the 
consumer  business  here.  It  was  taking 
a  notion  of  a  business  that  didn't  exist 
and  causing  it  to  become  accepted  in 
and  embedded  within  a  larger  organi- 
zation that,  like  all  large  organiza- 
tions, could  easily  have  rejected  it." 

Biggest  career  mistake:  "Let's  stop 
using  words  like  'most'  and  'biggest.' 
An  important  mistake  I  made  in- 
volved a  big  computer  system  project 
on  which  we  spent  nearly  two  years 
and  maybe  $80  million.  We  tried  to  do 
too  much  at  once,  and  it  was  a  tre- 
mendous mistake  from  which  I 
learned  a  hell  of  a  lot.  I'm  not  sure 
that  I've  learned  patience  yet,  but  I've 
since  become  a  fan  of  getting  away 
from  episodic  management — big  proj- 
ects—and  toward   looking  for   solu- 


tions in  decent  bite  sizes." 

Houses  in  Greenwich,  Conn.  .  d 
island  of  Jamaica.  Drives  a  yell* 
1970  Volkswagen  Bug,  about  to  ill 
Plays  golf,  reads  heavily.  Last  bojt 
History  of  the  Jews  by  Paul  Johnson.  A 
fascinating  book."  Likes  John  e 
Walker  Black  Label.  Works  with  r\i 
York's  Blood  Center  and  Memod 
Sloan-Kettering  Cancer  Center. 

Preference  and  prediction  for  Pru- 
dent: George  Bush. 

James  D.  Robinson  III 

American  Express  Co. 

$3,033,000 
Stock  price  change  18% 

Most  admired  business  leaders: 
Burke  of  Johnson  &.  Johnson,  Ed  Pi| 
at  Pfizer,  and  Dick  Shinn,  who  hea< 
the  Met — they're  broad-gauged  peel 
who  are  straightforward,  credil 
committed  and  real  leaders." 

Greatest    career    achievement 
want  'quality'  written  on  my  torjj 
stone.  And  I  think  that  at  Ameri 
Express,  the  depth  and  breadth  of 
quality  mentality  is  what  stands  oi 

Biggest  career  mistake/lesson: 
think  the  mistakes  I've  made  relat 
some  of  the  people  judgments  I  ma 
What  you'd  better  learn  is  not  to  h 
too  many  repeat  mistakes." 

Most  important  career  decisi 
"Coming  to  American  Express 
1970  wasn't  bad." 

Drives  a  new  Pontiac  SSE  ("I  ar 
GM  director").  Homes  in  Manhat 
and  northwest  Connecticut.  L 
books  read:  The  Rise  and  Fall  of 
Great  Powers  by  Paul  Kennedy;  T 
Peters'  Thriving  on  Clxios  Most  ini 
ential  career  books:  "Dale  Carneg 
I  Ion  to  Win  Friends  and  Influence  I 
pie  years  and  years  ago;  some  of  P< 
Drucker's  stuff;  /;/  search  of  lixcelle 
(by  Peters  and  Waterman)."  Ch. 
man,  United  Way  of  America; 
chairman,  Memorial  Sloan-Ketter 
Cancer  Center.   Drinks  Diet   Co 
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Invest  in  France 

Pfizer  believes  in  it 


'Pfizer's  French  operations 
were  launched  in  the  early 
1950s  and  have  grown  steadily: 
France  now  represents  the 
Company's  fourth  largest 
market  outside  the  U.S.,  with 
annual  sales  of  about 
$150  million  in  1986,  up  29% 
from  the  1985  results. 

.  'We  have  several  businesses  in 
France.  In  order  of  importance 
they  are  Pharmaceutical  (pre- 
scription drugs);  Hospital 
Products  (an  array  of  medical 

;  devices);  Specialty  Chemicals 
(citric  acid,  essential  oil  extracts 

i  from  flowers);  Agricultural 
(animal  health  and  medicinal 

,  feed  supplements);  and 

i  Material  Sciences  (refractory 
products  and  services  for  the 
steel  industry). 


Edmund  T.  Pratt,  Jr.,  Chairman  of  the  Board 
and  Chief  Executive  Officer,  PFIZER,  INC. 


'We  also  have  a  major  R&D  Center  at  Amboise  which  recently  doubled  in  size.  Export 
activities  to  French-speaking  countries  are  also  monitored  from  France. 

'France  has  been  good  to  us  over  the  years.  We  have  prospered  there,  thanks  to  the 
efforts  of  our  more  than  1,600  French  employees.  We  certainly  hope  that  through  our 
products,  services,  employment  and  investment  we  have  also  been  good  to  France." 


When  Planning  Your  Next  European  Venture,  Consider  France. 


For  information  and  assistance,  contact: 


THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENCY 


New  York 

610  Fifth  Avenue 

^ew  York,  New  Yo/k  10020 

(212)  757-9340 


Chicago 

401  North  Michigan  Ave. 

Chicago,  Illinois  60611 

(312)  661-1640 


Los  Angeles 

1801  Avenue  of  the  Stars 

Los  Angeles,  Calif.  90067 

(213)  879-0352 


Houston 

2727  Allen  Parkway 

Houston,  Texas  77019 

(713)  526-1565 


WM. 


I 


insurance  company  w 
some  free  protection  against  busii 


.^*." 


W3*M 


Open  drapes  and  shades 
after  business  hours  and  leave 
some  lights  on. 


Lock  typewriters  and 
computers  to  desks  with 
security  devices. 


on  t  keep  petty  cash 
a  desk  drawer. 


A 


|e  to  offer 

ses. 


Keep  track  of  office  keys. 
And  change  locks  periodically. 


&KM| 


Think  like  a  thief.  Look  for 
entry  points  to  make  sure 
windows,  backdoors  and  sky 
lights  are  securely  locked. 


You  get  into  work  one  morning 
to  find  the  typewriters,  computers, 
even  the  copier  has  been  ripped  off. 

Not  only  have  you  lost  valuable 
office  equipment,  but  without  it  you 
could  lose  business  as  well. 

Of  course,  protecting  busi- 
nesses from  losses  saves  you  and 
your  insurance  company  money. 
Fewer  claims  can  help  keep  costs 
down  for  everyone. 

But  if  you  follow  some  of  these 
simple  ideas,  you  could  help  make 
sure  a  thief  never  puts  your  business 
out  of  business. 

Your  insurance  company  does 
a  lot  more  than  just  sell  you  a  policy. 

For  more  information  about 
how  to  protect  your  business  from 
losses,  write  for  our  free  booklet 
or  call  1-800-222-1144  and  ask  for 
extension  F-3. 


Record  the  serial  numbers 
of  your  office  equipment  and 
keep  an  inventory.    \g£* 


For  a  copy  of  our  free  booklet,  send  to: 
Insurance  Information  Institute,  Dept.  RR, 
110  William  Street,  NY,  NY  10038. 

Name 
Address 


City 


State 


Zip 


No  salesperson  will  call. 


F-3 


Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 


The  Top  50 


Piays  golf,  skis,  does  weight  lifting/ 
aerobic  exercise. 

Presidential  preference  and  predic- 
tion: George  Bush. 

John  G.  Smale 

Procter  &  Gamble  Co. 

$1,599,000 
Stock  price  change  32% 

Greatest  career  achievement:  "Mov- 
ing into  more  product  categories, 
which  has  opened  some  very  large, 
important  consumer  markets." 

Biggest  career  mistake:  "There's  no 
shortage  of  mistakes,  but  it's  hard  for 
me  to  pick  out  a  specific  incident. 
You  can  think  of  a  Rely  [a  tampon 
that  in  some  women  caused  toxic 
shock  syndrome],  but  that  was  not  a 
mistake  on  the  part  of  P&G.  We  got 
blindsided  by  a  new  disease." 

Most  important  career  decision: 
"Applying  to  P&G  for  a  job  when  I 
was  25  years  old." 


[)  (.un>  : 


A  GM  director,  drives  a  1986  Chev- 
rolet Blazer  and  a  1988  Cadillac.  Likes 
iced  tea,  Orange  Crush.  Last  book 
read:  Dick  Francis'  Hot  Money  Avid 
fly-fisherman.  On  the  boards  of  Ken- 
yon  College,  United  Negro  College 
Fund  and  the  Nature  Conservancy. 

Presidential  preference:  "As  an 
individual,  I  certainly  have  points 
of  view.  But  as  a  company,  we're 
apolitical." 

Roger  Smith 

General  Motors  Corp. 

$1,436,000 
Stock  price  change  1 1% 

Most  admired  business  leader:  former 
ral   Motors   Chairman  Thomas 
A.       Murphy      "because      of      his 
inn 

reel  achievement:  "Re- 

i  of  GM  [in  January  1984] 

century    corporation." 

No  remembered  for  "direct- 

the  21st  century." 


Timoiln  While  Onyx 

Biggest  career  mistake/lesson: 
"Underestimating  the  value  of  com- 
munications and  assuming  that  the 
entire  organization  was  ready  for 
change.  I  learned  to  place  an  even 
greater  emphasis  on  management 
communications." 

Most  important  career  decision: 
"joining  GM." 

Cars:  "I  like  all  kinds  of  cars."  Has 
home  in  Bloomfield  Hills,  Mich., 
summer  home  in  northern  Michigan. 
Last  book  read:  For  Li4st  of  Knowing. 
The  Memoirs  of  an  Intelligence  Officer 
in  the  Middle  East  by  Archibald  Roose- 
velt )r.  Most  important  book  read: 
Alfred  P.  Sloan  Jr.'s  My  Years  With 
General  Motors  Favorite  drink:  light 
scotch  and  soda.  Enjoys  hunting, 
fishing.  Works  with  the  GM  Cancer 
Research  Fund. 

Presidential  prediction:  George 
Bush. 


Delbert  Staley 

Nynex 

$1,243,000 

Stock  price  change  120%* 

Greatest  career  achievement:  "Be- 
coming the  first  chairman  and  CEO  of 
a  new  corporation." 

Most  admired  business  leader:  GE's 
Jack  Welch.  "1  like  his  style,  what  he's 
doing  with  respect  to  mergers  and  ac- 
quisitions, and  what  I  see  as  his  stra- 
tegic planning  to  move  the  company 
in  the  right  direction." 

Greatest    career    mistake:    "1    as- 


sumed a  lot  of  things  with  the  ba 
up  of  the  [Bell]  system  that  diet 
occur,  and  I  suppose  that  if  I  vu 
have  been  a  little   smarter  thl 
would   have    made   a   few    diff< 
moves." 

Most    important    career    deci 
"My  move  up  into  a  district 
assignment." 

Works  with  Red  Cross  (chairm 
the  executive  board  for  Greater 
York,  and  on  the  National  Boai 
Governors).  Drives  a  Mercedes 
golfer  and  a  "rabid  Indiana  baske 
fan."  Lives  in  Rye,  N.Y.;  s&  it 
homes  in  Naples,  Fla.  and  Man 
neck,  N.Y.  Likes  Jack  Daniels 
club  soda.  Last  book:  Tom  Wolfe' U 
Bonfire  of  the  Vanities.  Presidential^ 
diction  and  preference:  George  Biji 

Laurence  A.  Tisch 

Loews  Corp. /CBS  Inc. 

$1,491,000 

Stock  price  change  180%  (Loewsil 


Declined  to  be  interviewed.  Once  t  d 
trade    magazine    Corporate    I'ina.e. 
"The  most  important  thing  is  to  1 
derstand  the  company  you're  gel 
into,  what  kind  of  business  it  dl 
well,  what  kind  of  business  it  shoi 
not  be  trying  to  do.  We  aren't  nec;- 
sarily  great  managers.  We  try  to  cre# 
the  right  circumstances  to  give  m- 
agers    a    proprietary    interest    wht 
they  don't  have  to  run  scared.  M^ 
often  they  rise  to  the  occasion."  1 
come  under  pressure  at  CBS,  wh 
Tisch  has  been  chairman  since  19 
CBS  has  dropped  to  last  place  in  n 
work  ratings. 

Trustee  of  the  Federation  of  few: 
Philanthropies;  trustee  of  the  Met 
politan  Museum  of  Art,  the  New  Yc 
Public  Library,  director  of  the  Le; 
Aid  Society  and  chairman  of  the  Bo; 
of  Trustees  of  New  York  Universi 
Avid  bridge,  tennis  player.  Homes 
Manhattan  (Fifth  Avenue)  and  R? 
N.Y.  Drinks  ginger  ale. 
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World  Class 


1C1  manufactures  in  40  countries  andselb  to  over  150. 


The  Top  50 


P.  Roy  Vagelos 

Merck  &  Co. 

$1,372,000 

Stock  price  change  198% 


Han*  Nek'manUlievkr  Picture* 


Declined  to  be  interviewed.  Told 
shareholders  at  Merck's  April  1988 
annual  meeting:  "Why  does  Merck 
succeed  in  research?  People,  programs 
and  funding  are  obviously  important 
elements.  The  irreplaceable,  all-im- 
portant elements  are  the  people,  and 
the  programs  they  conceive  and  con- 
duct. .  .  .  Our  primary  answer  to  com- 
petition is  more  and  better  research, 
leading  to  more  and  better  Merck 
products." 

Primary  residence  in  Watchung, 
N.J.  A  doctor  of  medicine,  he  has 
authored  over  100  scientific  papers, 
and  is  a  member  of  the  American 
Academy  of  Arts  &  Sciences  and  the 
National  Academy  of  Science.  Trust- 
ee of  Rockefeller  University  and  the 
Danforth  Foundation. 


William  L.  Weiss 

Amentech 

$1,589,000 

Stock  price  change  94%* 


Most  admired  business  leaders:  "Don 
Petersen  of  Ford  Motor,  because  in  his 
own  quiet  way  he  has  made  a  signm- 
cant  transformation  during  a  very  dif- 
ficult time  in  that  industry.  Bob  Cran- 
dall,  for  the  way  he's  led  American 
Airlines   through   deregulation.    Wes 
topherson    of    Northern    Trust 
ry  action  and  every 
ised  on  his  own  strong 
■  ystem." 


Greatest  career  achievement: 
"Working  with  the  senior  executives 
and  employees  of  Ameritech  to  build 
it  from  its  beginning  at  the  time  of 
divestiture." 

Biggest  career  mistake/lesson:  "If 
you're  able  to  identify  and  admit  mis- 
takes and  then  correct  them,  then  you 
don't  need  to  dwell  on  them." 

Most  important  career  decision: 
"Staying  with  the  telephone  operat- 
ing side  of  the  business  at  the  time  the 
Bell  System  was  broken  up." 

Has  homes  in  downtown  Chicago 
and  in  Pinehurst,  N.C.  Drives  Cadil- 
lac Sevilles  (1980  and  1985),  drinks 
Glenlivet.  Enjoys  golf,  international 
travel,  his  three  children  and  his  two 
grandchildren.  Is  a  member  of  the 
policy  committee  of  the  Business 
Roundtable,  board  member  of  the 
United  Way  of  America,  trustee  of 
the  Chicago  Symphony  Orchestra, 
the  Chicago  Lyric  Opera  and  Chica- 
go's Museum  of  Science  &  Industry. 
Last  book  read:  In  the  Same  of  the 
Falter,  by  A.J.  Quinnell.  Book  most 
important  for  his  career:  Man's  Search 
fur  Himself,  by  Rollo  May. 

Presidential  preference:  George 
Bush. 


John  F.  Welch  Jr. 

General  Electric  Co. 

$12,631,000 

Stock  price  change  45% 


Declined  to  be  interviewed.  Strongly 
believes  that  "the  managements  and 
companies  in  the  1980s  that  hang  on 
to  losers  for  whatever  reason  won't  be 
around  in  1990." 

Starting  1981,  Welch  began  a  mas- 
sive restructuring  of  GE  that  elimi- 
nated 132,000  jobs,  more  than  a  quar- 
ter of  GE's  work  force.  Surviving  man- 
agers were  put  on  notice  that  they 
taeed  sale  or  shutdown  if  they  failed 
to  become  the  first  or  second  outfits 
in  their  fields. 

Has  a  primary  residence  21  miles 
trom     General     Electnc's     Fairfield, 


Conn,  headquarters.  Enjoys  joggin  / 
voracious  reader  of  books  on  busii* 
and  economics  but  has  read  no  ficdt 
in  years.  Director  of  the  Federal  ft 
serve  Bank  of  New  York;  memb(W 
the  Business  Council,  the  Busiilj 
Roundtable  and  the  National  Ac|e 
my  of  Engineering. 


John  A.  Young 

Hewlett-Packard  Co. 

$2,076,000 

Stock  price  change  68% 


LI 


Doug  Menuez/Picturd 

Most  admired  business  leader:  Fc| 
Don  Petersen.  "Redoing  the  cultu 
a  company  on  that  scale  and  un 
lot  of  pressure,  and  producing  th 
suits  they've  had — it's  been  a  re: 
able  accomplishment." 

Greatest  career  achievement: 
coming  the  first  nonfounder  to 
Hewlett-Packard. 

Biggest  career  mistake:  not  mo'l 
the  company  faster  and  more  force] 
ly  from  an  "independent  instrum 
oriented  organization  into  a  highl 
terdependent  systems  organizat 
Managing  change  is  such  a  com 
theme  these  days,  and  boy!  Then 
lot  to  learn  about  how  to  do  that 

Most  important  career  decision: 
leaving     H-P.      "The     headh 
around    Silicon    Valley    are    on 
phone  almost  daily." 

Drives  a  1 986  Olds,  a  1 987  Chevr 
and  a  1982  Ford  pickup  truck.  Sec 
home  near  Jackson  Hole,  Wyo.  Dri 
Diet  Coke.  Last  book  read:  Dym 
Manufacturing  (proofs),  by  Ste 
Wheelwright,  Kim  Clark  and  Ro 
Hayes.  Most  important  book:  SM 
newal  The  Individual  6  tl.v  Innorc 
Society  by  [ohn  Gardner.  "It's  at 
repotting  yourself.  Instead  of  chanj 
my  job,  I've  changed  my  external  c 
text. "  Loves  fly-fishing.  Stanford  tr 
ee;  chairman  of  the  President's  Cc 
cil  on  Competitiveness. 

Presidential  prediction/ch 

George  Bush. 
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Any  insurance 

:ompanycanpay 

:laims. 

It's  putting  people 
)acktowork 

hat 
eparates 

ioerty  Mutual 

romtne  others. 


,  Liberty  Mutual's  Workers  Compensation  philosophy  is  simple: 

I  We  believe  that  working  together  with  our  policyholders,  we  can  manage  disability  costs  better 
f  lut  people  back  to  work  faster— resulting  in  a  lower  final  insurance  cost  to  you. 
1  To  that  end,  we  believe  we've  developed  Disability  Management  programs  that  are  without 
*  in  the  industry 

j  We  have  our  own  rehabilitation  nurses  all  across  America.  We're  the  only  insurance  company 
I  its  own  rehabilitation  center.  We  provide  pre-accident  planning  and  realistic  work  return  programs 
I  our  programs  are  designed  with  one  thing  in  mind— providing  quality  care  and  returning  your 
I  er  to  employment  as  fast  as  possible. 
We  have  a  philosophy  that  works  for  today  and  tomorrow.  One  that  over  100,000  American 

^  rRIPA  RFT  IF\/F<s  IN        businesses  believe  in.  A  philosophy  that  has  made  us         tdedtv 
y  J\1LA  dLLILVLo  UN  tne  iargest  insurer  of  America's  working  men    LIBERTY 

pTY  MUTUAL  INSURANCE,    and  women  for  the  past  51  years.  MUTUAL 


Liberty  Mutual  Insurance  Group/Boston 


AtToshiba,we 
believe  operating ;; 

copier  should  be 
as  easy  as  pushing 

this  button. 
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77^  BD-9110's  message  display.  Clear.  Accurate.  Easy-to-read.  Just  like  our  copies. 


No  matter  how  advanced  our  copiers 
>ecome,  there's  one  thing  about  them  we 
nsist  on  keeping  simple. 
Their  operation 

Take  our  BD-9110  model.  It  offers  all 
he  features  youd  expect  from  a  55  copy- 
>er-minute  console  copier. 

Like  a  recirculating  document  feeder, 
/hich  automat- 
2ally  aligns  and 
seds  up  to  50 
f  your  originals 
nd  returns 
hem  all  in  the 
xact  order  you 
iut  them  in.  Regardless  of  their  size. 

Like  automatic  two-sided  copying 
oom  reduction  and  enlargement.  Image 
jditing.  Margin  shift.  Edge  erase.  Auto- 
matic controlled  exposure.  Plus  a  2500- 
heet,  large  capacity  feeder. 

Admittedly,  they're  pretty  sophisti- 
cated features. 
But  none  which 
require  sophisti- 
cated training. 
Thafs  be- 
cause the  BD-9110's 
comprehensive 
control  panel  gives 
you  a  straight- 
forward graphic 
presentation  of 
which  functions 
'e  being  used  If  11  even  display  instructions 
>r  features  you  may  not  be  familiar  with. 
.  nd  that  makes  it  very  easy  to  take  ad- 
antage  of  the  BD-9110's  many  capabilities. 
Of  course,  the  BD-9110  isn't  the  only 
'  oshiba  designed  for  simplicity  We  have  a 


.    Toshiba  service  and  support. 
Just  one  more  user- friendly  feature. 


full  line  of  reliable  copiers.  All  easy  to  run 
So  whether  your  copying  needs  are 
big  or  small,  our  copiers  will  do  the  job. 

And  so  will  the  people  who  support 
and  supply  your  needs.  Because  we  put 
them  through  one  of  the  most  rigorous 
factory-training  programs  in  the  industry 
For  a  copier  demonstration,  or  for 

more  information, 
pick  up  the 
phone  and  press 
the  buttons 
that  are  marked 
1-800-443-4668. 
And  you 

will  have  just  demonstrated  your  ability 
to  operate  a  Toshiba  copier. 


For  more  information  on  the  full  line  of 
Toshiba  copiers,  mail  this  coupon  to: 
Toshiba  America,  Inc.,  Copier  Products 
Group,  9740  Irvine  Boulevard,  Irvine,  CA 
92718  or  call  1-800-443-4668 


Name. 


Company. 


Address. 


City. 


.State. 


.Zip. 


Phone. 


In  Touch  with  Tomorrow 

TOSHIBA 


Corporate  America's  Most  Powerful  People 


The  800  executives  listed  below  run  the  companies 
covered  in  the  1988  edition  of  the  Forbes  500s  (Apr.  25). 
The  tables  list  the  essentials  of  the  careers  and  compensa- 
tion of  chief  executives  who  are  currently  in  office.  In 
some  cases  figures  were  not  available  for  recently  appoint- 
ed chief  executives. 

A  few  methodological  notes:  Salary  +  bonus  includes  all 
cash  and  deferred  salary  and  bonus  payments  in  1987,  as 
well  as  directors'  fees  and  commissions.  Other  includes 
payments  made  under  long-term  compensation  plans,  re- 
stricted stock  awards  vested  or  released  from  restrictions 


in  1987,  thrift  plan  contributions  and  other  benefits.  Rank 
among  800  executives  is  based  on  total  compensation. 

Stock  owned  and  Market  value  of  executives'  stock  is 
based  on  most  recent  proxy  statements,  and  includes  all 
classes  of  common  stock.  Holdings  were  priced  as  of  Apr. 
27,  1988.  We  include  shares  of  beneficial  interest  and  stock 
held  by  an  executive's  wife  or  children,  even  if  beneficial 
ownership  is  legally  disclaimed. 

Where  possible,  shares  in  which  the  executive  shared 
voting  and  investment  power  were  excluded.  Also  dropped 
were  shares  that  were  held  by  foundations,  by  a  parent  or 


Company 

Chief  executive/age 

Tenure  (years) 
with           as 
firm          CEO 

Birthplace 

Education 

undergraduate/graduate 

Professional 
background 

Abbott  Laboratories 

Robert  A  Schoellhorn/59 

14 

9 

Philadelphia  PA 

Phil  Col  Textiles  '55 

technical 

\ 

Aetna  Life  &  Cas 

James  T  Lynn/61 

10 

4 

Cleveland  OH 

Harvard  '51 

legal 

Affiliated  Pubs 

William  O  Taylor/55 

32 

6 

Boston  MA 

Harvard  '54 

finance 

HF  Ahmanson 

Richard  H  Deihl/59 

29 

4 

Whittier  CA 

Whittier  '49 

banking 

Air  Prods  &  Chems 

Dexter  F  Baker/61 

36 

1 

Worcester  MA 

Lehigh  '50/Lehigh,  MBA  '57 

technical 

Albertson's 

Warren  E  McCain/62 

37 

11 

Logan  KS 

Oregon  St  '48 

operations 

Alco  Health  Services 

John  H  Kennedy/58 

26 

2 

Philadelphia  PA 

La  Salle '51 

finance 

Alco  Standard 

Ray  B  Mundt/59 

18 

8 

Appleton  WI 

Wisconsin  Milwaukee  '53 

operations 

Alexander  &  Alexander 

Tinsley  H  lrvin/55 

35 

1 

Cornelia  GA 

Georgia  St  '55 

insurance 

Alexander  &  Baldwin 

Robert  I  Pfeiffer/68 

28 

8 

Fin 

operations    1 

Allegheny  Power 

Klaus  Bergman/57 

16 

3 

Germany 

Columbia  '59 

legal 

Allegis 

Stephen  M  Wolf/46 

I 

t 

Oakland  CA 

San  Francisco  State  '65 

operations   ' 

Allied-Signal 

Edward  L  Hennessy  Ir/60 

9 

9 

Boston  MA 

Fairleigh  Dickinson  '55 

finance 

Alltel 

loe  T  Ford/50 

29 

1 

Conway  AR 

Arkansas  '59 

admirustrati    j 

Altus  Bank 

William  L  Watson  III.  42 

t 

+ 

Leland  MS 

Davidson  '68/Harvard,  MBA  '71 

banking 

Alcoa 

Paul  H  O'Neill/5: 

1 

1 

St  Louis  MO 

Cal  St  Fresno  '60/Indiana,  MPA  '66 

administrati 

1 

AMAX 

Allen  Born/54 

21 

2 

Durango  CO 

Texas  El  Paso  '58 

technical 

Amdahl 

lohn  C  Lewis/52 

11 

5 

Livingston  MT 

Cal  St  Fresno  '57 

marketing    \ 

Amerada  Hess 

Leon  Hess*/74 

42 

23 

New  York  NY 

administrate: 

American  Brands 

William  I  Alley/58 

21 

1 

Vernon  TX 

Oklahoma  '51 /Oklahoma,  JD  '54 

insurance 

American  Capital 

lack  D  Burstem/42 

4 

4 

Poland 

CUNY  City  Col  '66 

finance 

American  Continental 

Charles  H  Keating  Jr/65 

12 

12 

Cincinnati  OH 

finance 

American  Cyanamid 

George  J  Sella  |r/59 

34 

5 

West  New  York  N|  Pnnceton  '50/Harvard,  MBA  '52 

operations 

American  Electric 

Willis  S  White  lr/61 

40 

12 

Portsmouth  VA 

Virginia  Polytech  '48/MIT,  MS  '58 

technical 

American  Express 

Jame>  '.  1  i  ofaiittOD  111  ^2 

17 

11 

Atlanta  GA 

Georgia  Tech  '57/Harvard,  MBA  '61 

finance 

American  Family 

lohn  B  Amos*/63 

a 

33 

Enterprise  AL 

Miami  '44/Florida,  JD  '49 

legal 

'dean  General 

Harold  S  Hook  5ft 

18 

10 

Kansas  City  MO 

Missouri  '53/Missoun,  MA  '54 

insurance 

American  Home  Prod 

lohn  R  Stafford/50 

18 

1 

Harrisburg  PA 

George  Washington  '62 

legal 

l\,L'P 

Maurice  R  Greenberg/63 

27 

21 

New  York  NY 

New  York  Law  '50 

insurance 

i  L  Weism.m-53 


19 


3       Chicago  IL 


Stanford  '56/Stanford,  JD  '59 


operations 


\  months'  service     'Sales  .md  profits  as  reported  In  the  Forbes  500s  Annual  Directory  issue,  Apr  25,  1988. 
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by  family  members  active  in  the  business.  Stock  gaitis 
include  net  value  realized  in  shares  or  cash  from  the 
exercise  of  stock  options  or  stock  appreciation  rights 
granted  in  prior  years. 

Those  of  our  readers  who  happen  to  have  seen  a  recent 
edition  of  Business  Week  magazine  on  executive  compensa- 
tion will  find  many  surprises  in  our  listings.  That  survey 
concluded  that  Jim  Manzi  of  Lotus  Development  was  the 
most  richly  compensated  executive  in  the  country  last 
year.  In  our  listing,  though,  Manzi,  who  took  home  $26 
million,  is  only  number  two.  Our  number  one  was  Charles 


Lazarus  of  Toys  "R"  Us,  with  $60  million.  There  are  many 
other  discrepancies  between  our  list  and  the  other  maga- 
zine's. Why?  The  answer  is  simple:  We  surveyed  800 
companies,  while  the  other  magazine  surveyed  only  339. 
Enough  said. 

The  October  market  collapse  notwithstanding,  1987 
was  a  good  year  for  most  chief  executives.  No  fewer  than 
273  of  them  earned  $1  million  or  more  last  year.  Thir- 
teen had  stock  gains  of  $5  million  or  more — further 
evidence  that  what  you  own  is  often  more  important 
than  what  you  earn. 


%  change 

salary 
+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

other 

stock 

gains 

total 

$1,329 

$3 

$1,042 

$2,373 

12% 

73 

0.04% 

$4.6 

$4,388 

$632.6 

Abbott  Labs 

1,047 

34 

1,522 

2,603 

31 

63 

0.02 

0.9 

22,114 

871.1 

Aetna  Life 

438 

— 

1,792 

2,230 

12 

82 

5.36 

106.2 

490 

183.3 

Affiliated  Pubs 

838 

1 

735 

1,574 

7 

135 

0.10 

1.4 

2,648 

200.2 

HF  Ahmanson 

854 

14 

— 

868 

50 

320 

0.17 

4.4 

2,187 

179.6 

Air  Products 

771 

22 

3,930 

4,723 

11 

26 

0.53 

10.6 

5,869 

125.4 

Albertson's 

363 

13 

— 

376 

18 

677 

0.32 

0.8 

1,831 

19.0 

Alco  Health  Svcs 

1,191 

29 

123 

1,343 

99 

172 

0.43 

4.6 

3,673 

88.0 

Alco  Standard 

489 

10 

— 

499 

NA 

579 

0.11 

1.0 

1,119 

64.9 

Alexander  &  Alex 

1,064 

147 

1,220 

2,430 

11 

68 

0.43 

6.1 

631 

120.4 

Alexander  &  Bald 

293 

— 

— 

293 

11 

732 

i 

0.1 

1,981 

207.0 

Allegheny  Power 

575* 

— 

— 

575 

NA 

522 

X 

§ 

8,293 

335.1 

Allegis 

1,380 

421 

— 

1,800 

-1 

111 

0.08 

3.6 

11,116 

597.0 

Allied-Signal 

588 

— 

— 

588 

NA 

514 

0.43 

4.4 

736 

104.4 

Alltel 

240* 

— 

— 

240 

NA 

760 

% 

§ 

283 

0.1 

Altus  Bank 

I  he  median  compensation  for  the  800  executives  on  these  pages  was  $762,253  in  1987,  an 
i%  increase  over  1986.  Excessive?  Not  when  compared  with  our  list  last  year  of  the 
•ountry's  best-paid  entertainers,  where  the  median  income  (Billy  Joel's)  was  $12  million. 


564t 

— 

— 

564 

NA 

529 

± 

0.0 

7,767 

224.0 

Alcoa 

963 

113 

— 

1,076 

45 

248 

0.02 

0.5 

3,383 

79.3 

AMAX 

898 

774- 

2,805 

4,477 

9 

29 

0.22 

4.7 

1,505 

142.0 

Amdahl 

200 

10 

— 

210 

0 

771 

12.59 

326.5 

4,707 

229.9 

Amerada  Hess 

985 

30. 

103 

1,118 

NA 

231 

X 

0.4 

6,029 

522.7 

American  Brands 

374 

— 

— 

374 

-11 

680 

4.51 

3.4 

539 

0.2 

American  Capital 

1,955 

— 

1,223 

3,178 

10 

49 

15.50 

18.1 

731 

22.1 

Am  Continental 

1,411 

— 

861 

2,272 

40 

80 

0.06 

2.5 

4,166 

275.6 

Am  Cyanamid 

585 

12- 

— 

597 

6 

508 

0.02 

0.8 

4,788 

502.5 

American  Electric 

1,973 

71 

989 

3,033 

-20 

53 

% 

8.7 

17,768 

533.3 

American  Express 

2,957 

68 

— 

3,025 

42 

56 

2.56 

31.6 

1,876 

102.1 

American  Family 

1,059 

221 

1,163 

2,443 

13 

67 

0.11 

4.3 

7,157 

563.0 

American  General 

1,310 

— 

— 

1,310 

69 

182 

0.03 

3.5 

5,028 

845.1 

American  Home 

875 

— 

2,654 

3,529 

6 

42 

2.22 

190.1 

11,278 

932.0 

American  Intl 

650 

— 

— 

650 

0 

462 

0.10 

1.4 

2,735 

105.1 

American  Medical 

"Annualized  salary 

tSalary  not  annualized.     |Less 

than  0.01%. 

§Less  than  $100,000     NA: 

Not  available 
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Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Professiona 
backgrounc 

►  - 

undergraduate/graduate 

American  Natl  Ins 

Orson  C  Clay  IS  7 

18 

11 

Bountiful  UT 

Brigham  Young  '55/Harvard,  MBA  '59 

finance 

American  Petrofina 

Kenneth  W  Perry/56 

31 

2 

Shamrock  TX 

Oklahoma  '54 

technical 

American  President 

W  Bruce  Seaton/63 

18 

5 

Philadelphia  PA 

UCLA  '49 

finance 

American  S&L  Fla 

Edward  P  Mahoney/40 

10 

1 

Toledo  OH 

Alabama  '69 

banking 

American  Savings 

John  T  Morgan/58 

16 

9 

New  York  NY 

Minnesota  '51 /Harvard,  MPA  '63 

banking 

American  Stores 

Lenrue  S  Skaggs'64 

43 

22 

Yakima  WA 

retailing 

American  Tel  &  Tel 

Robert  E  Allen/53 

31 

T 

Joplin  MO 

Wabash  '57 

admimstrat 

AmeriFirst  Bank 

Thomas  R  Bomar/50 

12 

2 

Sherman  TX 

Cal  St  Northridge  '60/UCLA,  MBA  '61 

banking 

Ameritech 

Wjlliam  L  Weiss/59 

37 

4 

Big  Run  PA 

Penn  St  '51 

operations ' 

AmeriTrust 

Jerry  V  Jarrett/56 

14 

4 

Abilene  TX 

Oklahoma  '57/Harvard,  MBA  '63 

banking 

Ames  Dept  Stores 

Peter  B  Hollis/45 

2 

1 

Newton  MA 

Vermont  '65 

retailing 

1 

Amfac 

Richard  L  Gnfhth/57 

3 

t 

Blue  Hill  NE 

Colorado  '53/Georgetown,  JD  '58 

legal 

Amoco 

Richard  M  Morrow/62 

40 

5 

Wheeling  WV 

Ohio  St  '48 

technical 

Amoskeag 

Joseph  B  Ely  11/49 

17 

10 

Boston  MA 

Boston  U  '65 

operations  u 

AMP 

Walter  F  Raab/63 

35 

6 

Philadelphia  PA 

Pennsylvania  '45 

finance 

AMR 

Robert  L  Crandall/53 

15 

3 

Westerly  RI 

Rhode  Island  '57/Pennsylvania,  MBA  '60 

finance 

AmSouth  Bancorp 

John  W  Woods/56 

19 

16 

Evanston  IL 

U  of  the  South  '54 

banking 

Anadarko  Petroleum 

Robert  J  Allison  Jr/49 

15 

12 

Evanston  IL 

Kansas  '60 

technical 

Anchor  Savings  Bank 

Donald  L  Thomas/71 

22 

19 

Niagara  Falls  NY 

Niagara  '39 

banking 

Anheuser-Busch  Cos 

August  A  Busch  111/50 

31 

13 

St  Louis  MO 

operations   l 

Aon 

Patrick  G  Ryan/51 

24 

6 

Milwaukee  WI 

Northwestern  '59 

insurance 

Apple  Bank 

Jerome  R  McDougal  |r/60 

7 

2 

Lynbrook  NY 

banking 

Apple  Computer 

John  Sculley/49 

5 

5 

New  York  NY 

Brown  '61 /Pennsylvania,  MBA  '63 

marketing 

Archer-Daniels 

Dwayne  O  Andreas/70 

18 

18 

Worthington  MN 

finance 

Argonaut  Group 

Charles  E  Rinsch/46 

23 

Inglewood  CA 

Indiana  '53/Stanford,  MBA  '60 

technical 

Aristech  Chemical 

Thomas  Marshall/59 

39 

1 

Pittsburgh  PA 

Pittsburgh  '57 

operations  1 

Arkla 

Thomas  F  McLarty  111/41 

5 

3 

Hope  AR 

Arkansas  '69 

administratl 

Armco 

Robert  E  Boni/60 

31 

3 

Canton  OH 

Cincinnati  '51/Camegie-Mellon,  PhD  '54 

technical 

Armstrong  World  Inds 

William  W  Adams/54 

32 

t 

Dubuque  LA 

Iowa  St  '56 

administratl 

Asarco 

Richard  de  J  Osborne/54 

13 

2 

Bronxville  NY 

Pnnceton  '56 

finance 

Ashland  Oil 

lohn  R  Hall  55 

30 

7 

Houston  TX 

Vanderbilt  '55 

operations  1 

Atlantic  Energy 

E  Douglas  Huggard/54 

33 

3 

Wilmington  DE 

Delaware  '55/Delaware,  MME  '60 

technical 

Atlantic  Financial 

Donald  R  Caldwell/41 

5 

4 

Boston  MA 

Babson  '67/Harvard,  MBA  '73 

banking 

Atlantic  Richfield 

Lodwrick  M  Cook/59 

32 

3 

Castor  LA 

Louisiana  St  '50/SMU,  MBA  '65 

operations  | 

Automatic  Data 

Josh  S  Weston/59 

18 

5 

Brooklyn  NY 

CUNY  City  '50/U  of  N  Zealand,  MA  '52 

operations  I 

Avery  International 

Charles  DMiller/60 

24 

10 

Hartford  CT 

Johns  Hopkins  '49 

marketing 

Avnel 

Anthony  R  Hamilton/63 

31 

8 

North  Bergen  NJ 

marketing 

Avon  Prodiins 

Hicks  B  Waldron/64 

5 

5 

Amsterdam  NY 

Minnesota  '44 

marketing 

Bai  ■>  Hughes 

l-imcs  D  Woods 

33 

1 

Falmouth  KY 

Cal  St  Fullerton  '66 

finance 

Ball  Corp 

Richard  M  Ringi.en/62 

18 

7 

Ridgeway  LA 

Iowa  '47/lowa,  MS  '48 

technical 

Bally  Manuiaci 

Robcit  E  Mullane  Ir  56 

15 

8 

Cincinnati  OH 

Georgetown  '54/Harvard,  MBA  '56 

administratl 

Baltimore  Bancorp 

i  Robinson/59 

41 

3 

Baltimore  MD 

banking 

Baltimore  G&E 

McGowan/60 

21 

t 

Baltimore  MD 

Maryland  '51 

technical 

Banc  One 

i  B  McCoy/44 

21 

4 

Columbus  OH 

Williams  '65/Stanford,  MBA  '67 

banking 

Banco  Popular  PR 

Tion  Jr  73 

56 

32 

Santurce  PR 

banking      1 

i  BO.les 

'Sales  .Uld  |  1 

reported  In 

bes  500$  Annual  Dlrectorj  Issue,  \pt  2S.  1988.    'Figures  are  for  year  ended  i  51  87 
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%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock 

% 

owned 

mkt  val 
[mil] 

— Company  data1 — 
sales        profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

other 

stock 

gains' 

total 

$438 

$52 

— 

$490 

14% 

590 

0.09% 

$0.8 

$902 

$92.1 

Amer  Natl  Ins 

397 

15 

— 

412 

85 

655 

0.11 

1.0 

2,484 

83.3 

Amer  Petrofina 

718 

71 

— 

789 

34 

377 

0.46 

2.6 

1,825 

79.1 

Amer  President 

285 

1 

— 

286 

NA 

736 

0.38 

0.5 

245 

2.7 

American  S&L  Fla 

401 

27 

— 

428 

-1 

642 

0.53 

0.5 

365 

21.4 

American  Savings 

1,0442 

— 

— 

1,044 

5 

258 

10.91 

204.8 

14,272 

154.3 

American  Stores 

900 

180 

— 

1,080 

NA 

246 

± 

0.6 

33,598 

2,044.0 

Am  Tel  &  Tel 

602 

58 

— 

660 

2 

455 

0.47 

0.8 

414 

11.1 

AmeriFirst  Bank 

1,150 

37 

$403 

1,589 

24 

134 

t 

0.8 

9,536 

1,188.1 

Ameritech 

385 

15 

— 

400 

-28 

664 

0.07 

0.5 

934 

-10.1 

AmeriTrust 

594 

6 

— 

600 

NA 

507 

0.06 

0.4 

2,112 

33.0 

Ames  Dept  Stores 

350* 

— 

— 

350 

NA 

694 

0.01 

0.1 

2,195 

5.0 

Amfac 

1,000 

270 

1,125 

2,396 

-15 

71 

0.02 

4.2 

20,174 

1,360.0 

Amoco 

862 

38 

— 

899 

NA 

310 

0.51 

0.3 

1,436 

0.3 

Amoskeag 

541 

— 

550 

1,091 

10 

242 

0.04 

1.9 

2,318 

249.7 

AMP 

954 

371 

162 

1,488 

14 

147 

0.08 

2.0 

7,198 

198.4 

AMR 

480 

— 

— 

480 

-1 

601 

0.23 

1.4 

640 

60.2 

AmSouth  Bancorp 

563 

— 

160 

723 

36 

415 

0.62 

7.8 

230 

9.1 

Anadarko  Petrol 

747 

18 

— 

765 

NA 

391 

0.17 

0.2 

678 

24.9 

Anchor  Savings 

1,455 

16 

6,525 

7,997 

10 

11 

0.06 

5.5 

8,258 

614.7 

Anheuser-Busch 

658 

59 

— 

717 

17 

419 

13.42 

211.9 

2,469 

156.2 

Aon 

431 

28 

— 

459 

72 

618 

0.83 

1.1 

254 

19.2 

Apple  Bank 

2,140 

— 

— 

2,140 

26 

87 

0.13 

6.6 

3,041 

280.4 

Apple  Computer 

977 

— 

88 

1,064 

10 

251 

0.18 

6.7 

6,181 

331.3 

Archer-Daniels 

NA3 

— 

— 

— 

NA 

— 

0.02 

0.1 

426 

170.8 

Argonaut  Group 

•          776 

— 

— 

776 

NA 

384 

0.04 

0.3 

919 

69.7 

Aristech  Chem 

484 

61 

— 

545 

33 

545 

0.04 

0.6 

1,188 

78.3 

Arkla 

523 

10 

90 

623 

7 

483 

0.03 

0.3 

2,927 

105.4 

Armco 

376 

— 

— 

376 

NA 

678 

0.02 

0.4 

2,365 

150.4 

Armstrong  World 

1,140 

10 

— 

1,150 

NA 

221 

0.03 

0.3 

1,355 

208.4 

Asarco 

870 
1 

7 

629 

1,506 

3 

144 

0.07 

1.5 

7,308 

146.2 

Ashland  Oil 

271 

2 

— 

273 

17 

740 

0.03 

0.2 

648 

73.8 

Atlantic  Energy 

344 

—  . 

— 

344 

2 

699 

0.49 

0.1 

720 

4.8 

Atlantic  Finl 

'      .1,450 

— 

507 

1,957 

46 

100 

0.03 

5.4 

16,282 

1,224.0 

Atlantic  Richfield 

508 

— 

97 

605 

16 

504 

0.20 

6.3 

1,467 

149.8 

Automatic  Data 

'         804 

39 

— 

844 

8 

335 

0.16 

1.5 

1,466 

34.7 

Avery  Intl 

815 

— 

1,131 

1,946 

14 

101 

0.16 

1.5 

1,671 

37.3 

Avnet 

969 

84 

— 

1,053 

-15 

255 

0.05 

0.8 

2,763 

159.1 

Avon  Products 

619 

12 

— 

631 

NA 

474 

0.10 

2.1 

2,007 

-230.3 

Baker  Hughes 

500 

— 

543 

1,043 

4 

259 

0.52 

3.8 

1,054 

66.3 

Ball  Corp 

1,820 

121 

— 

1,941 

8 

102 

1.05 

4.7 

1,676 

57.1 

Bally  Mfg 

311 

— 

21 

332 

NA 

707 

0.05 

0.1 

249 

22.4 

Baltimore  Bancp 

345 

21 

— 

365 

NA 

683 

0.04 

1.0 

1,809 

300.1 

Baltimore  G&E 

836 

— 

— 

836 

34 

341 

0.15 

3.7 

1,960 

208.9 

Banc  One 

234 

20 

— 

254 

-2 

755 

0.03 

0.1 

457 

38.3 

Banco  Popular  PR 

'Annualized  salary. 

tLess  than  0.01%. 

NA:  Not 

available. 
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Corporate  America 

I'S 

Most  Powerful  People 

t 

■ 

Company 

Chief  executive/age 

Tenure  (years) 
with           as 
firm          CEO 

Birthplace 

Education 

undergraduate/graduate 

Professional 
background 

Bancorp  Hawaii 

Frank  J  Manaut/64 

37 

8 

Alhambra  CA 

UCLA  '47 

banking 

Bank  of  Boston 

Ira  Stepanian/52 

25 

1 

Cambridge  MA 

Tufts  '58/Boston  C,  MBA  71 

banking 

Bank  of  New  England 

Walter  !  Connolly  Jr/60 

27 

8 

Boston  MA 

Yale  '50 

banking 

Bank  of  New  York 

John  Carter  Bacot/55 

28 

6 

Utica  NY 

Hamilton  '55/Cornell,  LLB  '58 

finance 

Bank  South 

Robeit  PGuyton/51 

8 

7 

Blue  Mountain  M! 

j  Mississippi  '58/Harvard,  MBA  '66 

banking 

BankAmerica 

Alden  W  Clausen/65 

39 

2 

Hamilton  IL 

Minnesota  '49 

banking 

Bankers  Trust  NY 

Charles  S  Saniord  Jr/51 

27 

1 

Savannah  GA 

Georgia  '58/Pennsylvania,  MBA  '60 

banking 

BanPonce 

Alberto  M  Paracchini/56 

32 

5 

Ponce  PR 

Pennsylvania  '53/Pennsylvania,  MBA  '57 

finance 

CR  Bard 

Robert  H  McCaffrey/61 

12 

12 

Syracuse  NY 

Syracuse  '49 

sales 

Barnett  Banks 

Charles  E  Rice/52 

23 

9 

Chattanooga  TN 

Miami  '58/Rollins,  MBA  '64 

banking 

Battle  Mountain  Gold 

Douglas  [  Boume/65 

42 

3 

Tulsa  OK 

Oklahoma  '43 

technical 

Bausch  &  Lomb 

Daniel  E  Gill/51 

10 

7 

Zicgler  IL 

Northwestern  '58 

finance 

Baxter  Travenol 

Vernon  R  Loucks  |r/53 

22 

8 

Evanston  IL 

Yale  '57/Harvard,  MBA  '63 

marketing 

BayBanks 

William  M  Crozier  |r/55 

24 

14 

Brooklyn  NY 

Yale  '54/Harvard,  MBA  '63 

banking 

Bear  Stearns  Cos 

Alan  C  Greenberg/60 

39 

10 

Wichita  KS 

Missouri  '49 

investment 

Becton  Dickinson 

Wesley  I  Howe/66 

i9 

14 

lersey  City  N[ 

Stevens  Inst  Tech  '43/MS  '53 

administration  11 

Bell  Atlantic 

Thomas  E  Bolger/60 

45 

5 

Norfolk  NE 

SD  Sch  Mines  '49 

administration 

BellSouth 

|ohn  L  Clendenin/54 

33 

4 

EIPa«oTX 

Northwestern  '55 

operations 

Beneficial  Corp 

Finn  M  W  Caspersen  46 

16 

12 

New  York  NY 

Harvard  '66 

finance 

Ben  j  Franklin  S&L 

G  Dale  Weight/54 

5 

5 

Salt  Lake  UT 

Utah  '59/Oregon,  PhD  '68 

banking 

Bergen  Brunswig 

EmilP  Martini  |r/59 

36 

19 

Teaneck  N( 

Purdue  '50 

technical 

Berkshire  Hathaway 

Warren  E  Buffett  '57 

23 

18 

Omaha  NE 

Nebr  Omaha  '50/Columbia,  MBA  '51 

investment 

Best  Products 

Robert  E  R  Huntley/58 

4 

1 

Winston-Salem  NC  Washington  &  Lee  '57/Harvard,  LLM  '62 

legal 

Bethlehem  Steel 

Walter  F  Williams/59 

37 

2 

Upland  PA 

Delaware  '51 

operations 

Beverly  Enterprises 

Robert  Van  Tuyle/75 

17 

14 

Manchester  I L 

Cincinnati  34 

administration 

Black  N.  Decker 

Nolan  D  Archibald  44 

3 

2 

Ogden  UT 

Weber  St  '68/Harvard,  MBA  '70 

finance 

H&R  Block 

Henry  W  Bloch*/65 

33 

33 

Kansas  City  MO 

Michigan  '43 

administration 

Boatmen's  Bancshares 

Andrew  B  Craig  10757 

3 

i 

Buffalo  NY 

SUNY  Buffalo '55 

banking 

Boeing 

Frank  A  Shrontz/56 

30 

2 

Boise  ID 

Idaho  '54/Harvard,  MBA  '58 

administration 

Boise  Cascade 

|ohiiBFery/58 

31 

16 

Bcllmgham  WA 

Washington  53/Stanford,  MBA  '55 

operations 

Borden 

Romeo  |  Ventres/63 

31 

2 

Boston  MA 

Worcester  Polytech  '45 

operations 

Boston  Edison 

Stephen  |  Sweenev 

35 

4 

Winthrop  MA 

Mt  St  Mary's  '50 

technical 

Bowaier 

Anthony  PGammu 

M 

5 

England 

operations 

Branch  Corp 

L  Vincent  Lowe  |r/51 

27 

6 

Chadbourn  NC 

N  Carolina  '59 

banking 

Bristol-Mvit- 

Richard  L  Gelb/63 

38 

16 

New  York  NY 

Yale  '45/Harvaid,  MBA  '50 

administration 

Brown-Fonnan 

W  L  1  yom  Broun  |r/51 

w 

12 

Louisville  KY 

Virginia  '58 

marketing 

Brown  Group 

Bernard  A  Bndgewater  It  M 

9 

6 

Tulsa  OK 

Oklahoma  '58/Harvard,  MBA  '64 

administration  1 

Browning-Fenislnds 

Harrv  1  Phillips  Sr*/58 

17 

10 

Memphis  TN 

operations 

lack  F  Reichert/57 

31 

6 

West  Alto  W] 

marketing 

!■ 

hard  M  Bressler/57 

8 

8 

Wayne  NE 

Dartmouth  '52 

finance 

i    service      SaJesan^proBts  as  reponedm  me  Fbrties  500s  ArmualDirectOfy  issue,  Apr.  25. 1988. 
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%  change 

salary 
+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 

%                  (mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$585 

$13 

$1,271 

$1,869 

40% 

105 

0.31% 

$1.5 

$493 

$53.9 

Bancorp  Hawaii 

636 

50 

— 

686 

NA 

437 

0.06 

0.9 

4,269 

19.7 

Bank  of  Boston 

848 

— 

— 

848 

30 

329 

0.05 

0.9 

2,629 

140.5 

Bank  New  England 

903 

392 

31 

1,327 

16 

177 

0.22 

2.3 

2,141 

103.4 

Bank  of  New  York 

313 

16 

— 

329 

-28 

709 

0.17 

0.6 

396 

27.0 

Bank  South 

775 

33 

— 

808 

35 

364 

0.04 

0.6 

9,753 

-955.0 

BankAmerica 

1,750 

63 

370 

2,184 

NA 

84 

0.04 

1.0 

5,693 

1.2 

Bankers  Trust  NY 

262 

— 

— 

262 

-1 

748 

0.07 

0.1 

255 

12.0 

BanPonce 

815 

101 

— 

916 

30 

303 

0.36 

4.1 

641 

62.3 

CR  Bard 

828 

12 

— 

840 

15 

337 

0.07 

1.2 

2,286 

195.6 

Barnett  Banks 

The  87  chief  executives  who  hold  no  college  degree  earned  a  median  $735,000  last  year, 
versus  a  median  $746,000  for  the  378  who  completed  their  education  with  an  under- 
graduate degree.  The  323  executives  with  graduate  degrees  earned  a  median  $773,000. 

336 

— 

— 

336 

NA 

702 

0.13 

1.4 

123 

47.6 

Battle  Mtn  Gold 

814 

146 

— 

960 

16 

285 

0.06 

0.8 

840 

85.3 

Bausch  &  Lomb 

1,202 

50 

118 

1,370 

32 

164 

0.10 

5.1 

6,223 

331.0 

Baxter  Travenol 

465 

39 

174 

679 

15 

441 

0.28 

1.8 

771 

69.4 

BayBanks 

5,712 

— 

— 

5,712 

NA 

21 

0.67 

6.9 

1,837 

129.9 

Bear  Stearns  Cos 

1,298 

— 

— 

1,298 

30 

186 

0.05 

1.1 

1,636 

135.2 

Becton  Dickinson 

1,217 

68 

— 

1,285 

13 

191 

0.02 

2.1 

10,298 

1,240.4 

Bell  Atlantic 

1,120 

50 

2 

1,172 

7 

215 

: 

0.9 

12,269 

1,664.8 

BellSouth 

982 

14 

— 

995 

17 

274 

3.16 

32.0 

1,242 

142.2 

Beneficial  Corp 

305 

— 

— 

305 

12 

723 

0.60 

0.3 

469 

14.8 

Benj  Franklin 

738 

— 

— 

738 

3 

401 

1.10 

3.9 

3,358 

20.8 

Bergen  Brunswig 

100 

— 

— 

100 

-1 

783 

44.68 

1907 

2,338 

234.6 

Berkshire  Hathwy 

532 

— 

— 

532 

NA 

557 

0.03 

0.1 

2,067 

25.0 

Best  Products 

459 

25 

216 

700 

11 

432 

0.03 

0.3 

4,621 

103.9 

Bethlehem  Steel 

617 

23 

— 

641 

-17 

470 

0.92 

3.2 

2,094 

-32.8 

Beverly  Ent 

711 

82 

— 

793 

18 

376 

X 

0.1 

2,018 

64.3 

Black  &  Decker 

545 

3 

— 

548 

8 

543 

7.70 

100.2 

737 

72.8 

H&R  Block 

493 

— 

— 

493 

NA 

583 

0.03 

0.2 

842 

81.4 

Boatmen's  Bancsh 

737 

16 

— 

754 

9 

396 

+ 

0.1 

15,355 

480.0 

Boeing 

787 

40 

— 

827 

33 

347 

0.18 

3.8 

3,821 

183.0 

Boise  Cascade 

1,171 

193 

49 

1,413 

43 

156 

0.04 

1.5 

6,514 

267.1 

Borden 

334 

— 

— 

334 

0 

706 

i 

§ 

1,181 

97.7 

Boston  Edison 

649 

26 

533 

1,207 

30 

20"7 

0.05 

0.6 

1,231 

81.1 

Bowater 

436 

12 

— 

449 

23 

626 

0.21 

0.6 

360 

33.5 

Branch  Corp 

1,297 

68 

— 

1,365 

2 

165 

0.36 

42.6 

5,401 

709.6 

Bristol-Myers 

733 

97 

— 

830 

6 

346 

30.22 

466.0 

1,101 

108.0 

Brown-Forman 

807 

24 

— 

831 

54 

345 

0.24 

1.6 

1,678 

46.9 

Brown  Group 

580 

5 

— 

585 

5 

517 

0.53 

18.9 

1,761 

184.4 

Browning-Ferris 

1,155 

4,707 

— 

5,862 

12 

19 

0.56 

11.6 

3,086 

168.8 

Brunswick 

1,200 

— 

158 

1,359 

33 

166 

0.05 

2.5 

6,621 

369.3 

Burlington  North 

tLess  than  0.01%.     §Less  than  $100,000 

NA:  Not  available. 
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Audi  Today-  The  Be: 


< 

) 


Quality. 

At.  Audi,  the  pursuit  of  quality  is  nothing 
less  than  an  obsession. That  is  why  today's 
Audis  are  not  only  precisely  engineered 
but  among  the  most  thoroughly  tested 
Audis  ever 

It  is  also  why  many  consider  today's 
Audis  the  best  we've  ever  built 

Details,  Details,  Details. 

At  Audi,  obsession  with  detail  means  de- 
signing cars  to  stria  and  exacting  stan- 
dards That  is  why  Audi  considers  every 
detail  important  (and  why  even  the 
smallest  hinges  can  inspire  some  rather 
large  debates) 

5tri(  t  attention  to  detail  not  only 
enhances  Audi  quality,  it  improves 
til  value  So  exhaust  systems  are 

riless  and  aluminized  steel,  to 

01  hinges  are  infused 
c<  I     ii  both  w<  arand 

And  bodywork  re- 
tep  paint  process, 
auty 
ssembly  has 


gone  unnoticed  In  a  recent  survey  of  30 
automotive  brands,  the  respected  firm  of 
J.  D.  Power  and  Associates  found  Audi  to 
be  among  the  very  best  when  averaging 
owner  responses  in  those  categories  com- 
prising Body  and  Trim  and  Fit  and  Finish* 

Audi  finished  among  the  top  three, 
just  behind  the  other  two  prestigious 
German  luxury  sedans. 

Of  course,  when  you  are  as  obsessed 
with  quality  as  Audi,  even  this  impressive 
show  ing  leaves  room  for  improvement 
But  not  much. 

Dr.  Ferdinand  Piech: 
Driven  To  Excel. 

At  Audi,  our  obsession  with  quality  leads 
to  exacting  testing  procedures.  And  that, 
ol  course,  means  more  than  having  a  robot 
slam  a  passenger  door  100,000  times. 

Audi  Chairman  of  the  Board 
Dr.  Ferdinand  Piech  believes  thai  the  best 
testing  is  "hands  on  Which  explains  why 
1 V  Piech  and  his  ehiel  engineers  per- 
sonally direct  Audis  severe  climate 
testing  programs 


From  the  Arctic  to  the  Sahara, 
congested  city  streets  to  the  left  lane 
the  German  Autobahn,  Audis  must 
themselves.  Strong.  Safe.  And  durab 

Only  by  personally  subjecting 
to  scrutiny  like  this  can  Dr.  Piech  juc 
the  Audi  for  himself.  How  does  the 
Audi  90s  cooling  and  ventilation  sy 
weather  the  desert's  brutal  heat?  Ho' 
Audi's  sophisticated  electronics  fare 
the  sub-zero  cold  of  Finland? 

To  answer  questions  like  these 
Dr.  Piech  submits  both  his  cars— anc 
himself— to  the  rigors  of  harsh  clima 
testing.  But  as  Dr.  Piech  notes,  "We 
uncover  more  in  two  days  in  the  des 
than  in  2  months  in  the  test  lab." 

Audi  is  fortunate  to  have  a  "ha: 
on" engineer  like  Dr.  Ferdinand  Piccr1 
the  chairman's  seat.  And  more  fortur 
still  to  have  him  in  the  driver's  seat,  u 
to  help  perfect  the  Audi. 

A  Beautiful  Obsession 

Dr.  Piech's  testing  not  only  yields  dui 
cars  but  efficient  (.Mies  as  well.  The  wi 


'arsWfeve  Ever  Built. 


The  1988  Audi  90  Quattro  Sports  Sedan. 


led  design  of  the  Audi  90  Quattro  fea- 
I  above,  for  example,  has  a  Cd  of  just 
I  a  very  modest  coefficient  of  drag. 

Flush-mounted  glass  and  door  han- 
i  Recessed  rain  channels.  Discreet 
|rs.  All  these  minor  details  do  more 
make  an  Audi  aerodynamic. 
I  These  efficiencies  also  give  Audi  dis- 
nve  and  flowing  lines.  As  the  editors 
r  and  Driver  have  observed,  "The 
rial  eye  finds  it  one  of  the  best-looking 
1  sedans  in  the  world"  (April,  1988) 

And  that  is  a  detail  even  the  less- 
ed  eye  can  appreciate. 

ie  Most  Important  Quality: 
Driver  Confidence. 

y's  Audis  offer  true  driver  comfort. 
dtimate  driver  comfort  comes  from 
-'thing  far  more  elusive . . .  driver  confi- 
e.  That  is  why  interior  improvements 
he  Audi  90  Quattro's  new  instrument 
er  and  redesigned  seating  not  only 
"iten  passenger  comfort  but  minimize 
:r  stress  and  distraction. 
So  Audis  are  not  only  comfortable  to 


drive,  but  exceptionally  comforting  as  well. 

Your  Quality  Assurance. 

Though  there  are  many  benefits  to  Audi 
ownership,  one  of  the  most  remarkable  is 
the  Audi  Assurance  Program. 

This  program  provides  a  3  year/ 
50,000  mile  warranty**  on  virtually  the 
entire  car. 

It  also  provides  6  year/unlimited 
mileage  protection  against  corrosion 
perforation**  And  Audi's  innovative  Value 
Assurance  Program  (which  offers  very 
impressive  resale  value  retention  assur- 
ances)*** Even  24  Hour  Roadside 
Assistance****— though  with  a  car  like 
the  Audi,  you  may  never  need  it. 

By  building  cars  to  exacting  stan- 
dards, Audi  can  not  onlv  make  the  Audi 
Assurance  Program  comprehensive,  but 
one  of  the  best  owner  protection  plans 
in  the  industry. 

The  Press  Is  Impressed. 

The  motoring  press  is  seldom  in  total 
agreement.  But  praise  for  today's  Audis  is 
virtually  universal: 


Car  and  Driver:  'Audi  fans  will  find 
little  wrong  with  the  90.  It  retains  the 
capable  handling,  solid  construction, 
no-nonsense  interior  layout  and  sensible 
packaging  of  the  4000  and  adds  stunning 
new  bodywork  and  significantly  higher 
performance"  (Feb.,  1988) 

Road  &  Track: ". . .  Audi  has  done 
a  superb  job  with . . .  ergonomics,  styling 
and  quality.  Audi  has  designed  a  winner." 
(Nov.,  1987) 

The  Last  Detail. 

If  you're  as  obsessed  with  quality  as  we 
are,  you  owe  yourself  a  test  drive.  Your 
nearby  Audi  dealer  would 
be  happy  to  arrange  one  at 
your  earliest  convenience. 

It's  your  chance  to  find  out  why 
today's  Audis  are  the  best  Audis  ever  built. 


'Baud  on  the  1987  New  Car  Initial  Quality  Survey.  J  D  Power  and  Associates, 
February/March  1987 

"limited  warranty  Sec  your  dealer  jor  complete  details 
'Excludes  leases  Certain  restrictions  apply  See  your  dealer  Jor  details 
'Roadside  services  is  a  i-year  mtrmbt-rsnip  provided  by  the  United  States  Auto  Club. 
Motor  Division.  Inc  Certain  restrictions  apply  See  your  dealer  for  details 
^Teflon  is  a  registered  trademark  of  El  du  Pont  de  Nemours  &  Co. 


Corporate  America's  Most  Powerful  People 


Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Education 

undergraduate/graduate 

1 
Professional    i 

background 

Cabot 

Samuel  W  Bodman/49 

1 

+ 

Chicago  IL 

Cornell  '61 /MIT,  PhD  '64 

investment    1 

CalFed 

George  P  Rutland/55 

6 

3 

Tifton  GA 

Pace  '6i 

banking 

California  First  Bk 

Seishichi  Itoh/53 

16 

3 

Japan 

Osaka  '57 

banking 

CalMat 

A  Frederick  Gerstell/50 

13 

+ 

New  York  NY 

Princeton  '60 

administratic 

Campbell  Soup 

R  Gordon  McGovern/61 

32 

7 

Norristown  PA 

Brown  '48/Harvard,  MBA  '50 

marketing 

Capital  Cities/ABC 

Thomas  S  Murphy/63 

34 

22 

Brooklyn  NY 

Cornell  '45/Harvard,  MBA  '49 

administratic 

Capital  Holding 

Irving  W  Bailey  11/46 

7 

+ 

Cambridge  MA 

Colorado  '63/NYU,  MBA  '68 

investment 

Carnival  Cruise  Lines 

Micky  Arison/38 

14 

1 

Israel 

administratic 

Carolina  Power  &  Lt 

Sherwood  H  Smith  Jr/53 

23 

9 

Jacksonville  FL 

N  Carolina  '56/N  Carolina,  JD  '60 

legal 

Carter  Hawley  Hale 

Philip  M  Hawley/62 

30 

11 

Portland  OR 

Calif  Berkeley  '47 

retailing 

Carteret  Bancorp 

Robert  B  O'Bnen  Jr/53 

13 

13 

New  York  NY 

Lehigh  '57 

banking 

Castle  &  Cooke 

David  H  Murdock/65 

6 

3 

Kansas  City  MO 

investment 

Caterpillar 

George  A  Schaefer/59 

37 

3 

Covington  KY 

St  Louis  '51 

finance 

CBS 

Laurence  A  Tisch/65 

1 

2 

Brooklyn  NY 

NYU  '42/Pennsylvama,  MA  '43 

finance 

Centel 

(ohn  P  Frazee  Jr/43 

16 

1 

Staunton  VA 

Randolph-Macon  '66 

operations 

Centerior  Energy 

Robert  M  Ginn/64 

40 

9 

Detroit  MI 

Michigan  '48/Michigan,  MS  '48 

technical 

Centerre  Bancorp 

Clarence  C  Barksdale/55 

30 

10 

St  Louis  MO 

Brown  '54 

banking 

, 

Centex 

Paul  R  Seegers/58 

27 

10 

Hammond  IN 

Valparaiso  '52/Northwestem,  MBA  '58 

finance 

, 

Central  &  So  West 

Durwood  Chalker/64 

38 

8 

Eohan  TX 

Texas  A&M  '50 

technical 

Central  Bancshares 

Harry  B  Brock  Jr"  62 

17 

17 

Fort  Paye  AL 

Alabama  '49 

sales 

. 

Central  Fidelity  Bks 

Carroll  L  Saine/53 

31 

7 

Lincolnton  NC 

Lenoir-Rhyne  '54/Richmond,  MS  '65 

banking 

Central  III  Pub  Svc 

Donald  G  Raymer/63 

40 

8 

Jackson  MI 

Michigan  '48/MIT,  MS  '60 

operations 

CenTrust  Savings  Bank 

David  L  Paul/49 

5 

4 

New  York  NY 

Pennsylvania  '61/Columbia,  JD  '67 

investment 

Champion  Intl 

Andrew  C  Sigler/56 

32 

14 

Brooklyn  NY 

Dartmouth  '53/Dartmouth,  MBA  '56 

sales 

I 

Chase  Manhattan 

Willard  C  Butcher/6 i 

41 

8 

Bronxville  NY 

Brown  '47 

banking 

Chemical  Banking4 

Walter  V  Shipley/52 

32 

5 

Newark  NJ 

NYU  '61 

banking 

Chevron 

George  M  Keller/64 

40 

7 

Kansas  City  MO 

MIT  '48 

technical 

Chicago  Pacific 

Harvey  Kapmck  62 

4 

4 

Palmyra  MI 

Geary  '47 

finance 

Chrysler 

Lee  A  Iacocca/63 

10 

9 

Allentown  PA 

Lehigh  '45/Pnnceton,  ME  '46 

operations 

Chubb 

Henry  U  Harder/63 

40 

7 

New  York  NY 

Yale  '45 

insurance 

Cigna 

Robert  D  Kilpamck  64 

34 

12 

Fairbanks  LA 

Richmond  '48 

insurance 

Cincinnati  Bell 

DwiRht  H  Hibbard/64 

39 

4 

Hadley  MA 

MIT  '49 

technical 

Cincinnati  Financial 

(ohn  |  Schiff/72 

38 

15 

Cincinnati  OH 

Ohio  St  '38 

insurance 

Cincinnati  G&E 

Jackson  H  Randolph/57 

29 

2 

Cincinnati  OH 

Cincinnati  '58/Cincinnati,  MBA  '68 

finance 

Circle  K 

KarlEller  S9 

s 

5 

Chicago  IL 

Arizona  '52 

marketing 

Circus  Circus 

William  G  Bennett'- 63 

14 

14 

Phoenix  AZ 

administratio  j 

: 

Citadel  Holding 

lames  A  Taylor/63 

3 

1 

LodiCA 

investment 

! 

Citicorp 

lohn  S  Reed/49 

23 

4 

Chicago  IL 

MIT  '61 /MIT,  MS  '65 

banking 

Citizens  &  Southern 

Bennett  A  Brown/58 

33 

10 

Kingstree  SC 

Presbyterian  '50 

banking 

Citizens  Utilities 

Ishicr  Ucohsor 

a 

7 

Worcester  MA 

Harvard  '51 /Harvard,  MS  '47 

administration 

. 

City  National 

Bram  Goldsmith/65 

13 

13 

Chicago  IL 

finance 

CiryFed  Financial 

Alfred  I  Hedden  64 

36 

2 

Stirling  NJ 

banking 

Clorox 

Charles  R  Weavcr/59 

35 

3 

Kingman  IN 

Purdue  '50 

marketing 

. 

CM' 

William  T  McCormick  Jr/43 

3 

3 

Washington  DC 

Cornell  '66/MIT,  PhD  '69 

technical 

Ray  Martin/52 

29 

4 

Pima  AZ 

banking 

. 

i    •  b 

'Sales  and 

!  in  [he!  orbes  500s  Annual  Directory  issue.  Apr  25, 1988 

'Shares  arc-  he-Id  ir 

.  New  York      Figures  are  for  year  ended  12/31  8<> 
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- 

%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock 

% 

owned 

mkt  val 

(mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$300 

— 

— 

$300 

NA 

726 

0.31% 

$3.2 

$1,464 

$36.6 

Cabot 

940 

$53 

— 

992 

11% 

275 

0.02 

0.1 

2,484 

166.9 

CalFed 

262 

35 

— 

296 

7 

729 

0.03 

0.1 

581 

40.1 

Calif  First  Bk 

459 

22 

$318 

799 

NA 

372 

0.18 

2.3 

602 

78.1 

CalMat 

696 

25 

286 

1,007 

8 

271 

+ 

0.3 

4,642 

265.2 

Campbell  Soup 

700 

101 

— 

801 

9 

366 

0.80 

42.8 

4,440 

279.1 

Cap  Cities/ABC 

634 

11 

132 

777 

NA 

382 

0.08 

1.1 

3,351 

172.1 

Capital  Holding 

530 

— 

— 

530 

NA 

560 

2 

§ 

564 

152.8 

Carnival  Cruise 

399 

4 

— 

403 

28 

660 

0.04 

1.1 

2,082 

343.4 

Carolina  P&L 

665' 

3 

— 

668 

3 

449 

0.17 

0.4 

2,641 

-86.3 

Carter  Hawley 

756 

8 

— 

764 

21 

392 

0.41 

0.9 

594 

29.8 

Carteret  Bancorp 

1,200 

— 

— 

1,200 

0 

210 

26.53 

298.5 

1,749 

97.4 

Castle  &  Cooke 

493 

7 

468 

968 

10 

284 

0.01 

0.8 

8,180 

319.0 

Caterpillar 

1,181 

9 

— 

1,189 

NA 

211 

* 

§ 

2,762 

452.8 

CBS 

445 

86 

— 

531 

NA 

558 

0.02 

0.5 

1,476 

157.1 

Centel 

440 

18 

— 

458 

21 

619 

0.03 

0.7 

1,946 

390.4 

Centerior  Energy 

491 

16 

42 

549 

4 

541 

0.23 

0.7 

500 

15.1 

Centerre  Bancorp 

531 

25 

— 

557 

15 

533 

0.63 

2.4 

1,375 

26.0 

Centex 

460 

82 

— 

543 

11 

548 

0.08 

2.5 

2,436 

372.0 

Central  &  So  W 

264 

8 

— 

272 

-42 

742 

4.94 

14.7 

360 

33.5 

Central  Bancshrs 

340 

12 

— 

352 

-17 

693 

0.21 

0.8 

404 

47.3 

Central  Fidelity 

224 

— 

— 

224 

8 

766 

0.02 

0.1 

591 

70.3 

Central  111  Pub 

762 

6 

— 

768 

41 

388 

42.41 

33.0 

837 

30.7 

CenTrust  Savings 

1,139 

16 

1,303 

2,458 

32 

66 

0.07 

2.2 

4,615 

382.0 

Champion  Intl 

1,041 

316 

654 

2,011 

-5 

95 

0.03 

0.7 

10,745 

-894.8 

Chase  Manhattan 

580 

158 

— 

738 

-19 

402 

0.06 

1.2 

6,628 

-853.7 

Chemical  Banking 

1,298 

267 

— 

1,565 

9 

136 

0.02 

3.2 

26,015 

1,007.0 

Chevron 

650 

— 

— 

650 

NA 

462 

1.26 

4.5 

1,412 

34.7 

Chicago  Pacific 

_    .... 
1,491 

2,706 

13,459 

17,656 

-12 

3 

0.16 

8.2 

26,277 

1,289.7 

Chrysler 

969 

34 

— 

1,003 

23 

272 

0.05 

1.2 

3,714 

330.1 

Chubb 

1,260 

34 

— 

1,293 

3 

188 

0.02 

0.8 

16,909 

719.1 

Cigna 

507 

50 

107 

663 

39 

451 

0.12 

0.9 

634 

64.4 

Cincinnati  Bell 

422 

— 

— 

422 

8 

647 

3.82 

29.1 

883 

93.2 

Cincinnati  Finl 

258 

5 

— 

262 

37 

749 

0.02 

0.2 

1,357 

113.9 

Cincinnati  G&E 

431 

— 

— 

431 

-2 

640 

5.78 

37.7 

2,564 

51.6 

Circle  K 

601 

— 

— 

601 

NA 

506 

25.79 

239.0 

459 

61.9 

Circus  Circus 

253 

1 

— 

254 

NA 

754 

0.06 

0.1 

340 

26.5 

Citadel  Holding 

840 

47 

85 

972 

-26 

282 

0.11 

7.4 

27,519 

-1,138.0 

Citicorp 

432 

194 

— 

626 

6 

481 

0.18 

2.6 

1,854 

157.9 

Citizens  &  South 

440s 

10 

— 

450 

NA 

625 

0.07 

0.9 

274 

63.9 

Citizens  Utils 

821 

— 

— 

821 

8 

350 

15.54 

76.5 

309 

40.9 

City  National 

468 

56 

— 

524 

-4 

563 

0.54 

0.5 

1,102 

10.7 

CityFed  Finl 

575 

29 

— 

604 

18 

505 

0.13 

2.0 

1,184 

120.9 

Clorox 

509 

— 

— 

509 

27 

573 

0.03 

0.5 

2,801 

186.9 

CMS  Energy 

533 

— 

— 

533 

32 

555 

0.05 

0.1 

1,044 

57.1 

Coast  S&L  Assn 

JLess  than  0.01%.     §Less  than  $100,000. 

NA:Not 

available. 
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Corporate  America's  Most  Powerful  People 


Company 

Chief  executive/age 

Tenure  (years) 
with           as 
firm          CEO 

Birthplace 

Professional    i 
background     l 

undergraduate/graduate 

Coastal  Corp 

Oscar  S  Wyatt  JrV63 

33 

33 

Beaumont  TX 

Texas  A&M  '49 

technical 

Coca-Cola 

Roberto  C  Goizueta/56 

34 

7 

Cuba 

Yale  '53 

technical 

Coca-Cola  Enterprises 

Brian  G  Dyson/52 

29 

2 

Argentina 

U  of  Buenos  Aires  '59 

finance 

Colgate-Palmolive 

Reuben  Mark/49 

25 

4 

Jersey  City  NJ 

Middlebury  '60/Harvard,  MBA  '63 

marketing 

Colorado  Natl  Bkshs 

Will  F  Nicholson  Jr*/59 

18 

3 

Colorado  Spr  CO 

MIT  '50/Denver,  MBA  '56 

banking 

Colt  Industries 

David  1  Ma/golis/58 

25 

4 

New  York  NY 

CUNY  City  Col  '50/MBA  '52 

finance 

Columbia  Gas  System 

John  H  Croom/55 

34 

4 

Fayetteville  NC 

N  Carolina  St  '54 

marketing 

Columbia  S&L  Assn 

Thomas  Spiegel/42 

11 

11 

Czechoslovakia 

USC  '65 

finance 

Combustion  Eng 

Charles  E  Hugel/59 

6 

4 

Plamf  ield  NJ 

Lafayette  '5 1 

operations 

Comcast 

Ralph  1  Roberts*/68 

26 

26 

New  York  NY 

Pennsylvania  '41 

administratioi 

Comdisco 

Kenneth  N  Pontikes*/48 

19 

19 

Chicago  IL 

Southern  Illinois  '63 

marketing 

Comerica 

Donald  R  Mandich/62 

38 

7 

West  Allis  WI 

Michigan  '46/Michigan,  MBA  '50 

banking 

Commerce  Bcshs 

David  W  Kemper/37 

10 

2 

Kansas  City  MO 

Harvard  '72/Staniord,  MBA  '76 

banking 

Commerce  Clearing 

Richard  T  Merrill/59 

35 

8 

Chicago  IL 

Missouri  '51 

administratioiH. 

Commercial  Credit 

Saniord  I  Weill/55 

2 

2 

New  York  NY 

Cornell  '55 

finance 

Commercial  Federal 

William  A  Fitzgerald/50 

33 

13 

Omaha  NE 

Creighton  '59 

banking 

Commonwealth  Ed 

James )  O'Connor/5 1 

25 

8 

Chicago  IL 

Holy  Cross  '58/Georgetown,  ID  '63 

administratioi 

Community  Psych 

James  WConte*/60 

19 

11 

Des  Plaines  IL 

Iowa  St  '50/Northwestern,  MS  '57 

administratioi 

Compaq  Computer 

Joseph  R  Canion*/43 

6 

6 

Houston  TX 

Houston  '66/Houston,  MS  '68 

technical 

Computer  Associates 

Charles  B  Wang*/43 

12 

12 

China 

CUNY  Queens  '67 

technical 

ConAgra 

Charles  M  Harper/60 

14 

12 

Lansing  Ml 

Purdue  '49/Chicago,  MBA  '50 

administratioi  ■- 

Consolidated  Edison 

Arthur  Hauspurg/62 

19 

7 

New  York  NY 

Columbia  '45/Columbia,  MS  '47 

technical        <H. 

Consol  Freightways 

Lary  R  Scott/52 

21 

t 

Cleveland  OH 

Bowling  Green  State  U  '61 

operations 

Consol  Natural  Gas 

George  A  Davidson  Jr/49 

22 

1 

Pittsburgh  PA 

Pittsburgh  '60 

technical 

Consolidated  Papers 

George  W  Mead/60 

36 

22 

Milwaukee  WI 

Yale  '50/Inst  Paper  Chem,  MS  '52 

operations 

Consolidated  Rail 

L  Stanley  Crane/72 

7 

7 

Cincinnati  OH 

George  Washington  '38 

operations 

Contel 

Donald  W  Weber/51 

24 

1 

Turtle  Creek  PA 

Duquesne  '61 

finance 

Continental  Corp 

John  P  Mascotte/49 

7 

5 

Fort  Wayne  IN 

Virginia  '64 

insurance 

Continental  Illinois 

Thomas  C  Theobald/5 1 

1 

1 

Cincinnati  OH 

Holy  Cross  '58/Harvard,  MBA  '60 

banking 

Control  Data 

Robert  M  Pnce/57 

27 

2 

New  Bern  NC 

Duke  '52/Georgia  Tech,  MS  '58 

administratioi 

% 

^f5! 

Cooper  Industries 

Robert  Cizik/57 

27 

13 

Scranton  PA 

Connecticut  '53/Harvard,  MBA  '58 

finance 

Adolph  Coors 

leffrey  H  Coors/43 

20 

3 

Greenwich  CT 

Cornell  '67/Cornell,  MS  '68 

technical 

CoreStates  Financial 

Terrence  A  Larsen/41 

11 

t 

Philadelphia  PA 

Dallas  '68/Texas  A&M,  PhD  '71 

finance 

Coming  Glass  Works 

lames  R  Houghton/52 

26 

5 

Corning  NY 

Harvard  '58/Harvard,  MBA  '62 

administratioi 

Costco  Wholesale 

Jeffrey  H  Hrotman*/45 

5 

5 

Tacoma  WA 

Washington  '64/Washington,  JD  '67 

legal 

CPC  International 

lames  R  Eiszner/60 

25 

4 

Chicago  IL 

Illinois  '50/Chicago,  PhD  '52 

sales 

C "r.iv  Research 

|ohn  A  Rollwagen/47 

13 

8 

Minneapolis  MN 

MIT  '62/Harvard,  MBA  '64 

marketing 

Crestar  Financial 

Richard  G  Tilghman  4" 

21 

3 

Norfolk  VA 

Virginia  '63 

banking 

CrOMl  ;»r.d  Savings  ! 

Maurice  L  Reissman  4 

20 

1 

Brooklyn  NY 

banking 

1'ih.n  I  (  onnell 

32 

31 

Philadelphia  PA 

sales                 j 

■    i  service 

l.nlll! 


Sales  and  profits  as  reported  In  the  Forbes  >00s  Annual  Directory  issue.  Apr  25, 1988.    -'Figures  are  for  year 
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%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock 

% 

owned 

mkt  val 

(mil) 

— Company  data1 — 
sales         profits 
(mil)           (mil) 

Company 

salary 
+  bonus           other 

stock 

gains 

total 

$911              $15 

— 

$926 

-3% 

298 

5.51% 

$93.1 

$7,429 

$113.1 

Coastal  Corp 

1,823             316 

$969 

3,107 

8 

51 

0.24 

34.3 

7,658 

916.1 

Coca-Cola 

800             118 

1,390 

2,308 

60 

78 

X 

0.1 

3,329 

88.4 

Coca-Cola  Ent 

992               34 

409 

1,436 

16 

153 

0.09 

2.4 

5,647 

54.0 

Colgate 

288               — 

— 

288 

15 

734 

1.01 

1.4 

293 

0.5 

Colo  Natl  Bkshs 

1,272 

— 

1,272 

15 

193 

% 

§ 

1,642 

75.0 

Colt  Industries 

497             431 

— 

927 

9 

297 

0.04 

0.5 

2,798 

111.3 

Columbia  Gas  Sys 

3,8602           239 

— 

4,099 

0 

35 

3.36 

4.1 

1,230 

119.3 

Columbia  S&L 

933                 8 

478 

1,419 

10 

155 

0.04 

0.4 

3,042 

56.6 

Combustion  Eng 

3372               6 

434 

777 

NA 

383 

12.28 

125.2 

309 

-9.4 

Comcast 

2,000               10 

— 

2,010 

7 

96 

21.65 

190.5 

1,208 

30.0 

Comdisco 

752               — 

— 

752 

30 

397 

0.10 

0.6 

946 

71.4 

Comerica 

388                  4 

— 

392 

28 

670 

1.09 

3.8 

452 

40.1 

Commerce  Bcshs 

365               30 

— 

394 

9 

667 

0.09 

1.0 

551 

52.8 

Commerce  Clear 

708 

— 

708 

NA 

425 

0.83 

8.6 

912 

18.3 

Commercial  Credit 

540 

— 

540 

59 

551 

0.99 

0.7 

502 

18.0 

Commercial  Fedl 

442                — 

— 

442 

15 

633 

% 

0.3 

5,674 

1,085.8 

Commonwealth  Ed 

925                51 

7,640 

8,617 

61 

10 

1.56 

16.3 

285 

60.0 

Community  Psych 

1,375                — 

— 

1,375 

NA 

162 

0.34 

6.1 

1,224 

136.3 

Compaq  Computer 

980                — 

— 

980 

NA 

278 

9.27 

125.2 

605 

79.2 

Computer  Assocs 

1,168           1,260 

477 

2,906 

11 

58 

1.31 

26.9 

9,272 

147.4 

ConAgra 

515              182 

— 

697 

7 

434 

0.01 

0.6 

5,094 

550.1 

Consol  Edison 

394               86 

— 

481 

NA 

599 

0.03 

0.3 

2,297 

74.6 

Consol  Freight 

411                72 

139 

622 

NA 

484 

0.03 

0.8 

2,322 

186.0 

Consol  Natural  Gas 

370                 3 

— 

373 

5 

681 

0.90 

13.9 

743 

95.8 

Consol  Papers 

619               11 

— 

629 

NA 

476 

+ 

0.1 

3,247 

267.0 

Conraii 

472               24 

358 

854 

NA 

326 

0.02 

0.5 

2,905 

43.0 

Contel 

826             491 

238 

1,554 

78 

140 

0.02 

0.4 

5,801 

184.7 

Continental  Corp 

650*               9 

— 

659 

NA 

456 

0.02 

0.1 

2,788 

-609.5 

Continental  111 

886             332 

— 

1,218 

7 

203 

0.22 

2.3 

3,367 

25.0 

Control  Data 

Harvard  and  Princeton  accounted  for  the  most  undergraduate  degrees  (29  each), 
followed  by  Yale  (25).  At  the  graduate  level,  Harvard  gave  out  the  most  degrees  (77). 
Cornell,  University  of  Pennsylvania  and  University  of  Michigan  were  distant  runners- up. 

880               — 

744 

1,624 

9 

130 

0.20 

5.8 

3,586 

173.8 

Cooper  Inds 

365               — 

— 

365 

-15 

684 

3 

§ 

1,351 

48.1 

Adolph  Coors 

458             136 

— 

594 

NA 

509 

0.03 

0.5 

1,449 

162.3 

CoreStates  Finl 

804                10 

— 

813 

17 

357 

0.61 

13.9 

2,084 

189.1 

Corning  Glass 

218               80 

— 

298 

NA 

728 

7.29 

23.8 

1,548 

4.5 

Costco  Wholesale 

870             383 

91 

1,345 

34 

171 

0.14 

5.7 

4,903 

354.8 

CPC  Intl 

550               15 

2,536 

3,101 

-9 

52 

0.09 

2.5 

687 

147.1 

Cray  Research 

370               17 

— 

387 

-14 

674 

0.13 

0.8 

931 

56.7 

Crestar  Finl 

452               24 

— 

476 

NA 

605 

0.31 

0.7 

1,052 

100.1 

CrossLand 

216                 1 

— 

217 

0 

768 

1.50 

15.3 

1,718 

88.3 

Crown  Cork 

'Annualized  salary. 

JLess  than  0.01%. 

§Less  than  $100,000      NA 

Not  available 
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Twenty-nine  stories 
filled  with  nothing. 

No  offices,  no  homes, 

no  stores. 

Nothing  but  elevators, 

up  and  down. 

(And  an  escalator  or  two.) 

This  strange  building  is 

the  new  Otis  test  facility, 

by  far  the  most  advanced 

of  its  kind  in  the  world. 

No  matter  what  wild  scenario 

an  engineer,  architect  or 

city  planner  might  dream  up, 

we  can  simulate  it  right  here. 

Twenty-nine  stories  filled 

with  what-ifs. 

The  companies  of 
United  Technologies 
are  working  together  to 
make  advanced  technology 
meet  any  special  need. 
From  a  diagonal  elevator 
for  the  Eiffel  Tower  to 
engines  for  a  plane  that 
will  fly  at  10,000  mph, 
from  a  car  mirror  with  a 
memory  to  a  Space  Station 
bathroom  that  works  in  zero 
gravity,  we're  sharing  ideas 
that  unite  technologies. 


UNITED 
TECHNOLOGIES 


! 

Corporate  America's 

Most  Powerful  People 

Company 

Chief  executive/age 

Tenure 
with 

lirm 

(years) 
as 
CEO 

Birthplace 

Professional 
background 

undergraduate/graduate 

CSX 

Hays  T  Watkins/62 

39 

17 

Fern  Creek  KY 

West  Kentucky  '47/No'westem,  MBA  '48 

finance 

CuHen/Frost  Bankers 

Thomas  C  Frost/60 

38 

17 

San  Antonio  TX 

Washington  &  Lee  '50 

banking 

Cummins  Engine 

Henry  B  Schacht/53 

24 

19 

Erie  PA 

Yale  '56/Harvard,  MBA  '62 

administratioi 

Dana 

Gerald  B  Mitchell/60 

44 

8 

Canada 

operations 

I 

Data  General 

Edson  D  de  CastroV49 

20 

20 

Plainfield  NJ 

Lowell  '60 

technical 

Dauphin  Deposit 

William  J  King/59 

9 

2 

Philadelphia  PA 

Pennsylvania  '74 

banking 

Dayton  Hudson 

Kenneth  A  Macke/49 

27 

5 

Templeton  LA 

Drake  '61 

retailing 

DCNY  Corp 

Ralph  F  Peters/59 

33 

7 

Mineola  NY 

Princeton  '51 

banking 

Dean  Foods 

Howard  M  Dean/5 1 

23 

1 

NA 

SMU  '60/North western,  MBA  '61 

administratio 

Deere 

Robert  A  Hanson/63 

38 

6 

Moline  IL 

Augustana  '48 

marketing 

Delmarva  Power  &  Lt 

Nevius  M  Curtis/58 

10 

7 

Holyoke  MA 

Haverford  '51 /Stanford,  MBA  '56 

administratio 

Delta  Air  Lines 

Ronald  W  Allen/46 

25 

1 

Atlanta  GA 

Georgia  Tech  '64 

administratio 

: 

Deluxe  Check 

Harold  V  Haverty/58 

34 

2 

Detroit  MI 

operations 

Deposit  Guaranty 

Emerson  B  Robinson  Jr/46 

21 

4 

Centreville  MS 

Davidson  '63/Harvard,  MBA  '67 

banking 

Detroit  Edison 

Walter  J  McCarthy  Jr/63 

25 

7 

New  York  NY 

Cornell  '49 

operations 

Diamond  Shamrock  R&M     Roger  R  Hemminghaus/5 1 

4 

1 

St  Louis  MO 

Auburn  '58 

technical 

Digital  Equipment 

Kenneth  H  01sen*/62 

31 

31 

Bridgeport  CT 

MIT  '50/MIT,  MS  '52 

technical 

Dillard  Dept  Stores 

William  T  Dillard  Sr*/73 

49 

49 

Mineral  Spr  AR 

Arkansas  '35/Columbia,  MS  '37 

retailing 

Dime  Savings  Bank  FSB 

Harry  W  Albright  (r/63 

13 

8 

Albany  NY 

Cornell  '52 

banking 

Walt  Disney 

Michael  D  Eisner/46 

4 

4 

New  York  NY 

Denison  '64 

operations 

Dominion  Bankshares 

Warner  N  Dalhouse/53 

32 

7 

Roanoke  VA 

Virginia  '56 

marketing 

Dominion  Resources 

William  W  Berry/56 

31 

5 

Norfolk  VA 

Va  Military  Inst  '54/Richmond,  MS  '64 

technical 

RR  Donnelley  &  Sons 

lohn  B  Schwemm/54 

23 

5 

Barnngton  IL 

Amherst  '56/Michigan,  ID  '59 

legal 

Dover 

Gary  L  Roubos/51 

17 

7 

Denver  CO 

Colorado  '59/Harvard,  MBA  '63 

operations 

Dow  Chemical 

Frank  P  Popoff/52 

29 

t 

Bulgaria 

Indiana  St  '59/Indiana  St,  MBA  '59 

marketing 

Dow  loiu-s 

Warren  H  Philhps/61 

41 

13 

New  York  NY 

CUNY  Queens  '47 

journalism 

Downey  S&L  Assn 

Gerald  H  McQuarne*/66 

31 

10 

Minersville  UT 

Compton  '41 

administratio 

DPL 

Peter  H  Forster/46 

15 

3 

Germany 

Wisconsin  Milw  '64/Columbia,  JD  '72 

operations 

Dresser  Industries 

(ohn  |  Murphy/56 

36 

5 

Olean  NY 

Rochester  Inst  Tech  '52/SMU,  MBA  '81 

operations 

Dreyfus 

Howard  Stein/61 

33 

17 

New  York  NY 

investment 

EI  du  Pont  de  Nemours 

Richard  E  Heckert/64 

39 

2 

Oxford  OH 

Miami  of  OH  '44/lllinois,  PhD  '49 

technical 

Duke  Power 

William  S  Lec/58 

33 

6 

Charlotte  NC 

Princeton  '51 

technical 

Dun  &  Bradstreet 

Charles  W  Montz/51 

28 

3 

Washington  DC 

Yale  '58 

marketing 

Duquesnc  Light 

Wesley  W  von  Schack/44 

4 

2 

New  York  NY 

Fordham  NA/St  John's,  MBA  NA 

finance 

E-Systems 

David  R  Tacke/65 

42 

1 

St  Louis  MO 

technical 

Eastman  Kodak 

Colby  H  Chandler/63 

38 

5 

Strong  ME 

Maine  '50/MIT,  MS  '63 

technical 

Eaton 

lames  R  Stover/61 

33 

2 

Manon  IN 

George  Washington  '55 

operations 

Ecolab 

Fienoa  M  Gneve/60 

5 

5 

Flint  MI 

Northwestern  '50 

administratio 

EG&G 

lohn  M  Kucharski/52 

16 

1 

Milwaukee  Wl 

Marquette  '58/George  Washington,  ID  '65 

technical 

Emerson  Electric- 

Charles  F  Knight/52 

15 

15 

Lake  Forest  IL 

Cornell  '58/Cornell,  MBA  '59 

administratioi 

Em  ha  it 

Peta  L  Scott/6l 

2 

2 

Bellaue  OH 

Ohio  St  '49 

administratioi 

Empire  of  America 

Paul  A  Willax/49 

21 

9 

Buffalo  NY 

Canisius  '61/SUNY  Buffalo,  MBA  '67 

banking 

Engelhard 

Onn  R  Smith/52 

11 

4 

Newark  N| 

Brown  '57/Seton  Hall,  MBA  '64 

sales 

1 

Kenneth  L  Lav/46 

4 

4 

Tyrone  MO 

Missouri  '64/Houston,  PhD  '70 

administratio; 

eh 

William  C  McCord/60 

39 

17 

San  Antonio  TX 

Texas  A&.M  '49 

technical 

•  >  [<  is  than  m\       ,  ills  service 

Sales  and  profta 

.is  reported  In  the  Forbes  500s  Aiinu.il  Director,'  issue.  Apr  25.  1988 
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%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                  (mil) 

— Company  data1 — 
sales         profits 
(mil)           (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$1,166 

$1 

$51 

$1,217 

11% 

204 

0.05% 

$2.1 

$8,043 

$432.0 

CSX 

306 

17 

— 

323 

1 

715 

3.96 

2.8 

292 

2.0 

Cullen/Frost 

485 

40 

— 

525 

8 

561 

0.08 

0.5 

2,767 

13.9 

Cummins  Engine 

661 

336 

771 

1,768 

-23 

115 

0.19 

3.0 

4,142 

144.4 

Dana 

421 

— 

— 

421 

-7 

648 

3.06 

19.7 

1,304 

-69.3 

Data  General 

357 

2 

— 

359 

53 

688 

0.06 

0.2 

262 

34.8 

Dauphin  Deposit 

930 

303 

— 

1,233 

-2 

202 

0.08 

2.5 

10,677 

228.4 

Dayton  Hudson 

1,538 

231 

— 

1,768 

7 

114 

0.37 

0.6 

277 

30.1 

DCNY  Corp 

428 

526 

149 

1,104 

NA 

238 

0.58 

4.0 

1,496 

45.4 

Dean  Foods 

481 

2 

— 

483 

6 

595 

0.03 

1.0 

4,701 

161.0 

Deere 

295 

— 

— 

295 

6 

731 

t 

0.1 

712 

79.8 

Delmarva  P&L 

401 

204 

— 

605 

NA 

501 

X 

0.2 

6,351 

232.6 

Delta  Air  Lines 

455 

54 

— 

510 

29 

572 

0.05 

1.0 

948 

148.5 

Deluxe  Check 

204 

10 

— 

214 

-13 

769 

0.38 

1.0 

318 

25.6 

Deposit  Guaranty 

451 

74 

— 

524 

20 

562 

t 

0.1 

2,857 

555.0 

Detroit  Edison 

394 

5 

— 

399 

NA 

665 

0.12 

0.4 

1,741 

9.5 

Diamond  R&.M 

906 

— 

— 

906 

20 

308 

1.93 

260.6 

10,391 

1,284.3 

Digital  Equipment 

1,110 

30 

— 

1,140 

14 

226 

0.13 

1.9 

2,206 

91.2 

Dillard  Dept 

540 

25 

— 

565 

1 

527 

0.21 

0.8 

924 

69.5 

Dime  Savings 

6,730 

12 

— 

6,742 

99 

14 

0.15 

11.2 

2,951 

455.3 

Walt  Disney 

536 

8 

— 

544 

34 

547 

0.08 

0.5 

743 

70.6 

Dominion  Bkshrs 

572 

— 

— 

572 

23 

523 

i 

0.3 

3,251 

430.5 

Dominion  Res 

659 

21 

788 

1,467 

11 

149 

0.11 

3.1 

2,483 

218.2 

RR  Donnelley 

783 

3 

467 

1,253 

20 

196 

0.06 

1.3 

1,586 

111.7 

Dover 

907 

9 

260 

1,176 

NA 

213 

0.02 

2.8 

13,377 

1,245.0 

Dow  Chemical 

700 

401 

— 

1,101 

7 

240 

0.05 

1.5 

1,314 

203.0 

Dow  Jones 

324 

— 

— 

324 

-3 

714 

12.46 

22.2 

266 

33.2 

Downey  S&L  Assn 

326 

164 

— 

489 

-29 

592 

0.02 

0.2 

938 

89.5 

DPL 

497 

— 

84 

580 

6 

520 

0.03 

0.6 

3,204 

84.4 

Dresser  Inds 

1,715 

429 

— 

2,144 

6 

86 

2.77 

30.2 

273 

95.8 

Dreyfus 

1,418 

60 

4,481 

5,959 

14 

18 

0.03 

5.4 

30,224 

1,786.0 

EI  du  Pont 

366 

103 

— 

469 

17 

611 

0.04 

1.8 

3,706 

500.2 

Duke  Power 

975 

228 

542 

1,746 

10 

118 

0.04 

2.9 

3,359 

393.0 

Dun  &  Bradstreet 

180 

— 

— 

180 

-11 

777 

0.02 

0.1 

888 

151.3 

Duquesne  Light 

837 

8 

—    ' 

846 

NA 

332 

0.19 

1.6 

1,227 

60.4 

E-Systems 

1,044 

7- 

23 

1,067 

7 

250 

t 

1.0 

13,305 

1,178.0 

Eastman  Kodak 

941 

616 

— 

1,557 

46 

139 

0.10 

1.9 

3,138 

201.2 

Eaton 

619 

— 

— 

619 

NA 

490 

0.35 

2.4 

1,020 

141.7 

Ecolab 

511 

— 

— 

511 

NA 

569 

0.03 

0.3 

1,236 

55.5 

EG&G 

1,753 

40 

— 

1,763 

37 

117 

0.12 

8.5 

6,318 

482.8 

Emerson  Electric 

1,000 

— 

— 

1,000 

0 

273 

0.33 

4.5 

2,455 

106.5 

Emhart 

375 

37 

— 

412 

-32 

656 

1.13 

0.5 

1,001 

7.6 

Empire  of  Amer 

890 

— 

— 

890 

8 

312 

0.31 

2.9 

2,479 

69.8 

Engelhard 

1,054 

69 

140 

1,262 

62 

195 

0.03 

0.5 

5,916 

5.6 

Enron 

700 

94 

16 

810 

7 

362 

0.09 

0.9 

2,770 

31.5 

Enserch 

JLess  than  0.01%.     NA:  Not 

available. 
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Company 

Chief  executive/age 

Tenure 
with 

firm 

(years) 
as 
CEO 

Birthplace 

Professional 
background 

undergraduate/graduate 

Equimark 

Alan  S  Fellheimer/45 

4 

3 

Philadelphia  PA 

Temple  '68/Temple,  JD  '71 

legal 

Equitable  Bancorp 

H  Grant  Hathaway /60 

33 

7 

New  York  NY 

banking 

Ethyl 

Floyd  D  Gottwald  Jr/65 

45 

18 

Richmond  VA 

Va  Military  Inst  '43/Richmond,  MS  '51 

administratit: 

Exxon 

Lawrence  G  Rawl/60 

36 

1 

Lyndhurst  NJ 

Oklahoma  '52 

technical 

Far  West  Financial 

Fred  Kayne/50 

1 

t 

Chicago  IL 

MIT '60 

banking 

Farm  &  Home  Savings 

Donald  F  Roby/59 

2 

2 

Osceola  LA 

Drake  '50 

administratic  1 1 

Farmers  Group 

Leo  E  Denlea  Jr/56 

7 

2 

Brooklyn  NY 

Villanova  '54/Pennsylvania,  MBA  '59 

finance 

Federal  Express 

Frederick  W  Smith743 

17 

17 

Marks  MS 

Yale  '66 

technical 

Federal  Natl  Mortgage 

David  O  Maxwell/58 

7 

7 

Philadelphia  PA 

Harvard  '55 

legal 

Federal  Paper  Board 

John  R  Kennedy/57 

37 

13 

New  York  NY 

Georgetown  '52 

sales 

Federated  Dept  Strs 

Howard  Goldieder/62 

41 

7 

New  York  NY 

Tufts  '47 

retailing 

Fieldcrest  Cannon 

loseph  B  Ely  11/49 

11 

3 

Boston  MA 

Boston  U  '65 

operations 

Fifth  Third  Bancorp 

Clement  L  Buenger/62 

19 

7 

Fort  Thomas  KY 

Xavier  '50 

banking 

Fin!  Cp  Santa  Barbara 

Philip  R  Bnnkerhoff/45 

3 

3 

Wilmington  NC 

Bngham  Young  '66/Harvard,  JD  '69 

finance 

Finl  Corp  of  Amer 

William  I  Popejoy/50 

4 

4 

Vallejo  CA 

Cal  St  Sacramento  '61 /MA  '62 

banking 

Fireman's  Fund 

|ohn  J  Byrne/55 

3 

3 

Passaic  NJ 

Rutgers  '54/Michigan,  MS  '59 

insurance 

Firestone 

John )  Nevin/61 

8 

8 

Jersey  City  NJ 

Calif  Berkeley  '50/Harvard,  MBA  '52 

marketing 

First  Alabama  Bcshs 

WillardL  Hurley/61 

30 

4 

Gainesville  GA 

Huntingdon  '50 

banking 

First  American 

Kenneth  L  Roberts/55 

12 

11 

Dungannon  VA 

Vanderbilt  '59 

banking 

First  Bncp  Ohio 

Howard  L  Flood/ 53 

25 

3 

Staten  Island  NY 

banking 

First  Bank  System 

Dewalt  H  Ankeny  (r/55 

21 

3 

Minneapolis  MN 

Dartmouth  '54/Dartmouth,  MBA  '55 

banking 

First  Boston 

Peter  T  Buchanan/53 

32 

5 

Orange  NJ 

Princeton  '56 

investment 

First  Capital 

Frank  R  Day/50 

30 

12 

Aberdeen  MS 

Mississippi  '53 

banking 

First  Chicago 

Barry  F  Sullivan/57 

8 

8 

Bronx  NY 

Columbia  '55/Chicago,  MBA  '57 

banking 

First  Citizens  Bcshs 

Lewis  RHolding/60 

35 

31 

Smithfield  NC 

N  Carolina  '50/Harvard,  MBA  '52 

finance 

First  City  Bancorp 

A  Robert  Abboud/59 

1 

Boston  MA 

Harvard  '56/Harvard,  MBA  '58 

banking 

First  Columbia  Finl 

Thomas  D  Klingcnstein/34 

* 

t 

Philadelphia  PA 

Williams  76 

banking 

First  Commerce 

Ian  Amof/48 

10 

5 

Memphis  TN 

Vanderbilt  '61/Harvard,  MBA  '63 

banking 

First  Empire  Stan 

Robert  G  Wilmers/54 

6 

5 

New  York  NY 

Harvard  '56 

banking 

First  Executive 

Fred  Carr/57 

14 

14 

Los  Angeles  CA 

I 
finance 

First  Federal  Mich 

lames  A  Aliber/63 

31 

11 

Detroit  MI 

Michigan  '47 

banking 

First  Fidelity  Bncp 

Harold  WPote/41 

16 

4 

Philadelphia  PA 

Princeton  '68/Harvard,  MBA  72 

banking 

First  Florida  Banks 

A  Bronson  Thayer/48 

6 

5 

Mineola  NY 

Harvard  '61 /NYU,  MBA  '67 

finance 

First  Hawaiian 

(ohnDBellinger/65 

46 

19 

Honolulu  HI 

banking 

First  Interstate  Bncp 

Joseph  (  Pinnla/63 

12 

10 

1'ittston  PA 

Bucknell  '49 

banking 

First  Kentucky  Natl 

A  Stevens  Miles/58 

34 

13 

Louisville  KY 

Washington  &  Lee  '5 1 

banking 

Firs'  Maryland  Bncp 

sVVColeJr/52 

27 

4 

Baltimore  MD 

Washington  &  Lee  '59/Maryland,  JD  '62 

banking 

First  National  Cim 

W  Waddell/57 

31 

5 

Covington  KY 

Duke  '54/Rutgers,  JD  '69 

banking 

First  o!     .        i a  Bank. 

Smith/54 

32 

3 

Kalamazoo  MI 

Western  Michigan  '55 

banking 

First  Pe:              nia 

38 

9 

Westmont  N[ 

Pennsylvania  '50 

banking 

First  Repui          nk 

Albi            iey/68 

t 

t 

Boston  MA 

Harvard  '43/Harvard,  MBA  '48 

finance 

First  Security 

Spen 

29 

7 

Ogden  UT 

Utah  '56/Columbia,  MA  '59 

banking 

First  Tennessee  1      1 

Ronali 

31 

15 

Memphis  TN 

Memphis  St  '52 

banking 

First  Union 

Edwai.                        ,]  |r/46 

23 

4 

Dearborn  MI 

Davidson  '63/Pennsylvania,  MBA  '65 

banking 

First  Virginia  Banks 

Robert 

33 

3 

West  Mineral  KS 

Kansas  '50 

banking 

■  '      ounder.     (NewCEO.lessi            mo      •  service 

ire  tni  warn                       •  Director 

'sales  anil 

s  feesonl] 

profits  as  reported  In  the  Forbes  500s  Annual  Directory  issue.  Apr  25. 1988.    •'New  CEO  in  1988,   1 
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%  change 

salary 

+  bonus 

Rank 

among 
800  execs 

Stock  owned 

mkt  val 
%                (mil) 

— Company  data1 — 
sales         profits 
(mil)         (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$732 

$54 

— 

$785 

16% 

379 

0.07% 

$1.4 

$1,796 

$176.6 

1st  Wachovia 

290 

3 

$393 

685 

NA 

438 

0.25 

1.2 

705 

-49.1 

1st  Wisconsin 

620 

213 

— 

833 

NA 

343 

0.04 

1.0 

2,536 

185.1 

Fleet/Norstar 

614 

— 

— 

614 

NA 

496 

18.27 

90.2 

1,381 

45.8 

Fleetwood 

687 

4 

— 

691 

11 

436 

0.13 

1.0 

8,608 

49.5 

Fleming  Cos 

205 

— 

— 

205 

NA 

773 

35.45 

319.8 

130 

41.8 

FlightSafety 

NA2 

— 

— 

— 

NA 

— 

+ 

§ 

493 

-34.2 

Florida  Federal 

245 

— 

— 

245 

-1 

759 

9.12 

32.4 

686 

32.5 

Florida  Natl 

497 

— 

— 

497 

-4 

580 

0.05 

0.9 

1,958 

187.8 

Florida  Progress 

1 

450 

20 

— 

470 

0 

610 

0.44 

6.2 

4,061 

61.8 

Fluor 

We're  not  sure  what  to  make  of  this,  but  New  York  City  was  the  birthplace  of 
the  most  chief  executives  on  our  list  (59).  Runners- up:  Chicago  (28),  followed 
by  Boston,  Brooklyn,  and  Philadelphia  (with  18  each). 

937 

73 

— 

1,010 

0 

270 

1.13 

13.3 

3,139 

191.2 

FMC 

470 

30 

— 

500 

10 

577 

0.87 

32.4 

2,954 

85.8 

Food  Lion 

3,730 

50 

— 

3,779 

94 

39 

0.03 

6.8 

73,145 

4,625.2 

Ford  Motor 

776 

54 

1,087 

1,917 

29 

104 

0.14 

3.4 

1,758 

157.7 

Fort  Howard 

432 

— 

— 

432 

NA 

638 

1.25 

1.1 

262 

14.0 

Fortune  Finl 

535 

116 

— 

651 

20 

461 

0.03 

1.2 

5,469 

402.9 

FPL  Group 

934 

742 

— 

1,676 

49 

124 

0.72 

13.8 

1,514 

248.8 

Freeport-McMoRan 

7003 

5 

— 

705 

0 

427 

7.82 

140.7 

837 

100.1 

GAF 

1,075 

18 

252 

1,345 

20 

170 

0.04 

1.9 

3,079 

319.4 

Gannett 

1,147 

— 

— 

1,147 

19 

223 

26.39 

222.4 

1,062 

69.6 

Gap 

726 

211 

357 

1,294 

-3 

187 

0.63 

12.9 

1,580 

163.0 

Geico 

808 

6,908 

— 

7,716 

12 

12 

0.11 

0.6 

1,619 

475.0 

GenCorp 

511 

— 

— 

511 

58 

568 

4.91 

142.9 

219 

42.2 

Genentech 

723 

2 

— 

725 

15 

413 

25.34 

324.9 

1,356 

81.6 

General  Cinema 

1,082 

65 

— 

1,147 

44 

224 

t 

0.1 

9,344 

437.3 

General  Dynamics 

2,057 

— 

10,574 

12,631 

25 

7 

0.01 

3.8 

39,315 

2,119.0 

General  Electric 

444 

— 

— 

444 

NA 

631 

0.40 

4.1 

1,104 

-43.7 

General  Instnun 

1,303 

19 

— 

1,322 

12 

179 

0.11 

4.6 

5,549 

249.8 

General  Mills 

867 

56 

513 

1,436 

-20 

152 

t 

3.8 

101,782 

3,550.9 

General  Motors 

668 

5 

— 

674 

72 

445 

0.02 

0.3 

2,673 

259.1 

General  Pub  Util 

835 

9 

— 

845 

NA 

333 

t 

0.3 

3,448 

489.6 

General  Re 

NA2 

— 

— 

— 

NA 

— 

X 

§ 

1,603 

69.4 

General  Signal 

655 

— 

— 

655 

28 

458 

0.98 

29.0 

2,606 

148.3 

Genuine  Parts 

800 

— 

— 

800 

NA 

368 

8.24 

67.1 

707 

91.7 

Georgia  Gulf 

900 

21 

2,336 

3,257 

-34 

46 

0.07 

2.8 

8,603 

458.0 

Georgia-Pacific 

605 

— 

— 

605 

NA 

502 

23.32 

39.3 

1,314 

15.0 

Getty  Petroleum 

991 

— ' 

— 

991 

0 

276 

4.65 

51.5 

2,697 

63.4 

Giant  Food 

350* 

— 

— 

350 

NA 

694 

0.01 

§ 

1,116 

-131.0 

Gibraltar  Finl 

890 

45 

3,489 

4,423 

11 

32 

0.19 

9.1 

3,167 

229.9 

Gillette 

503 

12 

101 

617 

NA 

493 

0.05 

0.3 

2,123 

140.2 

denied 

•Annualized  salary. 

*Less  than  0  01%. 

§Less  than  $100,000     NA: 

Not  available 
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The  best  way  to  le 
through  next  Mond 


IHU  OS/2  mil 
bring  superb 
icnif>hi<  niul 
multi-tusking 
capabilities  In  tin- 
PS/2  as  sltoivn 


L.-.l 


i 


immmmi 


\    V"  \ 


-■*. 


3ars  ahead  and 


the  same  time. 


Every  business  person  worth  his  or  her  salt 
cnows  you  have  to  prepare  for  the  future.  They  also 
oiow  the  only  way  to  get  to  the  future  is  by  getting  a 
pip  on  business  now. 

That  is  precisely  the  point  of  the  IBMJ  Personal 
5ystem/2s  family. 

In  fact,  the  real  beauty  of  the  PS/2Mesign  is 
Jiat  it  has  enabled  us  to  satisfy  many  of  your  imme- 
liate  needs,  while  still  focusing  on  the  bigger  picture. 

For  improving  performance, 
there's  no  time  like  the  present 

The  PS/2  was  designed  to  bring  advanced 
:echnology  to  your  desk  now. 

It  runs  DOS  applications  you're  running  now, 
like  Lotus1 1-2-3 6  spreadsheet  and  Display  Write™  4 
word  processing  program. 

And  it  runs  them  faster— from  117%  to  more 
than  850%  faster,  in  tested  applications*  depending 
3n  the  model  you  choose. 

The  PS/2  family  also  gives  you  more  standard 
features  than  other  systems. 

In  fact,  graphics,  along  with  communication, 
printer,  and  pointing  device  ports,  are  built  right 
in.  That  can  save  you  money  later  on.  And  it 
gives  you  the  convenience  you'll  need  in  the 
future.  Right  now. 

All  of  those  features  were  designed  to 
satisfy  your  present  need  for  power  and 
graphics.  And  they  do.  Which  is  why  the 
Personal  System/2  family  is  selling  faster 
than  any  computers  in  history. 

But  satisfying  your  current  needs 
was  only  part  of  the  plan. 

The  PS/2  was  also  intended  to 


I 


offer  you  an  entirely  new  way  of  protecting  the  life  of 
vour  investment 

J 

IBM  puts  the  future  of  computing 
in  vour  hands. 

If  the  IBM  PS/2  is  the  best  way  to  get  a  handle 
on  business  today,  the  PS/2  combined  with  the  IBM 
Operating  System/2™ program  could  completely 
redefine  your  ideas  about  computing  in  the  future. 

In  fact,  we  at  IBM  believe  OS/2™  is  the  future 
of  personal  computing. 

OS/2  (together  with  our  models  employing 
PS/2  Micro  Channel™  architecture)  boosts  pro- 
ductivity levels  even  higher— up  to  65%  over  DOS. 
It  manages  large  memory  to  run  several  jobs  at 
once,  including  multiple  spreadsheets. 

OS/2  also  ensures  that  you'll  always  be  able  to 
run  DOS-based  programs. 

And,  even  more  important,  it  has  impressed 
software  manufacturers  enough  for  them  to  invest 
their  time  and  resources,  developing  many  new 
applications  to  take  advantage  of  the  power  of  OS/2. 

So  call  your  IBM  Marketing  Representative. 
Or  call  1-800-447-4700  for  the 
name  of  vour  nearest  IBM 

J 

{^mmmm      authorized  dealer. 
Learn  more 
about  the  IBM  PS/2 
and  OS/2. 
And  learn 
how  to  make  your  day- 
to-day  operation  more 
efficient  while  keeping 
a  close  eye  on  the 
bigger  picture. 


"Abw  I've  got  a  jump  on  my 
competition, 


>s?s.  The  Bigger  Picture 


jsed  on  performance  test  results  published  in  the  April,  1987  and  January,  1988  issues  of  PC  Digest,  comparing  the  PS/2  Models  30. 50, 60  and  80  to  the  IBM  PC  XT,  running  Lotus  1-2-3  and  DisplayWnte  4. 
lis  simulated  screen  shown  was  developed  using  the  IBM  Storyboard  Plus  program.  IBM,  Personal  System/2  and  PS/2  are  registered  trademarks;  PC  XT,  Operating  System/2,  OS/2,  MicroChannel  and 
playwrite  are  trademarks  of  IBM  Corporation.  Lotusand  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation.  ©IBM  1988 
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Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Professional 
background 

undergraduate/graduate 

Golden  Nugget 

Stephen  A  Wynn/46 

15 

15 

NA 

Pennsylvania  NA 

admimstratio 

Golden  West  Finl 

Herbert  M  Sandler*2/56 

25 

25 

New  York  NY 

CUNY  City  Col  '51/Columbia,  JSD  '54 

finance 

Goldome 

Ross  B  Kenzie/56 

9 

8 

Prattsburg  NY 

US  Military  Acad  '53 

finance 

BF  Goodrich 

John  D  Ong/54 

27 

9 

UhrichsvUle  OH 

Harvard  '57/Ohio  St,  MA  '54 

operations 

Goodyeai 

Robert  E  Mercer/64 

41 

5 

Elizabeth  NJ 

Yale  '47 

admimstratio 

WR  Grace 

J  Peter  Grace/75 

52 

43 

Manhasset  NY 

Yale  '36 

finance 

WW  Grainger 

David  W  Grainger/60 

38 

14 

Chicago  IL 

Wisconsin  Milwaukee  '50 

administratio 

Gt  Am  First  Savings 

Gordon  C  Luce/62 

18 

18 

San  Diego  CA 

Stanford  '50/Stanford,  MBA  '52 

admimstratio 

Great  A&P  Tea 

James  Wood/58 

8 

8 

England 

retailing 

Great  Lakes  Bancorp 

Roy  E  Weber/59 

38 

19 

Ann  Arbor  MI 

banking 

Great  Lakes  Chemical 

Emerson  Kampen/60 

37 

11 

Kalamazoo  MI 

Michigan  '51 

operations 

Gt  Northern  Nekoosa 

William  R  Laidig/61 

38 

4 

Sterling  IL 

Marquette  '49 

administratio 

Gt  Western  Financial 

James  F  Montgomery/53 

13 

9 

Topeka  KS 

UCLA  '57 

finance 

Greater  NY  Savings 

Frank  Wille/57 

7 

7 

New  York  NY 

Harvard  '56/NYU,  LLM  '60 

legal 

Greyhound 

John  W  Teets/54 

24 

7 

Elgin  IL 

administratio 

Grumman 

John  O'Bnen/57 

34 

T 

New  York  NY 

SUNY  Farmingdale  '51 

technical 

GTE 

James  L  Johnson/61 

39 

T 

Vernon  TX 

Texas  Tech  '49 

finance 

Gulf  &  Western 

Martin  S  Davis/61 

30 

5 

New  York  NY 

marketing 

Gulf  States  Utils 

E  Linn  Draper  Jr/46 

9 

2 

Houston  TX 

Rice  '65/Comell,  PhD  '70 

technical 

Halliburton 

Thomas  H  Cruikshank/56 

19 

5 

Lake  Charles  LA 

Rice  '52/Houston,  MA  '55 

legal 

Hanover  Insurance 

William  J  O'Brien/55 

17 

8 

Yonkers  NY 

Fordham  '54 

insurance 

Harcourt  Brace 

William  Jovanovich/68 

41 

33 

Louisville  CO 

Colorado  '41 

administratio 

Harris  Corp 

lohn  T  Hartley/58 

32 

2 

Jacksonville  FL 

Auburn  '55 

operations 

Hasbro 

Stephen  D  Hassenfeld/46 

25 

8 

Providence  RI 

operations 

HJ  Heinz 

Anthony  |  F  O'Reilly/52 

19 

9 

Ireland 

Indiana  St  '58/U  of  Bradford,  PhD  '80 

legal 

Henley  Group 

Michael  I)  Dingman.  56 

18 

IS 

New  Haven  CT 

operations 

Hercules 

David  S  Hollingsworth/60 

40 

1 

Wilmington  DE 

Lehigh  '48 

technical 

Hershey  Foods 

Richard  A  Zimmerman/ 56 

30 

4 

Lebanon  PA 

Penn  St  '53 

operations 

Hewlett-Packard 

John  A  Young/56 

30 

10 

Nampa  ID 

Oregon  St  '53/ Stanford,  MBA  '58 

technical 

Hibernia 

Martin  C  Miler/54 

15 

15 

Mason  City  IA 

Wm  &  Mary  '57/Pennsylvania,  MBA  '59 

banking 

Hillenbrand  Inds 

Daniel  A  Hillenbrand  64 

43 

16 

Batesville  IN 

administratio 

Hills  Dipt  Stores 

Stephen  A  Goldberger  45 

17 

2 

NA 

administratio 

Hilton  Hotels 

Barron  Hilton/60 

34 

22 

Dallas  TX 

administratio 

Himont 

Alexander  1  e.iai  en  '^ 

1 

1 

Italy 

Virginia  Polytech  '42 

technical 

Holiday 

Michael  I)  Rose/46 

14 

7 

Akron  OH 

Cincinnati  '63/Harvard,  JD  '66 

operations 

Holly  Farms 

R  Lee  Taylor  11  46 

22 

6 

Memphis  TN 

Princeton  '64 

administratio 

Home  Depot 

Bernard  Marcus*/59 

10 

10 

irk  N| 

Rutgers  '54 

administratio 

Home  Federal  S&L 

Kim  Fletchcr/60 

38 

19 

Los  Angeles  CA 

Stanford  '50 

finance 

Home  Group 

Marshall  Manley/48 

3 

1 

Newark  NJ 

CUNY  Brooklyn  '62/NYU,  JD  '65 

legal 

Hoim-stake  Mining 

l  i.ii t \  M  Conger/57 

13 

9 

Seattle  WA 

Colo  Seh  Mines  '55 

technical 

Homestead  Financial 

Lawrence  Weissbtrg/67 

28 

28 

New  York  NY 

banking 

Honeywell 

Jame*  1  Remer/58 

32 

1 

Duluth  MN 

Col  of  St  Thomas  '51  /Iowa  St,  PhD  '55 

technical 

Horizon  Bancurp 

William  J  Shepherd/62 

23 

12 

Richmond  Hill  NY  Rutgers  '48/NYU,  MBA  '57 

banking 

\  Hnriml 

Richard  L  Knowlton/55 

40 

7 

Austin  MN 

Colorado  '54 

marketing 

:  Corp 

Thomas  F  Prist  |r*  49 

20 

6 

Nashville  TN 

Vanderbilt  61  Washington,  MD  '65 

admimstratio 

i  i,    i|j 

'Sales  and 

pn  ifics  a 

reported  in  the  1 1  irbes  500s  Annual  Directory  issue',  Apr  25, 1988.    * 

Office  jointly  heli 
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^■^^^■■■■■l^^^^^l 

%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 

%                 (mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

S800 

$4 

$847 

$1,650 

NA 

127 

16.92% 

$45.5 

$194 

$137.5 

Golden  Nugget 

702 

— 

— 

702 

39% 

430 

7.41 

62.8 

1,274 

151.6 

Golden  West  Finl 

566 

63 

— 

629 

NA 

477 

0.44 

0.4 

1,425 

0.3 

Goldome 

849 

259 

— 

1,108 

12 

236 

0.16 

2.1 

2,168 

79.2 

BF  Goodrich 

1,252 

— 

— 

1,252 

33 

197 

0.02 

0.6 

9,905 

770.9 

Goodyear 

1,200 

22 

343 

1,564 

21 

137 

0.37 

8.6 

4,515 

160.5 

WR  Grace 

615 

87 

— 

702 

21 

429 

10.47 

187.0 

1,321 

90.5 

WW  Grainger 

733 

4 

— 

737 

22 

403 

0.08 

0.2 

1,419 

87.9 

Great  Am  First 

1,985 

29 

— 

2,014 

6 

94 

0.03 

0.4 

9,532 

103.4 

Great  A&P  Tea 

363 

— 

— 

363 

45 

685 

1.08 

0.8 

305 

20.2 

Great  Lakes  Bncp 

546 

— 

— 

546 

NA 

544 

0.78 

8.1 

478 

55.5 

Great  Lakes  Chem 

590 

210 

— 

800 

26 

367 

0.07 

1.6 

2,589 

200.6 

Gt  Nrthn  Nekoosa 

1,129 

1,127 

— 

2,256 

4 

81 

0.15 

2.6 

3,969 

210.1 

Gt  Western  Finl 

543 

15 

— 

558 

NA 

531 

0.36 

0.3 

227 

13.8 

Greater  NY  Svgs 

1,347 

— 

— 

1,347 

28 

167 

0.22 

2.5 

2,501 

31.3 

Greyhound 

375 

— 

— 

375 

NA 

679 

0.07 

0.5 

3,325 

0.7 

Grumman 

790 

74 

— 

864 

NA 

323 

+ 

0.6 

15,421 

1,118.8 

GTE 

2,299 

965 

— 

3,264 

-1 

45 

0.67 

30.5 

4,775 

349.9 

Gulf  &  Western 

300 

9 

— 

309 

23 

718 

0.01 

0.1 

1,433 

241.1 

Gulf  States 

600 

5 

— 

605 

0 

503 

0.07 

2.6 

3,373 

48.1 

Halliburton 

273 

16 

— 

289 

19 

733 

0.16 

0.7 

1,411 

111.7 

Hanover  Ins 

1,221 

27 

— 

1,248 

41 

198 

2.42 

12.7 

1,518 

83.4 

Harcourt  Brace 

733 

86 

— 

820 

16 

352 

0.04 

0.5 

2,084 

92.2 

Harris  Corp 

990 

146 

— 

1,136 

-16 

228 

3.96 

30.4 

1,345 

48.2 

Hasbro 

1,026 

1,462 

— 

2,488 

2 

65 

0.19 

10.1 

5,088 

378.5 

HJ  Heinz 

1,085 

— 

— 

1,085 

3 

245 

1.68 

36.8 

3,516 

-278.0 

Henley  Group 

660 

25 

— 

685 

NA 

439 

0.04 

0.9 

2,693 

820.7 

Hercules 

650 

10 

— 

660 

14 

454 

0.15 

3.2 

2,434 

148.2 

Hershey  Foods 

1,099 

721 

256 

2,076 

19 

90 

0.04 

6.8 

8,542 

707.0 

Hewlett-Packard 

909 

103 

— 

1,012 

-5 

269 

0.51 

2.2 

464 

46.5 

Hibemia 

860 

51 

— 

911 

14 

307 

2.98 

37.3 

725 

57.4 

Hillenbrand  Inds 

735 

— 

— 

735 

NA 

405 

7.24 

13.4 

1,514 

20.2 

Hills  Dept  Stores 

808 

— 

— 

808 

20 

363 

3.56 

74.8 

815 

139.9 

Hilton  Hotels 

260* 

1 

— 

261 

NA 

750 

0.16 

4.4 

1,278 

240.3 

Himont 

'  800 

224 

— 

"    1,024 

32 

265 

2.64 

18.1 

1,663 

114.8 

Holiday 

300 

— - 

— 

300 

18 

726 

1.27 

6.5 

1,524 

43.4 

Holly  Farms 

1,312 

25 

— 

1,337 

NA 

174 

5.53 

72.9 

1,454 

54.1 

Home  Depot 

617 

4 

— 

621 

13 

487 

0.05 

0.2 

1,258 

100.3 

Home  Federal  S&L 

1,756 

7 

— 

1,763 

10 

116 

0.41 

1.7 

2,495 

172.2 

Home  Group 

543 

181  ' 

— 

724 

27 

414 

0.41 

5.8 

306 

146.4 

Homestake  Mining 

618 

23 

1,330 

1,971 

-40 

99 

23.37 

16.7 

510 

24.7 

Homestead  Finl 

861 

42 

171 

1,074 

NA 

249 

0.04 

1.2 

6,679 

253.7 

Honeywell 

401 

221 

— 

622 

23 

485 

0.48 

2.7 

370 

44.5 

Horizon  Bancorp 

798 

17 

— 

815 

14 

355 

0.10 

1.0 

2,428 

53.7 

Geo  A  Hormel 

458 

247 

633 

1,337 

53 

173 

1.23 

30.2 

4,676 

-58.4 

Hospital  Corp 

'Annualized  salary 

JLess  than  0.01%. 

NA  Not  available. 
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Corporate  America's  Most  Powerful  People 


Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Education 

undergraduate/graduate 

Professional 
background 

Household  Intl 

Donald  C  Clark/56 

33 

6 

Brooklyn  NY 

Clarkson  '53/North western,  MBA  '61 

finance 

Houston  Industries 

Don  D  Jordan/56 

32 

11 

Corpus  Chnsti  TX 

Texas  '54/S  Texas  Col  of  Law,  JD  '69 

legal 

Howard  Savings  Bank 

Donald  F  McCormick/57 

14 

6 

East  Orange  NJ 

N  Carolina  '53 

banking 

Hubbell 

G  JRatcliffeJr/51 

14 

t 

Charleston  WV 

Virginia  '61 

legal 

Humana 

David  A  Jones*/56 

27 

27 

Louisville  KY 

Louisville  '54/Yale,  JD  '60 

legal 

Huntington  Bshs 

Frank  Wobst/54 

14 

7 

Germany 

U  of  Erlangen  '55/Rutgers,  MBA  '64 

banking 

IC  Industries 

Karl  D  Bays/54 

1 

1 

Loyall  KY 

Eastern  Kentucky  '55/Indiana,  MBA  '58 

operations 

ICH 

Robert.  TSba.  ,54 

23 

13 

McCrory  AR 

insurance 

Illinois  Power 

Wendell  J  Kelley/62 

39 

22 

Champaign  IL 

Illinois  '49 

technical 

Illinois  Tool  Works 

John  D  Nichols/57 

8 

6 

China 

Harvard  '53/Harvard,  MBA  '55 

operations 

Imperial  Corp  of  Am 

Kenneth  J  Thygerson/42 

3 

3 

Chicago  IL 

Northwestern  '67/Northwestem,  PhD  '72 

finance 

IMS  International 

Robert  Louis-Dreyfus/41 

15 

6 

France 

Ecole  des  Cadres  '69/Harvard,  MBA  '73 

marketing     | 

1 

Independence  Bancorp 

R  Roy  Hager/57 

38 

6 

Perkasie  PA 

banking 

Indiana  National 

Thomas  M  Miller/58 

34 

7 

Corydon  IN 

Indiana  '52 

banking 

Ingersoll-Rand 

Thomas  A  Holmes/64 

38 

7 

Wilmington  MA 

Missouri  Sch  Mines  '50 

operations 

Inland  Steel  Inds 

Frank  W  Luerssen/60 

36 

5 

Reading  PA 

Perm  St  '50/Lehigh,  MS  '51 

technical 

Integrated  Resources 

Selig  A  Zises*/46 

20 

20 

Brooklyn  NY 

NYU '65 

finance 

Intel 

Andrew  S  Grove/5 1 

20 

1 

Hungary 

CUNY  City  C  '60/Calii  Berkeley,  PhD  '63 

technical 

Interco 

Harvey  Saligman/49 

12 

5 

Philadelphia  PA 

Phil  Col  Textiles  '60 

administratu 

Intergraph 

James  W  Meadlock754 

19 

19 

Taylorsville  NC 

N  Carolina  St  '56 

technical 

IBM 

John  F  Akers/53 

28 

3 

Boston  MA 

Yale  '56 

marketing 

Intl  Flavors  &  Frags 

Eugene  P  Gnsanti/58 

28 

3 

Buffalo  NY 

Boston  U  '53/Harvard,  LLM  '54 

legal 

Intl  Minerals  &  Chem 

George  D  Kennedy/62 

17 

5 

Pittsburgh  PA 

Williams  '47 

administratic 

Intl  Multifoods 

Andre  Gillet/61 

37 

4 

France 

U  of  Pans  '47 

administrate 

International  Paper 

John  A  Georges/57 

9 

4 

El  Paso  TX 

Illinois  '51/Drexel,  MS  '57 

technical 

Ipalco  Enterprises 

Zane  G  Todd/64 

37 

12 

Hanson  KY 

Purdue  '51 

operations 

Irving  Bank 

Joseph  A  Rice/63 

21 

4 

Craniord  NJ 

Rensselaer  Polytech  '49/NYU,  MA  '68 

finance 

ITT 

Rand  V  Araskog/56 

22 

9 

Fergus  Falls  MN 

US  Military  Acad  '53 

administratu 

lames  River  Corp  Va 

Brenton  S  Halsey*/61 

19 

19 

Newport  News  VA 

Virginia  '52 

technical 

Jefferson-Pilot 

W  Roger  Soles/67 

41 

21 

Whiteville  NC 

N  Carolina  '47 

investment 

$2l*^- 

JVJJ^*- 

lefferson  Smurlii 

Michael  W  J  Smurfit  M 

33 

11 

England 

operations 

lohnson  &  lohnson 

James  E  Burke/63 

35 

12 

Rutland  VT 

Holy  Cross  47/Harvard,  MBA  '49 

marketing 

Johnson  Controls 

James  H  Keyes/47 

22 

t 

La  Crosse  WI 

Marquette  '62/Northwestern,  MBA  '63 

finance 

Jostens 

H  William  Lurton/58 

33 

16 

Greenwich  CT 

Pnncipia  '51 

sales 

K  mart 

Joseph  E  Antonini/46 

24 

1 

Morgantown  WV 

West  Virginia  '64 

retailing 

KaiserTech 

James  S  Pasman  Jr/57 

1 

Maplewood  NJ 

Upsala  Coll  NA/NYU,  MBA  NA 

administratio 

Kansas  City  P&L 

Arthur  |  Doyle/64 

15 

9 

Boston  MA 

Boston  C  '46/Boston  C,  JD  '49 

legal 

Kansas  Gas  &  Elec 

Wilson  K  Cadman/60 

37 

7 

Wichita  KS 

Wichita  St '51 

administratio 

Kansas  Power  &  Light 

David  S  Black/59 

9 

1 

Everett  WA 

Washington  '54 

legal 

'  kaufrn.in  &  Broad 

Eh  Broad"  =.4 

31 

31 

New  York  NY 

Michigan  St  '54 

finance 

ess  than  sfa               service 
units  vested  In 

'Sates  .md 

profits  .■••  reported  In  the  Forbes  500s  Annual  Directory  Issue,  Apr  2S.  1988. 

2Tocal  does  no 

FORBES 

MAY  30,  198. 

^^■^^■■^^■^^^^^^H 

%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

— Company  data1 — 
sales         profits 
[mil)           (mil) 

Company 

salary 

.  +  bonus 

other 

stock 
gains 

total 

S972 

$41 

— 

$1,013 

-12% 

268 

0.17% 

$3.2 

$3,441 

$221.5 

Household  Intl 

663 

11 

— 

674 

17 

444 

0.03 

1.0 

3,628 

435.0 

Houston  Inds 

471 

154 

$136 

761 

23 

394 

0.10 

0.3 

424 

34.9 

Howard  Savings 

373 

2 

261 

636 

NA 

473 

0.22 

2.0 

581 

62.5 

Hubbell 

867 

81 

— 

948 

61 

288 

2.90 

72.5 

3,064 

192.7 

Humana 

609 

13 

— 

622 

-2 

486 

0.54 

3.7 

784 

47.8 

Huntington  Bshs 

650 

— 

— 

650 

NA 

462 

0.31 

11.8 

4,027 

251.7 

IC  Industries 

1,097 

— 

— 

1,097 

NA 

241 

11.79 

42.2 

2,412 

141.6 

ICH 

355 

— 

— 

355 

9 

691 

0.02 

0.2 

1,220 

289.6 

Illinois  Power 

1        606 

11 

335 

952 

9 

286 

0.52 

10.2 

1,698 

106.2 

111  Tool  Works 

806 

14 

— 

820 

8 

351 

0.22 

0.3 

1,078 

50.5 

Imperial  Corp  Am 

550 

— 

— 

550 

43 

538 

0.22 

3.3 

429 

59.6 

IMS  Intl 

355 

— 

— 

355 

NA 

690 

0.06 

0.1 

249 

26.8 

Independence  Bncp 

426 

588 

190 

1,204 

-5 

208 

0.54 

2.6 

476 

27.1 

Indiana  National 

1,064 

197 

427 

1,689 

20 

121 

0.09 

1.7 

2,648 

107.9 

Ingersoll-Rand 

645 

21 

80 

746 

41 

399 

0.04 

0.5 

3,453 

111.7 

Inland  Steel 

1,113 

26 

— 

1,139 

10 

227 

5.36 

6.9 

1,078 

53.4 

Integrated  Res 

674 

53 

— 

727 

NA 

410 

0.13 

6.9 

1,907 

175.5 

Intel 

710 

— 

— 

710 

16 

424 

0.34 

5.0 

3,200 

139.4 

Interco 

178 

— 

— 

178 

2 

778 

6.86 

102.5 

641 

69.9 

Intergraph 

841 

— 

— 

841 

18 

336 

* 

3.4 

54,217 

5,258.0 

IBM 

528 

— 

234 

762 

6 

393 

1.13 

20.6 

746 

107.0 

Intl  Flavors 

1,100 

5 

— 

1,105 

33 

237 

0.23 

2.7 

1,802 

92.0 

Intl  Minerals 

662 

10 

— 

673 

26 

446 

0.17 

0.8 

1,617 

63.7 

Intl  Multifoods 

926 

54 

— 

980 

3 

279 

0.09 

4.6 

7,763 

407.0 

Intl  Paper 

592 

— 

— 

592 

12 

511 

0.06 

0.5 

554 

89.3 

Ipalco 

793 

25 

— 

818 

-12 

354 

0.03 

0.3 

2,166 

-193.3 

Irving  Bank 

1,840 

165 

1,027 

3,032 

11 

54 

0.11 

6.8 

19,525 

1,084.9 

ITT 

754 

15 

— 

768 

47 

387 

0.82 

16.6 

4,894 

195.8 

fames  River  Corp 

683 

— 

610 

1,292 

5 

189 

0.15 

1.8 

1,052 

147.7 

Jefferson-Pilot 

At  $60  million,  mostly  stock  gains,  Charles  Lazarus  of  Toys  "R"  Us  scored  the  most  total 
compensation,  followed  by  Lotus  Development's  Jim  Manzi,  with  $26  million.  The  worst  paid 
was  First  Florida  Banks9  A.  Bronson  Thayer,  who  made  $9,000,  all  in  director's  fees. 

■ 

630 

— 

— 

630 

NA 

475 

$ 

§ 

1,099 

92.0 

Jefferson  Smurfit 

1,282 

— 

— 

1,282 

11 

192 

0.05 

6.6 

8,012 

833.0 

Johnson  &  Johnsn 

482 

— 

— 

482 

NA 

597 

0.19 

2.4 

2,807 

96.6 

Johnson  Controls 

757 

23 

269 

1,049 

NA 

257 

0.63 

4.1 

572 

85.3 

Jostens 

636 

16 

1,020 

1,672 

NA 

125 

0.01 

0.8 

25,864 

692.2 

K  mart 

300* 

— 

— 

3002 

NA 

726 

t 

§ 

1,987 

-362.0 

KaiserTech 

380 

26 

— 

406 

42 

659 

0.03 

0.2 

705 

104.0 

Kansas  City  P&L 

246 

1 

— 

246 

20 

758 

0.01 

0.1 

512 

97.4 

Kansas  Gas  &  El 

203 

6 

— 

209 

NA 

772 

t 

§ 

1,166 

88.7 

Kansas  Pwr  &  Lt 

1,109 

1,171 

— 

2,280 

20 

79 

19.44 

81.8 

1,518 

57.3 

Kaufman  &  Broad 

•Annualized  salary. 

JLess  than  0.01%. 

§Less  than  $100,000.     NA:  Not  available. 
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Gulfstream  IV. 


As  your  company  pic 
for  ways  to  be  more 
competitive  and  moil 
productive  in  the  19!} 
look  into  this  amazir 
business  airplane. 


The  Gulfstream  IV  could  be  one  of  the  most  prudent  invest- 
i  >nts  you  make  in  the  means  to  accomplish  your  corporate 
)  jectives,  especially  if  your  opportunities  are  global  in  scope. 

No  other  business  aircraft  can  bring  as  many  of  the  world's 
:  nters  of  industry,  finance  and  government  closer  in  time  for 
|u,  or  fly  as  many  of  your  people  farther  faster. 

No  other  business  aircraft  surpasses  the  degree  of  conveni- 
ce  it  offers  to  enable  you  and  your  key  decision  makers  to 
timize  time  and  energies  while  traveling. 

In  terms  of  its  own  productivity,  no  other  business  aircraft 
zn  approaches  its  levels  of  performance  and  systems  tech- 
•logy.  And  it  is  the  only  business  aircraft  with  a  new  generation 
engines  also  chosen  to  power  airliners. 

Many  of  the  world's  major  corporations  and  governments 
ve  already  recognized  the  advantages  of  owning  and  operat- 
l  this  extraordinary  airplane  for  the  balance  of  this  century 
d  well  into  the  next. 

More  of  them  will  place  more  Gulfstream  IVs  in  service 
fore  the  end  of  this  decade  than  any  other  new  long-range 
isiness  aircraft. 

How  do  you  decide  if  your  organization  should  do  the  same? 

The  procedure  is  simple. 

Let  us  help  you  evaluate  your  needs  for  air  travel,  determine 
>w  the  Gulfstream  IV  can  satisfy  those  needs,  and  develop  a 
finitive  proposal  for  you  to  consider.  We  can  even  arrange  to 
monstrate  the  capabilities  of  the  Gulfstream  IV  to  you  and 
>ur  key  executives  on  an  actual  business  trip  you  have  to  take 
mewhere  in  the  world. 

If,  in  light  of  your  own  forward  thinking,  you  find  this  line 
thought  provocative,  call  Herbert  B.  Franck,  Vice  President, 
ulfstream  Domestic  Marketing,  (912)  964-3274. 

He  will  see  that  you  get  more  to  think  about.    }\j// 

Gulfstream 
/lerospace 

stream  Aerospace  Corporation.  PO.  Box  2206.  Savannah.  Georgia  31402  USA.  -,„.»,.„  rniu,pAK,v 

stream  Marketing  VS.  Regional  Offices  are  Northeast  1203)  677  7666;  Midwest  (3121  571-6606;  wmun™™. 

Atlantic/Southeast  (9121 964-3283;  Southwest  (7131 987-7300;  and  Western  (2131 420-5059. 
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Corporate  America's  Most  Powerful  People 


Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Education 

undergraduate/graduate 

Professiona 
backgrount 

Kellogg 

William  E  LaMotht 

38 

9 

Brooklyn  NY 

Fordham  '50 

marketing 

Kelly  Services 

Terence  E  Adderley/54 

30 

21 

Detroit  MI 

Michigan  '55/Michigan,  MBA  '56 

finance 

Kemper 

Joseph  E  Luecke/61 

37 

9 

Philadelphia  PA 

La  Salle  '50 

insurance 

Kentucky  Utilities 

John  T  Newton/57 

30 

1 

Shelbyville  KY 

Western  Kentucky  '52 

finance 

Kerr-McGee 

Frank  A  McPherson/55 

31 

5 

Stillwater  OK 

Oklahoma  St  '57 

operations 

KeyCorp 

Victor  j  Riley  Jr/56 

24 

14 

Buffalo  NY 

Notre  Dame  '53 

finance 

Kimberly-Cla:k 

Darwin  E  Smith/62 

30 

16 

Garrett  IN 

Harvard  '55 

legal 

Knight-Riddir 

James  K  Batten/52 

31 

+ 

Suffolk  VA 

Davidson  '57/Princeton,  MPA  '62 

journalism 

Koppers 

Charles  R  Pullin/64 

42 

6 

Pt  Pleasant  WV 

Louisville  '45 

administrat 

Kraft 

John  M  Richman/60 

34 

9 

New  York  NY 

Harvard  '52 

legal 

Kroger 

Lyle  Everingham/62 

41 

10 

Flint  MI 

retailing 

Lafarge 

Bertrand  Collomb/45 

13 

1 

France 

U  of  Nancy  '68/Texas,  PhD  '71 

technical 

Eli  Lilly 

Richard  D  Wood/61 

38 

15 

Brazil  IN 

Purdue  '48/Pennsylvania,  MBA  '50 

marketing 

Limited 

Leslie  H  Wexner*/50 

25 

25 

Dayton  OH 

Ohio  St  '59 

retailing 

LIN  Broadcasting 

Donald  A  Pels/60 

19 

19 

New  Rochelle  NY 

Pennsylvania  '48/NYU,  JD  '53 

administrat 

Lincoln  National 

Ian  M  Rolland/54 

32 

11 

Fort  Wayne  IN 

DePauw  '55/Michigan,  MA  '56 

insurance 

Litton  Industries 

Onon  L  Hoch/59 

31 

1 

Canonsburg  PA 

Carnegie-Mellon  '52/Stanford,  PhD  '57 

technical 

Liz  Claiborne 

Elisabeth  C  Ortenberg*/59 

12 

12 

Belgium 

administrat 

Lockheed 

Lawrence  O  Kitchen/64 

30 

2 

Fort  Mill  SC 

administrat 

Loews 

Laurence  A  Tischi/65 

29 

28 

Brooklyn  NY    . 

NYU  '42/Pennsylvania,  MA  '43 

finance 

Lomas  &  Nettleton 

Jess  T  Hay/5 

28 

23 

Forney  TX 

SMU  '53/SMU,  JD  '55 

legal 

Long  Island  Lighting 

William  J  Catacosinos/58 

9 

4 

New  York  NY 

NYU  '51 /NYU,  PhD '62 

technical    . 

Longs  Drug  Stores 

Robert  M  Long/50 

27 

11 

Oakland  CA 

Claremont  Mens  C  '60 

retailing 

Longview  Fibre 

Richard  P  Wollenberg/72 

49 

10 

Juneau  AK 

Calif  Berkeley  '36/Harvard,  MBA  '38 

operations 

Loral 

Bernard  L  Schwartz/63 

16 

16 

New  York  NY 

CUNY  City  Col  '48 

administrat 

Lotus  Development 

Jim  P  Manzi/36 

5 

2 

New  York  NY 

Colgate  73/Tufts,  MA  79 

journalism 

Louisiana  Land 

Ernest  L  Williamson/63 

34 

4 

Perryton  TX 

Oklahoma  '50 

administrat 

Louisiana-Pacific 

Harry  A  Merlo/63 

38 

14 

Stirling  City  CA 

Calif  Berkeley  '49 

marketing 

Louisville  G&E 

Robert  L  Royer/60 

39 

10 

Louisville  KY 

Rose-Hulman  Inst  Tech  '49 

technical 

Lowe's  Cos 

Leonard  G  Herring/60 

32 

10 

Snow  Hill  NC 

N  Carolina  '48 

finance 

LTV 

Raymond  A  Hay/59 

13 

5 

Long  Island  NY 

LIU  '49/St  John's,  MBA  '60 

administrat 

Lubrizol 

Lester  E  Coleman/57 

33 

10 

Akron  OH 

Akron  '52/Ilhnois,  PhD  '55 

technical 

Lucky  Stores 

lohn  M  Lilhe/51 

9 

3 

Chicago  IL 

Stanford  '59/Stanford,  MBA  '64 

operations 

Mack  Trucks 

John  B  Curcio/54 

21 

4 

Hazelton  PA 

La  Salle  '63 

administrat 

Macmillan 

Edward  P  Evans/46 

8 

8 

Pittsburgh  PA 

Yale  64/Harvard,  MBA  '67 

administrat 

Manufacturers  Hanover 

John  F  McGillicuddy/57 

29 

9 

Harrison  NY 

Princeton  '52/Harvard,  LLB  '55 

banking 

Manufacturers  Natl 

Dean  E  Richardson/60 

35 

15 

West  Branch  MI 

Michigan  St  '50/Michigan,  JD  '53 

banking 

Manville 

W  Thomas  Stephens/45 

25 

2 

Crossett  AR 

Arkansas  '65/Arkansas,  MS  '66 

operations 

Mapco 

lames  E  Bames/54 

5 

4 

Ponca  City  OK 

Oklahoma  St  '57 

operations 

Marion  Laboratories 

Fred  W  Lyons  Jr/53 

20 

4 

Youngstown  OH 

Michigan  '57/Harvard,  MA  '59 

administrat 

Marriott 

I  Willard  Marriott  Jr/56 

32 

16 

Washington  DC 

Utah  '54 

administrat 

Marsh  &  McLennan  Cos 

Frank  J  Tasco/60 

34 

2 

New  York  NY 

NYU  '49 

insurance 

Marshall  &  Ilsley 

John  A  Puelicher/67 

42 

30 

Milwaukee  WI 

Wisconsin  Milwaukee  '43 

banking 

Martin  Marietta 

Norman  R  Augustine/52 

11 

t 

Denver  CO 

Princeton  '57/Pnnceton,  MS  '59 

technical 

Richard  A  Manoogian/51 

30 

20 

Limp  Branch  NJ 

Yale  '58 

administrat; 

'CEO.              six  months  service 
re  for  year  ended  I  31 

'Sales  and 

profits  as  reported  In  the  Forbes  500s  Annual  Directory  issue.  Apr  is,  198K 

•'Office  joinih  h< 

FORBES,  MAY  30,  19 

^■^^BUHHHI^^l^^H 

total 

%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 Imil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 
f  bonus 

other 

stock 

gains 

$1,100 

$36 

— 

$1,136 

16% 

229 

0.19% 

$12.0 

$3,793 

$395.9 

Kellogg 

496 

— 

— 

496 

NA 

581 

6.53 

67.3 

1,161 

50.5 

Kelly  Services 

357 

— 

— 

357 

19 

689 

0.11 

1.4 

3,663 

221.7 

Kemper 

192 

1 

— 

193 

NA 

775 

0.03 

0.2 

553 

73.7 

Kentucky  Utils 

467 

10 

$139 

616 

28 

495 

0.05 

0.9 

2,608 

84.0 

Kerr-McGee 

715 

— 

— 

715 

6 

420 

0.03 

0.2 

1,091 

80.0 

KeyCorp 

1,097 

10 

1,839 

2,946 

23 

57 

0.27 

11.8 

4,885 

325.2 

Kimberly-Clark 

688 

— 

371 

1,059 

NA 

254 

± 

0.2 

2,073 

155.2 

Knight-Ridder 

583 

71 

— 

654 

9 

459 

0.05 

0.8 

1,516 

10.8 

Koppers 

1,200 

19 

3,288 

4,506 

16 

28 

0.05 

3.4 

9,876 

444.2 

Kraft 

802 

— 

1,578 

2,379 

-9 

72 

0.20 

5.0 

17,660 

183.3 

Kroger 

477 

15 

229 

721 

NA 

417 

0.07 

0.5 

1,221 

71.7 

Lafarge 

1,009 

335 

2,876 

4,220 

1 

34 

0.08 

9.1 

3,644 

643.7 

Eli  Lilly 

936 

217 

— 

1,154 

1 

220 

29.02 

1,038.4 

3,528 

235.2 

Limited 

950 

22 

16,428 

17,400 

9 

4 

3.73 

114.5 

237 

87.5 

LIN  Broadcasting 

718 

— 

— 

718 

2 

418 

0.04 

0.8 

6,960 

236.9 

Lincoln  National 

783 

14 

— 

797 

-15 

373 

0.01 

0.2 

4,736 

151.0 

Litton  Inds 

800 

— 

— 

800 

14 

369 

3.22 

44.3 

1,053 

114.4 

Liz  Claiborne 

832 

19 

484 

1,335 

15 

175 

0.02 

0.5 

11,321 

421.0 

Lockheed 

289 

13 

— 

302 

-62 

724 

12.53 

669.9 

8,957 

696.2 

Loews 

455 

51 

— 

506 

-30 

574 

1.03 

5.9 

966 

26.5 

Lomas  &  Nettltn 

325 

10 

— 

335 

18 

705 

0.01 

0.1 

2,072 

269.9 

Long  Island  Ltg 

336 

11 

164 

511 

17 

570 

2.66 

19.7 

1,772 

49.2 

Longs  Drug  Strs 

282 

4 

— 

286 

NA 

735 

2.30 

12.9 

574 

67.5 

Longview  Fibre 

833 

— 

— 

833 

-20 

344 

2.73 

23.2 

1,243 

69.6 

Loral 

941 

40 

25,356 

26,337  . 

NA 

2 

1.34 

13.5 

396 

72.0 

Lotus  Dev 

532 

231 

77 

839 

NA 

338 

0.03 

0.3 

784 

24.8 

Louisiana  Land 

625 

189 

911 

1,726 

14 

119 

0.30 

3.7 

1,922 

125.0 

Louisiana-Pac 

210 

1 

— 

211 

13 

770 

0.03 

0.2 

631 

76.2 

Louisville  G&E 

379 

— 

— 

379 

-5 

676 

1.26 

10.2 

2,442 

56.0 

Lowe's  Cos 

688 

6 

— 

694 

-1 

435 

t 

§ 

7,582 

502.6 

LTV 

649 

21 

— 

670 

11 

447 

0.17 

2.5 

1,022 

81.3 

Lubrizol 

5183 

.— 

401 

919 

0 

301 

0.10 

2.2 

6,925 

145.8 

Lucky  Stores 

370 

181 

— 

551 

6 

537 

0.08 

0.3 

1,858 

3.8 

Mack  Trucks 

704 

23 

1,447 

2,175 

10 

85 

2.23 

31.9 

956 

70.7 

Macmillan 

819 

— 

— 

819 

-10 

353 

0.10 

1.3 

7,757 

-1,140.2 

Mfrs  Hanover 

483 

355 

— 

838 

0 

340 

0.25 

1.6 

800 

6.6 

Mfrs  National 

838 

15 

— 

853 

84 

327 

t 

§ 

2,063 

164.1 

Manville 

672 

4 

— 

676 

1 

443 

0.08 

0.9 

1,637 

57.3 

Mapco 

876 

1 

— 

876 

18 

317 

0.25 

7.2 

695 

125.2 

Marion  Labs 

978 

— 

— 

978 

10 

280 

4.91 

174.4 

6,522 

223.0 

Marriott 

1,126 

11 

174 

1,311 

3 

181 

0.15 

5.6 

2,147 

302.1 

Marsh  &  McLennan 

475 

5 

— 

480 

19 

602 

0.98 

5.8 

558 

57.9 

Marshall  &  Ilsley 

680 

— 

1,309 

1,989 

NA 

98 

0.04 

0.9 

5,165 

230.7 

Martin  Marietta 

1,025 

30 

5,116 

6,171 

11 

15 

2.99 

107.0 

2,023 

218.8 

Masco 

tLess  than  0.01%.     §  Less  than  $100,000 

NA:  Not  available. 
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Corporate  America's  Most  Powerful  People 


Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Professional 
background 

undergraduate/graduate 

Masco  Industries 

Richard  A  Manoogian/5 1 

30 

3 

Long  Branch  NJ 

Yale  '58 

administrati 

Maxicare  Health 

Fred  W  Wasserman*/48 

15 

15 

Los  Angeles  CA 

UCLA  '61 /UCLA,  PhD  '76 

administrate 

May  Dept  Stores 

David  C  Farrell/54 

32 

9 

Chicago  IL 

Antioch  '56 

retailing 

Maytag 

Daniel  J  Krumm/61 

35 

14 

Sioux  City  LA 

Iowa  '50 

marketing 

MBIA 

William  O  Bailey/61 

1 

1 

Syracuse  NY 

Dartmouth  '47/Pennsylvania,  MBA  '49 

finance 

MCA 

Lew  R  Wasserman/75 

51 

41 

Cleveland  OH 

sales 

McCaw  Cellular  Commun 

Craig  O  McCaw/38 

19 

8 

Centraha  WA 

Stanford  '73 

administrati 

McDonald's 

Michael  R  Quinlan/43 

22 

1 

Chicago  IL 

Loyola  '67/Loyola,  MBA  '70 

administrati 

McDonnell  Douglas 

John  F  McDonnell/50 

26 

t 

Baltimore  MD 

Princeton  '60/Princeton,  MS  '62 

technical 

McGraw-Hill 

Joseph  L  Dionne/54 

22 

5 

Montgomery  AL 

Hofstra  '55/Columbia,  EdD  '65 

operations 

Ooo  ,  " 

=-•        ~  CHE 

Pfll/>-'*PlJ000 

<*-          l0o,oOU'"""' 

■ 

w 

MCI  Communications 

William  G  McGowan'V60 

20 

20 

Ashley  PA 

King's  '50/Harvard,  MBA  '52 

operations 

McKesson 

Thomas  W  Field  Jr/54 

4 

2 

Alhambra  CA 

retailing 

MCorp 

Gene  H  Bishop/58 

13 

13 

Forest  MS 

Mississippi  '52 

banking 

Mead 

Bumell  R  Roberts/61 

22 

6 

Lafayette  WI 

Wisconsin  Milw  '50/Harvard,  MBA  '57 

finance 

Media  General 

James  S  Evans/67 

15 

3 

Joplin  MO 

Purdue  '42 

administratii 

Medtronic 

Winston  R  Walhn/62 

10 

3 

Minneapolis  MN 

Minnesota  '48 

operations 

Mellon  Bank 

Frank  V  Cahouet/56 

1 

1 

Boston  MA 

Harvard  '54/Pennsylvania,  MBA  '59 

banking 

Melville 

Stanley  P  Goldstein/53 

25 

1 

Woonsocket  Rl 

Pennsylvania  '55 

retailing 

Mercantile  Bancorp 

Donald  E  Lasatcr/62 

29 

18 

St  Louis  MO 

USC  '48 

legal 

Mercantile  Bkshs 

H  Furlong  Baldwin/56 

32 

12 

Baltimore  MD 

Princeton  '54 

banking 

Mercantile  Stores 

Leon  F  Winbigler/62 

40 

14 

Brookfield  MO 

Missouri  '48 

retailing 

Merchants  Nation-1 

Otto  N  Frenzel  IU/57 

34 

15 

Indianapolis  IN 

Pennsylvania  '54 

banking 

Merck 

P  Roy  Vagelos/58 

13 

3 

Westfield  N) 

Pennsylvania  '50/Columbia,  MD  '54 

technical 

Meridian  Bancorp 

Samuel  A  McCullough/49 

13 

10 

Pittsburgh  PA 

Pittsburgh  '60 

banking 

Meritor  Financial 

Frederick  S  Hammer/51 

3 

2 

New  York  NY 

Colgate  '58/Carnegie-Mellon,  PhD  '63 

banking 

Merrill  Lynch 

William  A  Schreyer/60 

40 

■4 

Williamsport  PA 

Penn  St  '48 

investment    j 

Fred  Meyer 

Frederick  M  Stevens  5  1 

t 

* 

lonesboro  AR 

Louisiana  St  '59 

retailing 

Michigan  National 

Robert  J  Mylod/48 

3 

3 

Brooklyn  NY 

St  John's  '61 

banking 

Microsoft 

William  H  Gates  UIV31 

13 

7 

Seattle  WA 

technical 

Middle  South  Utils 

Edwin  Lupberger/51 

9 

2 

Atlanta  GA 

Davidson  '58/Emory,  MBA  '63 

finance 

Midlantic 

Robert  Van  Burcn/63 

17 

11 

Plainfield  NJ 

Washington  &  Lee  '50/NYU,  MBA  '56 

banking 

Milliporc 

John  A  Gilmartin/46 

9 

2 

Hackensack  N| 

Penn  St  '65/Harvard,  MBA  '67 

finance 

Minn  Mining  &  Mfg 

Allen  F  lacobson/61 

41 

2 

Omaha  NE 

Iowa  St  '47 

operations 

Minnesota  Power 

Rowe  dl 

38 

10 

Sebeka  MN 

Minnesota  '50 

technical 

MNC  Financial 

Alan  P  Hoblitzell  |r/56 

32 

5 

St  Louis  MO 

Princeton  '53 

banking 

Mobil 

Allen  I-  Murray/59 

35 

2 

New  York  NY 

NYU  '56 

finance 

Molex 

John  H  Krehbiel  Jr/50 

31 

31 

Downers  Grove  IL 

Lake  Forest  '59 

administrate 

Monarch  Capital 

Gordon  N  Oakes  Jr/47 

5 

5 

North  Adams  MA 

Massachusetts  '63 

banking 

Monsanto 

Richard  i  Mahoney/54 

26 

5 

Springfield  MA 

Massachusetts  '55 

marketing 

Moore  Financial 

Daniel  K 

4 

2 

Spokane  WA 

Washington  St  '62 

banking 

'  Company  founder     JNewCEO  lessd                       service 
ided  12/31/86.    '  Office  Jointly  held  wl                ■   i 

'Sales  and  profits  .is  reported  in  the  Forbes  500s  Annual  Directory  Issue,  Apr  JS.  1988 
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%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock 

% 

owned 

mkt  val 

[mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 

v  bonus 

other 

sto'ck 
gains 

total 

$308 

— 

— 

$308 

NA 

721 

10.45% 

$118.8 

$1,470 

$45.2 

Masco  Industries 

4132 

— 

— 

413 

NA 

652 

1.85 

1.0 

1,839 

-60.9 

Maxicare  Health 

1,074 

$23 

$1,621 

2,717 

13% 

59 

0.19 

10.5 

10,314 

444.0 

May  Dept  Stores 

872 

— 

304 

1,175 

38 

214 

0.16 

2.9 

1,909 

152.7 

Maytag 

600 

18 

— 

618 

NA 

492 

0.01 

0.1 

135 

74.3 

MBIA 

559 

30 

— 

589 

0 

513 

7.14 

233.3 

2,590 

137.3 

MCA 

274 

— 

— 

274 

NA 

738 

86.30 

2,134.0 

150 

-13.4 

McCaw  Cellular 

800 

30 

1,738 

2,568 

NA 

64 

0.06 

4.9 

4,853 

549.1 

McDonald's 

570 

— 

777 

1,346 

NA 

168 

3.35 

83.7 

13,146 

313.0 

McDonnell  Douglas 

721 

167 

— 

888 

-6 

314 

0.09 

2.2 

1,751 

164.8 

McGraw-Hill 

>>  nership  pays.  Of  these  top  corporate  leaders,  100  own  stock 
n  their  companies  worth  a  minimum  of  $30  million. 

734 

— 

— 

734 

9 

406 

1.54 

60.3 

3,939 

85.0 

MCI  Commun 

464 

548 

26 

1,038 

16 

262 

0.07 

1.0 

7,112 

88.7 

McKesson 

444 

— 

— 

444 

-4 

629 

0.16 

0.2 

1,774 

-258.3 

MCorp 

1,053 

10 

1,651 

2,713 

144 

61 

0.12 

2.9 

4,209 

218.2 

Mead 

510 

— 

— 

510 

NA 

571 

0.37 

5.2 

715 

42.9 

Media  General 

566 

— 

4 

570 

50 

525 

0.03 

0.3 

608 

83.6 

Medtronic 

968 

8 

— 

976 

NA 

281 

0.14 

1.1 

3,321 

-844.0 

Mellon  Bank 

859 

73 

— 

932 

NA 

294 

0.20 

7.4 

5,930 

285.4 

Melville 

505 

— 

— 

505 

-4 

575 

0.08 

0.3 

670 

-24.5 

Mercantile  Bncp 

541 

— 

928 

1,468 

27 

148 

0.37 

1.7 

314 

46.1 

Mercantile  Bkshs 

825 

23 

— 

848 

7 

331 

0.21 

3.3 

2,156 

129.6 

Mercantile  Stores 

514 

35 

— 

549 

22 

540 

7.47 

25.6 

387 

17.1 

Merchants  Natl 

1,372 

— 

— 

1,372 

42 

163 

± 

0.3 

5,061 

906.4 

Merck 

521 

24 

— 

545 

-2 

546 

0.15 

1.1 

883 

79.5 

Meridian  Bancorp 

383 

— 

— 

383 

-17 

675 

0.73 

1.5 

1,787 

-v396.4 

Meritor  Finl 

1,902 

731 

— 

2,633 

-34 

62 

0.23 

5.5 

10,659 

390.6 

Merrill  Lynch 

NA4 

— 

— 

— 

NA 

— 

t 

§ 

1,848 

32.0 

Fred  Meyer 

473 

— 

— 

473 

3 

607 

0.04 

0.3 

908 

73.9 

Michigan  Natl 

.175 

— 

— 

175 

9 

780 

39.63 

1,165.0 

457 

92.9 

Microsoft 

384 

9 

— 

393 

12 

669 

i 

§ 

3,455 

429.5 

Middle  South 

941 

— 

— 

941 

12. 

290 

0.22 

3.5 

1,543 

161.5 

Midlantic 

382 

128 

305 

815 

34 

356 

0.23 

2.5 

529 

47.7 

Millipore 

956 

59 

— 

1,015 

23 

267 

i 

1.0 

9,429 

918.0 

Minn  Mng  &  Mfg 

558 

209 

— 

766 

42 

390 

0.04 

0.3 

426 

70.0 

Minnesota  Power 

607 

431 

— 

1,038 

13 

500 

0.07 

0.9 

1,598 

148.8 

MNC  Financial 

1,290 

38 

995 

2,323 

4 

77 

0.02 

3.0 

51,223 

1,258.0 

Mobil 

308 

47 

379 

733 

45 

407 

12.24 

122.6 

437 

50.2 

Molex 

355 

72 

— 

427 

-3 

644 

0.14 

0.4 

1,992 

44.1 

Monarch  Capital 

925 

164 

221 

1,310 

-11 

183 

0.06 

3.8 

7,639 

436.0 

Monsanto 

265 

3 

— 

269 

44 

745 

0.01 

§ 

319 

16.9 

Moore  Financial 

tLess  than  0.01%.     §Less  than  $100,000 

NA:  Not  available. 
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Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Professional 
background 

undergraduate/graduate 

IP  Morgan  &  Co 

Lewis  T  Preston/61 

37 

8 

New  York  NY 

Harvard  '51 

banking 

Morgan  Stanley 

S  Parker  Gilbert/54 

28 

4 

New  York  NY 

Yale  '56 

investment   | 

Morrison-Knudsen 

William  J  Deasy/50 

24 

3 

New  York  NY 

Washington  '63 

operations 

Morton  Thiokol 

Charles  S  Locke/59 

13 

8 

Laurel  MS 

Mississippi  '52/Mississippi,  MS  '55 

finance 

Motorola 

George  M  C  Fisher/47 

12 

Anna  IL 

Illinois  '62/Brown,  PhD  '66 

technical 

Murphy  Oil 

Jack  W  McNutt/53 

31 

f 

Norphlet  AR 

Harding  '56/Columbia,  MS  '57 

finance 

Nalco  Chemical 

Worley  H  Clark  Jr/55 

28 

5 

Big  Stone  Gap  VA 

N  Carolina  St  '56 

sales 

Nash  Finch 

Harold  B  Finch  Jr/60 

22 

6 

Grand  Forks  ND 

Minnesota  '52 

technical 

National  Bcshs  Texas 

Richard  W  Calvert/56 

25 

17 

Cambridge  MA 

Princeton  '54 

banking 

National  City 

Edward  B  Brandon/56 

32 

1 

Davenport  LA 

Northwestern  '53/Pennsylvania,  MBA  '65 

finance 

Natl  Community  Bk 

Robert  M  Kossick/47 

9 

9 

N  Brunswick  NJ 

Georgia  Tech  '63/St  Mary's,  MA  '76 

banking 

National  Intergroup 

Howard  M  Love/58 

32 

8 

Pittsburgh  PA 

Colgate  '52/Harvard,  MBA  '56 

operations 

National  Medical 

Richard  K  Eamer*/60 

19 

19 

Long  Beach  CA 

USC  '59 

legal 

Natl  Semiconductor 

Charles  E  Sporck/60 

21 

21 

Saranac  Lake  NY 

Cornell  '52 

operations 

National  Service 

Sidney  Kirschner/53 

15 

1 

Canada 

NM  Sch  Mines  '56 

technical 

Navistar  Intl 

fames  C  Cotting/54 

9 

1 

Winchester  MA 

Ohio  St  '55 

finance 

NBD  Bancorp 

Charles  T  Fisher  IH/58 

30 

6 

Detroit  MI 

Georgetown  '51 /Harvard,  MBA  '53 

banking 

NCNB 

Hugh  L  McColl  Jr/52 

29 

5 

Bennettsville  SC 

N  Carolina  '57 

banking 

NCR 

C  harles  E  Exley  Fr/58 

12 

5 

Detroit  MI 

Wesleyan  '52/Columbia,  MBA  '54 

finance 

New  England  Electric 

Samuel  Huntington/49 

12 

4 

Bayshore  NY 

Columbia  '66 

legal 

NY  State  E&G 

lames  A  Carngg/55 

30 

- 

lohnson  City  NY 

Broome  Comm  '58 

operations    ! 

New  York  Times 

Arthur  Ochs  Sulzberger/62 

34 

25 

New  York  NY 

Columbia  '51 

journalism      '  1 

Newmont  Mining 

Gordon  R  Parker/52 

29 

3 

South  Africa 

Montana  '58/U  of  Cape  Town,  MBA  '66 

operations    ' 

News  Corp  Ltd 

K  Rupert  Murdoch/57 

33 

11 

Australia 

Oxford,  MA  '53 

journalism 

Niagara  Mohawk  Power 

William  I  Donlon/58 

40 

4- 

Albany  NY 

Siena  '62 

marketing 

Nicor 

Richard  G  Chne/53 

3 

2 

Chicago  IL 

Illinois  '57 

marketing 

Nipsco  Industries 

Edmund  A  Schroer/60 

11 

11 

Hammond  IN 

Valparaiso  '49/Northwestem,  JD  '52 

legal 

Nordstrom 

Bruce  A  Nordstrom2/55 

33 

17 

Seattle  WA 

Washington  '56 

retailing 

Norfolk  Southern 

Arnold  B  McKinnon/60 

37 

1 

Goldsboro  NC 

Duke '51 

legal 

Northeast  Bancorp 

Frank  1  Kugler  Ir/54 

29 

1 

Bridgeport  CT 

banking 

Northeast  Savings  FA 

Kent  Dixon/50 

27 

6 

Glens  Falls  NY 

Union  '59 

banking 

Northeast  Utilities 

William  B  Elhs/47 

12 

5 

Vicksburg  MS 

Carnegie-Mellon  '62/Maryland,  PhD  '66 

technical 

No  States  Power 

l.imes  I  Howard/52 

1 

1 

Pittsburgh  PA 

Pittsburgh  '57/MIT,  MS  70 

technical 

Northern  Trust 

Weston  R  Chnstopherson/63 

3 

3 

Walum  ND 

North  Dakota  '49/North  Dakota,  ID  '51 

legal 

Northrop 

Thomas  V  |ones/67 

35 

28 

Pomona  CA 

Stanford  '42 

technical 

No'western  Nail  Life 

lohn  E  Pcarson/61 

35 

11 

Minneapolis  MN 

Minnesota  '48 

sales 

Norton 

lohn  M  Nelson/56 

29 

t 

New  York  NY 

Wesleyan  '53/Harvard,  MBA  '59 

administrate! 

Norwest 

Lloyd  P  |ohnson/58 

3 

3 

Minneapolis  MN 

Carleton  '52/Stanford,  MBA  '54 

banking 

Noxell 

c ".corse  L  Bunting  Ir/47 

22 

15 

Baltimore  MD 

Loyola  '62/Columbia,  MBA  '64 

marketing 

Nucor 

Kenneth  Iverson/62 

26 

23 

Downers  Grove  IL 

Cornell  '46/Purdue,  MS  '47 

technical 

\\\  A 

Steven  G  Rothmetcr  4  1 

15 

3 

Mankato  MN 

Notre  Dame  '68/Chicago,  MBA  '72 

finance 

Nynex 

Delbert  C  Staley/63 

42 

5 

Hammond  IN 

operations 

Occidental  ft  truleum 

Armand  Hammer/90 

31 

31 

New  York  NY 

Columbia   19/Columbia,  MD  '21 

finance 

( ><:den 

Ralph  E  Ablon/72 

S3 

26 

Tupelo  MS 

Ohio  St  '38 

administrate  1 

fOKph  L  Marcum'64 

41 

t 

Hamilton  OH 

Antioch  '47/Miami  of  OH,  MBA  '65 

insurance 

-  ■                 than  M\  months'  sen  toe 
lord 

'Soles  and 

profits . 

s  reported  in  the  Forbes  500s  Annual  Directory  issue.  Apr  25,  1988     ^Office  jointly  liel 

FORBES 

,  MAY  30,  1M| 

%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

— Company  data1 — 
sales         profits 
(mil)           (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$1,242 

$48 

$88 

$1,378 

-11% 

161 

0.03% 

$1.5 

$6,834 

$83.3 

IP  Morgan  &  Co 

3,000 

30 

— 

3,030 

5 

55 

3.11 

52.5 

3,148 

230.9 

Morgan  Stanley 

425 

— 

— 

425 

-22 

645 

0.25 

1.0 

1,857 

-59.5 

Morrison-Knudsen 

930 

716 

— 

1,646 

1 

128 

0.03 

0.6 

2,166 

152.5 

Morton  Thiokol 

488 

5 

— 

493 

NA 

582 

t 

§ 

6,707 

308.0 

Motorola 

244 

13 

235 

492 

NA 

586 

0.13 

1.4 

1,474 

-43.6 

Murphy  Oil 

700 

26 

— 

726 

57 

412 

0.05 

0.7 

842 

80.3 

Nalco  Chemical 

295 

59 

42 

396 

10 

666 

1.60 

4.3 

1,919 

18.5 

Nash  Finch 

237 

2 

— 

239 

-7 

762 

0.23 

§ 

277 

-64.0 

Natl  Bcshs  TX 

308 

135 

97 

540 

NA 

554 

0.05 

0.6 

1,468 

96.9 

National  City 

654 

— 

— 

654 

24 

460 

1.00 

4.3 

249 

34.5 

Natl  Community 

525 

102 

— 

627 

NA 

478 

0.19 

0.8 

3,960 

-10.6 

Natl  Intergroup 

1,012 

376 

— 

1,388 

4 

157 

1.39 

23.0 

2,987 

81.8 

National  Medical 

439 

— 

— 

440 

15 

635 

0.76 

10.6 

2,068 

-0.6 

National  Semi 

466 

— 

— 

466 

NA 

614 

0.10 

1.1 

1,344 

78.5 

National  Service 

640 

56 

37 

733 

NA 

408 

0.01 

0.2 

3,647 

176.9 

Navistar  Intl 

914 

— 

— 

914 

10 

305 

0.26 

4.4 

1,968 

162.2 

NBD  Bancorp 

423 

38 

— 

461 

-34 

617 

0.05 

0.9 

2,461 

166.9 

NCNB 

1,001 

2 

2,898 

3,901 

7 

37 

0.14 

7.1 

5,641 

419.3 

NCR 

368 

— 

— 

368 

0 

682 

0.01 

0.1 

1,448 

168.8 

New  England  Elec 

178 

9 

— 

187 

NA 

776 

t 

0.1 

1,290 

52.3 

NY  State  E&G 

721 

269 

250 

1,240 

-13 

200 

0.13 

3.1 

1,690 

160.3 

New  York  Times 

910 

— 

649 

1,558 

76 

138 

0.08 

1.9 

514 

339.7 

Newmont  Mining 

1,538 

— 

— 

1,538 

NA 

143 

45.86 

1,287.6 

3,529 

548.4 

News  Corp  Ltd 

243 

5 

— 

248 

NA 

756 

t 

0.1 

2,623 

57.8 

Niagara  Mohawk 

626 

— 

— 

626 

10 

480 

0.20 

1.8 

1,436 

83.7 

Nicor 

307 

36 

— 

343 

4 

700 

0.02 

0.1 

1,452 

65.0 

Nipsco  Inds 

338 

38 

676 

1,051 

-1 

256 

6.79 

138.2 

1,920 

92.7 

Nordstrom 

805 

6 

— 

811 

NA 

360 

$ 

0.2 

4,113 

172.4 

Norfolk  Southern 

334 

8 

138 

480 

NA 

600 

0.31 

1.0 

281 

30.2 

Northeast  Bancp 

433 

100 

37 

571 

72 

524 

0.29 

0.2 

601 

10.3 

Northeast  Svgs 

438 

— 

— 

438 

13 

636 

0.01 

0.3 

2,081 

229.1 

Northeast  Utils 

531 

274 

— 

806 

NA 

365 

t 

§ 

1,770 

204.9 

No  States  Power 

787 

51 

— 

839 

-1 

339 

0.49 

3.0 

834 

-65.1 

Northern  Trust 

'  1,075 

73 

— 

1,148 

-4 

222 

0.16 

2.2 

6,053 

94.2 

Northrop 

472 

— 

— 

472 

14 

608 

0.07 

0.2 

1,305 

38.0 

No'western  Natl 

•    584 

10 

163 

757 

NA 

395 

0.06 

0.6 

1,261 

61.6 

Norton 

1,105 

26 

— 

1,131 

36 

230 

0.05 

0.6 

2,298 

-29.8 

Norwest 

477 

54 

280 

811 

NA 

361 

2.14 

17.8 

489 

43.6 

Noxell 

159 

156 

— 

315 

NA 

716 

1.15 

9.4 

851 

50.5 

Nucor 

464 

— 

249 

713 

-23 

422 

0.08 

1.0 

5,142 

103.0 

NWA 

1,015 

117 

111 

1,243 

7 

199 

0.01 

1.5 

12,084 

1,276.5 

Nynex 

1,938 

165 

— 

2,102 

57 

88 

0.56 

32.6 

17,096 

184.0 

Occidental  Pet 

1,389 

113 

3,651 

5,153 

0 

24 

0.67 

8.1 

858 

54.0 

Ogden 

338 

7 

65 

411 

NA 

657 

2.61 

20.1 

1,575 

72.6 

Ohio  Casualty 

tLess  than  0.01%.     §Less  than  $100,000 

NA:  Not  available 
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Corporate  America's  Most  Powerful  People 


Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

undergraduate/graduate 

backgrourj 

Ohio  Edison 

Justin  T  Rogers  Jr/58 

30 

8 

Sandusky  OH 

Princeton  '51  /Michigan,  JD  '54 

legal 

Oklahoma  G&E 

lames  G  Harlow  Jr/54 

27 

12 

Oklahoma  City 

Oklahoma  '57 

finance 

Old  Kent  Financial 

John  C  Canepa/57 

18 

6 

Newburyport  MA 

Harvard  '53/NYU,  MBA  '60 

banking 

Old  Republic  Intl 

William  R  Stover/65 

43 

12 

Washington  DC 

insurance  1 

Old  Stone 

Theodore  W  Barnes/57 

40 

12 

Providence  RI 

banking 

Olin 

(ohn  W  Johnstone  Jr/55 

9 

1 

Brooklyn  NY 

Hartwick  '54 

technical   1 

Oracle  Systems 

Lawrence  J  EllisonV43 

11 

11 

New  York  NY 

Chicago  '66/Illinois,  MS  '68 

technical   1 

Outboard  Marine 

Charles  D  Strang/67 

22 

14 

Brooklyn  NY 

Polytechnic  Inst  '43 

technical   1 

Owens-Corning 

William  W  Boeschenstein/62 

38 

15 

Chicago  IL 

Yale  '50 

marketing  1 

Paccar 

Charles  M  Pigott/59 

32 

20 

Seattle  WA 

Stanford  '51 

administraB; 

Pacific  Enterprises 

Paul  A  Miller/63 

40 

20 

San  Francisco  CA 

Harvard  '46 

finance 

Pacific  First  Finl 

Jerry  E  Pohlman/46 

3 

1 

Sibley  LA 

Iowa  NA/Iowa,  PhD  NA 

banking 

Pacific  G&E 

Richard  A  Clarke/58 

33 

2 

San  Francisco  CA 

Calif  Berkeley  '52/Calif  Berkeley,  JD 

'55       legal 

Pacific  Telesis 

Sam  L  Ginn/51 

28 

t 

St  Clair  AL 

Auburn  '59/Stanford,  MBA  '68 

technical    1 

PatitiC  orp 

Don  C  Fnsbec  M 

35 

16 

San  Francisco  CA 

Pomona  '47/Harvard,  MBA  '49 

finance 

PaineWebber  Croup 

Donald  B  Marron/53 

29 

8 

Goshen  NY 

mvestmenB 

Pall 

Abraham  Krasnoff/67 

37 

19 

Newark  NJ 

NYU  '49 

finance 

Pan  Am 

Thomas  G  Plaskett/44 

1 

t 

Kansas  City  MO 

GMI  Inst  '65/Harvard,  MBA  '67 

finance 

Panhandle  Eastern 

Robert  D  Hunsucker/63 

36 

5 

Winchester  KS 

Washbum  '52 

finance 

Parker-Hannifin 

Paul  G  Schloemcr/59 

31 

4 

Cincmnati  OH 

Cincinnati  '51 /Ohio  St,  MBS  '55 

operations  1 

Payless  Cashways 

David  Stanley/52 

8 

6 

Kansas  City  MO 

Columbia  '57 

legal 

Penn  Central 

Carl  H  Lindner/69 

5 

1 

Dayton  OH 

finance      •■ 

Pennbancorp 

William  F  Roemer/54 

18 

9 

Youngstown  OH 

Princeton  '55 

banking 

|C  Penney 

William  R  Howcll/52 

30 

5 

Claremore  OK 

Oklahoma  '58 

retailing 

Pennsylvania  P&L 

Robert  K  Campbell  5? 

11 

9 

Chicago  IL 

111  Tech  '52/Loyola,  JD  '62 

technical    j 

Pennzoil 

Randal  B  McDonald/5 

t 

+ 

+ 

El  Campo  TX 

Texas  '52 

finance 

PepsiCo 

D  Wayne  Calloway/52 

21 

2 

Elkin  NC 

Wake  Forest  '59 

finance 

Perkin-Elmer 

Horrace  G  McDonell  |r/59 

36 

4 

New  York  NY 

Adelphi  '52 

technical 

Perpetual  Savings 

Thomas  |  Own, 

13 

11 

Washington  DC 

Williams  '57 

banking 

Pfizer 

Edmund  T  Pratt  |r/61 

23 

15 

Savannah  GA 

Duke  '47/Pennsylvania,  MBA  '49 

finance 

\  J      Ud — 

*H     1 

Phelps  Dodge 

G  Robert  Durham/59 

21 

1 

W  Franktort  IL 

Purdue  51 

administrate 

PHH  Group 

Robert  D  Kumsch/46 

22 

t 

Norwalk,  CT 

NYU  '63 

marketing  1 

Philadelphia  Elec 

Joseph  F  Paquette  |r/53 

32 

t 

Norwixid  MA 

Yale  '56 

administrate 

Philip  Morris  I 

Hamish  Maxwell/61 

34 

4 

England 

Cambridge  49 

marketing  1 

Phillip-  Petroleum 

C|  Silas  56 

35 

3 

Miami  FL 

Georgia  Tech  '53 

operations  1 

PiUsbury 

W  illiam  H  Spoor/65 

)9 

Pueblo  CO 

Dartmouth  '49 

operations  1 

P'ni:  .1 

Keith  L  Turley/64 

36 

14 

Mesa  AZ 

Arizona  St  '48 

ad  mini  st  rat  3 

lull 

N  i  fiban  S4 

28 

7 

Des  Monies  IA 

Harvard  '56/Harvard,  MBA  '60 

administrate 

' '  •       MS 

Harvey/57 

31 

5 

New  Haven  CT 

Pennsylvania  '54 

finance 

Thomas  H  O'Brien/51 

26 

3 

Pittsburgh  PA 

Notre  Dame  '58/Harvard,  MBA  '62 

banking 

thansi)  months' service       Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Director)  issue.  Apr  25.1988     'Figures  are 

:  r.i  \\ 
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i^HBUMMHH^HM 

%  change 

salary 
+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 

'    +  bonus 

othei 

stock 

gains 

total 

$360 

$84 

— 

$444 

-16% 

628 

t 

$0.1 

$1,780 

$412.9 

Ohio  Edison 

..   ... 

377 

"•          ..    - 

17 

— 

394 

12 

668 

0.05% 

0.7 

1,065 

114.0 

Oklahoma  G&E 

517 

— 

— 

517 

10 

564 

0.53 

2.6 

536 

63.4 

Old  Kent  Finl 

2642 

9 

— 

273 

NA 

741 

10.06 

41.7 

1,095 

102.8 

Old  Republic 

352 

268 

— 

621 

-8 

488 

1.40 

1.8 

444 

13.3 

Old  Stone 

648 

19 

$81 

748 

NA 

398 

0.08 

0.8 

1,930 

78.0 

Olin 

712 

— 

— 

712 

NA 

423 

29.29 

134.1 

187 

23.3 

Oracle  Systems 

528 

409 

— 

937 

NA 

292 

0.05 

0.3 

1,380 

55.7 

Outboard  Marine 

1,000 

544 

— 

1,544 

15 

142 

0.53 

4.4 

2,891 

220.5 

Owens-Corning 

769 

1,024 

— 

1,793 

3 

112 

6.22 

83.7 

2,424 

112.5 

Paccar 

847 

183 

— 

1,030 

66 

263 

0.06 

1.6 

5,339 

251.2 

Pacific  Ent 

327 

1 

— 

328 

NA 

711 

0.07 

0.1 

467 

28.2 

Pacific  First 

538 

13 

— 

551 

23 

536 

t 

0.2 

7,186 

597.2 

Pacific  G&E 

533 

49 

— 

582 

NA 

510 

+ 

+ 

0.3 

9,131 

950.0 

Pacific  Telesis 

6072 

— 

— 

607 

NA 

500 

£ 

0.2 

2,163 

266.3 

PacifiCorp 

1,975 

38 

1 

2,014 

-28 

93 

1.10 

5.0 

2,437 

74.6 

PaineWebber 

436 

125 

224 

785 

-17 

380 

0.48 

5.3 

403 

48.9 

Pall 

500* 

— 

— 

500 

NA 

578 

f 

§ 

3,593 

-265.3 

Pan  Am 

606 

— 

456 

1,062 

15 

252 

0.15 

1.9 

1,563 

108.2 

Panhandle  East 

662 

144 

115 

921 

9 

300 

0.13 

2.2 

2,014 

92.2 

Parker-Hannifin 

483 

— 

— 

483 

-5 

596 

0.04 

0.2 

1,768 

28.1 

Payless  Cashways 

413 

150 

— 

563 

NA 

530 

30.84 

511.2 

1,421 

36.2 

Penn  Central 

294 

23 

212 

530 

10 

559 

0.20 

0.7 

310 

33.1 

Pennbancorp 

918 

229 

67 

1,214 

1 

205 

0.03 

1.9 

15,332 

608.0 

JC  Penney 

327 

4 

— 

331 

4 

708 

0.02 

0.4 

2,089 

302.5 

Pennsylvania  P&L 

350* 

— 

— 

350 

NA 

694 

0.04 

1.7 

1,786 

44.3 

Pennzoil 

1,134 

5 

548 

1,688 

25 

122 

0.02 

2.2 

11,485 

594.8 

PepsiCo 

395 

— 

98 

492 

-24 

584 

0.09 

1.0 

1,378 

-9.5 

Perkin-Elmer 

475 

2 

— 

477 

10 

603 

2.41 

2.3 

448 

28.9 

Perpetual  Savings 

1,249 

— 

4,820 

6,068 

7 

17 

0.07 

6.9 

4,920 

690.2 

Pfizer 

These  800  chief  executives  earned  a  combined  $1  billion  last  year.  But  note  that  the 
companies  they  lead  earned  $146  billion.  On  average,  chief  executive  earnings  come  to 
just  $7  per  $1,000  dollars  of  profit,  or  less  than  $5  per  $1,000  if  stock  gains  are  excluded. 

800 

34 

— 

834 

NA 

342 

0.02 

0.2 

1,612 

150.6 

Phelps  Dodge 

447 

16 

— 

463 

NA 

616 

0.35 

1.9 

1,545 

43.7 

PHH  Group 

360* 

— 

— 

360 

NA 

687 

t 

§ 

3,181 

542.4 

Phil  Electric 

1,494 

— 

— 

1,494 

12 

146 

0.05 

10.7 

22,279 

1,842.0 

Philip  Morris 

729 

4 

— 

733 

-11 

409 

0.06 

2.6 

10,721 

35.0 

Phillips  Pet 

NA3 

— 

— 

— 

NA 

— 

0.04 

1.4 

6,198 

209.4 

Pillsbury 

865 

3 

— 

868 

23 

321 

0.02 

0.5 

1,928 

268.4 

Pinnacle  West 

300 

— 

— 

300 

NA 

725 

0.40 

3.9 

846 

52.3 

Pioneer  Hi-Bred 

794 

— 

— 

794 

16 

374 

0.09 

3.1 

2,251 

199.4 

Pitney  Bowes 

793 

75 

36 

904 

31 

309 

i 

0.3 

2,678 

204.8 

PNC  Financial 

"Annualized  salary. 

JLess  than  0  01%. 

§Less  than  $100,000     NA: 

Not  available. 
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Corporate  America's  Most  Powerful  People 


Company 

Chief  executive/age 

Tenure  (years) 
with           as 
firm          CEO 

Birthplace 

Professional  i 
backgrounds . 

undergraduate/graduate 

Polaroid 

I  MacAllister  Booth/56 

30 

2 

Atlanta  GA 

Cornell  '55/Cornell,  MBA  '58 

operations  1 

Portland  General 

Robert  H  Short/63 

33 

8 

Klamath  Falls  OR 

Oregon  '50 

finance 

Potlatch 

Richard  B  Madden/59 

17 

17 

Short  Hills  NJ 

Princeton  '51/Michigan,  JD  '56 

finance 

Potomac  Electric 

W  Reid  Thompson/63 

17 

17 

Durham  NC 

Harvard  '49 

legal 

PPG  Industries 

Vincent  A  Sarni/59 

19 

4 

Bayonne  NJ 

Rhode  Island  '49/Harvard,  AMP  '73 

marketing 

Premark  Intl 

Warren  L  Batts/55 

8 

2 

Norfolk  VA 

Georgia  Tech  '61 /Harvard,  MBA  '63 

administrat 

Premier  Bancorp 

G  Lee  Griffin/49 

26 

± 

Leavenworth  KS 

Texas  '60/Louisiana  St,  MS  '62 

banking 

Premier  Industrial 

Morton  L  Mandel*/67 

48 

48 

NA 

administrat 

Price  Co 

Robert  E  Pnce*/45 

12 

12 

San  Diego  CA 

Pomona  '64 

administrat 

Prime  Computer 

Joe  M  Henson/54 

6 

6 

Fort  Smith  AR 

Arkansas  '54 

marketing 

Prime  Motor  Inns 

Peter  E  Simon*/61 

20 

20 

Passaic  NJ 

administrat 

Primerica 

Gerald  Tsai  Jr/59 

6 

2 

China 

Boston  U  '49/Boston  U,  MA  '49 

investment 

Procter  &  Gamble 

John  G  Smale/60 

36 

7 

Canada 

Miami  of  OH  '49 

marketing 

Progressive 

Peter  B  Lewis/54 

33 

23 

Cleveland  OH 

Princeton  '55 

insurance 

Provident  Life  &  Ace 

H  Carey  Hanlm/63 

40 

9 

Chattanooga  TN 

Michigan  '48 

insurance 

Public  Service  Colo 

Richard  F  Walker  64 

39 

10 

Alliance  NE 

Colorado  '49 

technical 

Public  Service  Ind 

Hugh  A  Barker/62 

30 

11 

Stillwater  MN 

Minnesota  '49 

finance 

Public  Service  NH 

Robert  |  Harrison/56 

31 

5 

St  Charles  MO 

Oklahoma  '57 

finance 

Public  Service  NM 

Jerry  D  Geist/54 

28 

12 

Raton  NM 

Colorado  '56 

technical 

Pub  Svc  Enterprise 

E  James  Ferland/46 

2 

2 

Boston  MA 

Maine  '64/New  Haven,  MBA  '76 

technical 

Puget  Sound  Bancorp 

William  W  Philip/61 

37 

16 

Tacoma  WA 

banking 

Puget  Sound  P&L 

John  W  Elhs/59 

18 

12 

Seattle  WA 

Washington  '50/Washington,  JD  '53 

legal 

Quaker  Oats 

William  D  Smithburg/49 

22 

*7 

Chicago  IL 

DePaul  '60/Northwestern,  MBA  '61 

marketing 

Quantum  Chemical 

John  Hoyt  Stookey/58 

18 

2 

New  York  NY 

technical 

Ralston  Purina 

William  P  Stint;  5  < 

24 

7 

lasper  AR 

Northwestern  '59/St  Louis,  MA  '68 

marketing 

Raychem 

Paul  M  CookV64 

31 

31 

Ridgewood  NJ 

MIT  '47 

technical 

Raytheon 

Thomas  L  Phillips/64 

40 

20 

Turkey 

Virginia  Poly  '47/Virginia  Poly,  MS  '48 

technical 

Reebok  International 

Paul  B  Fireman/44 

9 

9 

Cambridge  MA 

Boston  U  NA 

sales 

Reliance  Group 

Saul  P  Steinberg"  4h 

27 

27 

New  York  NY 

Pennsylvania  '61 

investment 

Republic  New  York 

Walter  H  Wdner/57 

8 

8 

Brooklyn  NY 

Michigan  '52/Michigan,  JD  '53 

legal 

Reynolds  Metals 

William  O  Bourkc  61 

7 

2 

Chicago  IL 

DePaul  '51 

operations    | 

Riggs  National 

lot-  L  Allbntton/63 

7 

7 

D'LoMS 

Baylor  '49 

finance 

Rite  Aid 

Alex  GrassV60 

35 

26 

Scranton  PA 

Florida  49 

legal 

R|R  Nabisco 

F  Ross  lohnson  56 

15 

1 

Canada 

U  ot  Manitoba  '52/U  of  Toronto,  MBA 

'56   operations 

Roadway  Services 

loscph  M  Clapp  ^1 

21 

1 

Greensboro  NC 

N  Carolina  '58 

sales 

Rochester  Community 

Leonard  S  Simon/51 

19 

4 

Passaic  NJ 

MIT  '58/Columbia,  PhD  '63 

marketing 

Rockwell  l"i! 

Donald  R  Beall/49 

l7 

t 

Beaumont  CA 

San  Jose  State  '60/Pittsburgh,  MBA  '61 

administrat) 

Rohm  &  II 

Vincent  L  Gregory  |r/64 

39 

18 

Oil  City  PA 

Princeton  '49/Harvard,  MBA  '51 

finance 

Rollins  Environmental 

Darrell  M  Trcnt/49 

5 

5 

Neosho  MO 

Stanford  '61 /Columbia,  MBA  '64 

technical 

Rum-  I  St 

Lucius  H  Harvin  111/49 

24 

8 

Boston  MA 

N  Carolina  '60/Duke,  JD  '63 

retailing 

'rnthild 

GaXJ   L  fiber  in. in    M 

New  York  NY 

Emory  '76/ Pennsylvania,  MBA  '80 

banking 

|  IVVito/57 

20 

9 

Trenton  NJ 

Maryland  '56 

legal 

ey  CGault/62 

8 

g 

Wooster  OH 

Wooster  '48 

marketing 

M  Anthony  i 

14 

5 

Las  Vegas  NV 

Brigham  Young  '64/Cal  Berkeley,  MBA 

'65  finance 

Bruce  M.nnc-v  61 

38 

■» 

Tacoma  WA 

Washington  '48/Washington,  JD  '49 

legal 

l<  ssthan  si\  months  service 

sales  and 

is  reported  in  the  Forbes  sixk  Annual  i  lirecton  issue,  Apr  2S.  I9S8 

;Ne\\  CEO  in  198 

FORBES,  MAY  30,  1* 

^^^^^■■■■■■^^■^^H 

%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

othet 

stock 
gains 

total 

$449 

$337 

— 

$786 

0 

378 

X 

$0.1 

$1,764 

$116.1 

Polaroid 

563 

5 

— 

568 

83% 

526 

0.01% 

0.1 

764 

78.0 

Portland  General 

865 

11 

$4,106 

4,981 

3 

25 

0.17 

1.5 

992 

87.6 

Potlatch 

647 

12 

— 

659 

6 

457 

0.10 

2.0 

1,332 

208.2 

Potomac  Electric 

878 

13 

52 

943 

26 

289 

0.04 

1.7 

5,183 

377.1 

PPG  Industries 

969 

173 

— 

1,142 

21 

225 

0.46 

4.8 

2,197 

71.5 

Premark  Intl 

242 

14 

— 

256 

NA 

752 

0.23 

0.3 

445 

-18.4 

Premier  Bancorp 

352 

1 

— 

353 

NA 

692 

20.38 

260.0 

487 

56.0 

Premier  Inds 

229 

— 

— 

229 

1 

765 

2.73 

51.8 

3,487 

81.4 

Price  Co 

738 

59 

665 

1,462 

NA 

151 

0.01 

0.1 

961 

64.8 

Prime  Computer 

709 

23 

1,112 

1,843 

9 

107 

2.29 

25.3 

254 

59.6 

Prime  Motor  Inns 

1,540 

89 

— 

1,629 

26 

129 

2.46 

32.8 

3,762 

198.6 

Primerica 

1,243 

155 

201 

1,599 

15 

133 

0.02 

2.7 

17,892 

481.0 

Procter  &  Gamble 

1,606 

30 

1,979 

3,615 

139 

40 

13.00 

105.8 

1,000 

89.8 

Progressive 

400 

58 

— 

458 

-11 

620 

0.02 

0.1 

2,515 

93.9 

Provident  Life 

264 

— 

— 

264 

1 

747 

0.02 

0.2 

1,657 

143.7 

Public  Svc  Colo 

269 

1 

— 

270 

31 

743 

0.02 

0.1 

1,070 

145.3 

Public  Svc  Ind 

248 

— 

— 

248 

14 

757 

X 

§ 

549 

-87.0 

Public  Svc  NH 

427 

288 

— 

715 

-9 

421 

0.05 

0.3 

690 

95.4 

Public  Svc  NM 

495 

10 

— 

505 

19 

576 

X 

0.1 

4,211 

520.5 

Public  Svc  Ent 

315 

9 

— 

324 

1 

713 

0.68 

2.2 

356 

18.6 

Puget  Sound  Bncp 

336 

— 

— 

336 

49 

703 

0.03 

0.3 

729 

120.4 

Puget  Sound  P&L 

998 

611 

— 

1,609 

14 

131 

0.19 

7.4 

4,872 

209.2 

Quaker  Oats 

982 

5 

1,091 

2,077 

50 

89 

0.12 

3.0 

2,567 

251.6 

Quantum  Chemical 

869 

580 

611 

2,060 

16 

91 

0.53 

25.9 

,5,913 

359.9 

Ralston  Purina 

645 

18 

— 

663 

99 

452 

3.55 

60.5 

1,016 

89.8 

Raychem 

1,005 

4 

317 

1,325 

7 

178 

0.20 

9.0 

7,659 

445.1 

Raytheon 

15,424 

4 

— 

15,427 

18 

5 

14.83 

250.6 

1,389 

165.2 

Reebok  Intl 

4,272 

36 

— 

4,308 

2 

33 

56.17 

241.5 

3,363 

125.9 

Reliance  Group 

555 

— 

— 

555 

-16 

534 

0.07 

09 

1,665 

33.0 

Republic  NY 

938 

20 

849 

1,806 

32 

110 

0.05 

1.1 

4,284 

200.7 

Reynolds  Metals 

700 

— 

— 

700 

8 

433 

33.62 

101.2 

479 

1.0 

Riggs  National 

525 

102 

— 

627 

-4 

479 

6.51 

104.3 

2,273 

133.8 

Rite  Aid 

1,737 

980 

— 

2,716 

NA 

60 

0.09 

12.1 

15,766 

1,289.0 

RIR  Nabisco 

■    273 

— 

— 

273 

NA 

739 

0.08 

0.9 

1,909 

50.5 

Roadway  Services 

313 

— ' 

— 

313 

48 

717 

0.18 

0.3 

298 

15.3 

Rochester  Commun 

1,108 

26 

2,408 

3,542 

NA 

41 

0.11 

5.5 

11,936 

678.6 

Rockwell  Intl 

932 

10 

444 

1,386 

17 

159 

0.14 

2.9 

2,203 

195.5 

Rohm  &  Haas 

1,448 

— 

480 

1,927 

NA 

103 

0.61 

6.4 

185 

31.3 

Rollins  Environ 

275 

88 

— 

363 

NA 

686 

7.07 

6.0 

1,337 

18.1 

Rose's  Stores 

NA2 

— 

— 

— 

NA 

— 

X 

§ 

461 

-129.1 

LF  Rothschild 

812 

— 

— 

812 

9 

359 

1.48 

15.9 

388 

10.6 

Rouse 

851 

266 

— 

1,118 

4 

232 

0.39 

6.4 

1,015 

84.5 

Rubbermaid 

990 

— 

— 

990 

4 

277 

0.21 

4.9 

4,609 

187.1 

Ryder  System 

442 

14 

— 

456 

16 

621 

0.05 

0.7 

2,592 

231.4 

Safeco 

*Less  than  0.01%.     §Less  than  $100,000 

NA:  Not 

available. 
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Did  you  hear  t 
farmer's  data? 


It  seems  there  was  a  certain  multi-billion-dollar-a-year  I 
farmer.  One  who  believed  in  other  liquids  besides  milk.  I 

So  he  acquired  Gulf  Oil  in  eleven  northeastern  states.  I 
By  now  you  probably  know  his  name:  Cumberland  Farms.     I 

Well,  sir;  one  morning  in  the  midst  of  all  this  growth,  J 
Cumberland  Farms  discovered  they;d  outgrown  their  own  1 
communications  system.  So  they  started  looking  around  for  a  1 
company  that  handles  telecommunications  and  information 
management  as  well  as  they  handle  liquids. 

They  picked  NYNEX;  for  some  interesting  reasons. 

Naturally  Cumberland  Farms  knows  the  value  of 
freshness.  So  when  NYNEX  came  up  with  some  fresh  ideas 
for  them— like  privately  owned  lines  with  data  capabilities 
between  their  headquarters  and  their  distribution  center,  and 
an  expandable  system— they  liked  the  freshness  of  our  thinking 


one  about  the 


They're  also  known  for  competitive  prices.  So  when 
ley  saw  our  bid;  they  said,  How  now7  NYNEX.  And  as  experts 
l  liquidity  they  were  glad  to  let  NYNEX  help  with  the  deal. 

The  NYNEX  family  of  companies  would  like  to 
'ork  with  you;  too.  Besides  the  advanced  network  services 
ffered  by  New  England  Telephone  and  New  York  Telephone,  we 
ave  ten  companies  across  the  nation  in  information  and  office 
/stems,  business  services,  software  and  publishing. 

Because  once  our  clients  find  out  the  answer  is 
YNEX;  how;re  you  gonna  keep  ;em  down  on  the  farm? 

THE  ANSWER  IS 

NYNEX 

INFORMATION  SYSTEMS  •  TELECOMMUNICATIONS  •  SOFTWARE 
PUBLISHING  •  BUSINESS  SERVICES 


Corporate  America's 

Most  Powerful  People 

Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Professional 
background 

undergraduate/graduate 

Safety-Kleen 

Donald  W  Brinckman757 

20 

20 

Chicago  IL 

Northwestern  '54/MBA  '59 

marketing 

St  Paul  Cos 

Robert  I  Haugh/62 

39 

4 

Milwaukee  WI 

Marquette  '46/Marquette,  JD  '48 

insurance 

St  Paul  Bancorp 

Joseph  C  Scullv*/46 

25 

6 

Detroit  MI 

Loyola  '62/Loyola,  MBA  72 

banking 

Salomon 

John  H  Gutfreund/59 

35 

4 

New  York  NY 

Oberlin  '51 

investment 

San  Diego  G&E 

Thomas  A  Page/55 

10 

7 

Niagara  Falls  NY 

Purdue  '55/Purdue,  MS  '63 

technical 

San  Francisco  Federal 

Patrick  H  Price/60 

35 

3 

Coos  Bay  OR 

banking 

Santa  Fe  Southern 

Robert  D  Krebs/46 

22 

1 

Sacramento  CA 

Stanford  '64/Harvard,  MBA  '66 

administrate 

Sara  Lee 

John  H  Bryan  |r/51 

28 

13 

West  Point  MS 

Rhodes  C  '58 

administrati 

Scana 

John  A  Warren/63 

31 

3 

Paducah  KY 

Vanderbilt  '48 

operations 

Schering-Plough 

Robert  P  Luciano/54 

10 

6 

New  York  NY 

CUNY  City  Col  '54/Michigan,  JD  '58 

legal 

Scott  Paper 

Philip  E  Lippincott/52 

29 

6 

Camden  Nl 

Dartmouth  '57/Michigan  St,  MBA  '64 

operations 

Seagate  Technology 

Allan  F  Shugart*/57 

9 

9 

Los  Angeles  CA 

Redlands  '53 

technical 

Seamen's 

Robert  K  Utley  111/43 

3 

3 

NA 

finance 

Sears,  Roebuck 

Edward  A  Brennan/54 

32 

2 

Chicago  IL 

Marquette  '55 

retailing 

Security  Pacific 

Richard  |  Flamson  111/59 

33 

10 

Los  Angeles  CA 

Claremont  Mens  '51 

banking 

Service  Corp  Intl 

Robert  L  Waltnp*/57 

26 

26 

Austin  TX 

Houston  '54 

operations 

Service  Merchandise 

Raymond  Zimmerman*/55 

28 

15 

Memphis  TN 

retailing 

Shawmut  National 

|oel  B  Alvord/49 

25 

2 

Manchester  CT 

Dartmouth  '60/Dartmouth,  MBA  '61 

banking 

Sherwin-Williams 

Fohn  G  Breen/53 

9 

9 

Cleveland  OH 

John  Carroll  '56/Case  Western,  MBA  '61 

operations 

Sigma-Aldrich 

CarlTCon/51 

18 

5 

NA 

administrati 

Signet  Banking 

Frederick  Deane  |r/61 

35 

15 

Boston  MA 

Harvard,  MBA  '5 1 

finance 

SmithKline  Beckman 

Henry  Wendt/54 

33 

6 

Neptune  City  NJ 

Princeton  '55 

marketing    I 

Snap-on  Tools 

Marion  F  Gregory/54 

i3 

* 

Denison  TX 

sales 

I 

Society 

Robert  W  Gillespie/44 

20 

1 

Cleveland  OH 

Ohio  Wesleyan  '66/Case  West,  MBA  '68 

banking 

Society  for  Savings 

Elliott  C  Miller/54 

16 

9 

Cambridge  MA 

Harvard  '56/Michigan,  JD  '61 

legal 

Sonat 

Ronald  L  Kuehn  |r/53 

18 

4 

Queens  NY 

Fordham  '64 

legal 

Sonoco  Products 

Charles  W  Coker  |r/55 

30 

18 

Hartsville  SC 

Princeton  '55/Harvard,  MBA  '57 

administrati! 

South  Carolina  Natl 

lames  G  Lindley/56 

9 

7 

Greensboro  NC 

N  Carolina  '53/NYU,  MBA  '60 

banking 

Southeast  Banking 

Charles  |  Zwick/61 

19 

9 

Plantsville  CT 

Connecticut  '50/Harvard,  PhD  '54 

finance 

So  Calif  Edison 

Howard  P  Allen/62 

34 

4 

Upland  CA 

Pomona  '48/Staniord,  JD  '51 

legal 

Southern  Company 

Edward  L  Addison/58 

34 

5 

Cottageville  SC 

S  Carolina  '50 

technical 

1 

So  New  England  Tel 

Walter  H  Monteith  i 

34 

4 

Framingham  MA 

Amherst  '52 

sales 

Southmark 

Gene  E  Phillips/50 

8 

7 

Gaffney  SC 

Clemson  '59 

investment   1 

SouthTrust 

Wallace  DMalone)r/51 

29 

7 

Dothan  AL 

Alabama  '57/Pennsylvania,  MS  '59 

banking 

Southwest  Gas 

William  M  Laub  Sr/63 

40 

24 

Philippines 

Calif  Berkeley  '50 

legal 

Southwestern  Bell 

Zane  E  Barnes/66 

47 

13 

Marietta  OH 

Marietta  '47 

operations 

Southwestern  Puh  S\i 

Bert  Ballengee/63 

39 

3 

Trinidad  CO 

Texas  '48 

finance 

Sovran  Financial 

Clifford  A  Cutchins  111/64 

41 

8 

Southampton  VA 

Virginia  Polytech  '47 

banking 

Sprints  Industries 

Walter  Y  Elisha/55 

8 

7 

Gary  IN 

Wabash  '54/Harvard,  MBA  '65 

administrati 

Souatt  1) 

Dalton  L  Knauss  60 

19 

5 

Imboden  AR 

technical 

Squibb 

Richard  M  Furlaud 

33 

22 

New  York  NY 

Princeton  '44/Harvard,  JD  '47 

legal 

Stale*  Continental 

Donald  E  Nordlund/66 

32 

15 

Stromsburg  NE 

Midland  Luth  '43/Michigan,  JD  '48 

legal 

■trd  Fed!  Bank 

Thomas  R  Ricketts/57 

32 

14 

Detroit  MI 

Michigan  '53/Michigan,  JD  '56 

legal 

Richard  H  Ayers/45 

16 

1 

Newton  MA 

MIT  '65/MIT,  MS  '67 

operations 

William  S  r.lgerly/61 

13 

13 

Lewiston  ME 

MIT  '49/Harvard,  MBA  '55 

finance 

0,  less                  mths  sen  ice 

'  Sales  and 

profit 

.is  reported  In  the-  Forbes  500s  Annual  Director]  issue,  Apr  2S.  19HK 

FORBES 

,  MAY  30,  19 

■L>         . 

^^■■■■■■■■■■■■H 

%  change 

salary 

+  bonus 

Rank 

among 

800  execs 

Stock 

% 

owned 

mkt  val 
(mil) 

— Company  data' — 
sales         profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$515 

— 

— 

$515 

NA 

566 

1.18% 

$10.6 

$334 

$35.1 

Safety-Kleen 

852 

$26 

$60 

938 

18% 

291 

0.05 

1.0 

3,366 

318.8 

St  Paul  Cos 

450 

90 

— 

540 

NA 

550 

1.02 

1.3 

244 

20.2 

St  Paul  Bancorp 

1,253 

10 

— 

1,263 

-60 

194 

0.09 

2.7 

6,003 

142.0 

Salomon 

482 

9 

— 

491 

9 

587 

0.06 

1.0 

1,904 

179.1 

San  Diego  G&E 

269 

— 

— 

269 

NA 

744 

0.20 

0.2 

264 

20.0 

San  Fran  Fedl 

889 

— 

— 

889 

NA 

313 

0.03 

0.7 

5,448 

373.5 

Santa  Fe  South 

1,251 

588 

3,949 

5,788 

6 

20 

0.18 

8.2 

9,671 

294.9 

Sara  Lee 

270 

15 

— 

285 

16 

737 

0.14 

1.7 

1,116 

128.9 

Scana 

1,221 

5 

2,026 

3,252 

34 

47 

0.01 

0.8 

2,699 

316.4 

Schering-Plough 

802 

— 

355 

1,157 

16 

218 

0.04 

1.2 

4,122 

233.8 

Scott  Paper 

1,264 

— 

3,213 

4,476 

224 

30 

1.13 

11.3 

1,076 

115.3 

Seagate  Tech 

470 
i     _. 

— 

— 

470 

NA 

609 

6.18 

5.6 

368 

18.7 

Seamen's 

1,507 

487 

— 

1,994 

21 

97 

0.01 

1.4 

48,440 

1,498.9 

Sears,  Roebuck 

1,009 

34 

419 

1,462 

-9 

150 

0.03 

1.0 

7,618 

15.7 

Security  Pacific 

500 

42 

— 

542 

-24 

549 

1.27 

13.3 

527 

61.4 

Svc  Corp  Intl 

461 

29 

— 

490 

-18 

589 

8.16 

23.1 

2,719 

24.9 

Svc  Merchandise 

685 

70 

399 

1,154 

NA 

219 

0.17 

2.7 

2,341 

158.9 

Shawmut  National 

839 

99 

831 

1,770 

4 

113 

0.90 

10.4 

1,793 

96.6 

Sherwin-Williams 

653 

13 

— 

666 

NA 

450 

0.16 

1.7 

305 

41.9 

Sigma- Aldrich 

593 

254 

— 

848 

13 

330 

0.33 

2.2 

1,035 

23.5 

Signet  Banking 

1,529 

14 

805 

2,348 

27 

75 

0.05 

3.4 

4,329 

570.1 

SmithKline 

444 

— 

— 

444 

NA 

632 

0.03 

0.5 

754 

88.6 

Snap-on  Tools 

498 

20 

98 

616 

NA 

494 

0.05 

0.4 

877 

90.9 

Society 

300 

112 

— 

412 

26 

654 

0.63 

1.2 

368 

29.9 

Society  for  Svgs 

662 

— 

— 

662 

12 

453 

0.05 

0.5 

1,418 

105.0 

Sonat 

642 

— 

741 

1,383 

NA 

160 

1.32 

16.2 

1,312 

61.5 

Sonoco  Products 

467 

66 

— 

533 

23 

556 

0.17 

0.8 

489 

52.9 

S  Carolina  Natl 

617 

4 

— 

621 

11 

489 

0.34 

2.1 

1,164 

38.4 

Southeast  Banking 

750 

23 

— 

773 

13 

386 

+ 

0.6 

5,493 

720.6 

So  Calif  Edison 

524 

30 

— 

554 

-15 

535 

X 

0.4 

7,010 

554.4 

Southern  Company 

442 

12 

— 

455 

17 

622 

0.02 

0.3 

1,470 

139.7 

So  New  Eng  Tel 

861 

— 

— 

861 

25 

324 

23.45 

26.5 

2,059 

86.2 

Southmark 

539 

44 

66 

649 

14 

465 

1.07 

5.8 

505 

60.4 

SouthTrust 

'422 

2 

— 

424 

NA 

646 

0.56 

2.1 

661 

39.7 

Southwest  Gas 

1,134 

186  ' 

— 

1,320 

5 

180 

0.02 

1.8 

8,003 

1,047.1 

Southwestern  Bell 

230 

3 

— 

233 

-12 

763 

0.02 

0.2 

776 

104.1 

Southwestern  PS 

806 

132 

79 

1,017 

26 

266 

0.11 

2.1 

2,019 

217.4 

Sovran  Financial 

1,000 

30 

— 

1,030 

23 

264 

0.35 

2.1 

1,661 

55.7 

Springs  Inds 

822 

— 

— 

822 

24 

349 

0.55 

8.2 

1,484 

110.0 

Square  D 

1,405 

745 

11,891 

14,040 

16 

6 

0.22 

13.1 

2,157 

358.4 

Squibb 

929 

410 

90 

1,429 

0 

154 

0.70 

7.8 

3,409 

58.0 

Staley  Contl 

462 

— 

— 

462 

NA 

616 

0.14 

0.3 

808 

56.8 

Standard  Fedl  Bk 

496 

93 

— 

589 

NA 

512 

0.04 

0.6 

1,763 

86.6 

Stanley  Works 

657 

4 

9,455 

10,116 

12 

8 

1.39 

11.2 

757 

83.1 

State  St  Boston 

tLess  than  0.01%     NA:  Not  available 
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Company 

Chief  executive/age 

Tenure  (5 

with 

firm 

•ears) 

as 

CEO 

Birthplace 

undergraduate/graduate 

background 

IP  Stevens 

Whitney  Stevens/61 

40 

8 

Plainiield  NJ 

Princeton  '47 

sales 

Stone  Container 

Roger  W  Stone/53 

31 

9 

Chicago  IL 

Pennsylvania  '57 

marketing 

Student  Loan 

Edward  A  Fox/51 

15 

15 

New  York  NY 

Cornell  '58/NYU,  MBA  '63 

finance 

Subaru  of  America 

Harvey  H  Lamm/52 

20 

13 

Philadelphia  PA 

sales 

Sumitomo  Bank  Calif 

Keizo  Yoshida/52 

30 

1 

fapan 

Tokyo  '58 

legal 

Summit  Bancorp 

Thomas  D  Sayles  Jr/56 

18 

15 

Newton  Ctr  MA 

Dartmouth  '54/NYU,  MBA  '61 

banking 

Sun  Company 

Robert  McClements  Jr/59 

23 

3 

Philadelphia  PA 

Drexel  '52 

technical 

Sun  Microsystems 

Scott  G  McNealy*/33 

6 

4 

Columbus  OH 

Harvard  '76/Stanford,  MBA  '80 

operations 

Sundstrand 

Evans  W  Enkson/61 

36 

8 

Rockford  IL 

Illinois  '50 

technical 

SunTrust  Banks 

Robert  Strickland/61 

40 

12 

Atlanta  GA 

Atlanta  Law  '53 

banking 

Super  Food  Services 

lack  Twyman/54 

18 

16 

Pittsburgh  PA 

Cincinnati  '55 

administrai 

Super  Valu  Stores 

Michael  W  Wright/49 

11 

7 

Minneapolis  MN 

Minnesota  '61 /Minnesota,  |D  '63 

legal 

Sysco 

fohn  F  Woodhouse/57 

19 

5 

Wilmington  DE 

Wesleyan  '53/Harvard,  MBA  '55 

finance 

Talman  Home  Federal 

Theodore  H  Roberts/59 

3 

3 

Gillette  AR 

NW  St  La  '49/Oklahoma  St,  MA  '50 

banking 

Tambrands 

Edwin  H  Shutt  Ir/60 

7 

6 

St  Louis  MO 

Princeton  '50 

marketing 

Tandem  Computers 

lames  G  Trcvhig"  47 

14 

14 

Clarendon  TX 

Rice  '63,  Stanford,  MBA  '68 

administra 

Tandy 

|ohn  V  Roach/49 

21 

7 

Stamford  TX 

Texas  Christian  '61 /MBA  '65 

operations* 

TCF  Financial 

William  A  Cooper  44 

3 

3 

Detroit  MI 

Wayne  State  '67 

finance 

TECO  Energy 

Hugh  L  Culbreath/67 

31 

16 

Tampa  FL 

US  Naval  Acad  '44 

finance 

Tecumseh  Products 

Todd  W  Hcrrick  45 

16 

1 

Tecumseh  MI 

Notre  Dame  '67 

administra 

Tektronix 

David  P  Fncdlev  4h 

14 

1 

Mornstown  NI 

Cornell  '62 

marketing 

Tele-Communications 

lohn  C  Malonc/47 

15 

15 

Milford  CT 

Yale  '63/Johns  Hopkins,  PhD  '67 

administra 

Teledyne 

George  A  Robcrts/69 

47 

2 

Uniontown  PA 

Camegie-Mellon  '39/PhD  '42 

technical 

Temple-Inland 

Clifford  I  Grum/53 

20 

4 

Davenport  IA 

Austin  '56/Pennsylvania,  MBA  '58 

finance 

Tenneco 

lames  L  Ketelx 

29 

10 

Davenport  IA 

Northwestern  '52 

finance 

Tesoru  Petroleum 

Dennis  F  luren  S3 

18 

t 

La  Grange  TX 

Texas  '57/Houston,  MBA  '59 

technical 

Texaco 

Limes  W  Kinncar/60 

34 

1 

Pittsburgh  PA 

US  Naval  Acad  '50 

sales 

Texas  Air 

Francisco  A  Loreni 

16 

8 

New  York  NY 

Columbia  '61/Harvard,  MBA  '63 

finance 

Texas  American  Besh 

loseph  M  Grant  49 

13 

2 

San  Antonio  TX 

Southern  Methodist  '60/Texas,  PhD  '70 

banking 

Texas  Eastern 

Dennis  R  Hcndrix  Ir    is 

3 

1 

Selmai  I  N 

Tenn  Knoxville  '62/Georgia  St,  MBA  '67 

operations 

Texas  Instrument'. 

lerry  R  lunkins/50 

29 

3 

Fort  Madison  IA 

Iowa  St  '59/Southem  Methodist,  MS  '68 

operations 

lexas 

lerrv  S  i ■jiiumtnn 

31 

1 

Burkburnett  TX 

N  Texas  St  '55/N  Texas  St,  MBA  '58 

administra 

Textron 

Beverly  F  Dolan/60 

34 

3 

Augusta  GA 

Georgia  '52 

operations 

Inc 

1  Richard  Munro/57 

31 

8 

Syracuse  NY 

Colgate  '57 

operations 

Times  Mirror 

Robert  F  Erhuru/57 

27 

7 

Ventura  CA 

USC  '52/Harvard,  JD  '55 

legal 

William  R  Timkeo  h  49 

26 

13 

Canton  OH 

Stantord  60/  Harvard,  MBA  '62 

operations 

.  tark 

Ronald  K  Richey/61 

24 

3 

EneKS 

Washburn  '49/Washburn,  |D  '51 

insurance 

■ 

Charles  Lazarus 

32 

32 

Washington  DC 

administra 

•    rt.i  -.irlines 

Carl  C  lcahn/52 

2 

2 

Queens  NY 

Pnnceton  '57 

investment 

-  R  Harvey/53 

23 

7 

\  ngeles  CA 

Princeton  '56/Cahf  Berkeley,  MBA  '63 

finance 

esstl  in  six  months  service 

tided  12/31/86       '  Due. 

Sales  arte 

:<  'i  s  fees 

profits  as  reported  in  the  Forbes  500s  Annual  Director)  issue.Apr  2S.  19S8     - 
inly 
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■■■■■■■■■■■■■■I 

%  change           Rank 
salary            among 
+  bonus        800  execs 

Stock  owned 

mkt  val 
%                (mil) 

— Company  data1 — 
sales         profits 
(mil)           (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$754 

$72 

— 

$826 

9% 

348 

0.42% 

$4.4 

$1,635 

$56.9 

JP  Stevens 

757 

156 

— 

913 

71 

306 

2.74 

49.2 

3,233 

161.3 

Stone  Container 

664 

58 

— 

722 

89 

416 

i 

§ 

1,668 

181.0 

Student  Loan 

540 

— 

— 

540 

-11 

552 

0.30 

0.9 

1,746 

-54.0 

Subaru  of  Am 

NA2 

— 

— 

— 

NA 

— 

0.16 

0.3 

304 

20.4 

Sumitomo  Bk  Cal 

409 

11 

— 

420 

NA 

649 

071 

2.4 

245 

30.0 

Summit  Bancorp 

... 

852 

— 

$357 

1,209 

8 

206 

+ 

0.4 

8,691 

348.0 

Sun  Company 

433 

— 

— 

433 

NA 

637 

2.69 

33.3 

756 

48.0 

Sun  Microsystems 

700 

634 

— 

1,334 

6 

176 

0.33 

3.2 

1,365 

34.6 

Sundstrand 

515 

25 

336 

876 

7 

318 

0.15 

3.9 

2,561 

282.8 

SunTrust  Banks 

GM's  Roger  Smith's  total  compensation  of  $1.4  million  works  out 
to  $1.77  per  employee,  while  MBIA's  William  O.  Bailey's  compensa- 
tion works  out  to  over  $3,091  per  worker. 

499 

— 

150 

648 

13 

466 

1.56 

2.6 

1,533 

12.5 

Super  Food  Svc 

651 

— 

229 

880 

8 

316 

0.25 

4.1 

9,406 

108.6 

Super  Valu  Strs 

327 

— 

— 

327 

-28 

712 

0.31 

4.2 

3,991 

67.2 

Sysco 

600 

7 

— 

607 

0 

499 

3.39 

2.4 

533 

13.1 

Talman  Home  Fedl 

528 

— 

216 

744 

13 

400 

0.24 

2.9 

539 

76.6 

Tambrands 

513 

— 

— 

513 

48 

567 

0.51 

9.0 

1,080 

102.2 

Tandem  Computers 

829 

87 

— 

916 

36 

302 

0.06 

2.5 

3,655 

289.8 

Tandy 

485 

— 

— 

485 

47 

594 

1.09 

0.8 

570 

-67.7 

TCF  Financial 

351 

58 

— 

409 

10 

658 

0.05 

0.6 

970 

110.7 

TECO  Energy 

235 

5 

— 

240 

NA 

760 

0.18 

1.5 

951 

71.6 

Tecumseh  Prods 

NA; 

— 

— 

— 

NA 

— 

t 

§ 

1,389 

25.7 

Tektronix 

375 

15 

— 

390 

7 

673 

0.80 

33.1 

1,416 

36.0 

Tele-Commun 

800 

— 

— 

800 

0 

369 

0.85 

32.7 

4,288 

377.2 

Teledyne 

665 

2 

4,534 

5,201 

17 

23 

0.64 

8.6 

1,938 

141.4 

Temple-Inland 

1,049 

36 

— 

1,085 

11 

244 

0.02 

1.5 

14,790 

-218.0 

Tenneco 

375 

— 

43 

418 

NA 

651 

0.30 

0.4 

1,353 

-2.5 

Tesoro  Petroleum 

723 

4 

— 

727 

NA 

411 

0.02 

2.7 

34,372 

^4,407.0 

Texaco 

4743 

11  . 

— 

485 

NA 

593 

0.13 

0.6 

8,475 

^466.1 

Texas  Air 

297 

12 

— 

308 

5 

719 

0.32 

0.1 

508 

-78.0 

Texas  Am  Bcsh 

564 

105 

— 

669 

NA 

448 

0.03 

0.5 

3,573 

96.1 

Texas  Eastern 

685 

21 

— 

706 

37 

426 

0.18 

6.8 

5,595 

256.9 

Texas  Instruments 

433 

11 

— 

444 

NA 

630 

4- 

0.3 

4,083 

680.0 

Texas  Utilities 

1,855 

609 

657 

3,121 

27 

50 

0.12 

2.7 

7,248 

288.9 

Textron 

1,288 

— . 

6,125 

7,413 

61 

13 

0.17 

8.7 

4,193 

250.0 

Time  Inc 

1,302 

— 

— 

1,302 

17 

184 

0.18 

7.9 

3,080 

266.5 

Times  Mirror 

308 

— 

— 

308 

NA 

720 

14.56 

160.1 

1,230 

10.3 

Timken 

925 

59 

132 

1,116 

0 

233 

0.51 

8.6 

1,590 

200.9 

Torchmark 

3,594 

30 

56,410 

60,034 

20 

1 

0.77 

37.1 

3,137 

203.9 

Toys  "R"  Us 

25J 

— 

— 

25 

-17 

784 

75.65 

801.9 

4,056 

45.3 

Trans  World  Air 

1,300 

— 

— 

1,300 

61 

185 

0.04 

1.1 

7,175 

427.2 

Transamerica 

JLess  than  0.01%.     §Less 

than  $100,000      NA  No! 

available. 
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Company 

Chief  executive/age 

Tenure  (years) 
with            as 
firm          CEO 

Birthplace 

Professional  1 
background  1 

undergraduate/graduate 

Transco  Energy 

George  S  Slocum/48 

10 

1 

East  Orange  Nf 

Cornell  '62/Comell,  MBA  '67 

administrate  I 

Travelers 

Edward  H  Budd/55 

33 

7 

Zanesville  OH 

Tufts  '55 

insurance 

Triangle  Industries 

Nelson  Peltz/46 

5 

5 

New  York  NY 

Pennsylvania  '64 

administrate! 

Tribune 

Stanton  R  Cook/62 

37 

14 

Chicago  IL 

Northwestern  '49 

technical 

Trinova 

Darryl  F  Allen/44 

16 

2 

Detroit  MI 

Michigan  St  '65/Michigan,  MBA  '66 

finance 

Trustcorp 

George  W  Haigh/56 

12 

10 

Toledo  OH 

Dartmouth  '53 

banking 

TRW 

Ruben  F  Mettler/64 

33 

10 

Shafter  CA 

Cal  Tech  '44/Cal  Tech,  PhD  '49 

technical 

Tucson  Electric 

Einar  Greve/60 

13 

3 

Norway 

Tech  Inst  of  Norway  '51 /MIT,  MSEE  '53 

technical 

Turner 

Herbert  D  Conant/64 

38 

3 

Troy  NY 

Stevens  Inst  Tech  '46 

technical 

TW  Services 

Frank  L  Salizzoni/49 

21 

1 

Bndgeville  PA 

Penn  St  '60/George  Washmgton,  MEA  '64 

finance 

Tyson  Foods 

Don  Tyson/58 

36 

25 

Olathe  KS 

operations 

Union  Camp 

Raymond  E  Cartledge/58 

32 

2 

Pensacola  FL 

Alabama  '52 

sales 

Union  Carbide 

Robert  D  Kennedy/55 

33 

2 

Pittsburgh  PA 

Cornell  '55 

operations 

Union  Electric 

William  E  Cornelius/56 

26 

4 

Salt  Lake  UT 

Missouri  '53 

finance 

Union  National 

George  F  Kesel/55 

27 

11 

Pittsburgh  PA 

Williams  '54/Pennsylvania,  MBA  '56 

banking 

Union  Pacific 

Andrew  L  Lewis  lr/56 

2 

1 

Philadelphia  PA 

Haverford  '53/Harvard,  MBA  '55 

administrate 

Union  Planters 

Benjamin  W  Rawlins  |r/50 

14 

4 

Murfreesboro  TN 

Vanderbilt  '61 /Georgia  St,  MBA  '69 

banking 

Unisys 

W  Michael  Blumenthal/62 

8 

8 

Germany 

Calif  Berkeley  '51  /Princeton,  PhD  '56 

administrate 

United  Artists 

Stuart  D  Blair/39 

1 

1 

Scotland 

U  of  Glasgow,  MA '71 

administrate 

United  Banks  of  Colo 

N  Berne  Hart  SK 

34 

9 

Denver  CO 

Colorado  '51 

banking 

United  Brands 

Carl  H  Lindner/69 

4 

4 

Dayton  OH 

finance 

United  Cable  TV 

Gene  W  Schneider* /61 

35 

35 

Enid  OK 

Texas  '49 

administrate 

United  Financial 

K  ii.n  J  M  Gross/58 

3 

3 

Nashville  TN 

Vanderbilt  '50 

investment 

United  Illuminating 

George  W  Edwards  |r/49 

3 

3 

Memphis  TN 

Arkansas  '61 

administrate 

United  lersey  Banks 

T  Joseph  Semrod/51 

- 

7 

Oklahoma  Cit\ 

Oklahoma  '58/Oklahoma,  ID  '63 

banking 

United  Missouri  Bcsh 

R  Crosby  Kemper/61 

18 

18 

Kansas  City  MO 

banking 

US  Bancorp 

Roger  L  Breezley/50 

11 

1 

Wilhston  ND 

North  Dakota  '60 

finance 

US  Shoe 

Philip  G  Barach/58 

27 

20 

Boston  MA 

Boston  U  '51 /Harvard,  MBA  '55 

administrate 

United  Technologies 

Robert  F  Damell/54 

32 

2 

Milton  MA 

Boston  U  '54 

technical 

United  Telecom 

William  T  Esrey/48 

8 

3 

Philadelphia  PA 

Denison  '61  /Harvard,  MBA  '64 

administrate 

Universal 

Gordon  L  Crenshaw/66 

42 

23 

Richmond  VA 

Virginia  '43 

sales 

Unocal 

Fred  L  Hartley/71 

49 

23 

Canada 

U  of  Brit  Columbia  '39 

technical 

UNUM  Corp 

lames  F  Orr  III  45 

2 

1 

Minneapolis  MN 

Villanova  '62/Boston  U,  MBA  '69 

banking 

Upjohn 

1  heodore  ( loopei  59 

8 

1 

Trenton  N( 

Georgetown  49/St  Louis,  PhD  '56 

technical 

US  West 

fack  A  MacAllister/60 

38 

13 

Humeston  IA 

Iowa  '50 

administrate 

USAir  Group 

Edwin  1 1  lolodny  61 

31 

13 

Burlington  VT 

Harvard  '51 

legal 

■■ 

>6 

35 

8 

Birmingham  AL 

Auburn  '53 

insurance 

Robert  (  Day/63 

38 

3 

Sharon  PA 

Penn  St  '47 

sales 

Gordon  I  I  u.shs  |r/67 

29 

22 

Remsen  IA 

marketing 

US1 

Louis  F  Bantle/59 

26 

15 

Bridgeport  CT 

Syracuse  '51 

marketing 

David  M  Roderick  64 

35 

9 

Pittsburgh  PA 

Pittsburgh  '56 

finance 

Frank  N  Davis/63 

40 

1 

Salt  Lake  UT 

Purdue  46 

technical 

Harold  C  Simmona/57 

6 

1 

Alba  TX 

Texas  '51 /Texas,  MA  '52 

investment 

Gus  AZuchlke'66 

35 

29 

Apple  ton  Wl 

Notre  Dame    i  i 

banking 

D.m  L  Ni 

5 

Paragould  AR 

banking 

1 

inths  service 

!      H'sl          > 

1  Sali 
Figures  are  u 

profti 
i  year 

-  as  reported  in  the  Forbes  500s  Annual  Director)  issue.  Apr  25,  I'Mk 
ended  12/31 

paid 

FORBES 

MAY  30,  19 

^^m^mUBRp^^'                      l  :^SP^?^  ^^^™^3BBpW8BBBI 

%  change 

salary 
+  bonus 

Rank 

among 
800  execs 

Stock  owned 

mkt  val 
%                (mil) 

— Company  data' — 
sales         profits 
(mil)          (mil) 

Company 

salary 
+  bonus 

other 

stock 
gains 

total 

$463 

$146 

— 

$609 

NA 

498 

0.07%            $0.6 

$3,242 

$-82.3 

Transco  Energy 

876 

49 

— 

924 

6% 

299 

0.04                  1.2 

17,459 

302.9 

Travelers 

NA2 

— 

— 

— 

NA 

— 

21.45               43.3 

4,336 

55.5 

Triangle  Inds 

922 

29 

$2,508 

3,459 

16 

44 

0.46                13.9 

2,160 

141.5 

Tribune 

766 

— 

736 

1,502 

15 

145 

0.07                 0.7 

1,682 

75.1 

Trinova 

468 

— 

22 

490 

23 

588 

0.18                 0.6 

517 

51.0 

Trustcorp 

1,061 

32 

3,530 

4,623 

8 

27 

0.24                 6.2 

6,821 

243.4 

TRW 

327 

— 

1,533 

1,860 

11 

106 

0.19                 2.7 

472 

126.0 

Tucson  Electric 

461 

— 

31 

492 

-6 

585 

0.69                 0.5 

2,790 

-22.3 

Turner 

584 

2 

— 

586 

NA 

516 

0.11                  0.9 

2,492 

56.5 

TW  Services 

3,447 

48 

— 

3,495 

28 

43 

3.13               29.6 

1,796 

70.0 

Tyson  Foods 

662 

10 

141 

813 

66 

358 

0.02                 0.5 

2,308 

207.5 

Union  Camp 

1,000 

7 

108 

1,115 

30 

234 

i                 0.3 

6,914 

232.0 

Union  Carbide 

465 

2 

— 

467 

8 

613 

0.01                  0.3 

1,946 

333.9 

Union  Electric 

198* 

9 

22 

230 

NA 

764 

0.10                 0.3 

294 

30.3 

Union  National 

1,200 

48 

2,753 

4,000 

NA 

36 

0.02                  1.7 

5,943 

583.0 

Union  Pacific 

450 

40 

— 

490 

NA 

591 

0.37                 0.7 

257 

10  1 

Union  Planters 

1,278 

271 

8,433 

9,983 

27 

9 

0.02                  1.0 

9,713 

578.0 

Unisys 

153 

— 

— 

153 

NA 

782 

0.01                  0.1 

701 

25.8 

United  Artists 

300 

8 

— 

307 

4 

722 

0.25                 0.6 

548 

0.7 

United  Bks  Colo 

699^ 

3 

— 

702 

NA 

431 

§ 

3,268 

61.3 

United  Brands 

403 

— 

— 

403 

NA 

661 

2.09               27.1 

241 

-7.2 

United  Cable  TV 

565 

— 

— 

565 

13 

528 

1.37                 0.1 

672 

-118.0 

United  Financial 

269 

— 

— 

269 

19 

746 

0.08                 0.2 

498 

95.2 

United  Ilium 

701 

159 

— 

859 

13 

325 

0.13                  1.1 

893 

102.7 

United  Jersey  Bks 

422 

30 

135 

587 

2 

515 

6.72               22.8 

287 

32.3 

United  Missouri 

383 

18 

— 

400 

NA 

662 

0.07                 0.6 

1,154 

99.6 

US  Bancorp 

600 

1,731 

— 

2,331 

24 

76 

0.29                 2.5 

2,168 

36.0 

US  Shoe 

1,088 

64 

49 

1,200 

28 

209 

0.02                  1.1 

17,170 

591.7 

United  Tech 

639 

— 

— 

639 

6 

471 

0.01                  0.4 

2,982 

-51.5 

United  Telecom 

538 

11 

— 

548 

7 

542 

0.80                 4.5 

2,298 

61.8 

Universal 

964 

5 

— 

970 

4 

283 

0.27               11.5 

8,446 

181.0 

Unocal 

479 

2 

— 

481 

NA 

598 

0.02                 0.2 

2,094 

94.8 

UNUM  Corp 

803 

6 

537 

1,346 

NA 

169 

0.06                 3.1 

2,530 

305.0 

Upjohn 

863 

51 

— 

914 

26 

304 

0.02                  1.9 

8,445 

1,005.5 

US  West 

608 

30 ' 

242 

880 

1 

315 

0.28                 4.2 

3,001 

194.6 

USAir  Group 

873 

238 

— 

1,112 

-23 

235 

0.03                 0.6 

4,826 

265.3 

USF&G 

833 

7 

51 

891 

8 

311 

0.31                  6.7 

2,898 

204.3 

USG 

769 

— 

30 

799 

12 

371 

0.40                 2.5 

1,189 

79.8 

USLife 

1,535 

15 

— 

1,550 

28 

141 

1.09                18.8 

576 

130.9 

UST  Inc 

1,364 

— 

2,484 

3,848 

85 

38 

0.01                  0.9 

13,898 

206.0 

USX 

174 

1 

— 

176 

NA 

779 

%                 0.1 

983 

144.8 

Utah  Power  &  Lt 

587 

117 

— 

705 

NA 

428 

0.05                 0.5 

1,383 

11.1 

Valhi 

315 

14 

— 

329 

NA 

710 

0.57                  1.3 

249 

20.3 

Valley  Bancorp 

161 

— 

— 

161 

NA 

781 

0.04                    § 

315 

16.5 

Valley  Fedl  S&L 

flLess  than  0.01  % .     §Less  than  $  1 00,000 

NA  Not  available 

JRBES,  MAY  30,  1988 

201 

... 


Corporate  America's  Most  Powerful  People 


— 

Company 

Tenure  (years) 
with            as 
Chief  executive/age                       firm          CEO 

Birthplace 

Professional 
background 

undergraduate/graduate 

Valley  National 

fames  P  Simmons/63                        ± 

± 

Wichita  Falls  TX 

Harvard,  MBA  '47 

banking 

VF 

Lawrence  R  Pugh/55                         8 

6 

White  Plains  NY 

Colby  '56 

marketing 

Viacom 

Frank  J  Biondi  Jr/43                           1 

1 

New  York  NY 

Princeton  '66/Harvard,  MBA  '68 

adrmmstrat 

Vons  Cos 

Roger  E  Stangeland/58                    28 

4 

Chicago  IL 

Illinois  '51 

retailing 

Vulcan  Materials 

Herbert  A  Sklenar/5b                      16 

2 

Omaha  NE 

Nebr  Omaha  '52/Harvard,  MBA  '54 

finance 

Wal-Mart  Stores 

David  D  Glass/52                            12 

T 

Mountainview  MO  SW  Missouri  St  '59 

finance 

Walgreen 

Charles  R  Walgreen  111/52              36 

17 

Chicago  IL 

Michigan  '58 

operations  1 

Wang  Laboratories 

An  Wang*/68                                 37 

37 

China 

Chia  Tung  '40/Harvard,  PhD  '48 

technical 

Warner  Commun 

Steven  J  Ross/60                              26 

26 

Brooklyn  NY 

finance 

Warner-Lambert 

Joseph  D  Williams/61                     38 

3 

Washington  PA 

Nebr  Lincoln  '50 

marketing   1 

Washington  Mutual 

Louis  H  Pepper/63 

7 

Libertyville  IL 

Wisconsin  Milwaukee  '50/JD  '51 

legal 

Washington  Post 

Katharine  Graham/70                     25 

15 

New  York  NY 

Chicago  '38 

administratil 

Washington  Water 

Paul  A  Redmond/51                        23 

4 

Lakeview  OR 

Gonzaga  '65 

operations   1 

Waste  Management 

Dean  L  Buntrock756                      32 

20 

Columbia  SD 

St  Olaf  '55 

administratis 

Weis  Markets 

Sigfned  Weis/72                              50 

28 

Selinsgrove  PA 

Yale  '38 

retailing 

Wells  Fargo 

Carl  E  Reichardt/56                       18 

5 

Houston  TX 

USC  '56 

banking 

West  Point-Pepperell 

Joseph  L  Lanier  Jr/56                     3 1 

13 

Lanett  AL 

Washington  &.  Lee  '54 

operations    1 

Western  Capital  Inv 

Junius  F  Baxter/64                          38 

20 

Topeka  KS 

Missouri  '46/Stanford,  MBA  '47 

banking 

Western  S&L 

Gary  Dnggs/53                                26 

12 

Phoenix  AZ 

Brigham  Young  '59/Indiana  St,  PhD  '62 

banking 

Westinghouse 

John  C  Marous/62                           39 

t 

Pittsburgh  PA 

Pittsburgh  '47/Pittsburgh,  MS  '49 

technical 

Westvaco 

David  L  Luke  111/64                        36 

25 

Tyrone  PA 

Yale  '48 

finance 

Wetterau 

Ted  C  Wetterau/60                         36 

18 

St  Louis  MO 

Westminster  '52 

marketing 

Weyerhaeuser 

George  H  Weyerhaeuser/61            i9 

22 

Seattle  WA 

Yale  '49 

operations    ] 

Whirlpool 

David  R  Whitwam/46                     20 

1 

Stanley  WI 

Wisconsin  Milwaukee  '67 

marketing    J 

Whitney  Holding 

Patrick  A  Delaney/55                     34 

11 

NA 

banking 

Wickes  Cos 

Saniord  C  Sigoloff/57                        6 

6 

St  Louis  MO 

UCLA '51 

operations    | 

Willamette  Inds 

William  Swindells  Jr/57                 35 

6 

Oakland  CA 

Stanford  '53 

operations    1 

Williams  Cos 

loseph  H  Wilhams/54                     29 

9 

Tulsa  OK 

Yale  '56 

operations    1 

Wilmington  Trust 

Bernard  J  Taylor  11/62                       9 

9 

Philadelphia  PA 

Pennsylvania  '49 

banking 

Wilson  Foods 

Kenneth  J  Gnggy/54                        13 

13 

Sufhcld  OH 

Athenaeum  of  Ohio  '56/Xavier,  MEd  '61 

marketing    j 

\ 

_J>J 

i 

I 

1     \ \       \      \     t- 

£^\  w  \  \  \  \_ 

V 

Winn-Dixie  Stores 

A  Dano  Davi^                                  20 

New  Rochelle  NY 

retailing 

Wisconsin  tntrgy 

Charles  S  McNccr/62                     38 

13 

Gilbert  WV 

Northwestern  '50 

technical 

Witco 

William  Wishnick/63                     46 

17 

Brooklyn  NY 

Texas  '49 

administrati  1 

FW  Woolworth 

Harold  E  Sells/59                            43 

1 

Ozark  AR 

retailing 

Wrn  Wriglev  |r 

William  Wngley/55                       32 

27 

Chicago  IL 

Yale  '54 

marketing 

Xerox 

David  I  Reami                             17 

6 

Rochester  NY 

Rochester  '52 

sales 

Yellow  Freight  S 

George  E  Powell  |r  M                       36 

20 

Kansas  City  MO 

administrati! 

'a\  re 

VUurit  I  Sc^.i'l  59                            10 

10 

Canada 

McGill  '50/Columbia,  MA  '52 

retailing 

i  Electronics 

'i                                                 |7 

5 

Des  Moines  [A 

Princeton  '60/HarvarJ  MBA  '62 

finance 

tion 

Roy  w  Simmon                           34 

23 

Portland  OR 

banking 

less  than  six                 rvice 
87,  salary  data  NA     '  H>;uri 

1 
S  .11 

vilcv  and  profits  as  reported  In  the  Forfx 
a  for  year  ended  11/31  87 

s  500s Annual  Directory  issue,  Apr  J=>.  1988 

New  CB)  in  1* 
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■ 

^V-  • 

wWyjaMj 

%  1     1  .''■n 

i 

1 

salary 
■■  bonus 

— Compensation  (000) 

stock 
other              gains 

total 

%  change 

salary 
+  bonus 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

— Company  data1 — 
sales         profits 
(mil)          (mil) 

Company 

NA2 

— 

— 

— 

NA 

— 

0.05% 

$0.3 

$1,071 

$-44.4 

Valley  National 

$1,075 

— 

$3,366 

$4,441 

49% 

31 

0.18 

3.5 

2,574 

179.7 

VF 

NA3 

— 

— 

— 

NA 

— 

^ 

§ 

1,011 

-123.5 

Viacom 

543 

$240 

— 

784 

NA 

381 

4.10 

7.9 

3,276 

-3.9 

Vons  Cos 

651 

21 

263 

936 

20 

293 

0.20 

3.2 

923 

116.2 

Vulcan  Materials 

4882 

29 

5,569 

6,085 

NA 

16 

0.15 

23.9 

16,065 

627.6 

Wal-Mart  Stores 

588 

342 

— 

931 

10 

296 

0.67 

13.6 

4,436 

109.1 

Walgreen 

393 

7 

— 

400 

-3 

663 

12.90 

239.3 

3,048 

94.4 

Wang  Labs 

'    3,125 

70 

— 

3,195 

12 

48 

0.66 

26.5 

3,404 

298.3 

Warner  Commun 

•    1,155 

133 

— 

1,288 

25 

190 

0.01 

0.5 

3,485 

295.8 

Warner-Lambert 

402 

177 

— 

579 

38 

521 

0.21 

0.5 

549 

42.3 

Washington  Mutl 

684 

492 

— 

1,176 

22 

212 

11.25 

324.1 

1,315 

186.7 

Washington  Post 

211 

11 

— 

222 

9 

767 

0.02 

0.1 

399 

68.1 

Washington  Water 

1,300 

87 

— 

1,387 

18 

158 

0.78 

63.2 

2,758 

327.1 

Waste  Management 

375 

16 

— 

391 

6 

672 

33.17 

460.9 

1,128 

76.0 

Weis  Markets 

1,140 

85 

1,183 

2,408 

-5 

69 

0.15 

4.3 

4,572 

50.8 

Wells  Fargo 

775 

— 

— 

775 

18 

385 

0.36 

3.2 

1,762 

76.6 

West  Point-Pep 

419 

— 

— 

419 

3 

650 

0.77 

1.0 

373 

0.3 

Western  Capital 

373 

67 

1,588 

2,028 

-10 

92 

9.44 

7.6 

627 

33.4 

Western  S&L 

980 

7 

621 

1,608 

NA 

132 

i 

0.6 

10,679 

738.9 

Westinghouse 

723 

44 

— 

767 

6 

389 

0.55 

9.9 

1,964 

159.3 

Westvaco 

.  650 

29 

— 

679 

7 

440 

3.33 

16.9 

3,942 

37.4 

Wetterau 

925 

6 

— 

931 

23 

295 

1.18 

61.9 

8,824 

446.6 

Weyerhaeuser 

465 

— 

— 

465 

NA 

615 

+ 

0.1 

4,179 

181.1 

Whirlpool 

425 

21 

— 

446 

0 

627 

0.17 

0.6 

218 

25.7 

Whitney  Holding 

1,824 

3 

— 

1,827 

24 

108 

0.02 

0.1 

3,477 

137.5 

Wickes  Cos 

425 

15 

— 

440 

5 

634 

7.16 

89.1 

1,432 

121.3 

Willamette  Inds 

841 

23 

— 

864 

29 

322 

0.32 

3.7 

1,780 

90.3 

Williams  Cos 

568 

— 

110 

678 

12 

442 

0.25 

1.3 

285 

43.4 

Wilmington  Trust 

562 

— 

50 

612 

52 

497 

0.28 

0.3 

1,345 

3.4 

Wilson  Foods 

rhe  chief  executives  of  the  corporations  on  these  pages  worked 
median  15  years  at  their  companies  before  becoming  top  bosses. 

a 

454 

23 

— 

477 

4 

604 

2.33 

39.4 

8,824 

114.6 

Winn-Dixie 

385 

6 

— 

391 

10 

671 

0.04 

0.7 

1,365 

169.5 

Wisconsin  Energy 

550 

— 

— 

550 

-1 

539 

2.01 

15.9 

1,428 

63.3 

Witco 

798" 

599 

423 

1,820 

NA 

109 

0.05 

1.8 

7,134 

251.0 

FW  Woolworth 

557 

— 

— 

557 

10 

532 

17.08 

254.4 

781 

70.1 

Wm  Wrigley  Jr 

1,138 

46 

540 

1,724 

30 

120 

0.03 

1.8 

15,125 

578.0 

Xerox 

645 

3 

— 

648 

-2 

467 

3.07 

22.4 

1,760 

41.3 

Yellow  Freight 

6634 

— 

212 

875 

NA 

319 

0.39 

5.2 

6,186 

122.8 

Zayre 

435 

19 

— 

454 

-3 

623 

0.20 

1.1 

2,363 

-19.1 

Zenith  Elec 

250 

4 

393 

648 

9 

468 

8.93 

13.8 

284 

-14.4 

Zions  Bancorp 

S  than  0.01%.     §Less  than  $100,000 

NA  Not 

available. 
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Talley  Industries  makes  a  weird  assort- 
ment of  products,  from  ejection  seats  for  jet 
fighters  to  decorative  metal  buttons.  So  why 
is  Wall  Street  so  excited? 

Would  you  believe 
air  bags? 


By  Ellen  Paris 


W1  all  Street  never  tires  of  a 
good  "story  stock."  The  story 
behind  $270  million  (1987  rev- 
enues) Talley  Industries,  Inc.  is  air 
bags.  This  one,  alas,  may  not  have  as 
happy  an  ending  as  Wall  Street  expects. 
After  a  bitter  20-year  fight  with 
automakers,  the  federal  government 
has  mandated  that  by  the  early  1990s 
all  autos  sold  domestically  must 
come  with  cither  automatic  front  seat 
belts  or  air  bags  and  standard  seat 
belts.  Phoenix-based  Talley,  which 
has  worked  on  air  bags  since  1968,  is 
one  of  only  two  U.S.  air  bag  manufac- 
turers. The  other  is  Morton  Thiokol. 
Talley,  a  28-year-old,  17-company 
miniconglomeratc  that  also  makes 
things  like  election  scats  for  the 
AV8B-Harncr  II  fighter  plane  and  dec- 
orative metal  buttons  for 
the  New  York  City  police, 
has  signed  air  bag  con- 
tracts with  Ford,  GM  and 
Honda.  Last  August  it 
signed  an  agreement  to 
sell  air  bags  to  TRW, 
which  will  supply  them  to 
Ford.  That's  why  bullish 
analysts  think  Talley's 
stock  is  cheap.  They  pre- 
dict revenues  from  air 
bags  could  reach  $100 
million  and  add  $1  to  per- 
share  earnings  by  1990. 
The  Street  believes  the 
stock,  recently  14,  is  trad- 
ing at  inst  8  times  estimat- 
ed 19S9  earnings.  "The 
stock  oilers  considerable 
vaku  Dillon  Read's 

Baker.  "Talley's 

ip  position  .is  an 

upplier  should  en- 
Lramatic  revenue  md 
vth  over  the 
ns." 


True,  in  the  1990  model  year,  air 
bags  are  projected  to  be  on  500,000 
GM  models  (3  million  by  1992),  on 
500,000  to  1  million  Fords  and  on 
more  than  500,000  Chryslers.  And  it's 
true  that  insurance  companies,  which 
have  promoted  air  bags  for  years,  are 
offering  cash  bonuses  and  increased 
premium  discounts  for  drivers  with 
air-bag-equipped  cars. 

Though  the  contracts  are  real,  these 
numbers  are  still  projections.  "We 
don't  guarantee  the  volume,"  says 
Bruce  Kirkham,  a  product  manager  at 
GM,  "it  depends  on  whether  that  op- 
tion or  model  sells."  On  the  1988 
Olds  Delta  88,  for  instance,  GM  origi- 
nally forecast  it  would  produce  15,000 
units  with  air  bags.  In  fact,  air  bags 
will  come  on  5,000  units  at  the  out- 
side, maybe  as  few  as  2,000. 

In  short,  projections  can  be  differ- 


Talley  Industries  Chairman  William  Mallender 
"We  believed  the  air  bag  was  a  great  product. 


ent  from  reality.  And  for  good  re 
One  is  that  air  bags  today  are  | 
sive,  an  average  $800.  Whethe 
dard  or  an  option,  air  bags  add  n 
the  price  of  the  car  than  seat  b 
Little  wonder  they  are  a  ha: 
Says  Robert  Daye,  general  sale:) 
ager  at  Walker-Buerge  Ford  in  L 
geles:  "I  haven't  sold  one  air  ba 
they  were  offered  as  an  optic 
years  ago  on  the  Tempo  and  T( 
"It's  up  in  the  air  if  it  will  be 
belts,"  says  David  Cole  of  the  I 
sity  of  Michigan's  Office  for  the 
of   Automotive    Transportatio 
notes  the  government  could  ba 
from  requiring  passive  restrain 
bags  or  automatic  seat  belts)  o| 
reverse  itself  as  it  has  on  other 
Besides,  it's  one  thing  to  m 
bags,  another  to  make  money  o 
Says  Josephthal  &  Co.  analyst 
Pincus:  "Talley  has  yet  to  provt| 
produce  air  bags  profitably." 

Chairman  William  Mallend 
has  spent  $16  million  on  a 
automated    plant     in     Mesa, 
Scheduled    to    begin    productil 
June/  it  will  be  able  to  make  up| 
million  air  bags  a  year.  But 
faces  competition.  Morton  Trl 
which   supplies   Chrysler   and 
cedes-Benz,  is  spending  $40 
on  an  air  bag  plant.  Alhed-S 
Bendix  division  has  announced! 
to  enter  the  fray.  The  Japane 
West  Germans  are  in  the  wing: 
Besides  air  bags,  Talley's  most 
ising  business  is  a  mini  stainles 
mill  in  South  Carolina  that  mak 
and  rods  for  industrial  users.  E 
suits  haven't  lived  up  to  Mall 
expectations.  Diver 
tion  has  loaded  Talle 
debt.At$240millio 
is  67%    of   capital 
downturn,  that  debt-| 
balance  sheet  could 
profits. 

If  earnings  don't  p 
quickly,  the  co 
could  become  fodd 
raiders.  It  has  severa 
nesses  in  profitable 
A  poison  pill  defen: 
adopted  in  1986.  M; 
ment,  however,  own 
10%  of  the  compan) 
million  shares. 

"We  stayed  with  t 
bag,"  says  Mallendei 
cause  we  believed  it 
great  product  whosj 
should  come."  Mayb 
great,  and  maybe  its 
coming.  But  that  d 
mean  its  day  will 
according  to  Wall 
expectations.  ■ 
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ince  we  started  offering  the  lowest  rates  in  the 
business,weVe  beengettinglots  of  letters. 


The  UPS  Next  Day  Air  Letter  has  really  taken 
Which  isn't  so  surprising.  After  all,  because  of 
efficiency,  we  can  deliver  letters  overnight  for  only 
>0.  A  price  you'll  find  considerably  lower  than  the 
00  our  competition  often  charges. 

What's  more,  UPS  Next  Day  Air  is  the  only  air 
ress  service  that  guarantees*  overnight  delivery 
very  single  address,coast  to  coast.Or  we'll  give  you 
ir  money  back. 

Nan  Day  Air  Service  Explanation  (1/88)  ar^  Air  Service  Guide  for  complete  guarantee  details. 


In  fact,  we  deliver  the  vast  majority  of  our  Next 
Day  Air  Letters  in  the  morning. 

All  of  which  becomes  quite  impressive  when  you 
consider  our  competition  can  take  two,  even  three  days 
to  reach  some  places.  If  they  go  there  at  all. 

So  the  next  time  you  have  to  send  an 
urgent  document,  send  it  UPS.  The  three 
most  highly  regarded  letters  in  the  business 


w 


ups 

We  run  the  tightest  ship  in  the  shipping  business. 


_^___ 


As  I  See  It 


Times  have  changed,  but  the  potential  is 
there  for  getting  electric  power  costs  trend- 
ing downward  once  again. 

Getting  back  on 
the  growth  track 

Richard  £.  Balzhiser, 
Electric  Power  Research  Institute 


By  James  Cook 


Electric  utilities  were  once  a 
great  growth  industry.  That's 
right.  For  nearly  30  years  after 
the  end  of  World  War  II,  technology 
and  economies  of  scale  enabled  the 
industry  to  reduce  prices  constantly, 
encouraging  people  to  use  electricity 
freely.  But  in  the  Seventies  the  steady 
decline  in  utility  rates  that  had 
powered  the  industry's  growth  ended 
and  then  reversed  itself.  Can  the  busi- 
ness get  back  on  the  growth  track-  We 


put  the  question  to  Richard  E.  Balz- 
hiser, 56,  newly  elected  president  of 
Palo  Alto,  Calif. 's  Electric  Power  Re- 
search Institute,  the  electric  utility 
industry's  $362-million-a-year  re- 
search arm. 

Forbes  Can  the  industry  get  its  costs  and 
rates  moving  downward  again? 

Balzbiser,  We've  regressed  in  the  last 
decade  or  so  in  part  because  we've  had 
to  accommodate  environmental  con- 
cerns, especially  in  the  nuclear  area. 
The  number  of  environmental  laws 


Richard  E  Balzbiser 
Tc^nnology  cut  utility  costs  before.  Can  it  do  it  again? 


affecting  the  utility  industry  in  I 
Sixties  took  off.  Once  we  digest  til 
environmental  costs,  we  ought  t<| 
able  to  continue  to  move  downf 
learning  curve  and  lower  our  costl 

Another    problem    has    been 
prices.  A  few  percentage  points' 
provement  in  efficiency  is  wiped  I 
quickly  when  OPEC  changes  pric| 

With  fuel  prices  way  down,  coal's  cor< 
itu  v  position  in  relation  to  nuclear  pi 
must  bare  improved. 
At  the  moment,  nobody  would 
sider  building  a  new  nuclear  pla 
think  we've  made  the  investmer 
the  nuclear  arena.  The  key  there 
keep  from  having  to  make  repeaj 
backfit  and  other  kinds  of  cha 
We  need  to  learn  to  get  the  mostj 
of  that  investment  with  a  minir 
input  of  additional  capital. 

You're  suggesting  that  nuclear  ene 
future  will  be  limited  to  fine-tut 
plants  that  already  exist  rather  /| 
building  new  ones' 
For  the  foreseeable  future,  yes. 

But  coal  plants  will  continue  to  be  b\ 
Yes.  Given  the  difficulties  that 
companies  are  having,  they're  not 
ing  to  build  anything  until  they 
to.  But  when  they  do  go  to  co^ 
think  they're  going  to  go  to  clean  i 
technologies  that  deal  with  the 
plant  in  a  holistic  way,  with  the  p^ 
er  sensitivity  to  emissions  to  all 
dia — land,   water,   air — and  also 
use  of  resources  like  water,  which  I 
need  a  lot  of  in  cooling  the  plantsj 

Who's  going  to  implement  this  new  tl 
nology — //)c  traditional  utilities  or  t\ 
new  independent  potter  producers\ 
bear  so  much  about' 
If  the  technology  of  the  future  is  gC 
to  be  those  clean  coal  technology 
fluidized  beds  or  gasifiers — ther 
seems  to  me  that  they  provide  anj 
portunity  for  others  to  play  in 
game.  Some  of  them  are  looking 
coal.  These  new  clean  coal  plantsj 
much  smaller-scale  than  convent! 
al  plants,  and,  at  that  size,  they  cai( 
built  at  far  lower  capital  cost. 

What  about  production  cost'  Can  a 
megawatt,  fluidized-bed  combust 
plant  produce  potter  as  cheaply 
1,000-megawatt  conventional  plant' 
When  you  put  all  the  emission 
trols  on  a  conventional  plant, 
Maybe  we'll  "factory-fabricate"  tl 
new  plants.  That  is,  maybe 
make  a  1,000-megawatt  plant,  not] 
building  one  big  box  out  there,  buj 
shipping  five  prefabricated  200-md 
watt  boxes  to  the  site. 
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IN  THE  LOOKALIKE  WORLD 
OF  FINANCIAL  SERVICES,  ONE  STANDS  OUT. 


Everywhere  you  look,  there's  another  one.  Another 
mcial  network.  Another  financial  service. 

Which  one's  for  you? 

Look  for  the  one  with  the  long  record— more  than  120  years 
inancial  success. 

The  one  who  'never  missed  a  dividend  in  all  those  years. 

The  one  with  a  solid  foundation — over  $50  billion  in  assets. 

The  one  with  the  diversity  that  protects  against  adversity. 

The  one  who  knows  when  to  fund  ventures  and  when 
>uy  Treasury  notes. 

The  one  that  America's  most  demanding  corporations 
mt  on  for  pension  plans,  employee  benefits,  risk  management 
\  leadership  in  comprehensive  health  services. 

Look  for  The  Travelers. 

One  of  the  most  respected  financial  experts  in  the  world. 

The  Travelers  Company  and  its  Affiliates,  Hartford,  Connecticut  061&3. 


Thelravelersj 

You're  better  off  under  the  Umbrella  fM 


1988  The  Travelers  Corporation 


fc50    RID  MB 

4.59   SflLTLflKECm    UO 
3:54  P.«. 


H1Z 
HU 

flPSIl  25.1SW 


5,W    TORONTO  899 

Ml  ;  3:56  P.K. 


APRIL  3.W» 


6:00    ICMORLEMG        2 
3:56  P.N. 


■:,  „'.-  i  .  .(•„  .•>■••  Mao  "     C  H6N.  tthc 


STRONGER  SALES  FORCE 

Prepare  your  sales  organization  to  catch  every  sales 
opportunity,  even  the  unscheduled  ones. 

Northern  Telecom  networking  products  and  services 
keep  information  flying  to  and  from  your  sales  force  by 
giving  them  full  access  to  the  power  of  your  corporate 
network  from  anywhere. They  can  make  sure  important 
messages  get  through  by  leaving  and  retrieving  them 
on  Meridian  Mail*  voice  messaging. They  can  enter 
orders  electronically  and  access  inventory  databases 
through  Northern  Telecom  data  networking  systems. 
With  our  Meridian  MS-1*  teleconferencing  system,  if 
they  can  get  to  a  phone  they  can  get  to  a  meeting. 
And  Northern  Telecom  makes  it  all  economical  by 
letting  your  sales  people  make  connections  through 
your  company's  own  phone  card  and  through 
1+  dialing  from  remote  sales  offices. 

For  networking  that  helps  make  sales,  call 
1-800-543-9806  in  the  U.S.  or  1-800-387-1487 

in  Canada. 


n* 


northern 
telecom 


NETWORKING 
FROM  NORTHERN  TELECOM 


hen  selecting  investment 
managers,  ignorance  isn't 
bliss.  It's  suicide. 

The  penalty  for  adverse 
selection  of  a  portfolio  manager 
is,  at  best,  underperforming  the 
market  and,  at  worst,  losing 
most  of  your  money. 

Since  1975,  Stolper  &  Company 
has  evaluated  hundreds  of 
investment  managers  on  behalf 
of  America's  affluent.  Our  goal: 
to  find  advisors  who  are  not  just 
competent,  but  gifted. 

Our  approach  is  summarized 
in  Michael  Stolper' s  guide,  How 
to  Select  an  Investment  Manager. 
It  is  available,  upon  request, 
along  with  the  documented 
performance  of  our  clients. 

We  welcome  your  inquiry. 
525  B  St.,  #630,  San  Diego,  C A    92101    619-231-9102 
i —  —■ 


STOLPER  &  COMPANY 


THE 

INVESTMENT 

MANAGER 

MANAGER 


To  Whom 
It  May 

CONSERN 

From  1980  to  1987  public  college  costs 
rose  more  than  60%. 
Private  institutions  increased  80%! 
Median  family  income  went  up 

JUSt  40%.  (Source  The  College  Board) 

SOLUTION:  U.S.  CHAMBER  CONSERN 
LOANS  FOR  EDUCATION 

From  $1,500  to  $25,000  a  year.  Use  for  tuition,  books, 
computers.  Any  school-related  expense. 

As  an  employer,  there's  no  paperwork  for  you.  No  liability  to 
your  business.  Any  company  belonging  to  the  U.S. 
Chamber  of  Commerce  can  participate. 

Show  your  employees  ConSer'n. 

For  Details,  Call  Toll-Free 
i-800-338-7196 


Would  the  construction  unions  put\ 
with  that? 

You've  put  your  finger  on  one  of 
problems.  This  industry  has  been 
timized,  I  think,  by  a  lot  of  pec 
who  over  the  years  have  grown  up 
serve  it.  I  just  have  a  feeling  thatl 
addition  to  changing  standards,  d| 
ble-digit  inflation,  interest  and  evef 
thing  else,  a  lot  of  the  increased  i 
came  from  a  deterioration  in  the  pi 
ductivity  of  our  laborers,  enginep 
and  other  field  people. 

So  all  these  newcomers  moving  into\ 
industry!  will  only  make  things  worseA 
I'm  not  sure  what  change  portendq 
this  business.  The  lights  have 
out  occasionally,  but  the  industry  1 
always  shown  a  remarkable  reliaij 
ity.  If  you  screw  up  too  much, 
upset  the  situation.  Look  at 
changes  that  deregulation  has  brouj 

If  the  technology  of  the 
future  is  clean  coal 
technologies,  there  II  he  all 
opportunity  for  outsiders  I 
to  play  the  game. 
mmmmmmmmmmmmmmmmmmimM 

to  the  airline  business.  You  haveH 
wonder  whether  there  is  going  to  tfl 
counterpart  as  we  change  the  strH 
ture  of  the  utility  industry. 

Are  you  saying  the  proliferation  o/si»M 
independent  generating  units  may  eiM 
tually  undercut  the  system? 
Not  necessarily.  There's  an  inherl 
reliability  in  a  modular  plant  consfl 
ing  of  five  200-megawatt  units  I 
stead  of  one  big  1,000-megawatt  uill 
It's  seldom  that  you're  going  to  ham 
failure  that  takes  all  of  it  out,  all 
that's  an  important  plus  when  ml 
look  at  what  it  is  you  need  to  buikp 
realize  a  certain  level  of  reliabilj 
But  if  you've  got  a  lot  of  small  gene 
tors  and  new  types  of  generate) 
there's  an  element  of  uncerta 
particularly  if  they  are  not  operat 
under  the  conventional  utility  set 
You're  really  not  sure  what  the  bij 
ness  motivation  is,  what  the  qua 
of  the  operator  is. 

So  you  don 't  really  expect  to  see  tec 
ogy  doing  much  to  reduce  costs  over\ 
years  ahead  and  get  that  growth  t 
developing  again? 
Oh,  yes,  I  do.  As  we  start  replacii 
lot  of  old  generation  out  there  oj 
the  next  20  years,  I  would  hope 
just  as  we  did  with  the  technokj 
originally,     we    will    have    lea 
enough  to  begin  to  capitalize  on 
economies  of  scale  and  to  operate  i 
plants  at  bigger  sizes.  ■ 
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High  Wire 
Performance 


Begin  with  a  simple  piece  of  wire.  Then,  consider  how  many  things  can 

be  done  to  it.  If  you  have  the  design  expertise  and  manufacturing 

capability  of  Fansteel's  Washington  Manufacturing;  you  can  form  it, 

cut  it,  straighten  it,  head  it,  thread  it,  press  it,  weld  it,  drill  it,  mill  it, 

turn  it  or  plate  it  into  thousands  of  critically  important  parts  for 

industrial  and/or  commercial  use. 

Case  in  point:  This  piece  which  holds  the  cover  in  place  on  the  newest 
model  John  Deere  riding  mower.  It  is  carbonized  steel,  bent  in  multiple 
planes,  to  extremely  tight  tolerances.  We  designed  it  five  times  before  it 
was  the  best  it  could  be.  And  it  was  the  best  it  could  be  before  we  made 
production  part  one  .  .  .  because  to  us  it's  not  just  bent  wire.  It's  a  part 
that  must  give  unfailing  performance  for  a  long,  long  time. 

High  wire  performance  from  Fansteel  Washington  Manufacturing. 
Another  reason  why  it  will  pay  you  to  know  more  about  us. 


[Fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metal  working,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 
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When  Pentair  s  Gene  Nugent  proposed  a 
$400  million  paper  plant,  the  industry 
thought  he  was  nuts.  Who 's  laughing  now? 


Gene's  dream 


By  Alyssa  A.  Lappen 


You're  5,000  feet  in  the  air  and 
10  miles  away,  and  still  it's  the 
biggest  thing  in  sight,  looming 
up  out  of  the  Duluth,  Minn,  landscape 
like  a  north  country  version  of  the 
Johnson  Space  Center.  But  this  is  no 
jumping-off  point  for  the  heavens;  it's 


a  paper  mill — more  particularly,  a 
$400  million  joint  venture  between 
Pentair  Inc.  of  St.  Paul  and  Minnesota 
Power  &  Light  Co. 

Most  heavy  manufacturing  sites 
hardly  rate  a  second  glance  these  days, 
but  Lake  Superior  Paper  Industries'  is 
different.  Inside  this  six-story  shell 
that  covers  enough  acreage  to  contain 


Pentan  <  bairman  c- 

A  mild  demeanor  that  belies  an  iron  will. 


six  football  fields  is  the  big 
newest  and  most  modern  paper 
on  the  North  American  continer 
sprawling,  automated  world  of  p 
es,  rollers  and  polishing  drums. 

Every  24  hours  this  plant  on 
shores  of  Lake  Superior  turns  c 
500-ton  mountain  of  some  of 
highest-grade,  yet  cost-competi 
specialty  paper  available  on  the 
market.  During  the  early  to 
1980s  the  rising  dollar  was  pui 
pressure  on  the  domestic  paper  in 
try,  as  foreign  suppliers  from  B 
and  Europe  began  doubling  then- 
ports  to  the  U.S.,  particularly 
white  writing  bond  and  printing 
per.  But  the  Pentair  plant,  a  gi 
against-the-odds  investment  drea 
Pentair  Chairman  D.  Eugene  Nuj 
60,  demonstrates  that  there  is  d 
ing  so  permanent  in  busines 
change  itself. 

While  others  either  wrung  i 
hands  or  snickered,  Nugent  pre 
ahead  with  a  capital  investment 
ect  that  now  claims  customers  r 
ing  from  Sears  and  J.C.  Penney  to 
ing  Stone.  Foreign  competitors 
West  Germany's  Haindl  Papier 
^'^'P'"-  Feldmiihle  have 
squeezed,  while  r 
customers  line  u] 
Pentair's  paper  e 
day. 

The  plant's 
product  is  "su 
calendered"  stoc 
high  grade  of 
coated  paper 
gives  off  a  low-li 
sheen  as  a  result 
roller-drum  polisi 
treatment  during 
manufacturing 
cess.  The  stock 
for  around  $775  a 
That's  12%  n 
than  for  noi 
newsprint  but  u] 
18%  less  than 
competing  co, 
stocks.  Hence  the 
mand  for  superca 
dered  stock  for  n( 
paper  suppleme 
catalogs  and  o 
big-press-run  publ 
tions.  With  supeij 
endered  stock, 
does  not  come  off 
ily  on  either  fingei 
clothes,  and  phi 
and  illustrations 
produce  with  aln 
as  much  clarity 
resolution  as  on  c 
peting  coated  stoc 
How    did    Nuj 
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W  Could  Vftite  A  Book 

>n  Networking¥)ur  Business. 

ForASmatee^WilL 


doubt,  you've  considered 

irking  your  PCs.  How  can  you 

it?  Thafs  all  you  read  about 

days. 

:  nobody's  really  telling  you  what 

ke  to  do  it  right. 

sinessland*  has  a  program  that 

o  just  that.  Ifs  called,  "Expert! 

.AN  Planner'.' 

afeeofjust$395fa 

essland  systems  engineer  will 


come  to  your  office,  talk  about  your 
business  and  go  through  your  operation. 
Using  the  Businessland  LAN  planning 
workbook  you  have  completed,  he'll 
put  together  a  detailed  LAN  plan  that 
gives  you  all  the  information  you  need 
to  make  a  sound  networking  decision. 

Your  plan  will  include  all  the 
specifics  you  need  to  connect  your 
current  equipment.  Which  hardware. 
Which  software.  How  it  should  be 


connected.  What  if  11  do  for  you. 
And  should  you  decide  you'd  like 
Businessland  to  do  it,  the  exact  costs 
and  time  involved. 

If  planning  a  LAN  is  keeping  you 
up  nights,  call  1-800-328-8383  for  the 
Businessland  Center  nearest  you. 
We'll  give  you  some  good  reading. 

eOS/AESSiAAD 

A  Different  Kind  of  Computer  Company 


•Includes  IAN  planning  workbook  and  3  hours  of  systems  engineer  time.  Businessland  and  the  Businessland  logo  are  registered  trademarks  of  Businessland  Inc. 


Ronald  Kelly,  //resident  of  Lake  Superior  Paper  Industries 

How  many  companies  can  presell  20%  of  their  product  before  the  plants  are  built? 


ft  'AMM 


it  upon  the  idea  of  such  a  plant,  and 
'hat  gave  him  the  gumption  to  go 
)rward  when  others  said  he  was  just 
irowing  his  money  away?  After  all, 
lough  Pentair  (1987  sales,  $789  uni- 
on) had  acquired  a  number  of  paper- 
laking  facilities  over  the  years,  it  had 
ever  built  one  of  its  own  from  the 
round  up.  Moreover,  it  chose  to  do  so 
recisely  when  the  rising  dollar 
joked  headed  for  the  moon,  and  Eu- 
jpeans  like  Haindl  and  Finland's 
innpap  marketing  consortium  were 
,  evouring  65%  of  the  U.S.  supercal- 
tndered  market.  Who  goes  into  a 
igh-risk,  long-term  big-bucks  in- 
estment  gamble  against  such  odds? 

Nugent,  that's  who.  A  soft-spoken 
lan  whose  mild  demeanor  belies  an 
ron  will,  Nugent  started  out  wanting 
3  construct  a  coated-paper  mill, 
/hich  he  thought  would  boost  Pen- 
air's  already  impressive  1 7%  average 
eturn  on  equity.  But  Pentair  couldn't 
fford  the  $400  million  cost  by  itself, 
vfter  turning  down  other  joint  ven- 
ure  proposals,  Nugent  eventually 
looked  up  with  Minnesota  Power  & 
,ight  Chairman  Jack  Rowe,  who  saw 
he  chance  both  to  diversify  and  to 
xpand  the  utility's  rate  base. 

Then,  betting  that  the  dollar  would 

rop  and  give  the  venture  a  boost, 

Nugent  in  1985  convinced  Minnesota 

.'ower  to  go  after  the  supercalender 


niche,  dominated  by  more  than  a  doz- 
en foreign  firms.  Still,  the  deal  looked 
so  risky  that  the  venture's  14  lenders, 
led  by  Toronto  Dominion  Bank,  re- 
quired Nugent  to  presell  50,000  tons 
of  paper  before  making  $360  million 
in  construction  loans.  No  small  hur- 
dle, that.  "Not  too  many  business- 
men, before  their  plants  are  even  up 
and  running,  have  commitments  for 
20%  of  their  capacity,"  says  Ronald 
Kelly,  who  peeled  away  from  Pentair 
to  head  the  joint  venture. 

Not  only  were  Nugent  and  Kelly 
able  to  do  that,  but  they  were  able  to 
put  together  and  oversee  a  construc- 
tion schedule  that  brought  the  whole 
sprawling  project  to  completion  four 
months  ahead  of  deadline  and  on  bud- 
get. Nothing  was  left  to  chance,  even 
down  to  the  building  of  a  complete 
scale-model  replica  of  the  finished  fa- 
cility, just  to  make  sure  that  all  the 
various  parts  fit  together  as  planned. 

Nugent  had  hoped  the  venture's 
success  would  even  out  profit  cycles 
in  Pentair's  paper  group.  But  rising 
pulp  prices,  falling  coated-paper 
prices  and  an  unexpected  strike  at  a 
key  Pentair  plant  hurt  the  company's 
performance  in  1986  and  much  of 
1987,  even  as  the  money  poured  into 
what  some  considered  Nugent's  folly 
up  on  Lake  Superior.  Return  on  equity 
in   1986  and   1987  averaged  around 


10%,  versus  Nugent's  goal  of  15%. 
But  he  hung  on.  He  put  $100  million 
into  new  equipment  and  a  pulp  mill, 
sold  moneylosing  carbon  and  special- 
ty paper  mills  and  expanded  the  in- 
dustrial group. 

Now,  with  the  Lake  Superior  plant 
on  line  and  operating,  he's  reaping  the 
rewards.  With  coated-paper  prices  up 
13%  over  1987  levels,  Pentair's  first- 
quarter  earnings  rose  more  than 
140%,  to  $8.9  million,  on  sales  that 
were  down  slightly,  to  $194  million. 
The  stock,  which  was  trading  over- 
the-counter  at  about  203/4  after  the 
October  crash,  was  recently  around 
30,  near  its  52-week  high. 

Best  of  all,  there  is  the  plant's  long- 
term  potential;  these  are  not  one-shot 
earnings,  they're  going  to  keep  rolling 
in  for  as  long  as  people  like  to  read  the 
Sunday  papers  or  shop  by  catalog — 
and  not  get  covered  in  ink  in  the  pro- 
cess. By  1990  the  facility  should  have 
operating  earnings  of  at  least  $30  mil- 
lion, says  Saul  Yaari,  an  analyst  at 
Minneapolis-based  Piper,  Jaffray  & 
Hopwood,  making  any  investor  who 
stuck  with  Nugent  this  far  glad  in- 
deed that  he  did  so.  Says  Nugent  him- 
self of  what  lies  ahead,  "We  planned 
to  be  the  world's  lowest-cost  producer 
at  1986  currency  exchange  rates.  At 
1988  rates,  we'll  be  tougher  to  com- 
pete with  than  ever."  ■ 


w! 

i 

i 

t 

m 

5! 

/ 


1 


If  you  ever  needed  another  indication  of  Navistar's  industry 
adership  in  technology  and  design,  take  a  good  look  at  the 
ternationaT970a 

Not  only  is  it  the  most  aerodynamically  fuel  efficient  big 
truck  ever,  it  sets  new  standards  in  maneuverability  and  comfort. 

Proving  again  that  when  you're  out  to  serve  the  changing 
leds  of  transportation,your  ideas  can't  just  be  in  your  head. 
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To  receive  a  copv  of  our  most  current  financial  report  write:  Navistar  Corporate  Communications 
19thFloor.4()l  N.  Michigan  Ave..Chicago.lL«  1611 


For  some  the  fitness  craze  isn't  over,  al- 
though the  market  has  changed.  Welcome 
to  the  world  of  $1,700  treadmills  and 
$4,200  stationary  bicycles. 


Muscle  madness 


By  Robert  T.  Grieves 


Every  other  evening  around  9 
p.m.  Barnett  Bursley  takes  his 
wife,  Kathleen,  by  the  hand 
and  heads  for  a  renovated  woodshed 
behind  his  Wilton,  Conn.  home.  In- 
side is  a  private  gym  packed  with 
more  than  $10,000  worth  of  gear, 
where  the  couple  go  to  run  on  their 
treadmill,  stretch  their  legs  on  their 
stair  climber  and  pedal  their  station- 


ary bicycle. 

Home  exercisers  like  the  Bursleys 
are  fueling  the  fastest-growing  seg- 
ment of  the  $750  million  (wholesale) 
fitness  industry  today — big-ticket, 
well-designed  equipment  selling  for 
more  than  $400.  The  customers  are 
buying  stationary  bicycles,  rowing 
machines,  one-unit  body-building 
machines  and  computerized  tread- 
mills. Retailers  like  Omni  Fitness  in 
Norwalk,  Conn.,  Concept  90  in  Fort 


Lauderdale  and  the  Walking  Cents 
Beverly  Hills  sell  roughly  $100 
lion    worth    of    expensive    exejf 
equipment  a  year,  and  they  sayi 
those  sales  are  growing  more 
25%  annually. 

Most  customers  are  25  to  54  <i 
old;  usually  they  exercise  at 
three  times  a  week,  and  typically  i 
earn  $35,000  or  more  a  year.  The  i 
mostly  men,  although  lots  of  woi 
buy  stationary  bicycles.  Many 
exercised  before  in  clubs  and  ki 
how  the  machinery  works. 

Why  exercise  at  home?  "It's 
venient,"  says  Rod  Dishman,  an  <| 
ciate  professor  of  physical  educa 
at  the  University  of  Georgia,  whc 
just  written  a  book  on  exercisl 
America.  "You  don't  waste  tii 
travel  too  far."  There  are  other] 
sons.  "Some  people  don't  have  cq 
dence  in  their  physical  appearano 
their    physical    abilities,"    he 
"When  you  couple  a  new  beha 
with  a  new  environment,  like  a  he 
spa,  it  represents  a  double  threa 
people,  so  they  prefer  to  stay  hot 
Several   health   and  fitness   assc 
tions  say  membership  in  privatj 
chain  health  clubs  is  leveling  o^ 
10.5  million,  after  five  years  of 
bership  growth  averaging  15%. 


(juipment  in  the  i  on  erted  a  i  odsbed  hchnnl  their  Wilton,  Conn  home 
<<f  jjuj  health  spas  by  buying  into  the  high  end  of  the  home  fitness  market. 
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Light  is  the  controlling  force. 
A  corn  sprout  grows  from  this  kernel  of  truth. 


Up  to  twelve  different  messages  can  be  programmed  in  a 
changeable  traffic  signal.  Schott,  a  pioneer  in  special  glass, 
developed  complete  optical  systems  to  enable  traffic  to  be 
optimally  controlled  under  all  conditions. 


n  sprout  conducts 
t  down  to  its  root 
77  there,  light  con- 
ne   young   plant's 


No  two  ways  about  it  -  we  must 
admit  that  our  light  conducting 
glass  fibers,  known  as  optical 
fibers,  aren't  exactly  the  first  to 
light  the  way.  Take  corn,  for 
example.  The  tender  shoot  of  a 
germinated  kernel  conducts 
daylight  deep  down  to  the  very 
tip  of  its  root.  That's  the  con- 
trolling force  behind  the  growth 
of  a  corn  sprout. 

Optical  fibers  are  ideal 

for  controlling  and  conducting 
light.  Like  in  the  middle  of  traffic. 
Bundles  of  optical  fibers  con- 
duct light  from  halogen  lamps  to 
the  front  plate  of  traffic  signals. 
And  the  free  ends  of  optical 
fibers  are  where  traffic  mes- 


sages are  generated.  This  way, 
up  to  twelve  messages  can  be 
transmitted  by  a  single  traffic 
signal.  And  they  can  be  clearly 
seen  from  a  distance  -  even  in 
bad  weather. 

Optical  fibers  for  traffic 

control,  available  from  Schott 
America,  are  just  one  "shining" 
example  of  their  application. 
Highly  transparent  optical  fibers 
also  control  switching  oper- 
ations in  power  plants  or 
transmit  data  between  com- 
puters. You'll  encounter  our 
fiber  optics  in  medicine,  analyt- 
ical instrumentation  and  in 
measurement  and  control 
technology.    We've    also    dis- 


covered a  new  application  for 
laser  conducting  systems. 

Meet  Schott  worldwide: 

50,000  products,  40  production 
facilities,  represented  in  over 
100  countries,  with  $  1  billion  in 
sales.  Schott  in  the  USA:  8  com- 
panies employing  more  than 
1,200  people. 

Want    to     know     more 

about  our  special  glass?  Write 
to:  Schott  Corporation,  Depart- 
ment F 10,  3  Odell  Plaza,  Yonkers, 
NY  10701. 

O  SCHOTT 

Nobody  knows  more  about  glass. 


To  get  HMO  coverage  from  coast  to  coast, 


Its  a  number,  in  fact,you  can  add  on  And  a  single  monthly  state" 

6  nger.  Because  all  it  takes  is  just  one  details  all  your  employees'  premi| 
From  HMO-USA.  All  it  takes  is  just  one  call  to 

ith  HMO-USA,  a  single  contract  answers  to  all  your  questions.  Or 

s u  coverage  in  over  200  markets,  signing  up  new  employees.  (Thai  I 


i 


e  to  talk  to  an  amazing  number  of  people. 

>e  when  they're  starting  work  in  growing  HMO  network  in  the 

1  different  states.)  country,  just  call  1-800-4-HMO-USA. 

nd  you  can  receive  your  annual  There's  only      Pg^  /f^\  Blue  Cross 

al  rates  in  the  span  of  a  single  one  program  m&M  >Sfc  |y  Blue  Shield 

)  find  out  more  about  the  fastest  like  it.  WtT     n? 
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InBusiness. 
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CONFERS  THE  DEQIEE  OF 
MASTER  FN  BLSINESS  ADNflNISTRATlON 
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Next  time  impress  them 
with  a  sheet  of  paper  from  Mead 
We  have  quality  grades  that  get 
your  message  noticed  and  your 
point  across.  So  make  the  nght 
career  move  Reach  for  Mead 
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Business  Papers 


Mead  Fine  ftipaA-ounhousc  Pta2a/Dayton.  Ohio  4S463 


r 


Forbes  !l 
Lake  of  the 
Ozarks 


V. 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga 
zine,  through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc  ,  is  offenng  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  *n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
er  month,   with  easy  credit  terms 

nc    u  information,  including  pic  - 

ills  on  our  liberal 

id     exchange     privileges 

orb«  Lake  of  the  Ozarks. 
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The  recreational  exercise  industry 
has  traditionally  been  dominated  by 
two  major  players,  Nautilus  Sports/ 
Medical  Industries  of  Dallas  and  Uni- 
versal Gym  Equipment  of  Cedar  Rap- 
ids, Iowa. 

Nautilus  is  best  known  for  ma- 
chines developed  to  isolate  and 
strengthen  specific  muscle  groups, 
machines  found  in  gyms  and  private 
clubs.  It  does  not  make  treadmills  or 
stationary  bicycle  machines.  Univer- 
sal Gym  competes  in  both  the  institu- 
tional and  home  markets.  For  the 
home,  it  makes  a  body-building  ma- 
chine that  retails  for  $1,865  and  can 
be  used  to  strengthen  the  arms,  legs 
and  chest.  The  firm  also  makes  a  line 
of  bikes,  treadmills  and  computerized 
rowing  machines. 

It  is  an  aggressive  newcomer,  how- 
ever, that  is  shaking  up  the  industry. 
With  little  fanfare,  Precor,  Inc.,  a 
small,  well-managed  company  in 
Bothell,  Wash.,  has  grabbed  a  third  of 
the  high-end  market  with  more  than 
$30  million  in  sales.  Precor  is  owned 
by  Premark,  the  Deerfield,  111.  con- 
sumer products  company  that  in- 
cludes Tupperware  and  West  Bend 
housewares. 

Between  1980,  when  the  company 
was  founded,  and  1984,  when  it  was 
bought  by  Dart  &  Kraft,  Precor's  mar- 
keting consisted  of  word  of  mouth.  It 
sold  its  major  product,  a  $350  rowing 
machine,  to  chains  such  as  Herman's, 
Oshman's  and  Abercrombie  &  Fitch. 
A  drop  in  rowing  machine  sales  begin- 
ning in  1986  spurred  the  company  to 
hasten  the  diversification  of  its  prod- 
uct line  with  cross-country  ski  ma- 
chines |$650),  stationary  bicycles 
($400),  treadmills  ($1,700)  and  stair- 
chmbing  machines  ($450).  It  even 
makes  a  stationary  bicycle  complete 
with  a  3-D  screen  that  permits  users 
to  program  courses  ranging  from  des- 
erts to  high  mountains  to  urban  land- 
scapes, and  watch  the  scenery  go  by. 
Price:  $4,200.  The  bestsellers  at  most 
specialty  exercise  shops  are  stationary 
bicycles  and  treadmills. 

"We've  now  targeted  the  strongest 
specialty  dealers  in  each  area  of  the 
country,  and  we're  selling  our  prod- 
ucts through  them,"  says  Paul  Byrne, 
Precor's  sales  and  marketing  vice 
president.  That  means  the  company 
sells  its  low-priced  machines  (from 
rowers  for  $229  to  bikes  for  $400) 
through  chain  stores  like  Herman's 
and  its  higher-priced  equipment  ($600 
to  $4,200)  through  specialty  shops 
like  Omni  Fitness. 

Why  did  Precor  think  it  could  find  a 
niche  at  the  top  end  of  the  home  mar- 
ket? "We  saw  that  no  one  was  bring- 
ing design  to  home  exercising,"  says 


Byrne.  "It  was  obvious  that  pe| 
were  tiring  of  cheap  equipment 
broke  or  wore  out  quickly."  Bet 
that  customers  would  pay  more 
quality,  Precor  concentrated  on  n| 
expensive,  but  better  designed, 
chines.  So  far,  Precor's  market  ll 
cast  appears  to  have  been  on  tail 
Average    prices    for    home    exeil 
equipment  have  gone  up  at  least  fl 
in  the  last  five  years.  Treadmill  pril 
for  example,  have  jumped  from  i\ 
to  $1,000. 

Certainly  Precor  is  facing  stiff  cl 
petition  in  the  high  end  of  the  h{ 
market.  Its  main  competitors  incll 
Marcy  Gymnasium  Equipment  (J 
mated  sales:  $30  million),  ParamrJ 
Fitness  Equipment  ($10  million 
sales),  and  Universal  (also  $10  mir| 
in  estimated  sales). 

Universal  and  Paramount  sped 
ize  in  the  highest  end  of  the  marl 

One  high-end  product  for 
the  home:  a  S4.200 
stationary  bicycle  with  3 
screen  that  permits  the  i 
to  pedal  through  scenes  c| 
deserts,  mountains  and 
urban  jungles. 

Universal,  with  a  strong  francll 
among  health  clubs,  began  sellina 
weight-training  machines  directlf 
consumers  in  1980.  To  broaden! 
product  range,  the  company  adde| 
treadmill  line  and  has  since  gone  i 
national  distribution. 

Nautilus,  which  many  consideJ 
be  the  grandfather  of  the  exeri 
equipment  boom,  appears  to  have] 
derplayed  the  home  exercise  marl 
Founded  by  Arthur  Jones,  Nautilu| 
the  1970s  quickly  grew  to  an  estir 
ed  $200  million  company.  Howe| 
most  of  its  sales  continue  to  be  ml 
to  professional  gyms  like  New  Yoj 
Health  &  Racquet  Club  or  corpo^ 
gyms  such  as  the  one  at  PepsiQf 
Purchase,  N.Y. 

Although    John    Ward,     Nauti| 
home  market  manager,  says,  "We( 
there's   a   strong   market   for   he 
equipment,"  Nautilus  has  not  ag 
sively  pursued  it.  Rather,  the  coe 
ny  teamed  up  with  American  Exp^ 
to  sell  five  home  market  exercise  i 
chines  it  introduced  last  year  thro^ 
inserts  that  come  along  with  mont 
AmEx  bills.  Apart  from  those 
ings,  and  a  sales  force  of  25  that  fl| 
Nautilus  equipment  to  chain  and ! 
cialty  retailers,  the  company  hasj 
plans  for  future  home  market  pr 
ucts  campaigns.  This  lapse  may 
cause  Nautilus  more  than  a  few  ac| 
and  pains  in  the  years  ahead. 
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How  the  Masters  of  the  Universe 
overcame  the  attack  of  the  Deutschemarks. 


When  a  new  toy  sets  out  to  conquer 
the  world,  its  timing  must  be  right.  Its 
price-point  must  he  perfect. 'Ilicrc  is  no 
mercy  from  the  marketplace. 

So  when  the  Masters  of  the  I  Iniverse 
invaded  Europe,  Mattel  Inc.,  like  a  lot  of 
smart  companies,  locked  in  some  key  cur- 
rency exchange  rates  in  advance  -  at  the 
( liicago  Mercantile  Exchange.  And  when 
the  Deutschemarks  rose  up  against  them, 
Mattel  was  able  to  hold  its  ground. 


The  moral  ol  the  story  is  pretty  clear. 
It  pays  to  take  control  ol  as  mam'  sources 
of  risk  as  possible.  And  the  Chicago 
Mercantile  Exchange  has  developed  bet- 
ter ways  for  managers  to  control  interest 
rate  risk.  Equities  risk.  And  risks  on 
some  agricultural  commodities.  As  well 
as  international  exchange-rate  risk. 

So  look  into  the  futures  and  options 
at  Hie  Merc.  For  over  100  years,  we've 
helped  smart  businesses  manage  risk. 


Lk  '  - 


i 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market*  Index  and  Option  Market 

The  Exchange  of  Ideas. 

1-800-331-3332 
Chicago  •  New  York  •  London  •  Tokyo 


K 


25%  of 

all  Ameri 

computer 

poweris 

wasted  on 

software 

conversion 


■ 


Computer  makers 
have  been  creating 
generations  of  newer  and 
better  machines  for  the 
past  30  years. 

At  the  same  time, 
they've  been  creating 
incompatible  standards. 
Which  accounts  for  all 
that  computer  power 
spent  on  converting 
software  from  one 
system  to  another. 

But  today,  users 
demand  industrywide 
standards.  And  the 
fastest-growing  standard 
is  the  UNIX  operating 
system. 

One  company— Unisys 


—is  more  committed  to 
turning  the  UNIX  OS  into 
a  powerful  business  tool 
than  anyone  else. 

While  any  UNIX 
System  V  based 
computer  is  designed  to 
work  with  any  other, 
Unisys  makes  them  all 
easier  to  use.  Creating 
networks,  tying  PCs  to 
mainframes  becomes 
routine.  Software  and 
data  are  easily  shared. 
No  matter  who  made 
the  computers  or  wrote 
the  software. 

Unisys  offers  one  of 
the  broadest  UNIX 
System  V  based  lines  in 
the  industry  (14  different 
computers).  With 


consistent,  sensible  user 
interfaces  and  our 
unique  productivity  tools. 
Plus  technical  support 
wherever  you  need  it. 

It  all  results  in  an  open 
system  you  control.  One 
that  fits  your  business 
exactly,  because  Unisys 
people  specialize  in 
your  industry. 

Only  Unisys  offers  you 
so  much  in  the  UNIX 
environment.  Let  us 
show  you  what  happens 
when  a  standard  is 
raised  to  a  new  power. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 


e  power  of 


he  regional  railroads  grew  out  of  an 
etnpt  to  avoid  the  Railway  Labor  Act  of 
1926.  Guess  what  is  coming  back  to  haunt 
the  regional  railroads. 

Stopped  in 
their  tracks 


By  Jonathan  Clements 


Court  decisions  sometimes 
kill  off  particular  products  or 
individual  companies,  but  rare- 
ly do  they  stifle  whole  industries.  Yet 
that's  what  happened  in  November 
when  a  district  court  judge  derailed 
the  sale  of  the  Pittsburgh  &  Lake  Erie 
Railroad  Co. 

The  decision  has  brought  the  five- 
year  boom  in  regional  railroads  to  a 
halt.  Since  1982  some  170  short  lines 
have  been  sold  by  the  main-line  rail- 


roads, earning  $1  billion  for  the  sell- 
ers. But  since  November's  court  deci- 
sion, not  one  deal  has  gone  through. 
At  least  a  dozen  proposed  line  sales 
have  now  been  sidetracked. 

Railroad  executives  had  hoped  the 
district  court  decision  was  just  an  ab- 
erration, but  in  April  the  P&LE's  ap- 
peal was  turned  down  by  Philadel- 
phia's U.S.  Court  of  Appeals  for  the 
Third  Circuit.  As  a  result,  an  industry 
that  provides  1 7,000  jobs  and  operates 
28,000  miles  of  railroad  has  been  ef- 
fectively closed  to  all  newcomers. 


\ 


At  issue  is  the  Railway  Labor  A> 
1926.  The  law  lays  down  negoti, 
procedures  so  contorted  that  an  ol 
rate  union  can  block  almost  am 
tempt  to  introduce  modern  v 
practices.  For  the  Pittsburgh  &  I 
Erie  Railroad  that  has  meant  opt 
ing  with  five-man  train  crews  ws 
only  two  men  are  really  needed. 

Once  the  pride  of  the  Vanderlt- 
controlled  New  York  Central  rail  iy 
system,  the  P&LE  is  today  all  a 
bankrupt.  In  the  past  five  years  k 
109-year-old  railroad  has  racked 
losses  of  over  $60  million.  The  : 
road's  prospective  buyer,  Chic 
West  Pullman,  thinks  it  can  I 
maintain  service  and  run  the  raih 
profitably  with  just  one-third  of 
P&LE's  750  employees. 

Unable  to  negotiate  concessit 
P&LE's  management  looked  fo 
buyer.  The  railroad's  possible  sa 
tion  lay  in  the  Interstate  Comnn 
Act.  That  act  gives  the  Inters 
Commerce  Commission  discretio: 
let  entrepreneurs  turn  unprofi 
main-line  railroad  branch  lines  l 
thriving  regional  railroads  unfettc 
by  outmoded  labor  practices. 

Hoping  to  do  just  that,  the  Pi 
arranged  in  July  1987  to  sell  mos 
its  operating  assets  to  Chicago  Vi 
Pullman.  The  ICC  gave  its  go-ahi 
and  the  deal  was  about  to  be  cl 
when  the  unions  took  the  P&L 
court  and  unexpectedly  won  a  ru 
that  the  1926  Railway  Labor  Act  d 
in  fact  apply  in  regional  cases  after 
Not  surprisingly,  all  the  entrei 
neurs  suddenly  lost  interest  in  re, 
al  railroads.  "There's  no  question 
that  the  entrepreneurial  fervor 
been  squashed,"  says  Representati 
Thomas  Tauke  (R-Iowa). 

The  P&LE  now  plans  to  petition 
U.S.  Supreme  Court  to  get  the  Tr 
Circuit  Court  decision  overtu: 
But  events  on  the  legislative 
may  pass  them  by.  Two  bills  deal 
with  the  issue,  one  Democratic  ; 
one  Republican,  have  been  introdui 
in  Congress.  Tauke  is  sponsoring 
bill  that  would  require  railroad  opt 
tors  to  pay  separation  allowances 
up  to  $30,000  to  affected  employe 
The  Democratic  bill,  introduced 
Representative  Doug  Wa 
|D-Pa.),  would  also  cap  separation 
lowances  at  $30,000,  but  the 
would  leave  intact  the  Railway  La 
Act's  bargaining  procedures. 

Capitol  Hill  legislation  and 
preme  Court  decisions  can  be  a  lc 
time  in  coming,  however,  and  timi 
not  on  the  side  of  the  railroads.  Wh 
the  lawyers  and  legislators  haggle,! 
least  15,000  miles  of  railroad  coi 
end  up  on  the  scrap  heap.  ■ 
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tf ow  Leaseway  helped  a  major 
lanufacturer  remain  competitive 
in  a  global  market 


Leaseway  Case  Study  #27:  Caterpillar. 


i'ith  increasing  competition 
'throughout  the  world, 
p  merican  manufacturers 
ting  a  new  look  at 
r.  d  way  of  handling 
^distribution.     ,- 


?  in  point. 

siaincom- 
t:,  Caterpillar, 
the  world's 
\  manufacturers 
i  ^rial-handling 
ijient,  moved  a  significant 
ii  of  their  manufacturing  produc- 
rerseas.  But  then  they  faced  the 
Ian  of  how  to  meet  the  exact 
laments  of  their  customers  in  the 
ud  keep  inventory  costs  to 
Imum. 

The  solution. 

H  ■■  ■  — 

\  illar  entered  a  partnership  with 
^/ay  Transportation.  Utilizing  their 
iJtion  expertise,  Leaseway  located 
ible  warehouse  and  designed  the 
L'and  rack  system.  By  this  unique 
5  a.  40%  increase  in  space 
fion  was  achieved. 
i  addition  to  providing  parts 
•  don  and  warehousing,  Leaseway 


actually  attaches  options  to  the  lift  trucks. 
Wheels,  counterweights,  forks,  and 
masts  are  installed  as  speci- 
fied by  Caterpillar.  The 
lift  trucks  are  then 
delivered  to  CAT's  dis- 
tribution center  for 
intricate  finishing 
and  final  quality- 
control  testing. 
Leaseway  operates 
the  system,  but 
Caterpillar 
retains  control. 


The  result. 


By  postponing  final  configuration  in  the 
channel  of  distribution,  Caterpillar  was 
able  to  dramatically  improve  service  to 
customers  and  dealers.  Costs  were 
lowered  through  reduced  finished  goods 
inventory,  faster  turnaround  on  orders, 
and  lower  labor  costs.  And  Caterpillar 
incurred  no  costly  capital 
investment.  Caterpillar  was 
able  to  concentrate  its 
expertise  in  what  it 
does  best:  the 
design,  manu- 
facturing, and 
marketing  of 
high-quality 
lift  trucks. 


The  conclusion. 


■■r  Take  a  new  look  at  your  old 

way  of  handling  physical 
X  U4  distribution.  Leaseway  can 
y    help  like  no  other  company. 
Wfe  begin  by  analyzing  your 
entire  distribution  system,  or  any  part 
of  it.  And  recommend  a  cost-effective 
solution  that's  custom-tailored  to 
your  unique  needs. 

Were  sure  we  have  some  ideas  for 
you.  To  see  how  a  partnership  with 
Leaseway  can  help  make  your  business 


more  cost-effective,  call  Charles  B. 
Lounsbury  Senior  V?,  at  1-800-428-0042. 
In  Ohio,  1-800-428-0028.  Or  write 
Leaseway  Transportation,  3700  Park  East 
Drive,  Cleveland,  Ohio  44122. 

Call  1-800-428-0042. 


rP 


Please  tell  me  how  a  partnership  with  Leaseway  can 
make  my  business  more  cost-effective. 


Name- 


Title  . 


Company- 


Address. 


City_ 


State. 


.  Zip_ 


Telephone. 


J£r  Leaseway 

mm    Transportation® 

Leaseway  Transportation  is  a  group  of  companies  providing  services 
in  physical  distribution:  Dedicated.  Contract,  and  Common  Carriage; 
Auto  and  Bulk  Transport:  Distribution  Center  Services; 
Personnel  Leasing 

Copyright  1987  Leaseway  Transportation  Corp  FBS  53088 

CATERPILLAR.  CAT  and  03  are  trademarks  o(  Caterpillar  Inc. 


The  wildcatters  are  out  in  force.  Shell,  Sun 
and  Amoco,  among  others,  are  there  as 
well  In  Michigan,  of  all  places. 

In  their  own 
backyard 


By  Charles  Siler 


-ii. I  Sutum 


i  Paris,  Mich  drilling  rig 
rseri.es,  big  prices  and  big  profits. 


IT  COULD  BE  ONE  of  those  old 
western-movie-type  shoot-o| 
Shell  Oil  Co.,  Sun  Co.  and , 
Corp.  are  hustling  to  lease  ever 
of  drillable  land  they  can  find.  Al 
has  600,000  acres  already,  and[ 
has  even  more.  Last  year  the  nil 
of  natural  gas  wells  completed  I 
state  rose  by  70%  while  well  co| 
tions  nationally  inched  up  1%. 
is  virgin  territory,"  says  Sid  Ja| 
Jr.,  president  of  Wolverine  Gas 
Co.,   an  independent  outfit  til 
drilling  new  wells  as  fast  as  it  c.| 

It's  happening  in  Michigan,  al 
best  known  for  vehicles  that  buf 
troleum,  not  for  fields  that  prodif 
And  the  bonanza  is  in  natural  ga 
oil — gas  situated  so  close  to  cor 
ers  that  producers  can  charge 
than  out-of-state  competitors  anl 
be  competitive  because  of  their  f 
gible  transportation  costs. 

"We  consider  it  a  signifies 
play,"  says  Patricia  Horsfall,  ex  J 
tion  manager  for  Sun,  which  ha 
seismic  crews  working  in  the  I 
and  is  boosting  its  exploration 

Make  no  mistake,  the  central  ] 
igan  gas  fields  are  nothing  toj 
Texas  or  Alaska.  Proven  reserve 


Michigan  natural 
gas  hunt 


The  Niagaran  and  Antrim  h 
mations  provide  most  of  Midi 
gan's    energy    production;    til 
Prairie  du  Chien  is  the  new  ar 
of  exploration. 


D  Niagaran  Trend 

■  Major  Prairie  du  Chien  explorai 

W  Antrim  exploration 


7e're  EQUICOR  and  we're  committed 
i  .iding convenient,  economical,  respon- 
imployee  benefit  plans.  To  fulfill  that 
diitment,  we're  doing  something  that's 
i  rally  unheard  of  in  the  employee  ben- 
susiness:  we're  listening. 

Ge're  listening  when  Benefits  Managers 
■  ■an  employee  benefit  plan  that  will 

•  human  as  well  as  budgetary  concerns. 
(ere  listening  when  physicians  in  our 

ller  network  (and  their  patients)  remind 

•  v  important  the  one-to-one  physician- 
j  t  relationship  is  to  them. 

we're  listening  when  brokers  and  con- 
its  express  their  need  to  be  able  to  offer 
i!  :lients  a  full  spectrum  of  employee 
(it  options. 

ijid  we're  listening  when  everybody  tells 
Jv  hard  it  is  to  find  an  employee  bene- 
mpany  that  lives  up  to  its  promises, 
tfe're  listening,  and  we're  responding. 
<e're  making  continuous  improvements 
programs  and  services,  so  that  we  can 
)ur  promise  to  offer  you  the  fullest  and 
Hexible  range  of  options  possible, 
.opk  into  EQUICOR  as  your  best  choice 
lptoyee  benefits  plans. 
Jid  remember,  you  can  talk  to 
COR  anytime  about  your  employee 
it  needs. 
Ve're  all  ears. 


1rl'Jt 


'JkJ 


EQUITABLE  HCA  CORPORATION 


he  Good  Listener. 


information,  call  (615)  320-7608. 

'A' /•.  ii i*>iiii  iviiimvol  '/'/«'  /i/ii/iiihli'  Life 

'i  <■  ^'»  ii'lytwtl llns/iiltil '(.iir/Mir/iliiM. of  America. 
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No.  2  in  a  series  on  how  to  advertise  to  Mature  Am 


'MATURE  AMERICANS,  THE  DANIEL  YANKELOVICH  ( 


Tkke  off  15  years.  At  least 

They  look  and  act  years  younger  than  their  mothers  and 
lers  did  in  their  maturity  Proper  nutrition,  a  zest  for  fitness  and  an 
ive  lifestyle  have  handed  many  of  them  a  whole  new  lease  on  life.  The 
>on  to  marketers?  Talk  to  a  person,  not  a  birth  date.  Don't  make  judge- 
nts  based  on  a  few  grey  hairs  or  wrinkles.  Look  at  the  person  inside  the 
son.  Enjoy  their  continuing  youth  with  them.  How  do  you  cast  them 
idvertising?  Looking  and  acting  10  to  15  years  younger  than  preced- 
generations  at  the  same  age.  A  just  completed  Yankelovich  study* 
Modern  Maturity  reveals  that  Americans  50  and  over  are  as  vain  about 
way  they  look,  eat  as  much  fun  food  as  people  a  decade  younger.  The 
gazine  that  understands  how  young  they  feel,  that  even  helps  them 
1  that  way,  is  Modern  Maturity  A  circulation  of  17.4  million  has  made 
dern  Maturity  the  second  largest  magazine  in  America.  For  more  on 
ture  America  and  its  magazine,  contact  Peter  Hanson  at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Sid  Janstrui  Jr  of  Wolverine  Gas  &  Oil 
"This  is  virgin  territory." 


IXnid: 


1  trillion  cubic  feet,  with  maybe  an- 
other 4  trillion  cubic  feet  of  gas  still  to 
be  found.  Compare  that  with  total 
proven  U.S.  reserves  of  192  trillion 
cubic  feet  or  with  Texas'  41  trillion  or 
Alaska's  33  trillion. 

But  talk  price  and  it's  another  story. 
The  going  price  for  a  thousand  cubic 
feet  of  natural  gas  in  Michigan  is 
$2.25.  Older  gas  contracts  bnng  m 
more  than  $4.  Those  are  among  the 
highest  prices  anywhere  in  the  na- 
tion. Louisiana  producers,  for  in- 
stance, currently  get  about  $1 .30.  And 
with  drilling  costs  roughly  equal,  it 
means  that  Michigan  producers  are 
cleaning  up. 

With   prices   this   high,    Michigan 
must  rank  as  one  of  Shell's  most  prof- 
itable states.   Privately  owned  inde- 
pendents are  happy,  too.  Wolverine 
Gas  and  a  group  of  other  oil  operators 
including  Grace  Petroleum  Corp.  and 
Marathon  Oil  Co.,  for  example,  have 
D  wells  in  central  Michigan  that 
net  S2  million  per  month.  Not  bad, 
mg  the  wells  cost  $  10  million 
mplete.  The  big  payoff: 
Id  under  an  old  contract 
hcusand  cubic  feet. 
■s  buying  this  high-priced 


gas?  Mostly  big  utilities  like  Michi- 
gan Consolidated  Gas  Co.  and  Con- 
sumers Power  Co.  One  reason  is  it 
costs  them  only  about  25  cents  per 
thousand  cubic  feet  to  ship  Michigan 
gas  (compared  with  about  80  cents  per 
thousand  cubic  feet  for  gas  from  Loui- 
siana). So  their  retail  price  still  winds 
up  being  competitive.  More  than  that, 
every  cubic  foot  of  Michigan's  gas  is 
used  in  that  state.  The  utilities  say 
relying  on  Michigan  gas  means  they 
don't  have  to  worry  about  interrup- 
tions in  interstate  pipeline  service. 

Similar  situations  in  other  small- 
production  energy  states  have  pro- 
duced equally  high  prices — more  than 
$2  per  thousand  cubic  feet,  for  exam- 
ple, in  places  like  Ohio  and  Pennsyl- 
vania. But  what  sets  Michigan  apart  is 
its  big  new  gas  play. 

Michigan's  little  secret  is  that  for 
decades  it  has  produced  natural  gas. 
But  previously  Michigan  gas  has 
come  mostly  from  the  Niagaran 
Trend,  a  C-shaped  formation  that  cuts 
across  the  northern  and  southern  por- 
tions of  the  state,  and  the  Antrim 
zone,  a  shallow  formation  in  northern 
Michigan.  Drillers  today  are  showing 
renewed  interest  in  the  Antrim  area, 


but  the  much  bigger  Niagaran  fon 
tion  has  peaked  and  production  tr. 
is  declining.  In  the  last  eight  y< 
wildcatters  have  found  big  new 
deposits  in  a  deep  central  Michi 
layer  of  sandstone  and  rock  called 
Prairie  du  Chien  formation. 

Right  now,  out-of-state  gas  is 
such  oversupply  that  producers 
sometimes  underprice  Michigan  { 
ducers,  even  allowing  for  differ 
transportation  costs.  Both  Michi 
Consolidated  and  Consumers  Po1 
have  been  trying,  with  some  succi 
to  renegotiate  older,  more  expens 
gas  contracts  with  in-state  suppli 
As  a  result,  Michigan  producers 
trying  to  be  less  reliant  on  the  utilii 
and  to  compete  more  effectively  w 
out-of-state  suppliers.  Some  are  ta 
ing  about  exporting  gas;  others 
they  can  cut  prices  and  still  m 
plenty  of  money.  "Short  term  it  n 
be  tough,  but  long  term  we  are  go 
to  be  in  better  shape,"  says  Ward  H 
gard,  president  of  PetroStar  Energ) 
Traverse  City-based  independe 
The  upshot:  more  customers  for  th 
newly  discovered  gas  reserves  in 
Prairie  du  Chien.  It's  not  only  vt. 
you  find,  it's  where  you  find  it.  I 
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Special  Advertising  Supplement 


MERGERS 
AND  ACQUISITIONS 

THE  STRATEGIC  BUYERS  PREVAIL 


1-- 


B      A 
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by  Laurie  Meisler 

L  id  the  Oct.  19  stock  market 
I  collapse  ever  really  happen? 

You  might  not  think  so,  look- 
jt  the  state  of  the  mergers  and 
lisitions  market.  Following  a 
lull  immediately  after  the 
n — as  buyers  and  sellers 
jlered  the  situation — came  a 
jible  flood  of  deals.  In  the  first 
h  months  of  this  year,  according 
|D  Information  Services,  near- 
|62  billion  worth  of  transactions 

announced,  practically  dou- 
pe  amount  during  the  same  pe- 
in  1987.  James  Maher,  head 
'iA  for  First  Boston  Corp.,  ad- 

"I  would  never  have  predict- 
!  the  latter  part  of  1 987  that  1 988 
d  have  started  off  as  it  has." 
'eals  are  flying  due  to  a  num- 
•f  factors.  Interest  rates  are  low, 
i's  a  growing  consensus  that 
conomy  has  not  been  unduly 
)nced  by  the  crash,  and  ac- 
>rs  fear  that  the  next  Adminis- 
»n  won't  look  quite  as  benevo- 
i  upon  takeovers.  Additionally, 
gners  are  attracted  to  the 


U.S.,  both  for  its  weak  dollar  as  well 
as  for  the  current  openness  of  its 
market.  "Some  of  the  Europeans 
who  were  saying  last  fall  that  they 
wouldn't  be  able  to  earn  a  reason- 
able return  in  the  U.S.  are  having 
second  thoughts,"  explains  David 
Gunning,  who  heads  the  corpo- 
rate group  at  the  law  firm  of  Jones, 
Day,  Reavis  &  Pogue.  "The  crash 
has  not  caused  the  reverberations 
that  were  expected.  There  is  also 
the  recognition  that  the  rules  are 
likely  to  change  after  1988  and 
that  foreign  buyers  had  better  get 
their  big  acquisitions  done  now, 
before  Congress  shuts  them  out  or 
antitrust  authorities  apply  more 
rigorous  standards." 

Among  both  domestic  and  for- 
eign buyers,  there  is  also  the  desire 
to  "get  on  with  it,"  in  the  words  of 
Robert  Whitby,  Citicorp  Investment 
Bank's  global  head  of  M&A.  Right 
after  "Black  Monday,"  he  recalls, 
"people  thought  that  the  whole 
world  might  be  going  into  the  tank. 
There's  no  conviction  that  it's  not 
going  in  the  tank,"  Whitby  is  quick  to 
acknowledge,  "but  people  are  say- 


ing that  life  goes  on.  You  don't  hear 
a  lot  of  hand-wringing  and  weeping 
and  wailing  about  Oct.  19." 

Not  to  be  ignored,  of  course,  is 
the  enormous  amount  of  money 
chasing  deals.  "Major  institutions 
are  essentially  liquid  right  now,"  ob- 
serves Porter  Bibb,  M&A  chief  of 
Ladenburg,  Thalmann  &  Co.  "Until 
they  go  back  into  the  public  equi- 
ties market,  there's  going  to  be  such 
availability  of  capital  in  this  coun- 
try that  deals  are  going  to  keep 
flying."  Moreover,  "you  have  the 
self-fulfilling  prophecy  of  hundreds 
of  leveraged  buyout  and  manage- 
ment buyout  funds  with  enormous 
leverage,  enormous  cash."  In 
Bibb's  view,  so  much  cash  is  avail- 
able that  deals  are  being  forced. 
"Plus,"  he  adds,  "you  have  people 
quitting  the  investment  banking 
business  to  become  LBO  artists." 

As  Robert  Lessin,  managing 
director  of  Morgan  Stanley  &  Co., 
points  out,  financial  deals  are 
structured  with  bank  debt,  subordi- 
nated debt  and  equity  money.  He 
estimates  that  today,  about  $30  bil- 
lion of  equity  money  is  available  to 
the  top  15  financial  buyers.  "That 
generally  gets  leveraged  up  ten  to 
one,"  he  says,  "so  you're  talking 
about  $300  billion  worth  of  de- 
mand for  acquisitions."  And  the 
pool  is  becoming  more  proactive, 
in  Lessin's  view — initiating  deals  in- 
stead of  waiting  for  them  to  hap- 
pen. As  for  bank  debt,  Lessin  claims 
that  it  is  plentiful — because  the 
banks  have  few  alternatives  right 
now.  But  the  real  surprise,  he 
says,  isthenumberof  firms  willing  to 
commit  capital  to  subordinated 
debt  and  bridge  financings,  which 
have  traditionally  been  most  diffi- 
cult to  obtain.  "So  if  you  dissect  why 
the  business  is  going  crazy," 
sums  up  Lessin,  "it  is  basically  be- 
cause every  star  is  lined  up  in 
terms  of  the  environment  and, 
equally  important,  there's  a  per- 
ception that  this  area  can  deterio- 
rate under  a  different  Administra- 
tion." 

HIGH  PRICES         ~ 

Deals  are  getting  more  ex- 
pensive. According  to  Doug 
Brown,  managing  director 
of  Kidder,  Peabody  &  Co. ,  there  was 
a  perception  early  in  the  year  that 
1988  deals  would  be  priced  off 
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1988  stock  prices — but  "when  the 
dust  settled,  people  found  out  that 
just  because  the  stock  market  is 
down  doesn't  mean  the  acquisition 
market  is  down."  Brown  remarks 
that  the  bidding  for  Sterling  Drug 
Corp.,  American  Standard,  and 
Federated  Department  Stores, 
among  other  targets,  ended  up  at 
big  premiums  to  market.  "When 
push  came  to  shove,  people 
found  out  that  there  weren't  any 
'bargains'  relative  to  last  year's 
pricing." 

And  deals  are  getting  larger.  In 
the  first  quarter  of  this  year,  reports 
IDD,  there  were  40  transactions  of 
$1  billion  or  more,  almost  double  the 
number  during  the  same  period  in 
1987.  "Corporations  and  individ- 
uals have  learned,"  comments  Ci- 
ticorp's Whitby,  "that  it's  technically 
no  more  difficult  to  do  a  big  deal 
than  a  small  deal.  If  you're  going  to 
pay  all  that  money  for  lawyers  and 
investment  bankers,  get  your  top 
management  committed  for  sev- 
eral months  and  be  all  over  the 
newspapers,  you  might  as  well  go 
for  something  that's  really  going  to 
move  the  meter." 

Furthermore,  "a  billion-dollar 
deal  begets  a  billion-dollar  deal,"  in 
the  words  of  Ladenburg,  Thal- 
mann's  Bibb,  who  points  out  that 
restructurings  on  megabuck 
deals  are  commonplace.  He  notes 
that  Robert  Campeau,  who  ac- 
quired Federated,  plans  to  sell  off 
$4.5  billion  worth  of  assets,  "so 
you've  got  another  bunch  of  billion- 
dollar  deals." 

CORPORATE  AMERICA- 
REEMERGES 

Black  &  Decker's  bid  for 
American  Standard,  the  pur- 
suit of  Roper  Corp  by  Whirl- 
pool and  General  Electric,  and  the 
hostile  offer  for  Sterling  Drug  by 
Hoffmann-LaRoche  demonstrate 
an  important  trend  in  M&A  today: 
what  David  Willets,  head  of  mergers 
and  acquisitions  for  Chase  Man- 
hattan Bank,  calls  "the  reemer- 
gencc  of  corporate  America." 
More  corporations  are  in  the  acquir- 
le,  prompted  by  a  low  cost 
well  as  by  fear  of  a  dete- 
ct environment. 

or  strong  corpo- 
I  II  relatively  low," 
n  Welsh,  managing  di- 


rector of  Prudential-Bache  Securi- 
ties. "If  there  is  a  strategic  acquisi- 
tion that  makes  sense,  given  the 
antitrust  environment,  then  maybe 
this  is  the  right  time  to  do  it."  In 
fact,  Welsh  detects  the  "band- 
wagon effect."  "The  feeling  is  that 
there's  all  this  activity  out  there  and 
let's  get  in  it,"  he  says.  "Let's  not 
miss  our  dream  deal." 

How  corporations  attain  their 
goals  has  changed  as  well.  In  the 
opinion  of  David  Dougherty, 
Bankers  Trust's  M&A  chief,  many 
entities — both  domestic  and  for- 
eign— now  feel  that  achieving  an 
important  end,  namely  a  strategic 
objective,  justifies  some  aggressive 
means,  namely  a  contested  bid. 
Indeed,  it  has  become  respectable 
to  "belch  in  church,"  as  Ronald 
Freeman,  co-head  of  Salomon 
Brothers'  M&A  effort,  bluntly  puts 
it.  "Making  an  unsolicited  offer  for 
someone  else's  stock  is  no  longer 
the  exclusive  province  of  raiders," 
Freeman  explains.  "It  is  becoming 
something  that  even  the  bluest  of 
the  blue  chips  can  feel  comfort- 
able doing." 

In  fact,  "hostile  or  unsolicited 
transactions  have  been  com- 
menced by  companies  within  in- 
dustries in  which  heretofore  there 
was  an  unwritten  rule  about  going 
after  one  another,"  submits  Bernard 
Jacob,  managing  director  of 
Chase  Manhattan  Bank.  "It  is  the 
portent  of  possible  change  with 
respect  to  unsolicited  offers."  Nev- 
ertheless, Jacob  expects  institu- 
tions to  begin  reevaluating  their  po- 
sitions by  the  end  of  the  year.  "I 
think  you'll  find  them  backing  away 
from  the  unfriendly  initiation  of 
deals  and  gravitating  back  toward 
traditional  relationship  banking," 
he  predicts.  "People  want  to  know 
who  their  friends  are  and  who  their 
friends  aren't." 

This  is  not  to  say  that  the  proxy 
fight— the  so-called  "back-door" 
method  for  taking  control  of  a 
company — is  extinct.  Hamilton 
James,  who  directs  M&A  for  Don- 
aldson, Lufkin  &  Jenrette  Securities 
Corp  ,  anticipates  more  and  more 
proxy  contests.  His  reasons:  the 
spread  of  poison  pills  and  the  sup- 
port that  courts  have  given  them, 
the  threat  of  new-generation  state 
takeover  statutes,  the  support  that 
proxy  fights  have  gotten  in  the 
courts,  and  the  difficulty  of  financing 
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large  unfriendly  deals  in  the  ju; 
bond  market.  "Texaco,  Centelnt 
Gillette  are  all  underway  right  I 
now,"  he  mentions,  "and  they 
three  of  the  biggest  transactio 
going." 

This  doesn't  mean  that  fina 
cial  buyers  have  disappeared 
the  scene.  As  Bankers  Trust's 
Dougherty  notes,  they  continu 
be  prominent  in  complex  trans 
tions  where  disparate  busines 
lines  need  to  be  managed  or  si 
"This  is  not  the  type  of  transact 
that  strategic  buyers  are  typicl 
interested  in,"  Dougherty  obseB 
"whereas  financial  buyers  are 
quite  adept  at  analyzing  and  \ 
ing  four  or  five  different  busin 
lines  within  one  company  and 
mining  the  best  course  for  ea 
Moreover,  Kidder's  Brown  rep 
that  plenty  of  capital  is  availa 
In  Macy's  bid  for  Federated  D< 
ment  Stores,  he  illustrates,  Ki 
raised  $8  billion  in  new  capital 
top  of  an  already  leveraged  b 
anced  sheet — in  a  period  of  tf 
weeks.  "The  market  is  more  se 
tive  than  it  was  last  summer 
concludes,  "but  capital  is  ther 
the  right  deals." 

Finally,  Robert  Willard,  DL 
M&A  chief,  contends  that  the  f 
cial  deal  is  coming  back  in  a  nj 
fied  form.  Because  the  price 
deals  has  risen  for  financial  b 
ers,  because  of  great  deman 
attractive  divestitures  and  be- 
cause of  burgeoning  competit 
from  corporate  acquirors,  finai 
cial  buyers  are  learning  to  worl 
corporations.  "If  you're  comp 
ing  with  corporations  that  wan 
tain  parts  of  the  target,"  reasoi 
Willard,  "maybe  you  try  to  neuti 
them  by  bringing  them  into  yo 
deal  and  selling  them  the  piec 
they  want."  Campeau's  acquis 
tion  of  Federated  is  a  case  in 
Campeau  expects  to  recoup  I* 
of  the  $8.8  billion  he  is  paying 
through  the  sale  of  Federated 
sions. 


LOOKING  AT  RISK 
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n  light  of  what  happened  or 
Oct.  19,  are  buyers  paying 
attention  to  risk?  Some  are- 
and  some  aren't.  Morgan  StanB 
Lessin  notices  that  many  corp>B 
rate  acquirors  are  tending  to  g* 
low-risk  route  by  buying  out  th'j 
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iamandis  Communications  Inc. 


i  acquired  all  of  the  assets  of  the 

:  JS  Magazine  Division 


50,000,000 


l  undersigned  initiated  and  assisted  in  negotiating  this 
;  iaction,  structured  the  financing,  and  purchased  a 
i  bination  of  all  of  the  senior  and  subordinated  notes  and, 
i  ther  with  management,  substantially  all  of  the  equity 
t  jssary  to  complete  the  acquisition. 
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amandis  Communications  Inc. 


isold 


ickpacker  Magazine 


i  its  newsstand  specials, 

'  enture  Travel  and  Ski  X-C,  to 


>dale  Press,  Inc. 


undersigned  initiated  this  transaction  and  acted  as 
icial  advisor  to  Diamandis  Communications  Inc. 
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Diamandis  Communications  Inc. 

has  sold 

Field  &  Stream, 

Yachting, 

Skiing 

and 

Home  Mechanix 

Magazines 
to 

The  Times  Mirror  Company 


The  undersigned  initiated  this  transaction,  assisted 
in  the  negotiations  and  acted  as  financial  advisor 
to  Diamandis  Communications  Inc. 


Prudential-Bache  Capital  Funding 


DC 


Diamandis  Communications  Inc. 

has  sold 

Modern  Bride  Magazine 

to 

Cahners  Publishing  Company 

a  subsidiary  of 

Reed  International  PLC 


The  undersigned  initiated  this  transaction,  assisted  in  the 
negotiations  and  acted  as  financial  advisor  to 
Diamandis  Communications  Inc. 


Prudential-Bache  Capital  Funding 
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minority  businesses,  opting  for  op- 
erations with  hard  assets,  or  pur- 
chasing direct  competitors,  "where 
everybody  knows  everybody  else 
for  years  and  years."  By  contrast,  he 
says,  certain  financial  buyers  ap- 
pear to  ignore — or  at  least  down- 
play— the  significance  of  the  mar- 
ket crash.  "A  number  of  these  finan- 
cial deals  are  flying  half-blind  right 
now,"  Lessin  declares. 

In  fact,  Jeffrey  Berenson,  head 
of  M&A  for  Merrill  Lynch  Capital 
Markets,  detects  an  "interesting" 
tension  in  the  marketplace:  Some 
acquirors  are  buying  with  more 
abandon  than  they  did  pre-crash, 
while  others  are  exercising  great- 
er caution.  Those  in  the  neutral-to- 
pessimistic  camp,  he  notes,  are 
saying,  "This  is  nuts.  We're  seven 
or  eight  years  into  an  economic 
expansion,  knowing  a  recession  is 
coming  and  concerned  about 
budget  deficits  These  prices  just 
can't  add  up  to  a  sane  representa- 
tion of  corporate  values.'"  But  the 
optimists,  continues  Berenson, 
"are  saying  that  this  is  a  different 
world.  They're  saying  that  prices 
look  relatively  cheap,  that  there  is 
stability  on  the  interest-rate  front, 
that  the  Republicans  are  likely  to  get 
back  in  the  White  House,  that  the 
inflation  rate  is  still  low.  They're  say- 
ing that  this  is  a  wonderful  time  to 
buy  and  to  pay  up  to  buy.  So,"  he 
concludes,  "you  have  some  peo- 
ple being  left  breathless  by  the 
prices  being  paid.  And  you  have 
others  feeling  good  about  paying 
them." 

LOOKING  AHEAD 

WF  ho  will  be  proved  cor- 
rect^ While  M&A  experts 
are  skittish  about  making 
predictions  for  1989,  most  antici- 


pate a  very  strong  1 988  for  M&A 
for  a  multitude  of  reasons.  One  of 
these  is  the  pickup  in  foreign  buy- 
ing. 

Not  surprisingly,  the  British  re- 
main the  U.S.'s  most  avid  foreign 
acquirors,  and  Chase's  Willets 
points  out  that  Beazer,  Maxwell 
Communications  and  a  "whole 
slew"  of  mid-sized  companies  from 
the  United  Kingdom  are  becom- 
ing eager  buyers.  Between  October 
and  January,  he  recalls,  these 
companies— as  well  as  many  other 
European  acquirors — tended  to 
sit  on  the  sidelines,  hampered  by 
their  inability  to  fund  transactions 
through  rights  issues  (the  equiva- 
lent of  a  U.S.  stock  issue)  and  con- 
cerned about  the  direction  of  the 
U.S.  stock  market.  However,  their 
fears  have  abated,  and  they  are 
once  again  able  to  raise  money  for 
U.S.  acquisitions  on  the  London 
stock  exchange — "or  in  the  case 
of  a  Hanson  Trust  or  an  ICI,"  notes 
Willets,  "they  have  significant 
cash  holdings." 

At  the  same  time,  buyers  from 
other  parts  of  the  world  are  surfac- 
ing. Take  the  Japanese.  Although 
they  aren't  exactly  streaming  into 
the  U.S.,  Bridgestone's  success 
with  Firestone  Tire  &  Rubber  and 
Sony  Corp.'s  purchase  of  CBS  Rec- 
ords can't  be  ignored.  In  addition, 
reports  Citicorp's  Whitby,  Japan's 
stocks  are  back  to  pre-Oct  1 9 
prices  and  the  yen  is  as  strong  as 
ever — which  means  that  Japanese 
buyers  really  have  to  look  else- 
where for  value.  But  even  more  im- 
portant is  that  the  Japanese  have 
been  educating  themselves  in  U.S. 
deal-making.  "There  was  a  stereo- 
typical view  of  Japanese  buyers 
as  very  plodding  and  very  cau- 
tious," says  Merrill  Lynch's  Beren- 
son. "I  think  they  have  become 


much  more  tuned  in  to  the  wai 
mergers  and  acquisitions  pra<  j 
tice  exists  here  and  are  much 
aggressive,  much  quicker,  mi| 
more  transaction-oriented  anei 
much  more  decisive  in  their  a| 
proach  to  buying  U.S.  properti 

Other  countries  getting  in  \\ 
act  include  France,  Germany 
Italy — probably  in  that  order.  11 
French,  whose  recent  deals  ini 
U.S.  include  Hachette's  $465 
lion  purchase  of  Grolier,  have 
come  more  aggressive,  says  I 
Slusser,  consultant  to  Paine  W; 
ber.  "There  has  been  a  changi 
the  attitude  of  the  French  govn 
ment  toward  private  enterprise 
relates.  The  Italians,  for  their  pi 
have  been  very  visible  in  the  J 
health  care  field.  As  for  the  Gel 
mans,  their  interests  in  the  U.Sl 
the  gamut  from  graphic  arts  ail 
printing  to  major  manufacturing 
chemicals.  Other  countries  tor 
watch:  Spain,  Korea  and  M 

Of  course,  Congress  couk 
pull  the  plug  on  such  forays.  In 
opinion  of  Stephen  Blum,  co-c 
rector  of  M&A  for  Peat  Marwicl 
some  response  to  foreign  take 
overs  is  likely.  He  cites  two  pos^ 
ties  —  a  flat  prohibition,  or  a  tc 
on  foreign  takeovers,  or  comp| 
disclosure  of  those  takeovers- 
"who  the  buyers  are,  how  the\ 
going  to  finance  the  deal  and  \ 
they're  going  to  do  with  the  co| 
pany" — along  with  a  cooling-c 
period.  "Either  would  greatly 
duce  the  amount  of  inbound  fc 
eign  investment,"  proclaims 
"and  damage  the  stock  marke 

It  should  be  pointed  out  the 
the  flow  of  money  is  not  going 
ways;  Americans  are  not  rushil 
overseas  to  snap  up  foreign  enj 
While  B.J  Megargel,  senior  vi<| 
president  of  Shearson  Lehmar 


REVIEW  OF  MERGER  TRANSACTIONS*                                  1 

1987 

1988 

Number                       Value 

Number 

Value 

luanerof  1987  vs  1988 

of  deals                     (billions) 

of  deals 

(billions)  I 

transacts 

1352                          $85,666 

1590 

$161,679 

■'  than  $1  billion 

21                             43.203 

40 

104.516 

.  iyouts 

23                             10.688 

32 

21.260 

214                              23.544 

191 

24.353) 

17                             10.499 

50 

42.6271 

US.  target 

84                             12.699 

129 

27.417 

iro      ■■  iretgn  target 

90                                2.494 

100 

9.020 

■  nation  Services  Inc    'includes  only  announced  deals    "includes  stake  purchases  of  less  than  50% 
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How  is  the  quiet  revolution  at  Chase 
changing  the  way  American  business 
does  mergers  and  acquisitions? 


Electronics 


Natural  Resources 


Cable  *  Wireless  pic 

C  ft  W  Incotel,  Ltd. 

CWI  Merger  Corp. 

issggfssostsa  m-- 

Cho—  tppjihnlton 

Coprtot  HartoU  Corporation 

^■sV  CHASE 

Cedata  Systems  Corporation 


COHUnWlM  Telecom  Inc. 


Plessey  Incorporated 


Plessey  Packaging  (Hong  Kong) 
Limited 


Oro  International  Holding.  Limited 


Copllnl  Morhott  CorporpOpn 


CHASE 
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Carterfone  Cornrmaptcatkma 
Corporation 


PrRrofpbt,  Inc. 
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Ooo.Ptar«v 
Copftol  ntprtaoto 


Plessey  Incorporated 


Plessey  Montvale  Division 


Handy  &  Harman 


CapUl  Hprkola  Corporation 
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Digital  Switch  Corpotaoo.. 


Orangar  pVaaociatea 
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Crown  Central  Petroleum  Corporation 
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Amoco  Production  Company 


Amoco  Corporation 
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Crown  Central  Potrotoum  Corporation  | 

Gas  t"0-D'ti->i  t-«  P-oOuci-o'  OntBdtn 

Wo»t  Timber.  Limited  PartneraMp 
North  Timber.  Limited  Partnership 

Cross  Timbers  Oil  Company 
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Cpptipia 


The  Superior  Oil  Company 
MooM  Corporation 


Corporation 
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The  Superior  (Ml  Cent)  j 

a  wholly- owned  subaidlar 
Mobil  Corporation  J 

haa  sold  Its  475%  interest  t 
DoLamar  Silver  Mh 

to 

Narco  Minerals  Cot ra 

a  wholly-owned  suceidiar  f~ 
Nerco,  Inc. 


10  Trie  Supe'iC  O'l  Compan,  ana  Hotbi  Catfjc 

ChaseManhattan 
Capital  Markets  Corp. 
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Pocahontas  Land 


Norfolk  Sou tl win  Cc  mi 
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Shell  Western  E  a  1 I 
Shall  Oa  Company 


Base  Induetrlse,  bio. 


Bauach  4  Lomb  Incorporated 


Tha  Standard  Oil  Company 


Tha  Standard  Oil  C<«l 


ax 


Analytical  Products  Division 


Milton  Roy  Company 


^aaV  CHABE 


Consolldsllon  Coal  Company 

E.I  du  Pont  da  Nemours 
and  Company 


riiWMB»m.c*r*n«. 


Royal  Land  Compan 
A  group  of  private  It  I 


K-dde.lnc. 


'■(.■■llMlr. 

«tect«x»»o  Teohnofogtaa  Inc. 


•.fr,  i-„;-jU» 


Beep  Communication 
Systems,  Inc. 


Metromedia,  Inc. 


Cj5»1  UorMtt  l 


CHAbt 


Reading  a  Bat ea  Corporation 

Siiiipm-iiiirin    r   -  "-- 

Jm mi-* 


Indonaaia  Petroleum,  Ltd. 


Dtamond  Sharnrooa  t 
Pvtroiaunt  B  V. 


ass.1. 


Chemicals/Health 


Media 


SANOFI 


Dahlgren  A  Company,  Inc. 


, CHASE 


Mei » Jtli  Corporation 

'*■•  L^oerwneo  eciao  h  i'"t-cii  ao.  a>  to 

Chaae  Manhattan 

Capitol  Mateta  CerperajUon 


. CHASE 


Providence  Journal  Company 


Providence  Qravure 
Holdings,  Inc. 


The  British  Pi  luting  A 
Communication  Corporation  pic 


lCorporation 


SrCrVf 

SICPA  Holding  S.A. 


Erie  Broadcasting  Partners 


►  tcv,  Inc. 


«**•<]•',  0 


Corbeda  Corporation 


Sinclair  t  Valentine  (Holland)  B.V. 
Sinclair  •  Valentine  (Deutaohland) 


Sinclair  4  Valentin.,  L.P. 


»«e  u-We-voreM  .n 


.  CHASE 


WSEE-TV  ot  Erie,  Pennsylvania 


Price  Communications  Corporation 


Th#  Cimm  Mwhanan  B«nk.  N.A 


The  British  Printing  A 
Communication  Corporation 
pic 


PastorS.  A. 


■  Cosmetlcos  S.  A. 
EepanolaS.A. 

r     tUMtm.'J 

l  lt*tte  Company 


;. 


SCHERINO  HEALTH  CARE 
LIMITED 


STERIPAK  LIMITED 


WAVERLEY  PHARMACEUTICAL 
LIMITED 


LE  CROUPE  EXPANSION 


Hal  acquired 


LE  VIE  FRANCAISE,  LA  TRIBUNE 
DE  LECONOMIE  ET  L'AOEFI 


The  unae'SigneO  imtieteO  me  trsnsaclton 
•no  jisisieo  LEipension  with  ma  negotiaiions 
Th*  Chase  MwihatUn  Bank ,  N. A.  (Pari*) 


hai  eCQuired  through  merger 


Th*  Wabb  Company 


Th*  undersigned  initiated  this  transaction 
assisted  in  the  negotiation!  ana  acted  ei 
financial  advisor  to  The  British  Printing  4 
Communication  Corporation  pic  and  was 
Dealer  Manager  tor  the  related  lander  otter 


—■--  -"--■■r 


.CHASE 


I  tNQ  HEALTH  CARE 
ID 

I  INQ-PRFBBLES  LIMITED 

N  PRODUCTS  LIMITED 


I  ■ 


CIBA-GEIGY  Limited 
CIS  A-GEIGY  Corporation 


ma  Contacl  L*n*  and  Lane  SoUona  BuWwu  0< 

American  Optical  Corporation 


r>ego'«i«m  ire  ecteo  u '  ■<■* 
Cl6*-GEIG*  Conjo>it«rv 


.  CHASE 


rWtMw  Entafpriaaa,  Inc. 

KIMA-TV  of  Yakima,  Washington  | 
KEPR-T V  of  Pasco,  Washington 
KLEW-TV  of  Lawlston,  Idaho 

NWO  Broadcasting  Company 


KM  VSem  "  : 


Providence  Journal  Company 


Network  Publishing 
Corporation 


Gerry  M.  Rftter man 


)uietly  Chase  is  revolutionizing  M&iA  by 
ringing  three  key  ingredients  to  every  deal: 

lands-on  industry  knowledge. . . . 


Tm»  announce  mom  app—ry  as  a  matlar  ol  racoro  onty 


Rawnay,  Inc. 

An  aftiliata  o*  THa  IrtMtTacfi  Group  ol  Cwtastor, 
Sourn  Ca'oiine  nu  pu'tnasavl  ma  H**m«r  Typatie 
•nd  ww«"i  Hemisphere  Tvmi  Oj»"«iiii  |'<it. 


E,l.duPofrtdeN©mours4 
Company 


Merchant  Banking 


■  ■  Fiber  Industries,  Inc. 

iewty  teamed  coroo>ai-on  o>gan.ted  Br  Trie  Starting  CJrcvp  t 


$190,000,000 

Senior  Credit  Facilities 

Financing  to>  rne  Imi^N  acOu-»iiiO«  o>  ine  n*ri  o1 


iw  >m  *  laa™  ><a  C—s, ft 


51.350,000 

Employee  Stock  Ownership  Financing 


"«*  CJlaS*  SAanfieiien  Ban*    N  * 


CHASE 


'•nene.ng  10  F*je-  Incvsi'a 


vcn  daw  •ou-r. 


***■£ 


Huntsman  Chemical  Corporation  I 


$102,000,000 

Financing  tor  the  Acquisition  of 
Certain  Assets  Related  to  the 
Polystyrene  Business  Acquired  trom 
American  Hoechst  Corporation 
and  the  Refinancing  of  Certain 
Existing  Inpebtedness 


Tne  Cnase  Mann«nan  Bant  n  a 

M-oianO  Ban*  PC 

Teaaa  Commerce  Bana  S  A 


"nvlrocsl,  Inc- 


■  _■  ■  ■-,,  ,     -  I      i 

aU'Maf  U(aM,  Inc. 


Morcal  Solid  Wait.  Sy,  m 


Norcal  Solid  Wast*  S»  o 
Employaa  Slock  Own*  • 


.CHASE 


£ 


Horcal  Sol  M  Waata  a  y  aa 

Norcal  Solid  Waata  ty  aa. 
Iiiailuyaa  Itaca  Own*  si- 


CHASE 


AMPEX 

Ampex  Group  Incorporated 


Ampei  Corporation 
Aaaad-Sagnal  Inc. 


AjT»*r»Oa»n  Sflft  ACQUaWDOn  CofTipwiy  I 


An  siiic  Mi  S«Vt  Contptwiy 


G*n*r a  I  Hoat  Corpora tkKi 


sx*. 


Ampei  Group  Incorporated 


$475,000,000 

Term  1  Bridge  Acquisition  Facilities 


'»•  C"4—  •*»«•*•*  «*-.    . 


f. >■>■■■  --#••«  »•-■  i.  C*    •  .« 


$22000,000 

Senior  Acquisition  Financing 


,  CHASE 


AMPEX 

Ampei  Group  Incorporated 


Ampei  Corporation 

AAaeo-Sapna.  Inc. 


American  Saft  AoQiasitlun  Company  I 

Salt  Company 
Host  Corporation 


CON 

CHEMIC4L 
INC 

F«anc*n  *or  ma  l»  araaasj  Acsvayiayn  of  ma  assets  o>  t»»  Corpus  Cnna* 
frsypotswreoel  Comoe-r   "»  Serve-  Etayaene  G*^t>  Faceay  from  O 
Afssancae   mc     TNt  Oocoefe  Bayou  CXykana  Face*,  ana  We  •«_*> 
Pens*,  Pcayaata.,aene  8na--ess  *t>-  t      D*Pv  aa  Ne-&^t  1  Co-cary       1 
ana  ma  Emyaane  P-ogucts  EWt-vtt  p>  «"C  Mauat-as*  ax 

5750,000,000 

tank*  Crodit  Mbi 

T»ai Cftaaa yar^tanayi Bane  NA 

r»a»  Bana  o»  No*a  Scona 

Masyman*  Sana  »sats»nand  N  y 

t>*  Bans  0)  laayo  Tvm  Comeany 

■n^ns)  Tnjpt  Ccripam 

laaMC«mmarpa  Bam 

Tyo Oaaa  saartyaayeyt  6a—  NA 

W  Ban*  o>  Nor*  Scota 

Aagamans  Bans  Nat>*rs»N3  N  V 

T*a  Bana  o>  Trstyp  >uaf  Company 

arvane,  Truat  Company 

»#i*a  Conv-ay-ea  Bane 

Mrsapurvr  Mat  or*  Sane 

TNt  F-et  Nar«nai  Bar*  of  O<a«o  1 

OaeWSuejea 

OnC  ametf  Bayaung  Co'PO'af-or' 

THa  *-r  Sana  L-r-rao 
Utsk-a  Houston   NA 

n*aa»  'tnancaW   inc 

National  Ban*  o*  Canaoa 

■saaeSaas*0ssss>st, 

Tn»  *oaa  Bans  us) 

$42. 000, 000 
Bridga  Facility  1 

n*e  Crtaaa  HsyVtanar-  isv*  NA 

•636,000,000 

Bridge  Facility  II 

Tat,  cnsxa*  aaarnarn*-  Sana   NA 

■>a  Bane  o-  Nova  tcora                  , 

lapiani  Bari  isar-smi  1  V 

anjaass  Tftap  Caympany 

l»an  Cassaaaaro*  Bayta 

Tna  Ban*  of  Tgtyp  tfuaf  CQffip*fi|    1 

$3, 000,000 

a.afnptoy«M  Stood  OwnoraVilp  Fl  na  oc  1 0*3 1 

•■•  CNsa  Mev*>-  1*^   NA 

•Ye*  OaaasM  stass«seA*aa>  aseaaV  NJs. 

6290.000,000                                            1 
asunortlaUny  lirtaraat  Ratis  Caps 

fc*.  »-  .  as>  -^a»  v  CaV  CN(—<a> 

e ™| 

'•«  Oaaa  aAannanan  Corporaion 
a)  Cam  OaafMca)  inc 

tyoiaaac  a0u*»  '  ■nancing                       1 

SjSi"aw««iC 

Ocmabe 

<$> 


Morris  Communlcatlo 

of  Augusta  Georgia 

has  acquired  the  assets  of 


Kaaaals  Outdoor 

Advertising  Companh 

headquartered  in  Minneai 


Chsss  Manhattan 
CaplUl  Market t  < 


<$b 


Morris  Communlcatlo  | 

Revolving  Credit/Term  LoT 

The  Chase  Manhattan  Ba| 
Bankers  Trust  Company 

The  Bank  of  New  York 

European  AmenrAn 
Bank 

Marine  Midland 
Bank,  N  A 


Pittsburgh  National 
Bank 

Aaaw 

Tha  Chass  Manhattan 


Merchant  Banking 


■  manar  o*  ■•co^do^y 


>  Oil  Company 

Energy,  Inc. 


Muminum  & 
al  Corporation 


j  ffjnn  o*  ikc<  o">i 


i  Oil  Company 


Hook-SupeRx 

Inc 

$SS?£EES27Z: 

.;*^.r.',"" 

-ol.r. 

$290,000,000 

Senior  Bank  Financing 

CMM  IuvhIiwiI  tana 

<-*»*««>«*, 

WC«M*««B«N. 

im 

imoinm 

Sea- 

A«put>c8«*  0*Hh  11 

9m 

S»~  CoTOwar-w 

B*n>  Ov  Counted  M* 

'•~~»» 

52; 

uiaankd 

>M 

»•.<_». 

Tn»  Sent  >"c-  >■:■  tftM  ComM~> 

9»im  B«  PiC 

•—«• 

tUr-^C^-f 

'-'--'"-•"■"--■ 

Tfrftf  ComoAAi 

jft*— .*a 

'"•Nooo*  0»*i  Ba"«  iu 

ACHASt 

Sterling  Chemicals,  Inc. 


$140,000,000 

Senior  Credit  Facilities 


The  Cum  Marihaltan  B*nk    H  A  trie  Bank  ol  Nova  Scot* 

P>IHbv<gh  Nat<">al  Sir*  *<gem*r*  Ban*  Neo>'»"i 

The  Bar*  o>  ft*jO  l>tni  Okmki  Irwrig  Tims'  CoTiOJrfljr 

Ban*  ol  Sco>i*'XJ  S»»  &-■  ■ 


ACHASE 


PONY  INDUSTRIES,  INC. 


■  3    -j  PtoAaCfl 

Mi  lui  nasaa  h  Hi  M 


$228,000,000 

Senior  Crsdit  Facilities 


m 


I  ^aaV  CHASE 


30 

A0A  Financing 


. .  .proven  corporate  finance  skills. . . 
and  capital  strength. 

At  Chase,  we  bring  together  our  staff  of  technical  experts 
in  many  sectors  of  industry  to  give  our  clients  accurate  and 
timely  valuations. 

At  the  same  time,  we  also  bring  to  every  deal  a  breadth  of 
investment  and  commercial  banking  expertise  which  provides 
limitless  opportunities  to  structure  the  best  solutions. 

Not  to  mention  a  total  capital  base  of  over  $10  billion  to 
help  execute  the  deal  when  appropriate. 

For  further  information  call  David  Willetts,  Managing 
Director,  Mergers  Si  Acquisitions,  at  (212)  552-7656. 
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AND  ACQUISITIONS 


ton,  believes  that  many  U.S.  cor- 
porations are  looking  beyond  their 
shores — "if  they're  going  to  be 
global  competitors,"  he  reasons, 
"they  have  to  build  overseas" — 
most  of  his  counterparts  don't  envi- 
sion much  activity.  Observes 
Chase's  Willets,  "the  senior  man- 
agements of  many  corporations 
are  focusing  primarily  on  strength- 
ening their  U.S.  operations,  and 
are  looking  at  certain  specific  stra- 
tegic international  acquisitions." 
There  are  obstacles,  too.  "Because 
of  the  dollar  exchange-rate  prob- 
lem, a  U.S.  company  is  at  a  disad- 
vantage in  putting  a  significant 
price  on  a  foreign  company."  as- 
serts colleague  Jacob.  "U.S. 
companies  also  face  many,  many 
more  barriers  in  acquiring  Euro- 
peans and  Japanese  companies 
than  do  Europeans  and  Japanese 
in  acquiring  U.S.  companies." 

PUTTING  YOUR 
MONEY  WHERE  YOUR 
MOUTH  IS 

However,  Willets  notes  that 
merchant  banking  continues 
to  take  off — and  with  good 
reason.  "Capital  is  a  very  important 
element  to  successfully  conclud- 
ing a  deal,"  he  emphasizes.  "And 
the  genuineness  with  which  ad- 
vice is  givpn  is  tested  somewhat  by 
your  willingness  to  put  your  money 
where  your  mouth  is." 

Yet  success  in  merchant 
banking  "often  depends  on  the  ex- 
ternal financing  and  interest  rate 
environment,"  observes  Shearson's 
Megargel,  and  much  attention 
has  been  focused  lately  on  recent 
bridge  loans  that — because  of  a 
difficult  external  environment — 
were  in  place  longer  than  intend- 
ed. As  a  result,  says  Bankers  Trust's 
Dougherty,  merchant  bankers  are 
reluctant  to  take  on  the  sizable  com- 
mitments they  might  have  taken 
on  before — though  they  are  willing 
to  approach  substantial  commit- 
ments on  a  syndicated  basis.  He 
illustrates  that  in  the  Campeau 
deal,  Paine  Webber  and  Dillon, 
Read  &  Co.  were  prepared  to  ex- 
idge  financing  along  with 
ton    Whether  it  be  the 
or  securities  firms  pro- 
biidges,"  concludes  Dou- 
'there  certainly  are  finite  lim- 
to  the  amount  of  risk  they 


would  take  on  any  one  deal.  They 
don't  want  to  get  caught  under 
adverse  market  conditions  and  find 
they  have  disproportionately  too 
large  an  exposure." 

Are  some  firms  destined  to 
leave  the  merchant  banking  realm? 
Merrill  Lynch's  Berenson  main- 
tains that  there  are  already  fewer 
players  willing  to  commit  their 
money.  His  prediction:  a  major 
shakeout  where  only  "serious" 
players — those  with  "large  capital 
bases,  the  ability  to  absorb  risk 
and  the  high-yield  capability  that 
will  permit  them  to  lay  off  risk  in 
public  and  private  markets" — will 
survive.  "Some  of  the  people  who 
have  gone  into  the  business  in  the 
last  year  or  so  and  have  gotten 
their  fingers  burned  are  going  to  fall 
by  the  wayside,"  he  contends. 

Merchant  banking  also  seems 
to  have  become  more  controversial, 
with  many  firms  reassessing  the 
pitfalls  as  well  as  the  rewards.  The 
position  of  Paine  Webber's 
Slusser  is  that  there  is  a  "clear  inter- 
nal conflict  of  interest,"  because 
the  people  interested  in  making  the 
fees  are  helping  to  decide  wheth- 
er or  not  to  make  the  bridge  loans.  In 
addition,  Slusser  is  not  convinced 
that  Wall  Street  firms  are  as  analyti- 
cally equipped  as  are  banks  to 
make  bridge  loans.  Finally,  Robert 
Lee,  who  heads  Dean  Witter 
Reynolds'  M&A  department,  be- 
lieves that  the  pickings  are  getting 
slimmer.  "There  are  poor  manage- 
ments out  there,"  he  says,  "but 
many  have  already  been  attacked 
and  their  companies  reorganized. 
The  market  has  become  much  more 
balanced  and  the  opportunities  to 
make  a  big  killing  in  the  merchant 
banking  business  have  been  sub- 
stantially reduced." 

THE  STATES  STEP  IN 

Wr  hat  of  the  effect  of  state 
takeover  laws  on  M&A  activ- 
ity? While  many  M&A  ex- 
perts brush  aside  the  efforts  of  Dela- 
ware, among  other  states,  to  make 
unfriendly  takeovers  more  diffi- 
cult— First  Boston's  Maher  points 
out  that  the  intent  is  to  discourage 
bids  relying  on  borrowed  money, 
"which  weren't  a  big  part  of  the  take- 
over market" — changes  in  tactics 
are  likely  to  result.  Jones,  Day's 
Gunning  believes  they  will  benefit 


shareholders.  "The  states  are  j 
ing  that  the  type  of  offer  that  is 
going  to  win  is  not  going  to  be 
coercive  type  of  offer.  It's  goinc 
be  a  fully  priced,  same-deal-foi 
shareholders  kind  of  offer."  Gui 
ning  thinks  the  statutes  will  mat 
more  difficult  for  acquirors  des 
ing  a  quick  turnaround — "who  | 
the  shareholders  into  somethin 
quick  and  then  grab  it  and  run 
because  they  have  the  effect  o 
prolonging  the  process,  makin 
easier  to  get  competing  bids. 

As  for  the  1 986  Tax  Reform 
Act — specifically,  the  abolition 
"mirrors,"  which  enabled  acqu 
ors  to  buy  companies  and  sell 
their  pieces  without  incurring  a 
capital  gains  tax — it  has  had  sev 
effects.  First,  remarks  Morgan 
Stanley's  Lessin,  it  has  given  it 
industry  companies  "some 
breathing  room."  Were  it  not  fo 
reform,  he  says,  "we  would  ha\ 
no  multi-industry  companies  nc 
According  to  Kidder's  Brown,  j 
bottom-line  implication  of  no  mi 
is  basically  an  economic  one 
doesn't  stop  deals  in  which  the 
will  be  a  sale  of  significant  ass* 
from  happening,  he  says.  "It  d( 
prevent  them  from  happening ; 
materially  higher  prices  becau: 
you  just  don't  have  the  econorr 
advantages.  Alternatively,  you  I 
economic  disadvantages  from 
the  need  to  make  tax  payments 
where  you  wouldn't  have  had  t< 
do  so  before." 

Nevertheless,  the  M&A  real 
is  expected  to  remain  quite  hes 
at  least  for  the  remainder  of  1 9f 
"There  are  companies  that  will  r 
to  make  acquisitions  for  stratec 
reasons — whether  to  diversify, 
add  a  distribution  channel  or  tc 
increase  market  share,"  says  C 
Byrd,  head  of  M&A  for  Security 
Pacific  Merchant  Bank.  "There 
substantial  liquidity  in  the  mark 
that  we  don't  see  going  away  ir 
near  term."  Byrd  admits  that  it  i 
very  difficult  to  project  out  more 
1 8  months.  "But  we  think  that  f< 
the  next  1 2  to  1 8  months, "  he  c 
Clares,  "the  M&A  market  will  ve 
definitely  continue  strong."  I 


Laurie  Meisler  is  a  New  York-ba* 
freelance  writer. 
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Completed 
1986 


17  Transactions 


Approximate  Market  Valuet 
$2,838,256,000 


Completed 
1987 


"American  Security  Corporation  (Washington,  DC.) 

merged  with  Maryland  National  Corporation,  Baltimore,  Maryland 


440,806,000 


*Amoskeag  Bank  Shares,  Inc.  (Manchester,  New  Hampshire) 

acquisition  of  NTC  Corp.,  Nashua,  New  Hampshire  50,700,000 

*Bank  of  New  England  Corporation  (Boston,  Massachusetts) 

merged  with  The  Conifer  Group  Inc.,  Worcester,  Massachusetts  656,000,000 

*Cobanco,  Inc.  (Santa  Cruz,  California) 

merged  with  Pacific  Western  Bancshares,  San  Jose,  California  35,000,000 

"Commercial  Security  Bancorporation  (Salt  Lake  City,  Utah) 

acquired  by  KeyCorp,  Albany,  New  York  102,000,000 

*First  National  Corporation  (San  Diego,  California)  acquisition  of 

National  Bankshares  of  La  Jolla  and  National  Bank  of  Fairbanks  Ranch      8,500,000 

*USAmeribancs,  Inc.  (Chicago,  Illinois) 

merged  with  NBD  Bancorp,  Inc.,  Detroit,  Michigan  250,000,000 

*Valley  Capital  Corporation  (Las  Vegas,  Nevada) 

merged  with  *Security  Bank  of  Nevada,  Reno,  Nevada  123,000,000 

Completed      "California  State  Bank  (West  Covina,  California) 

1988  merged  with  Southland  Bank,  N.A.,  Arcadia,  California  5,680,000 

*Charter  National  Bancorp  (Encino,  California) 

acquired  by  Bank  of  Industry,  Industry,  California  6,080,000 

"United  Jersey  Banks  (Princeton,  New  Jersey) 

merged  with  First  Valley  Corporation,  Bethlehem,  Pennsylvania  265,000,000 


Pending 

Approval 

1988 


*Fairhaven  Savings  Bank  (Fairhaven,  Massachusetts) 

acquisition  by  Citizens  Financial  Group  Inc.,  Providence,  Rhode  Island   39,000,000 

*Gary-Wheaton  Corporation  (Wheaton,  Illinois) 

acquisition  by  First  Chicago  Corp.,  Chicago,  Illinois  136,400,000 

*The  Monadnock  Bank  ( Jaffrey,  New  Hampshire) 

merging  with  Cheshire  Financial  Corp.,  Keene,  New  Hampshire  15,642,660 

*New  England  Savings  Bank  (New  London,  Connecticut) 

acquisition  of  Omnibank  of  Connecticut,  Madison,  Connecticut  47,560,000 

*Union  National  Corporation  (Pittsburgh,  Pennsylvania) 

merging  with  Pennbancorp,  Titusville,  Pennsylvania  365,607,800 


Over  $10.2  Billion  of  Banking  Merger/Acquisition  Expertise 


■KBW  Client 


tAt  time  of  announcement.     tSince  1982 


For  further  information  contact 


Harry  V  Keefe,  Jr. 

CHAIRMAN 


Michael  C.  Connor 

EXECUTIVE  VICE  PRESIDENT,  CORPORATE  FINANCE 


(212)  323-8300  •  (800)  221-3246 
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Arftech  Corp. 

Acquisition  of  Moose  Product*.  Inc 

Assisted  m  Initiation 
Financial  Advisor 

Atari  Corp. 

Acquisition  of  Federated  Group  Inc 

Financial  Advisor 
Dealer  Manager 

Aubert  & 
Duval  S.A. 

Acquisition  of 

Special  Metals  Corporation  from 

Astrotech  International  Corporation 

Assisted  in  Initiation 
Arranged  Financing 
Financial  Advisor 

George  Banta 
Company,  Inc. 

has  acquired 
The  Beddor  Companies  Inc 

Financial  Advisor 

Bird 
Incorporated 

has  sold  its 

Bird  Machine  European  operations 

to  a  unit  of 

Krauss  Maffei  AG 

Initiator 

Financial  Advisor 

Boss 

Manufacturing 
Company 

Acquisition  by  American  Con 
Products.  Inc 

Initiatur 
Financial  Advisor 

CBOB 
Holdings,  Inc. 

Acquisition  of  Boai  Manufacrunng  Co 

[oitiatoi 

Arranged  Financing 
Financial  Advisor 

Carroll 
Industries  PLC 

Acquisition  of  The  Cotton  Company 

Initiator 
Financial  Advisor 

Century  Telephone 
Enterprises,  Inc. 

Sale  of  assets  of  its 

cable  television  operations  ro 
Daniels  Communications  Partners  LP 

Financial  Advisor 

Cincinnati 
Microwave,  Inc. 

has  successfully  repurchased 
6,000,000  of  its  Common  Shares 

Assisted  in  Initiation 
Financial  Advisor 
Dealer  Manager 

Conquest 

Exploration 

Company 

Acquisition  of  Cenergy  Corporation 
Financial  Advisor 

Denver  Nugget 
Incorporated 

Recapitalization 
Financial  Advisor 

Faberge, 
Incorporated 

Acquisition  of  The  Elizabeth  Arden 

Cosmetics  and  Fine  Fragrance 

Business  from  Eli  Lilly  and 

Company 

Financial  Advisor 

First  Mississippi 
Corporation 

has  sold  the  assets  of  its 
wholly  owned  subsidiary 
Imperial  Technology,  Inc 
to  System  Industries,  Inc 

Initiator 
Financial  Advisor 

First  National 
Bancorp,  Inc. 

Sale  of  its  subsidiary, 

First  National  Bank  of  Aniona, 

to  Bancorp  Hawaii.  Inc 

Initiator 

Financial  Advisor 

Geodyne 
Resources,  Inc. 

Acquisition  by  Geodyne- managed 

limited  pannerships  of  all  the 

oil  and  gas  producing  properties 

in  Kansas  from  Monarch  Petroleum 

Initiator 

Financial  Advisor 

Geodyne 
Resources,  Inc. 

Acquisition  by  Geodyne -managed 

limned  partnerships  of  all  the 
oil  and  gas  producing  properties  of 
Public  Service  Company  of  Oklahoma 

Initiator 
Financial  Advisor 

Geodyne 
Resources,  Inc 

Acquisition  by  Geodyne -mar: 
limited  partnerships  of  all 

oil  and  gas  producing  propel 

in  the  Wiilamar  Field 
from  Shell  Western  E  &  P.  1 

Initiator 
Financial  Advisor      1 

■ 
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The  Golden 
Financial  Group 

hu  acquired 

St  Paul  Life  Insurance  Company 

from  AMEV  Holdings.  In* 

Financial  Advisor 

Guarantee 
Auto  Stores,  Inc. 

has  been  acquired  by 
Natmnwise  Auromome   Itv 

Financial  Advi*>r 

ICN 
Biomedicals,  Inc. 

Acquisition  of  Radioassa) 
SjMRaa  Laboratories.  Inc 

Assisted  in  ImiuiHin 
Financial  Ad*  iv  r 

ICN 

Pharmaceuticals 

Holland  b.v. 

A<.quiMin>tt  through  us  subsidiary, 
SPI  Pharmaceuticals,  Itv  . 
i-i  1  jboratorn«  Hubber  S  A 

Finam  U  A.lm..r 

ICN 

Pharmace  uticals, 

Inc. 

Acquisition,  through  its  subsidiary. 

SPI  Pharmaceuticals.  Inc  . 

of  Faraday  Laboiatories,  Inc 

Assisted  in  Initiation 
Financial  Advisor 

ICN         .1 

Pharmace  utica 
inc. 

Acquisition,  through  its  subsl 
SPI  Pharmaceuticals,  lr> 
of  Moxie  Industries.  Injj 

Assisted  in  Initiation  1 
Financial  Advisor     I 

Kirby  Exploration 
Company,  Inc. 

has  sold  its  oil  and  gas  assets  to 
American  Exploration  Company 

Initiator 
Financial  Advisor 

Lewmar  pic 

Acquisition  by 
Beniamm  Priest  Gtuup  pic 

Financial  Advisor 

Ueberman 
Enterprises 

Acquisition  by  International  Video 

Entertainment  Int  .  a  subsidiary  of 

Caroko  Picrum  Inc 

Inniauw 
Financial  Advuor 

Long  Reach 
Holding!*,  Inc. 

Acquisition  of  Long  Reach 

Manufacrunng  Co  and 

Rol-Lift  Girporation 

from  The  Quaker  Oats  Company 

Rotan  Musk* 
a  subsidiary  of  PaineWebber 

Financial  Adw-.r 

M.  A.  Hanna 
Company 

Acquisition  of  Day  International 
Corporation 

Initiator 
Financial  Advisor 
Dealer  Manager 

MDT  Corporatk 

Acquisition  of 
Castle  Company 

Assisted  m  Initiation 
Financial  Advisor 

Milton  Can 
Company,  Inc. 

has  acquired 

(jeorge  A   Milton  (an  Co  Division 

and  Eagle  On  Company  from 

Van  Dorn  Company 

Financial  A  !. 
Arranged  Financing 

National 

Car  Rental 

System,  Inc. 

Stir  of  Lend  Lemae  Trucks  It* 
to  LIT  Acquisition  Itx 

Asiistrd  in  Initiation 
Financial  Advisor 

Orange  Julius 
International,  Inc. 

Sale  of  its  subsidiaries. 

Orange  Julius  of  America  and 

Orange  Julius  Canada  Limned 

to  International  Dairy  Oueen,  Inc 

Financial  Advisor 

RKO  Pictures 
Holding 

Acquisition  of  RKO  Pictures  Inc 
from  Gencorp 

Initial. m 
Financial  Advuor 

Ratners 
Group  pic 

Acquisition  of  Sterling  Inc 

Initiator 
Financial  Advisor 
Dealer  Manager 

Scientific 
Leasing  Inc. 

has  been  acquired  by 
IV  LINC  Group.  Inc 

Financial  Advisor 

Scon  Cable 
Communications,  Inc. 

1  *>,000 
baste  subscribers  n 
<-lrven  slates  has  merged  with 
•   KMU 

Merg*. 

Fin,;. 

Shugart 
Corporation 

Acquisition  of  Kennedy  Company  and 

Kennedy  International  Limited 

from  Allegheny  lnternatnnal.  Inc 

Financial  Advuor 
Bridge  and  Permanent  Financing 

Smith  ft  Nephew 

Associated 
Companies  pic 

Acquisition  uf  Sigma.  Inc 

Initiator 

Squibb 
Corporation 

Sale  of  the  operating  assets 

of  Systcmedicv  Inc  ro 

Welsh.  Canon,  Anderson  &  Stowe 

Financial  Advisor 

TexCom,  Inc. 

Acquisition  by  IntelogK  Trace.  Inc 

Initiator 
Financial  Advisor 

Textron,  Inc 

Sale  of  Rcmea  CAM  Optra 
to  Seymour  Electronics  at 
Automation.  Inc 

Initiator 
Financial  Advisor 

M 

TbcTHbeca 
Corporation 

v»r 

VS.  Sugar 
Corporation 

Acquisition  by  a  shareholder  gn>op 
Rendered  Optruon 

Universal 

Services 

Company.  Inc. 

Acquisition  through  merger 

by  Team  In* 

Rot  an  Monk 

a  subsidiary  of  PaineWebber 

Initiator 

Financial  Advisor 

Wavetek 
Corporation 

Acquisitun  ol  Datron 
International  pk 

Fmancul  Advisor 

Western 

Tele-Communications, 

Inc. 

has  acquired 
Marcus  Commumcatams.  Inc 

Financial  Advisor 

Wisconsin 
Central  Ltd. 

Acquisition  of  substantial!  ■ 

of  the  rail  operating  asset  j 

Lake  States  Transportation  DM 

from  Soo  Line  CorporaciH 

Assisted  in  Initiation     1 

-P 


o  everyone  s  confusion,  the  dollar  fluctuates  widely  and  no- 
ody  knows  whether  we  face  inflation  or  deflation.  Here,  a  dark- 
orse  proposal  for  ending  monetary  instability. 

Do  you  want  to  be 
paid  in  Rockefellers? 

In  Wristons? 
Or  how  about  a  Hayek? 


ie  stability  of  the  dollar,  once  an  academic  subject,  now 
ters  into  the  day-to-day  calculations  of  almost  every 
siness  person  and  investor.  Is  inflation  returning?  Is  the 
[change  rate  going  up,  down  or  sideways?  What  to  do 
lout  the  resulting  headaches?  Go  back  to  Bretton  Woods? 
■  stall  a  gold  standard?  Bring  in  a  single  world  currency? 
The  most  unorthodox  proposal  is  one  that  will,  at  first 
lince,  seem  far-fetched  to  most:  End  government  monop- 
es  on  currency  issuance  and  let  competing  private  cur- 



By  Peter  Br imelow 


r 

>m  e 


he  Federal  Reserve  System  will  be  75  years  old  in 
December.  A  small  but  growing  band  of  academic 
economists  proposes  a  special  sort  of  birthday  cele- 
kition:  The  Fed,  they  say,  should  be  abolished. 


abolished?  The  sole  bulwark 

loave  against  runaway  infla- 

n  and  fiscal  irresponsibility? 

vlost  people  can't  imagine 

\z  without  a  currency-issuing 

;  itral  bank,  although  in  fact 

I ;  Fed  is  younger  than  one  of 

i  most  relentless  critics,  No- 

1 1  laureate  Milton  Friedman, 

:  11  going  strong  at   76  and 

i  rd  at  work  at  California's 

[>over  Institution. 

The  Fed  allegedly  manages 

I  -  country's  money  supply  in 

iier  to  prevent  such  econom- 

I  disturbances   as   inflation, 

;  elation  and  depression.  But 

iis  a  matter  of  record  that, 

\:ce  the  Fed  arrived,  econom- 

disturbances    have     been 

i  >re  severe  than  previously — 

ttably  the  Great  Depression 

i!  1929-33  and  the  Great  Infla- 

t*n  of  the  Seventies.  In  the 

!  >cess,  the  purchasing  power 


rencies  circulate  freely.  Bizarre  as  it  may  sound,  the  pro- 
posal is  gaining  intellectual  acceptance.  The  renowned 
monetarist  Milton  Friedman  is  showing  interest.  It  is  a 
favorite  proposal  of  the  great  thinker  and  believer  in  mar- 
ket power  Friedrich  A.  Hayek. 

Prediction:  Privatized  money,  alias  "competing  curren- 
cies" or  "free  banking,"  is  an  idea  that  you  will  be  hearing 
much  more  about  in  the  years  ahead.  Below,  Peter  Brime- 
low  explains  and  examines  the  subject. 

of  the  dollar  has  almost  completely  eroded  (see  chart,  pp. 
244-45).  Even  now,  inflation  is  still  gnawing  away  at 
around  4%  a  year,  compared  with  a  mere  3.3%  when 
President  Richard  Nixon  first  imposed  wage  and  price 
controls  in  1971. 
Central  banking  distresses  some.  They  argue  that,  far 

from  preventing  these  distur- 
bances, central  banking  may 
exacerbate  them.  The  Fed  has 
been  accused  of  being  too  tight 
in  the  1930s  and  too  loose  in 
the  1970s  and  of  innumerable 
lesser  errors.  After  bitter  de- 
bate, most  economists  have 
come  to  accept  at  least  a  part 
of  this  critique. 

For  years,  Milton  Friedman 
has  advocated  doing  away 
with  some  of  the  Fed's  flexibil- 
ity by  forcing  it  to  expand  the 
money  supply  only  at  a  fixed 
annual  rate  approximating  the 
long-run  growth  of  the  econo- 
my. The  Fed's  new  critics, 
however,  go  further.  They 
think  the  government  should 
be  out  of  the  money  business 
altogether.  They  argue  that 
money  could  and  should  be 
provided  competitively  by  the 
private  sector — just  like  baked 
beans,  business  magazines  or 

Courtesy  of  the  Must-urn  of  [he  American  Numismatic  Assi  ciation  I   Roy  I'cnncll  Ir  donation;  photo  b\  Mike  Burch 


There  have  been  several  historical  episodes  of  "free 
banking,"  with  banks  able  to  issue  currency  according 
to  their  own  estimation  of  the  state  of  their  gold  and 
other  reserves.  Above,  a  private  banknote  from  Scot- 
land, where  free  banking  apparently  worked  smoothly 
for  128  years.  U.S.  experience  in  the  19th  century  was 
more  controversial,  but  it  did  produce  some  hand- 
some paper.  Examples  are  on  the  following  pages. 
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Friedhch  A  Hayek  Milton  Friedman  David  Glasner 

The  idea  of  ending  governments'  money  monopolies  only  sounds  bizarre. 


Laurence  H.  White 


any  other  goods. 

WlMt-  Money  is  money,  isn't  it?  Hon  can  yon  bare  different 
kinds  of  money  in  the  same  economy? 

The  idea  of  Citibank  and  Chase  Manhattan  issuing  their 
own  money  may  indeed  seem  mind-boggling.  What  would 
their  currencies  be  called — Wristons  and  Rockefellers?  But 
the  truth  is  that  there  have  been  several  episodes  of  pri- 
vate, competing  monies  in  world  economic  history,  in- 
cluding in  the  U.S.  Recent  research  is  suggesting  they 
worked  much  better  than  had  been  thought. 

Meanwhile,  financial  deregulation  at  home  and  floating 
exchange  rates  abroad  are  creating  an  environment  in 
which  elements  of  a  competitive  system  are  already 
emerging — without  the  permission  of  professors  or  politi- 
cians. In  his  forthcoming  book,  Free  Banking  and  Monetary 


Reform,  former  Manhattan  Institute  economist  Dale 
Glasner  calls  this  phenomenon  "the  competitive  bre* 
through"  that  might  eventually  lead  to  the  complete  ti 
vatization  of  money. 

Government  money  monopolies  were  effectively  i# 
versal  by  the  early  20th  century.  Even  free  market  ec»| 
mists,  with  few  exceptions,  took  them  for  granted,  jt: 
these  monopolies  became  much  easier  to  question  ae 
Fnedrich  A.  Hayek,  who  received  the  Nobel  Prize  at 
Economics  in  1974,  published  his  Denationalisation^ 
Money  in  1976  and  expanded  upon  it  in  1978. 

Hayek  announced  that,  on  reflection,  he  no  lord 
thought  government  money  monopolies  were  either  ri- 
essary  or  desirable,  given  their  record  of  inflation.  InstA 
private  institutions  such  as  banks  should  be  allowectti 
issue  their  own  monies,  denominated  as  they  wished.  | 
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The  quest  for  stability 

The  dollar's  purchasing  power  has  fluctuated  more  widely  since  the 
Federal  Reserve  System  was  set  up  in  1913,  and  in  recent  years  only  in 
one  direction — down.  The  real  price  of  gold,  while  not  absolutely 
stable  and  repressed  by  official  controls  for  almost  40  years,  was  the 
same  in  the  early  1970s  as  it  had  been  a  century  earlier.  Subsequent 
oscillations  are  sometimes  attributed  to  gold's  demonetization,  com- 
plete by  1973,  which  disturbed  demand  patterns. 


Federal  Reserve  Act 
of  1913  is  signed 


I«~i 


HO 


•90 


1900 


10 


'20 


Year  to  year  percentage  change  in  purchasing  power  of  the 
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Conventional  wisdom  had  assumed  that  a  profit-seeking 
ank  would  immediately  print  too  much  money.  But 
layek  pointed  out  that  this  course  would  be  self-defeat- 
lg.  If  a  bank  overissued  its  currency,  causing  it  to  depreci- 
te,  people  wouldn't  want  to  accept  or  hold  it,  preferring 
lat  of  more  conservative  banks.  The  offending  bank's 
urrency  would  go  to  a  discount  and,  in  short  order,  the 
ank  would  have  to  curb  its  enthusiasm.  Competition, 
layek  said,  would  do  a  better  job  of  compelling  private 
istitutions  to  maintain  their  money's  value  than  politics 
ad  with  public  institutions  like  the  Fed. 

Maybe — but  let's  be  practical.  How  would  I  buy  my  groceries? 
'Appose  the  prices  were  marked  in  Rockefellers  and  all  I  had 
>ere  Wristons?  Suppose  I'm  a  New  Yorker  in  San  Francisco?  San 
ranciscans  might  prefer  BankAmericas.  What  good  would  my 
'fristons  be?  How  could  a  merchant  function  if  his  customers 
■ept  coming  in  with  different  kinds  of  currencies?  How  could  a 
usinessman  keep  his  books? 

.  The  answer  to  these  interesting  questions  depends  part- 
a  on  which  of  the  several  different  proposals  for  privatiz- 
lg  money  is  under  discussion.  Hayek's  version  is  particu- 
larly radical.  In  most  historical  episodes  of  private  money, 
lanks  issued  their  own  notes  but  denominated  them  in  the 
lational  unit  of  account — the  dollar,  the  pound.  These 
otes  usually  exchanged  at  par  and  would  be  discounted 
nly  as  a  last  resort  in  specific  circumstances,  such  as 
verissue. 

But  more  generally  it  is  clear  from  the  response  of 
|ierchants  in  border  zones  like  Tijuana  or  Toronto,  and 
irom  inflation-racked  countries  like  Israel  or  Argentina 
;bat  are  evolving  a  de  facto  U.S.  dollar  standard,  the  costs 
f  handling  parallel  currencies  can  easily  be  exceeded  by 
he  benefits.  Computers  and  hand-held  calculators  reduce 


the  confusion,  just  as  they  have  helped  business  to  handle 
international  floating  exchange  rates. 

The  fact  is  that  free  markets  don't  produce  chaos.  Effi- 
ciency will  probably  dictate  that  just  a  few  kinds  of  mon- 
ies, perhaps  only  one,  will  become  universally  accepted — 
exactly  as  the  international  computer  industry  has  sponta- 
neously evolved  standard  operating  systems. 

Tlo  understand  Hayek's  proposal  and  the  whole  compet- 
ing currencies  concept,  you  have  to  think  about  the 
nature  of  money.  Most  laymen,  and  some  economists, 
assume  that  money  is  a  collective  convenience  requiring 
government  to  organize,  like  national  defense.  But  the 
historical  evidence  seems  to  be  that  in  reality  money 
developed  all  by  itself.  Merchants  just  agreed  upon  com- 
mon stores  of  value  and  mediums  of  exchange  because 
they  found  using  them  more  efficient  than  barter — an 
example  of  what  Hayek  calls  "spontaneous  order." 

Coins  are  traditionally  supposed  to  have  been  invented 
in  the  7th  century  B.C.  by  the  Lydians,  whose  King  Croesus 
became  a  legend  for  his  wealth.  But  significantly,  David 
Glasner  reports,  the  earliest  surviving  coins  appear  to  have 
been  privately  issued.  The  Lydian  royal  minting  monopoly 
was  only  later  imposed — by  another  king  for  whom  the 
Greeks  invented  the  word  "tyrant." 

Recent  observations  have  tended  to  confirm  the  private 
origins  of  money.  In  one  famous  case,  cigarettes  spontane- 
ously evolved  as  the  medium  of  exchange  in  a  World  War  II 
prisoner  of  war  camp.  In 
much     of    Europe     after 
WWII,  U.S.  nylon  stock-  »'  $4  n 

ings  were  a  kind  of  sexual 
currency. 
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'  Between  $35  and  $42.22  from  1934  to  1973. 
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Source:  Institute  for  Econometric  Research 
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Whether  or  not  governments  were  needed  in  the  mon- 
ey business,  however,  they  undeniably  found  getting  into 
it  an  irresistible  source  of  revenue  and  power,  particular- 
ly in  time  of  war  or  national  emergency.  Minting  coins 
was  easy  and  profitable.  Most  convenient  of  all  for  a 
spendthrift  king,  the  coins  could  be  debased — reissued 
with  the  same  face  value  but  a  lesser  amount  of  precious 
metal — or  actually  clipped  of  some  of  their  gold  and 
recirculated.  Later,  when  money  developed  into  a  claim 
on  some  other  asset  rather  than  being  intrinsically  valu- 
able in  itself,  governments  discovered  that  they  could 
simply  overissue  it. 

Of  course,  all  this  would  eventually  result  in  too  much 
money  chasing  too  few  goods  and  rising  prices — a  process 
still  going  on  merrily  today.  But  that's  in  the  long  run.  And 
in  the  meantime,  monkeying  about  with  money  produced 
interesting  spasms  in  the  economy  that  could  be  very 
useful  politically — for  example,  to  influence  elections. 

Market  forces  can  be  dammed  but  not  destroyed.  By  the 
Middle  Ages,  even  governments  that  monopolized  money 
found  themselves  confronted  with  a  burgeoning  banking 
industry  that  was  being  summoned  into  existence  by  the 
growth  of  trade. 

Banks  not  only  accepted  deposits  of  money  from  cus- 
tomers, on  which  they  paid  interest,  but  also  made  loans 
to  other  customers,  on  which  they  charged  interest.  A  loan 
was  made  by  a  bookkeeping  entry  that  created  a  deposit 
upon  which  this  new  debtor  could  draw.  These  new  banks 
were  able  to  incur  multiple  liabilities  against  the  same 
hard  cash,  because  bank  IOUs  were  exchanged  among  the 
public  in  settlement  of  their  own  affairs  and  rarely  present- 
ed for  payment.  In  effect,  the  banks  were  creating  money. 


i 
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Governments   tolerated   this  development   largely  be- 
cause they  needed  to  borrow  money  themselves,  badly.  For 
example,  the  Bank  of  England,  the  ancestor  of  all  central 
banks,  was  first  granted  its  charter  in   1694  because  it 
promised  to  buy  William  Ill's  government  bunds  and  fi- 
tvhen  Parliament  would  not.  Similarly  in 
S.,  the  1  863  National  Bank  Act  compelled  qualifying 
i  spet  it  ied  amounts  of  federal  debt,  helping  to 

.i!  War. 
;ovemment's  monopoly  over  the  issuance  of 
il         [y   indirect  control  over  the  entire 


money  supply.  In  recent  years  in  the  U.S.  this  control  h 
been  exerted  by  a  straitjacket  of  banking  regulation,  mu 
of  it  dating  from  the  New  Deal  and  subsequently  rott 
away  by  inflation,  and  by  the  Fed's  ability  to  alter  t 
reserves  that  banks  are  required  to  maintain  with  it,  th 
affecting  the  size  of  the  base  upon  which  they  can  bu: 
their  pyramids  of  credit. 

But  now  "financial  innovation"  is  producing  a  prolife; 
tion  of  irritatingly  hard-to-categorize  "near  monies" — 1 
example,  traveler's  checks,  some  of  whose  issuers  i 
bound  not  by  reserve  regulations  but  only  by  their  o\ 
self-interested  prudence.  Thus,  in  a  sense,  American  I 
press  is  already  issuing  its  own  private  money,  althou 
denominated  in  and  convertible  into  Fed-produced  doll 

Hayek's  proposal  is  particularly  radical  because  it  coi 
bines  a  number  of  distinct  ideas  that  are  already  qu J 
radical  enough: 

•  "Free  banking" — banks  ought  to  be  able  to  issue  cil 
rency  and  create  deposits  (conceptually  the  same  thirij 
choose  their  own  reserve  ratios  and  generally  operq 
entirely  without  regulation. 

•  Different  denominations — privately  issued  currenci] 


need  not  be  all  denominated  in  the  same  unit:  Citiban 
Wnstons  and  Chase  Manhattan's  Rockefellers  would 
traded  against  each  other  in  a  currency  market  just  as  t 
different  national  currencies  are  today. 

•  Private  fiat  money — these  private  currencies  need  r 
necessarily  be  convertible  into  gold  or  any  underlyi 
commodity,  but  would  trade  entirely  on  the  word  of 
issuing  bank  that  it  would  not  debauch  its  money. 

Wouldn't  this  create  chaos?  Is  Hawk  serious? 

Idea  number  one,  free  banking,  is  very  serious.  N( 
York  University's  Lawrence  H.  White  has  recently  attra 
ed  much  attention  with  his  book  Free  Banking  in  Britait, 
documentation  and  formal  analysis  of  the  systen 
smooth  working  over  a  128-year  period  in  Scotland.  So 
tish  free  banking  was  suppressed  in  1844,  not  because 
didn't  work,  but  in  the  course  of  legislation  aimed 
difficulties  in  the  very  different  English  banking  syste: 

But  didn't  this  cause  chaos  in  the  l  '.S.?  Vi'lkit  about  the  u>i 
cat  haul 

That  bit  of  history  is  far  from  settled.  Free  banki 
briefly  flourished  under  state  charters  in  the  U.S.  frc 
1837  to  the  Civil  War.  "Wildcat  banks"  were  accused 
locating  out  in  the  frontier  forests,  with  the  wildcats, 
that  their  notes  could  not  easily  be  presented  for  reden 
tion.  But  recent  studies  suggest  that  these  problems  ha 
been  much  exaggerated.  And  most  of  them,  it  is  argu< 
were  caused  by  interfering  state  governments  and  ina( 
quate  enforcement  of  laws  against  fraud. 

In  both  Scotland  and  the  U.S.  the  private  money  tb 
issued  was  denominated  in  the  national  monetary  ui 
and  was  theoretically  interchangeable  and  redeema 
into  gold.  In  the  U.S.,  unlike  in  Scotland,  national  bran 
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oranges. 


To  Atlantic  Mutual 
!  idea  of  forcing  unrelated 
iustries,  like  computers 
d  food  processing,  to 
are  the  same  insurance 
licy  is  preposterous. 

Risk  types  and 
<  potentials  vary 
amatically  from 
iustry  to  indus- 
So  do  losses, 
id  so  should 
Bmiums. 

That's  why 
Atlantic  Mutual 
3  electronics  people 
i  into  one  group, 
e  food  processors  into  another.  The 
nters  here.  The  metalworkers  there, 
id  so  on. 

But  there's  a  lot  more  to  an 
antic  Mutual  insurance  policy  than 
it.  Because  we  analyze  the  individual 
mpanies  that  comprise  each  group, 
e  result?  A  custom  designed  policy 
ised  on  each  industry's  needs. 

A  gargantuan  task?  No.  Not  with 


the  technology  that  has  sparked  an 
envious  gleam  in  the  eye  of 
a  number  of  our  competi- 
tors. They  know  the  sheer 
depth  and  breadth  of  our 
information  systems  give  us 
an  uncommon  understand- 
ng  of  what  makes  a  client's 
business  tick. 

There's  another  ad- 
vantage to  being  insured 
by  Atlantic  Mutual. 
We're  a  mutual 
company.  And 
that  means  the 
potential  for  divi- 
dends. We've 
1  issued  dividends 


to  various  groups  every 
year  since  1855. 
Talk  to  your  agent  or 
roker  about  Atlantic  Mutual  and 
custom  designed  policies. 
We'll  help  you  make  the  most  of 
your  differences.  Atlantic  Mutual, 
45  Wall  Street,  New  York,  NY  10005. 
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What  insurance  is  supposed  to  be. 


banking  was  not  allowed,  so  notes  issued  by  unknown 
faraway  banks,  as  well  as  those  that  were  suspect  for  other 
reasons,  sometimes  traded  at  a  discount.  This  was  not, 
however,  an  impossible  inconvenience:  Bill  brokers  sprang 
up  to  act  as  middlemen.  It  would  be  even  less  of  a  problem 
in  these  days  of  instant  communications — and,  above  all, 
if  nationwide  branch  banking  were  allowed. 

Still,  the  wildcat  banks  left  their  clawmarks  on  the  U.S. 
economics  profession.  Many  economists  concluded  that 
private  banks  had  a  theoretical  incentive  to  behave  badly: 
They  would  produce  money  until  its  value  had  been  driven 
down  to  its  cost  of  production,  which  is  essentially  zero. 
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This  would  cause  a  price  explosion — severe  inflation. 

David  Glasner,  however,  rebuts  this  argument  by  point- 
ing out  that  a  bank  can  make  profits  only  to  the  extent  that 
the  public  will  hold  its  money.  Otherwise  it  will  be  driven 
into  insolvency  by  adverse  clearings  with  its  competitors 
as  the  public  converts  out  of  its  money  and  into  their 
money.  If  people  trust  Wristons  more  than  Rockefellers, 
Chase  would  have  to  either  mend  its  ways  or  be  driven  out 
of  business,  and  vice  versa.  Thus,  for  a  bank  like  Chase 
Manhattan,  the  key  question  would  be  not  the  cost  of 
physically  creating  Rockefellers  but  of  keeping  them  in 
circulation.  Chase's  "cost  of  production"  would  be  the 
resources  it  expended  in  maintaining  sufficient  balances  of 
whatever  was  necessary  in  order  to  convince  its  customers 
that  their  Rockefellers  could  be  redeemed  whenever  they 
wanted. 

But  docs) 1 1  bad  money  drive  out  good? 

Everyone  has  heard  of  Gresham's  law,  but  practically  no 
one  understands  it.  Queen  Elizabeth  I's  financial  adviser 
was  talking  about  a  situation  where  two  monies  exchange 
at  a  rate  fixed  by  law — for  example,  if  both  are  legal  tender 
and  must  be  accepted  in  discharge  of  debt.  Under  these 
circumstances,  people  will  try  to  pass  on  the  "bad"  mon- 
ey— the  money  whose  value  is  suspect,  either  because  of 
debasement  or  overissue — and  hoard  the  money  that's 
"good."  But  if  the  rate  of  exchange  between  the  monies  is 
free  to  fluctuate,  it  is  the  debauched  currency  that  will 
depreciate  and  be  driven  out. 

Well,  who  would  be  tin.'  lender  of  last  resort — as  t/x?  Fed  can 
be  after  disasters  sad)  as  Oct  79  List  year  or  tfx?  1970  Perm 
Central  bankruptcy 

Nobody.  A  tree  banking  system,  its  advocates  insist, 
pointing  to  Scotland,  is  not  inherently  unstable.  The  cele- 
brated 1 9th-century  banking  "panics"  were  relatively  brief 
and  self-correcting  compared  with  the  Great  Depression, 
with  the  sound  banks  lending  reserves  to  rescue  unsound 
ones  out  of  their  own  interest  in  preventing  general  col- 
lapse, as  LP.  Morgan  did  in  the  panic  of  1907.  In  Scotland, 
buiks  competed  for  the  customers  of  failed  banks  by 
tin>;  their  notes  at  par. 

private  money  proponents  think  the  Fed's  activi- 

:  Dt  last  resort,  and  the  New  Deal's  deposit 

•grams,  have  actually  made  the  U.S.  banking 


system's  problems  worse.  They  have  encouraged  banke 
to  take  risks,  knowing  that  the  feds  would  bail  them  on 
and  thus  in  effect  subsidized  imprudent  banking.  AS 
anyone  in  Texas. 

The  advocates  of  private  monies  are  still  arguing  amor 
themselves  about  other  aspects  of  the  scheme,  incluc 
Hayek's  idea  number  two  (different  denominations) 
idea  number  three  (private  fiat  money).   Lawrence  rl 
White,  for  example,  thinks  that,  as  in  Scotland,  all  moni<[ 
should  be  denominated  in  the  same  unit,  albeit  visuall| 
distinguishable  so  that  they  could  trade  at  a  discount 
necessary.  And  he  predicts  that  the  emerging  successf 
money  would  probably  turn  out  to  be  one  offering  conver| 
ibility  into  gold  or  silver. 

But  these  disputes  are  not  conducted  with  the  usu 
academic  acerbity.  This  is  because  all  private-money  advt| 
cates  agree  that  such  questions  can  really  be  settled  on 
by  allowing  competition  to  begin.  Then  the  free  market,  I 
employ  a  key  Hayekian  concept,  will  search  out  the  be:j 
solution. 

Tlhe  privatization  of  money  has  important  macroecJ 
nomic  implications.  It  offers,  according  to  its  advt| 
cates,  a  way  out  of  the  current  grand  impasse  of  moneta 
policy. 

For  most  of  its  existence,  the  Fed  has  focused  on  intereJ 
rates,  the  price  of  credit,  assuming  that  the  amount  I 
money  it  was  supplying  to  the  economy  was  less  impo| 
tant.  But  interest  rates  are  affected  by  many  factors,  ar 
the  Fed  often  ended  up  supplying  so  much  money  that  I 
resulting  inflation  could  not  be  ignored. 

But  by  the  time  the  Fed  finally  admitted  to  the  impol 
tance  of  the  money  supply,  in  the  early  1980s,  it  turned  oif 
that  the  demand  for  money — its  "velocity  of  circulJ 
tion" — was  jumping  about  unpredictably,  too.  Thu| 
judged  by  the  usual  measures,  the  Fed  supplied  massrv 
quantities  of  money  to  the  economy  after  1982.  But,  cotj 
trary  to  what  Friedman  and  like-minded  monetarists  pnj 
dieted,  it  did  not  boil  off  into  inflation.  The  velocitf 
simply  slowed. 
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So  now  the  Fed  appears  to  be  flying  blind,  followin 
neither  a  price  rule  nor  a  quantity  rule,  responding  to  a 
hoc  considerations  such  as  the  beliefs  of  the  Fed  chairma 
or  whatever  exchange  rate  influential  politicians  happe 
to  feel  would  be  convenient  for  the  dollar. 

Monetary  policy  would  not  be  a  problem  if  banks  issue 
their  own  monies;  it  would  cease  to  exist.  Banks  woul 
automatically  extend  credit  to  the  extent  that  they  an 
their  customers  agree  it  is  economically  productive, 
business  conditions  deteriorated,  loans  would  be  liquida 
ed,  liabilities  written  down  to  match,  and  the  bank 
balance  sheets  would  shrink.  Thus'  the  quantity  of  mone 
demanded  by  the  economy  would  be  automatically  suj 
plied  by  the  market,  just  as  it  now  supplies  the  appropriat 
number  of  automobiles.  (Imagine  the  mess  if  an  outfit  lik 
the  Fed  were  to  control  auto  production,  based  on  its  be; 
guesses  of  what  demand  ought  to  be.) 
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People  in  widely  divergent  businesses  agree  on  one  method  of  transportation: 
the  Beechcraft  King  Air.  The  industry's  quality  leader. 

Comfortable,  reliable,  able  to  accommodate  up  to  10,  the  King  Air  is  more 
efficient  to  buy  and  fly  than  any  jet.  That's  one  reason  it's  preferred  more  than  two 
to  one  over  any  other  single  line  of  corporate  airplanes-turboprop  or  jet. 

King  Air.  Your  office  in  the  air,  with  ample  room  to  meet,  plan,  discuss  and 
rehearse.  You  can  even  keep  in  touch  with  the  office  on  the  optional  airborne 
telephone.  All  without  the  hassles  of  airline  schedules  and  crowded  hubs. 

And  when  the  day's  work  is  done,  you  can  stretch  out  in  a  seat  covered  in  fine 
fabrics  or  leathers,  adjust  your  personal  reading  light,  turn  on  the  stereo-and  start 
to  get  in  shape  for  tomorrow's  challenges. 

The  Beechcraft  King  Air.  Call  1-800-835-7767,  Ext.  7075  today  and  learn  more 
about  how  it's  gotten  3,100  different  companies  off  the  ground. 
Beechcraft.  Where  new  ideas  take  flight. 


cRfeechcraft 

A  Raytheon  Company 


Occasionally,  of  course,  banks  and  customers  would 
make  mistakes.  But  this  should  be  no  more  disruptive 
than  a  mistake  in  any  other  business.  Auto  factories  do 
overproduce.  So  do  builders  of  office  buildings.  But  the 
economy  adjusts. 

A  much-loved  answer  to  the  mystery  of  monetary  policy 
is  to  link  the  dollar  in  some  way  to  gold.  But  gold  standard 
advocates  have  always  had  a  problem  with  gold's  moderate 
but  real  fluctuations  in  price  (see  chart,  pp.  244-45),  which 
would  inflict  involuntary  deflations  and  inflations  upon 
the  economy.  Competing  currencies  would  tend  to  solve 
this  problem.  Joe  Cobb,  senior  economist  for  the  U.S. 
Congress'  Joint  Economic  Committee,  believes  that  a  pri- 
vate money  convertible  into  gold  would  eventually  be- 
come dominant.  "But  with  free  banking,  other  types  of 
money  would  come  in  at  the  margin  if  there  were  too  little 
or  too  much  gold-backed  money,"  Cobb  says.  Silver- 
backed,  maybe,  or  oil-backed.  These  monies  would  either 
supplement  the  gold-backed  currency  (if  the  gold  price  had 
risen,  causing  deflation)  or  displace  it  (if  the  gold  price  had 
fallen,  causing  inflation). 

Recently,  the  young  economists  in  the  private-money 
subculture  have  been  electrified  by  hints  that  the  leader  of 
the  monetarist  school,  Milton  Friedman  himself,  is  being 
converted.  In  1986  Friedman  coauthored  a  paper  signifi- 
cantly softening  his  view  that  governments  necessarily 
have  a  role  in  money.  Even  more  significantly,  he  has 
abandoned  his  long-held  position  that  the  Fed  should  aim 
for  a  fixed  rate  of  growth  in  the  monetary  aggregates.  Now 
he  argues  that  the  monetary  base — Fed  deposits  plus  cur- 
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rency — should  be  frozen  and  complete  free  banking  be 
allowed  to  pyramid  upon  this  reserve  base. 

This  looks  like  a  revised  monetary  rule,  but  in  fact  it 
isn't.  Under  Friedman's  new  proposal  the  tree  market, 
rather  than  the  Fed,  would  dictate  the  size  ol  the  money 
supply — based  on  the  banks'  feel  for  the  legitimate  de- 
mand for  money. 

Friedman  stoutly  denies  that  his  new  proposal  has  any- 
thing to  do  with  the  volatile  velocities  of  the  1980s,  which 
he  blames  on  Fed  policy.  Instead,  he  says  he  is  now 
convinced  that  central  bankers  will  never  accept  moderate 
restraint,  so  he  proposes  to  eliminate  their  power.  1  lowev- 
er,  he  agrees  that  under  free  banking  the  troublesome  issue 
of  velocity  would  be  neatly  bypassed. 

The  proponents  of  private  money  take  Friedman's  shift  as 
confirmation  that  their  position  is  iust  the  logical  extension 
of  market  principles.  "Once  the  question  is  put,  there's  only 
one  answer,  "says  the  University  of  Sheffield's  Kevin  Dowd, 
whose  book  //•«  State  and  the  Monetary  System  is  being 
published  by  the  Vancouver-based  Fraser  Institute. 

ikon  Friedn  an  has  an  estimate  of  the  chances  of 

money  bei  ig  denationalized:  "Zero."  But  then,  he 

'  onornists  were  derided  for  arguing 

feasil  >>  floating  exchange  rates.  Then  sud- 

:1m   idea  b  reality.  So,  maybe  the  chances  are 

i  than  zero 


The  first  victory  of  the  competing  currency  school  | 
well  be  negative.  By  stressing  the  fundamental  fla\ 
central  banking,  they  may  help  derail  the  diametri] 
opposed  proposal:  to  develop  one  world  currency  cent 
managed  by  the  International  Monetary  Fund.  This  I 
was  the  subject  of  a  recent  cover  story  in  the  EconM 
magazine,  and  a  version  of  it  has  recently  been  advocl 
by  Harvard  economist  and  former  Carter  Administnl 
official  Richard  Cooper.  The  single-currency  proposal 
palls  the  private-money  people,  since  it  would  meal 
immensely  powerful  world  central  bank,  able  to  marl 
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late  its  money  without  the  minimal  discipline  exia 
now  because  investors  can  flee  into  other  currencies.! 
single-currency  proposal,  says  Lawrence  H.  White,  w| 
be  "suicide  after  prolonged  self-torture." 

It's  even  possible  that  competing  currencies  may 
into  existence  on  their  own.  Richard  W.  Rahn,  chief  e< 
mist  of  the  U.S.  Chamber  of  Commerce,  has  actil 
sketched  out  a  proposal  to  launch  a  private  currj 
convertible  into  commodities  or  government  currer 
under  prevailing  laws.  He  suggests  using  commodity) 
tures  markets  to  lower  operating  costs,  and  overseas] 
havens  to  avoid  the  tax  problems  preventing  wider 
the  1977  "gold  clause"  legislation  that  made  cont^ 
based  on  gold  legally  enforceable.  "Private  money  is 
just  an  abstract  idea,  but  an  idea  whose  time  has  coil 
Rahn  says.  "It's  technologically  and  legally  feasible.'. 

Meanwhile,  a  small  network  of  economists  attracte 
competing  currencies  is  quietly  establishing  itself, 
and  articles  are  being  published,  sympathizers  loc 
(including  outposts  in  Britain,  France  and  Germany)| 
eminent  authorities  intrigued.  "It's  an  intellectually  [ 
respectable  idea,"  says  Sir  Alan  Walters  of  Johns  Hop| 
University,  a  leading  monetarist  and  formerly  econc 
adviser  to  Prime  Minister  Margaret  Thatcher.  "I  thinl 
banking  could  work  quite  well." 

Hut  seriously  Can  a  handful  of  thinkers  clxrnge  the  wo\ 
Strange  things  happen  in  the  idea  business.  When . 
Smith  (who  did  not  regard  money  as  necessarily  a  go\ 
ment  function)  wrote  The  Wealth  of  Nations  in  \71t 
commented  that  to  expect  free  trade  to  be  establish* 
Britain  was  "as  absurd  as  to  expect  that  an  Ocear 
Utopia  should  be  established  in  it."  But  his  ideas  prev;| 
in  spite  of  the  odds  against  them,  and  some  90  years 
not  one  British  tariff  was  left.  ■ 
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Staying  Power 


Consistent  performance.  Year  after  year.  Since 
1868,  clients  have  chosen  us  because  they  know 
•we  provide  the  consistency  they  seek. 

This  consistency  this  staying  power,  has 
placed  us  among  the  top  50  financial  institutions 
in  America  with  over  $22  billion  of  assets  under 
management.  More  than  $34  billion  of  life  insur- 
ance in  force. 

Offering  Personal  Financial  Services, 
Employee  Benefits,  and  Asset  Management. 
Providing  wealth  accumulation,  retirement 
planning,  flexible  benefits,  cost  containment 
programs,  pension  fund  management,  and 
institutional  investments. 

If  consistent  performance  is  your  goal,  if  a 
solid  growth  pattern  is  what  you  are  after,  then 
demand  staying  power.  The  Power  of  the  Pacific. 

Pacific  Mutual 
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1  800  544-3600 
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Profiles 


Donald  Kelly  once  built  food  and  consum- 
er products  companies.  Now  he's  getting 
very  rich  by  ripping  them  up,  and  becom- 
ing the  talk  of  the  town. 

Chicago's 

unabashed 

centimillionaire 


By  Sally  Saville  Hodge 

Beatrice  Co.  Chairman  Don  4 
Kelly  is  an  old-line  busin*. 
man  who  learned  to  play  sec 
of  Wall  Street's  most  lucrative  gai* 
and   became    an   expert's   expert  a 
them.  Once  an  accountant  and  ci^ 
puter  expert  for  Swift  &  Co.,  Chicsil 
an  Kelly  has  in  the  last  four  y«i 
turned  himself  from  a  well-paid  x 
hardly    wealthy    executive    intcfi 
much-discussed  centimillionaire.  ] 
But  why  is  anyone  talking?  A^l 
all,  it's  been  two  years  since  the  m«' 
ster  Beatrice  deal.  No  matter,  Dor.j 
Kelly  has  become  the  stuff  of  coil 
rate  fantasy  and  business  legend;  « 
on  the  street  one  year,  worth  $  I 
million  the  next.  The  story  has  * 
come  intriguingly  familiar.  In  14 
Kelly  was  making  $900,000  a  yeal 
chief  executive  officer  of  food    i 
consumer  product  conglomerate  * 


Beatrice  Co  CbatnnanLX  lly 

"I  still  get  more  nervous  about  a  6-Joot  putt  than  a  billion  dollar  deal." 
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©  1988  Riken  America,  Inc. 


Only  one  tire 
can  make  this  statement. 


Before  you  buy  another  set  of  tires, 
;onsiderthis:  Riken's  new  Classic  STX-70 
Radialsare  so  long-wearing, 
they  are  backed  by  the 
strongest  wa rra nty  from  a ny 
tire  manufacturer. 

Equipped  with  two  full- 
width  steel  tread  belts, 
protected  by  two  nylon  tread 
cap  plies,  Riken  Classic 
31*70  STX-70  Radials  feature  an 
jll-season  tread  design  engineered  for 
superior  traction  and  handling.  Available 

'ro-rata  adjustment  coverage  beyond  free  replacement  wear  levels 


for  all  types  of  passenger  cars,  import 
or  domestic."H" speed  rated  and  320- 
300/A/A-UTQG  rated. 

In  short,  Riken  Classic  STX-70 
Radials  have  it  all:  state-of-the-art  design 
and  construction  to  deliver  maximum 
radial  tire  driving  performance. 

If  you're  ready  for 
the  strongest  warranty 
any  tire  manufacturer 
offers,  you're  ready  for 
Riken.  So  visit  a  Riken 
dealer  today. 


ARE  YOU  READY  FOR  RIKEN. 


For  more  information  or  the  dealer  nearest  you,  call  toll-free  1-800-635-7500. 
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PredericK  Rentscbler,  president  of  Beatrice's  limn  Wesson  Foods  Uiiision 

"Don  said  he  must  do  what  is  necessary  to  protect  investor  interests." 


mark  Inc.,  which  was  bought  out  trom 
under  him  by  Beatrice  Foods.  In  1986 
Kelly,  64,  raised  $6.2  billion  to  buy 
and  then  dismember  Beatrice  in  the 
biggest  leveraged  buyout  ever.  The 
dust  has  yet  to  settle.  But  already  the 
Beatrice  breakup  has  created  one  new 
public  company,  named  E-II  (since  ac- 
quired by  American  Brands!,  a  dozen 
or  so  other  divestitures  Internation- 
al Playtex,  Tropicana  and  Avis — and 
some  of  the  quickest  and  richest  prof- 
its ot  any  corporate  raid  1  he  profit  to 
Beatrice's  buyout  partners  and  inves- 
tors is  estimated  at  ovei  $3  billion. 
Kelly's  personal  take:  probably  in  ex- 
cess of  $100  million. 

Backed  by  those  impresarios  ot  the 
leveraged    buyout,    Kohlberg    Kravis 
Roberta  &  Co.,  Kelly's  deals  have  be- 
come frequent  and  complex  enough 
ked  in  Roman  numerals,  like 
-k      ,  Super  Bowls;   his  next   big 
will  be  called  E  III,  whether  it 


beais  some  other  official  name  or  not. 

Such  sports  designations  are  appro- 
priate. A  high  school  linebacker  at 
Chicago's  Calumet  High  School,  Kel- 
ly, at  66,  remains  a  rabid  Notre  Dame 
football  tan  and  close  personal  friend 
ot  Fighting  Irish  basketball  coach  Dig- 
ger Phelps.  A  man  who  likes  his  John- 
nie Walker  Black  as  well  as  his  Miche- 
lob,  the  gravelly-voiced,  ruddy- 
cheeked  Kelly  also  loves  golf.  "1  still 
get  more  nervous  about  a  6-foot  putt 
than  a  billion  dollar  deal,"  he  says. 

A  lover  of  corporate  comforts—  be- 
tween the  Esmark  sellout  and  the  Be- 
atrice buy-in  Kelly  was  heard  com- 
plaining to  a  friend  that  he  mightily 
missed  Ins  company  jet  he  nonethe- 
less lives,  with  his  wife,  in  Burr  Ridge. 
a  western  suburb,  20  miles  trom  the 
Loop  and  far  trom  the  usual  corporate 
enclaves  noith  of  the  city.  He  social- 
i.  es  with  boyhood  friends,  along  with 
the   city's   corporate   elite    such   as 


: 


•i 


Commonwealth  Edison  Chief  Ex 
tive  Officer  James  O'Connor. 

Kelly  is  also  known  for  a  hvely 
topical  sense  of  humor.  Donald  C 
outside  accountant  for  Swift  and  | 
Esmark,    still    proudly    displays 
"Mickey  Mouse  Accounting  AwsL 
The  plaque  includes  a  large  Mic 
Mouse  calculator,  which  Kelly 
ingly  awarded  to  Goss  after  the  ex 
tive    repeatedly   moaned   about 
"Mickey    Mouse"    accounting 
went  into  Kelly's  deals. 

That's  all  part  of  being  a  raider, 
Kelly  relishes  the  dealmaking.  It's 
challenge  of  doing  the  deals 
keeps  him  going,  he  says.  Late 
year,  for  example,  Kelly  used  onjl 
his  Roman  numeral  companies,  f! 
billion  (sales)  E-II,  in  a  bid  for  Ann 
can  Brands,  the  consumer  prodjfc 
company  seven  times  E-II's  M 
American  Brands  turned  the  table x 
him  and  bought  E-II  earlier  this  )a 
No  loss  though,  because,  as  usii 
Kelly  cried  all  the  way  to  the  bank& 
jokingly  refers  to  his  nonexistent 
tirement  estate  in  Ireland  as 
Golden  Parachute"  in  honor  of  th| 
million  he  got  when  Esmark  was 
He  also  realized  about  $12  millio: 
his  Esmark  stock.  The  sale  of  E-II 
good  for  a  gain  of  $59  million,  pi 
"special  distribution"  of  anothe: 
million.  He  collected  another  sp 
payment  of  $13  million  in  Janua: 
his  Beatrice  work.  His  final  Bea 
take  won't  be  known  until  the  co: 
ny  is  fully  liquidated  and  the  part 
divide  the  booty. 

Donald  Kelly  has  no  M.B.A.  Bo 
Chicago's  tough  South  Side,  he 
occasional  accounting  courses  a 
Paul  and  Loyola  universities 
learning  bookkeeping  at  an  insur 
firm  and  data  processing  at  a 
company.  He  joined  Swift  in  195 
run  its  fledgling  data  processing 
partment.  But  he  found  the  Swift 
reaucracy   slow   and  unimagina 
The  company,  for  instance,  coul 
make  money  from  its  Toronto  p 
ing  plant,  and  by  the  late  1960s 
conducted  five  separate  and  incon 
sive  studies  of  what  to  do.  "Not! 
was  done  except  compromising," 
Kelly.  "It  was  paralysis  of  analysij 

Say  this  much  for  Swift's  chief 
ccutive  officer,  Robert  Reneker: 
spotted  Kelly  and  gave  him 
chance.  Backed  by  Reneker,  Kelly 
ceeded  to  shut  about  300  Swift  fa!i 
ties,  the  Toronto  plant  among  tha 
and  began  to  diversify.  Kelly  soon* 
came  known  as  Reneker's  hatid 
man,  and  Reneker  darkly  joked  ti 
because  of  all  that  blood,  Kelly's  ofl 
had  a  black  slate  floor  instead  of  * 
usual  carpet. 
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If  art  is  the  highest  expression  of  the  imagina- 
tion, Hitachi  has  made  a  fine  art  of  technology.  Take 
our  VM-6000A  S-VHS  video  camera.  Its  picture  quality 
s  far  superior  to  conventional  VHS  cameras.  And  with 
ts  advanced  MOS  image  sensor,  you  can  be  sure  of 
yivid,  lifelike  reproduction. 

Then  there's  our  CT3175  Big  Screen  TV.  It  has 
jigital  2TV  so  you  can  watch  two  channels  at  once  — 
and  "surround  sound."  Furthermore,  its  31"  aspherical 
screen  provides  a  bright  and  crisp  picture  not 
normally  found  on  such  a  big  screen. 

These  products  embody  Hitachi's  longstanding 
:ommitment  to  meet  human  needs  through  tech- 
nology Whether  in  energy,  industry,  information  and 
:ommunications,  or  consumer  electronics,  Hitachi 
mproves  the  quality  of  life  every  day. 


0  HITACHI 


Simulated  TV  picture 


For  more  information,  please  contact  Hitachi  Sales  Corp.  of  America  401  West  Artesia  Blvd ,  Compton.  CA  90220  Phone:  (213)  537-8383 


ASl  The  Korea  Fund,  Inc. 


Investment  manager:    Scudder,  Stevens  &.  Clark,  Inc. 
Korean  adviser:  Daewoo  Research  Institute 

The  Korea  Fund  is  a  diversified  closed-end 
investment  company  whose  shares  are 
listed  on  the  New  York  Stock  Exchange.  The 
Funds  total  net  assets  were  over  $243  mil- 
lion as  of  April  28,  1988. 

For  a  copy  of  the  most  recent  annual  report, 
please  write: 

The  Korea  Fund,  Inc. 

c/o  Scudder,  Stevens  &.  Clark,  Inc.;  Dept.  C.B. 

345  Park  Avenue 

New  York,  NY  10 1 54-0004 


To  Whom 
It  May 

CONSERN 


College  education  costs  are 
increasing  at  twice  the  rate  of  inflation. 
In  the  past  seven  years,  financial  aid 

haS  dropped  6.1%.  (Source  The College Board) 

SOLUTION:  U.S.  CHAMBER  CONSERN 
LOANS  FOR  EDUCATION 

Secured  only  by  the  applicant's  good  credit.  Use  the  loans 
at  any  accredited  institution.  College.  Professional.  Even 
primary  and  secondary  schools.  It's  financing  that's 
affordable. 

ConSern  takes  care  of  everything.  Any  company  belonging 
to  the  U.S.  Chamber  of  Commerce  can  participate. 

For  Details,  Call  Toll-Free 
1-800-338-7196 
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Kelly  insists  he  got  no  joy  outoll 
plant  closings  and  mass  firings.! 
recalls  pushing  for  the  shutdowil 
the  St.  Paul  meatpacking  plail 
where  he  had  many  buddies  froml 
earlier  days  as  a  data  processor.  ^| 
making  his  recommendation,  he 
Reneker:  "And  now  I'm  going  oil 
get  drunk  because  all  these  p&| 
were  my  friends." 

"Don  said  from  the  beginning 
he  tries  not  to  fall  in  love  with 
asset,  because  he  must  do  wha 
necessary  to  protect  investor  irl 
ests,"  says  Frederick  Rentschler,  'i 
has     run     Beatrice's     Hunt-Wesi 
Foods  division  off  and  on  since  1S| 

Says  Kelly:  "Many  executives  i 
derstand  the  risk-reward  equati 
but  not  many  have  the  desire  to  il 
chances.  It  becomes  a  Band-Aid  hi 
a  Band-Aid  there,  and  eventuall  v 
tremendous  investment  in  sometial 

"Many  executives 
understand  the  risk-rewai 
equation,  but  not  many 
have  the  desire  to  take 
chances.  It  becomes  a 
Band-Aid  here,  a  Band-Ai  I 
there,  and  eventually,  an  i 
investment  that  doesn't 
serve  your  interests." 

that  doesn't  serve  your  interests.';! 

Kelly's    interests,    at    least,    v^ 
among  those  well  served.  When  Ski 
was  renamed  Esmark  in  1973,  he! 
came  Esmark's  president.  He  bec;« 
chief  executive  officer  in  1977,  ui 
Reneker's  retirement.  But  his  reaHjj 
was  chief  dealmaker.  Between  1 
and  Esmark's  1984  sale  to  Beatri 
bought  more  than  60  consumer-pi 
uct,  food  and  chemical  companies 
quisitions  that  included  Playtex,  J 
Corp.,  Jensen,  Jhirmack  and  Noi 
Simon,    with   its   Hunt-Wesson 
Max  Factor. 

But  with  Esmark's  debt  mount: 
Kelly  was  a  big  seller,  too.  He 
Esmark's    insurance    companies 
1977  and,  in  1980,  sold  off  the  trl 
capital-hungry  energy  companies  tj 
he  had  bought  as  part  of  Swift's  11 
real  diversification.  Fresh  meat  op'i 
tions,  Swift's  founding  business,  w 
spun  off  in  a  public  offering  in  IS 
Pretty  soon,  "doing  an  Esmark" 
came  a  pop  way  of  describing  lai: 
scale   and   successful   restructuriij 
thanks  to  a  Harvard  Business  Sch 
case  study  of  Kelly's  methods. 

Then  came  the  battles  that  wo 
tum  Don  Kelly  from  a  competent!* 
nancial  man  into  a  very  wealthy^ 
nancial   man.   In    1984   he   took 
James  Dutt,  the  tyrannical  and  err 
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ere's  a  razor  sharp  light  in  Roanoke,  Virginia . . . 


The  light  of  a  laser, 

that's  used  by  a  surgeon, 

to  save  people's  lives. 

It's  helping  make  miracles 

a  daily  occurrence, 

at  one  of  Virginia's  most  important  health  centers. 

Those  people  in  Roanoke 

whose  lives  may  depend  on  that  powerful  laser, 

almost  never  think  about  where  its  power  comes  from. 

Oh  they  know  their  power  company. 

But  they  may  not  know  their  company 

is  part  of  American  Electric  Power, 

an  important  family  of  power  companies 

serving  seven  million  people, 

in  3,000  communities, 

in  seven  states. 

They  don't  realize  that  as  part  of  AEP, 

their  power  company  shares  the  strongest  electrical 

transmission  system  in  the  world. 

And  that  the  AEP  family  of  companies  has 
a  rich  and  respected  heritage 
of  pioneering  in  the  research  and 
technology  that  will  keep  its  coal-based 
electrical  system  efficient  —  and  affordable  — 
well  into  the  next  century. 

They  probably  don't  know  that  AEP 
has  a  demonstrated  history  of  thoughtful, 
concerned,  and  progressive  management 
whose  primary  considerations  are  to  meet 
the  needs  of  its  customers  and  fulfill 
the  expectations  of  its  shareowners. 

Nor  do  they  recognize  AEP's  earnest  commitment 
to  competitively  market  its  resources 
and  aggressively  promote  economic  growth 
throughout  the  region  it  serves. 


What  they  do  know, 

and  what  they  care  about  most, 

is  that  surgery  is  now  faster  and  safer. 

And  today  there  is  hope 

where  there  once  was  despair. 

People  live  longer, 
and  miracles  happen, 

Because  there's  a  laser  in  Roanoke,  Virginia. 
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AMERICAN 

ELECTRIC 

POWER 


The  AEP  Companies 

Appalachian  Power  Company  •  Columbus  Southern  Power  Company  •  Indiana  Michigan  Power  Company 
i  Kentucky  Power  Company  •  Kingsport  Power  Company  •  Michigan  Power  Company  •  Ohio  Power  Company  •  Wheeling  Power  Company 


FREE  INFORMATION  FOR  READERS  OF  FORBI 

The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To  obi 
information,  see  the  adjoining  page. 
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1.  ATR 

2.  Air  France 

3.  Alexander  Proudfoot 

4.  Anheuser  Busch 
Operation  Alert 

5.  Audemars  Piguet 

6.  Bally  of  Switzerland 

7.  Blue  Cross  and  Blue 
Shield— HMO/USA 

8.  Campton  Place  Hotel 

9.  Canon  U.S.A.,  Inc. 
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Exchange 
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Revealing.  Often  outrageous.  The  Economist's  worldly 
perspective  on  politics,  business,  and  finance  provokes  its 
half-million  readers  in  the  U.S.   Week  after  week. 

The  Economist 

The  most  respected  news  weekly  in  the  world. 


10  Rockefeller  Plaza,  New  York.  212/541-5730 


head  of  Beatrice  Cos.  Inc.  Esmark  had 
acquired  a  small  stake  in  Beatrice, 
then  a  $9.3  billion  (revenue)  concern, 
or  nearly  four  times  Esmark's  size. 
Kelly  publicly  described  Beatrice  as  a 
likely  takeover  candidate.  That  an- 
gered Dutt;  Kelly,  instead  of  going 
after  Beatrice,  offered  $55  a  share  for  a 
defensive  leveraged  buyout  of  Es- 
mark. Dutt  topped  Kelly's  bid  with  a 
$60-a-share,  or  $2.7  billion,  bid.  Kelly 
bowed  out  and  "retired." 

But  he  got  even  two  years  later, 
when  his  team — of  Kohlberg  Kravis, 
and  longtime  associates  Roger  Briggs, 
now  retired,  Rentschler  and  Joel  Smi- 
low,  who  now  runs  Playtex  as  a  pri- 
vate company — waged  and  won  a  bat- 
tle for  Beatrice. 

Kelly  denies  that  revenge  was  a  mo- 
tive. By  the  time  he  returned,  Dutt 
had  been  fired  and  an  interim  Beatrice 
management  team  was  in  charge.  But 
Kelly  is  happy  to  relate  his  satisfac- 
tion in  rescuing  "a  company  that  had 
been  mistreated." 

Still  to  come:  E-III  and  the  disposi- 
tion of  the  remaining  Beatrice  assets. 
Insiders  expect  Hunt-Wesson  to  be 
sold  separately  for  as  much  as  $1  bil- 
lion. That  would  leave  Beatrice 
Cheese,  an  original  Beatrice  company, 
and,  ironically  enough,  Kelly's  origi- 
nal business,  Swift/Eckrich,  the  pro- 
cessed meat  company.  Insiders  are 
betting  Swift/Eckrich  will  be  spun  off 
to  the  public;  either  way,  the  partner- 
ship that  bought  Beatrice  stands  to 
net  well  over  $3  billion  for  about  two 
years  of  effort. 

Several  of  Kelly's  former  partners, 
however,  are  apparently  calling  it 
quits.  Briggs,  for  years  Beatrice's  chief 
financial  officer,  retired — nearly  $5 
million  richer.  Smilow,  who  has  been 
with  Kelly  since  the  early  Esmark 
days,  made  about  $6  million  on  the 
Beatrice  deal  and  now  wants  to  focus 
his  efforts  on  running  Playtex. 

What  next  for  Kelly?  Some  on  Wall 
Street  have  pegged  him  as  just  the 
right  raider  for  troubled  Pillsbury  Co. 
Its  branded  food  products — Green  Gi- 
ant and  Haagen-Dazs  among  them — 
have  their  attractions. 

Predictably,  Kelly  is  divul^in^ 
nothing.  "I've  always  )ust  played  the 
cards  as  they  came  along,"  he  says. 
"The  opportunities  always  arose. 
Money  and  success  make  absolutely 
no  difference." 

But  beneath  this  ostentatious  mod- 
esty, Kelly  makes  it  clear  that  he  is  up 
to  something  brash.  "1  will  do  what- 
ever I  think  is  fun,  whatever  drives 
me,"  he  promises.  I'm  not  going  to 
worry  about  what  people  think  about 
Kelly.  That's  one  risk-reward  I  dis- 
carded a  long  time  ago."  ■ 
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Banco  de  Ponce?  Bank  of  America  it's  nc\ 
but  the  historical  parallel  is  interesting. 


A  banco  for 
the  big  mango 


By  Penelope  Wang 


TIhe  television  commercial  opens 
with  a  young  blonde  woman 
named  Diana  discussing  how  she'd 
always  wanted  to  run  her  own  fashion 
boutique  but  had  never  been  able  to 
raise  the  necessary  bank  financing— 


Alberto  Paraccbtni,  Banco  de  Ponce  chairman  and  chief  executive  officer 

Capitalizing  on  the  fast-growing  Hispanic  market. 
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Levi  Strauss  put 
money  in  his  pockets 
by  putting  his  money 
back  into  his  pants. 


When  Levi  Strauss  came  to  San  Fran- 
cisco in  1850  carrying  rolls  of  tentclolh, 
an  aging  prospector  advised  him, 
"Should  have  brought  pants.  Pants  don't 
wear  worth  a  hoot  up  in  the  diggin's." 

So  Levi  started  making  pants. 
Nothing  but  pants.  And  in  time,  his 
name  became  so  synonymous  with 
those  pants  that  the  word  "Levi's"  is 
now  listed  in  the  dictionary. 

His  logic  was  irrefutable.  He  was  in 
the  pants  business,  so  he  always  put  his 
money  back  into  making  better  pants, 
and  more  of  them.  Clearly,  he  believed 
money  invested  away  from  his  core 
business  was  money  wasted. 

At  Ryder  System,  that  logic  seems 
even  more  valid  in  these  times. 

Today  a  core  business  can  grow  fast- 
er with  leaner,  more  focused  assets. 
Capital  and  manpower  tied  up  in  sup- 
port services  can  work  harder  for  you 
reinvested  in  your  core  business. 

Ryder  System  can  help  you  make 
that  happen.  Because  we've  made  the 
investment  in  support  services  for  you. 

We've  grown  to  become  a  $6  bil- 
lion leader  in  highway  transportation 
services,  aviation  services,  and  insur- 
ance management  services.  All  by 
helping  other  companies  concentrate 
on  what  they  do  best. 

For  example,  for  one  automaker  we 
transport  parts  to  manufacturing  plants 
so  dependably  that  they  were  able  to 
reduce  inventories  from  14  days  supply 
down  to  2. 

To  find  out  just  how  we  can  help 
you,  write  M.  Anthony  Burns,  our 
Chairman,  at  Ryder  System,  3600  NW 
82nd  Avenue,  Miami,  Florida  33166. 

RYDER  SYSTEM 

Helping  you  do  better 
what  you  do  best. 


©  1 988  Kyiltrr  System.  Im. 


city's  multinational  giants  like  Chase 
and  Citicorp  busy  themselves  with 
global  lending  strategies,  Banco  de- 
Ponce  (assets  of  its  holding  com] 
$3  billion)  has  slipped  in  under  their 
radar  and  begun  aggressive]  ■ 
ing  banking  and  financial  servicer:  to 
New  York's  growing  Larm  business 
community. 

Under  Alberto  Paracchini,  chair- 
man of  BanPonce  (the  bank  holding 
company),  Banco  de  Ponce  stepped  up 
its  expansion  in  New  York.  Two  years 
ago  the  bank  purchased  two  strug- 
gling branches  in  Brooklyn  from  East 
New  York  Savings  Bank.  That  deal 
brought  it  $100  million  in  deposits,  as 
well  as  added  to  its  12  other  branches 
in  Spanish-speaking  neighborhoods, 
boosting  its  New  York  assets  to  $500 
million.  Today  Banco  de  Ponce  is  the 
leading  Hispanic  bank  in  New  York, 
with  a  yearly  compounded  asset- 
growth  rate  of  23%.  It  now  claims 
that  it  has  half  of  the  city's  Hispanic 
market.  Paracchini's  goal  is  $1  billion 
in  New  York  assets  by  1993.  It  could 
happen  sooner,  as  the  bank  is  eyeing 
acquisitions  in  New  Jersey  (where 
there  are  500,000  Hispanics  and  no 
Hispanic  bank). 

Recognizing  the  fast  growth  of  the 
Spanish-speaking  population,  sharp 
marketers  like  McDonald's  and  Hall- 
mark Cards  have  instituted  Spanish- 
language  marketing  operations.  But 
nowhere  is  this  potential  stronger 
than  in  banking.  Passbook  and  time- 
deposit  accounts  are  more  profitable 
to  banks  than  checking  accounts.  Tra- 
ditionally Hispanics  hold  a  large  per- 
centage of  their  deposits  in  such  ac- 
counts. Yet  recently  they  have  come 
to  demand  other  services.  So,  Banco 
de  Ponce  plans  to  introduce  credit 
cards  and  automated  teller  machines. 

The  bank  clearly  counts  on  its  iden- 
tity as  a  Latin  institution  to  attract 
business.  "If  a  customer  has  just  ar- 
rived from  South  America  and  sees  an 
English-named  bank,  he  won't  go  in," 
says  Carlos  Correa,  senior  vice  presi- 
dent in  charge  of  New  York  opera- 
tions. "But  when  he  sees  the  name 
Banco  de  Ponce,  he  knows  it's  Hispan- 
ic and  walks  in  the  door." 

Maybe,  but  that's  the  older  genera- 
tion. The  U.S. -born  people  of  Latin 
descent  are  less  easily  manipulated  by 
cultural  symbols.  Thus  Banco  de  Pon- 
ce has  launched  a  $600,000  advertis- 
ing campaign— in  both  English  and 
Spanish— touting  the  bank's  benefits 
to  upwardly  mobile  Latins.  Created 
by  Conill  Advertising  Inc.,  an  affiliate 
of  London-based  Sa  itchi  &  Saatehi. 
the  ads  feature  English-speaking  ac- 
tors with  a  somewhat  "Anglo"  look. 
With  that  strategy,  says  Michelle  Ara- 


gon,  the  agency  president,  "Banco  de 
Ponce  is  reaching  second-generation 
Hispanics  and  non-Hispanics  who 
live  in  the  neighborhoods  that  Banco 
de  Ponce  serves." 

How's  the  bank  doing?  In  1987  net 
earnings  sagged  to  $12  million,  from 
$24.4  million  in  1986,  while  return  on 
assets  dropped  from  1.09%  to  0.45%. 
Most  of  the  loss  came  from  the  addi- 
tion of  $10  million  to  its  loan-loss 
reserves  to  cover  bad  credits  in — 
where  else? — Latin  America.  "They 
shouldn't  have  tried  to  play  with  the 
big  boys,"  says  Edward  Powers,  direc- 


tor of  research  at  Coburn  &  Meil 
a  Connecticut-based  brokerage! 
But  this  year  the  bank  bounced| 
posting  a  return  on  assets  of  0.8^ 
the  first  quarter. 

Quite  clearly,  the  folks  wh| 
Banco  de  Ponce  don't  expect  to  [ 
forever  on  a  tenuous  claim  to  Sp| 
speaking  loyalty.  Still,  it's  a 
good  base  to  build  on.  Every  tJ 
knows  how  A.P.  Giannini  stal 
little  bank  in  San  Francisco  to| 
Italian  immigrants,  and  how  the 
of  America  grew  to  be  the  larg 
the  world.  ■ 


Credit  cards  have  greatly  reduced  peoj. 
need  to  carry  cash.  Debit  cards,  which 
starting  to  catch  on,  will  carry  us 
deeper  into  the  cashless  society. 

Will  greenbacks 

become 
museum  pieces?! 


By  Ronit  Addis 


AKE    ROOM    IN    YOUR    Wallet. 

Already  crammed  with  cred- 
it cards,  it  soon  will  need  a 
slot  for  a  debit  card. 

For  those  who  don't  already  know,  a 
point  of  sale  debit  card  will  enable  the 
vendor  to  directly  and  instantaneous- 
ly debit  your  bank  account  for  any 
purchases  you  may  make. 

You  probably  won't  be  eager  to  give 
up  the  float  and  credit  privileges  your 
credit  cards  provide,  but  you  won't 
have  to;  you'll  just  have  more  choices. 

Ohio's  Banc  One  is  the  pioneering 
institution  that  combined  with  an  en- 
terprising Merrill  Lynch  to  bring  cash 
management  accounts  to  the  U.S.  in 
1977.  Banc  One  also  launched  the  first 
automatic  teller  machine  (ATM)  card 
in  the  early  1970s,  which  could  debit 
bank  accounts  and,  among  other 
things,  dispense  cash.  Unlike  the  cash 
management  account,  the  debit  card 
hasn't  caught  on.  Why?  "There  have 
been  too  many  competing  systems," 
says  Banc  One  Senior  Vice  President 
John  Fisher.  Merchants  and  consum- 
ers didn't  want  to  get  involved  in 
choosing  among  them. 

Now    come    MasterCard    Interna- 


tional   and    Visa    Intemationl 
change  all  that.  The  bank  credil 
giants  have  launched  a  joint  efif 
create    a   nationwide   debit    s> 
Called  Entree,  the  system  will 
say,  a  businessman  from  the  I 
Coast,   with  an  account  at  a| 
Coast  bank,  to  have  his  accour 
ited  for  a  purchase  made  in  Newl 
or  a  businessman  from  Pennsyl 
to  have  his  account  debited  for  [ 
chase  made  in  Seattle.  No  ne 
carry    cash,    a    checkbook    or  I 
traveler's  checks.  This  should  bd 
for  the  banks,  good  for  the  mercf 
and  good  for  the  customers.  Al 
course,  good  for  Visa  and  Mastef 

The  giants  have  tried  this 
Visa  (then  BankAmericard)  orig 
introduced  the  Entree  name  in| 
There   were   separate    Entree 
which  could  be  used  at  the  pc 
sale  just  like  a  credit  card.  Maste 
introduced  a  similar  product  aj 
the   same   time,   called   Signet| 
banks     weren't     interested, 
didn't  want  to  give  up  their  ac 
identity  to  MasterCard  or  Visal 
plains   F.    David   Brangaccio,    1 
vice  president  in  charge  of  th«| 
Entree  joint  venture  at  MasterC 

And  so  the  road  to  the  future 
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Look  inside 
and  you'll  find  w< 

We've  integrated  more 
different  electronic  systems  i 
into  more  different  air- 
planes than  anyone  else  in  ' 
the  world. 

Grumman's  X-29  ad- 
vanced-technology de- 
monstrator has  three  com- 
puters that  make  it  possible 
to  control  this  forward- 
swept-wing  airplane. 
Grumman  space-satellite 
systems  will  detect  and 
track  missiles  from  the  in- 
stant of  lift-off.  Our  elec- 
tronics have  doubled  the 
power  of  the  E-2C  Hawkeye 
every  five  years. 

Electronic  systems  make 
Grumman  planes  the  best 
for  the  jobs  they  do.  And 
electronic  systems  are 
creating  new  opportunities 
for  Grumman. 

Only  GRUMMAN 


■ 


"  Registered  trademark  ol  Grumman  Corporation 


/  'sing  the  debit  card  m  a  California  supermarket 
One  more  step  toward  the  cashless  society. 


different  direction.  After  investing  in 
ATMs,  banks  concentrated  on  setting 
up  national  ATM  networks — one 
called  Cirrus,  another  called  Plus — 
mainly  for  dispensing  cash.  They  all 
but  ignored  the  idea  of  a  national 
point-of-sale  system. 

Meanwhile,  local  debit  systems  be- 
gan to  proliferate.  There  are  now 
some  40  of  them,  with  more  than 
10,000  participating  retailers.  Om  of 
the  largest,  Interlink,  owned  jointly 
by  four  major  California  banks,  is  ac- 
tually operated  by  Visa  from  Califor- 
nia. Interlink  has  terminals  in  about 
3,000  merchant  locations  and  pro- 
cesses some  4  million  transactions  a 
month.  The  transactions  go  from  the 
store  to  a  central  terminal  to  the  cus- 
tomer's and  merchant's  banks.  With- 
in ten  seconds,  the  merchant  has  a 
guaranteed  payment  that  is  put  in  his 
bank  account  at  the  end  ot  the  d.i\ 

Now  ATM  systems  are  consolidat- 
ing— MasterCard  owns  Cirrus  and 
Visa  has  entered  into  a  joint  venture 


with  Plus.  At  least  three  oil  compa- 
nies Exxon,  Mobil  and  Arco,  are  run- 
ning national  debit  systems.  Arco  has 
800  stations  that  accept  debit  cards. 
Exxon  and  Mobil  recently  outfitted 
more  than  3,000  of  their  service  sta- 
tions to  accept  either  local  ATM  cards 
or  their  own  cards  for  debit  or  credit. 
The  two  companies  are  able  to  offer  a 
so-called  cash  discount  to  the  debit 
card  users,  because  the  transaction 
cost  of  credit  cards  can  be  excluded. 

And  so  the  time  seems  ripe  for  Mas- 
terCard and  Visa  to  try  again  to  estab- 
lish a  national  system.  They're  sign- 
ing up  banks,  getting  them  to  agree  to 
put  the  Entree  logo  on  their  own  ATM 
cards.  Already  150  banks  have  signed 
on,  and  the  committee  that  is  oversee- 
ing the  ettort  hopes  these  banks  will 
have  issued  5  million  cards  by  year- 
end.  Cardholders  will  be  able  to  use 
the  card  as  a  debit  card  wherever  the 
Entree  logo  is  displayed.  Gone  forever 
could  be  the  need  to  stand  in  line  for 
cash  or  check-cashing  approval. 


Each  individual  participating 
will  have  full  discretion  in  pricir 
system  to  merchants  and  custo 
For  example,  a  bank  can  chari 
merchant  each  time  the  se: 
used  and  hit  the  customer  wi 
annual  fee,  as  with  credit  cards.  ( 
with  checking  accounts,  both 
chant  and  customer  might  pay 
transaction  fee.  MasterCard  and 
expect  to  receive  5  cents  for 
card  issued  and  a  fee  for  transac 
that  go  through  their  switches 

But  why  should  anyone  pay 
when  they  can  kite  the  bill  to  t 
of  the  month  on  a  credit  card? 
question.  Most  shoppers  do  1 
consume  now  and  pay  later. 

But  where  credit  cards  are  n 
cepted,  the  debit  card  has  advi 
for  consumers.  Debit  card  use 
fewer  trips   to  the  bank  or  t 
ATM — and   no   waiting   aroun 
check  approval.  Then,  too,  m 
tail  outlets  could  offer  price 
tives  to  use  the  debit  card  in  the 
way  that  the  oil  companies  do. 

And,  of  course,  the  tax  collect 
the  nation  will  dearly  love  it 
debit  card  replaces  cash:  Cash 
actions  are  the  leading  means  of 
ing  both  sales  taxes  and  income 

As  for  the  banks,  they  rejoice 
prospect  of  cutting  back  on  thei 
expenses  for  check-processing, 
have  already  made  a  big  investm<| 
ATM  equipment,  and  this  wou 
able  them  to  get  more  use  out 
systems.  Consider:  If  your  bank 
get  you  to  use  a  debit  card  inste 
check  when  you're  making  a 
chase,  the  cost  of  the  transact 
the  banking  system  would  be  c| 
at  least  half — from  80  cents 
cents,  according  to  Thomas  Stei 
McKinsey  &  Co.  If  a  system  is  u 
running,  he  adds,  that  cost  mi; 
reduced  to  less  than  10  cents,  h 
ply  that  by  the  total  number  of 
transactions  in  the  U.S.  in  a 
some  8  billion.  If  banks  couk 
suade  customers  to  substitute 
cards  for  checks  just  half  the  tim 
savings  could  total  between  $2  b 
and  $3  billion  annually. 

Entree  has  been  attacked  on 
trust  grounds  by  a  group  of  state 
neys  general.  Their  investigati 
still  open,  but  the  joint  venti 
proceeding.  "We've  presented 
plans  to  the  U.S.  Department  o 
tice,  and  they  have  not  objected,' 
Brangaccio. 

Says   McKinsey's   Steiner:   ' 
systems  are  likely  to  become  jus 
more  method  of  payment,  on  t 
cash,  checks  and  credit  cards." 
heralded,  the  cashless  society  m( 
step  closer.  ■ 
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BellSouth  is 

lilding  tomorrow's  smart  netwrk  today 


iSouth's  telephone  operating  companies,  Southern  Bell  and  South 
il  Bell,  serve  over  14  million  customers  with  a  telecommunications 

I  so  advanced  it's  already  the  foundation  of  tomorrow's  smart  net- 
nownaslSDN. 

j  future  of  telecommunications  lies  with  advanced,  sophisticated 
network  technology.  And  the  future  belongs  to  those  companies 

II  capitalize  on  the  potential  of  this  technology  both  strategically 
ofitably  BellSouth  is  planning  to  do  just  that. 

}  BellSouth  telecommunications  system  is  capable  of  handling  the 

oeed  requirements  for  advanced  network  implementation.  This 

>  BellSouth  is  not  only  working  to  reduce  costs  and  improve  revenues 

>ut  is  preparing  for  the  implementation  of  Integrated  Services  Digital 

«rk  in  the  future. 

South  is  working  closely  with  the  international  community  to  develop 

sal  standards  for  ISDN  and  is  prepared  to  realize  the  potential  of  a 

'kthat  is  state-of-the-art  in  design  and  global  in  scope. 

/eloping  and  applying  new  technologies  such  as  ISDN  is  consistent 

sliSouth's  commitment  to  maintain  high  service  standards,  to  em- 

e  telecommunications  and  to  pursue  orderly  corporate  growth.  The 

g  for  tomorrow  is  taking  place  today. 


Art  ordinary  telephone  plug  will  provide  access  to  sophisticated 
digital  network  technology  and  bring  the  most  advanced 
telecommunications  services  to  BellSouth  customers. 


SOUTH  CENTRAL  BELL  •  SOUTHERN  BELL  •  BELLSOUTH  SERVICES 
BELLSOUTH  ENTERPRISES 

COMMUNICATIONS  SYSTEMS  GROUP 

BellSouth  Advanced  Systems"  BellSouth  Government  Syst  ems* 

BellSouth  Systems  Technology  •  Dataserv,  Inc  "  Universal  Communicatrans  Systems 

MOBILE  SYSTEMS/INTERNATIONAL  GROUP 

BellSouth  Mobility  •  BellSouth  International  •  American  Cellular  Communications 

•  Link  Telecommunications 

ADVERTISING  AND  PUBUSHING  GROUP 

BellSouth  Advertising  4.  Publisrang  Corporation  »L  M  Berry  and  Company  ■ 

BellSouth  Inlormation  Systems  •  Stevens  Graphics  •  TechSouth.  Inc 

OTHER  COMPANIES 

BellSouth  Advanced  Networks  •  BellSouth  Educational  Services 


BELLSOUTH 


llSoulh  Corporation 


Shaping  the  future  of  telecommunications^ 


Delivering  justice  isn't  the  same  as  drop- 
ping off  milk  or  newspapers  But  courts  are 
businesses,  too,  and  the  best  ones  tend  to  be 
the  most  efficiently  managed. 

"Try  it,  settle  it 
or  dismiss  it" 


By  Richard  Greene 


With  all  due  respect  to  law- 
yers, I  find  that  what  I've 
learned  in  bringing  up  my 
children  is  very  helpful  in  dealing 
with  attorneys." 

The  speaker  is  U.S.  Federal  District 
Court  Judge  Rya  Zobel, 
56,  and  what  she  has 
learned  as  a  mother  of 
three  has  helped  her  turn 
her  courtroom  in  Boston 
into  one  of  the  most  effi- 
ciently run  in  the  entire 
federal  system.  As  Judge 
Zobel  sees  it,  somewhat 
tongue-in-cheek,  law- 
yers and  kids  alike  be- 
have best  when  subiect- 
ed  to  some  basic  disci- 
plines, one  of  which  is  to 
stop  squabbling  and  get 
on  with  their  work. 

Judges  at  both  the 
state  and  federal  level 
traditionally  have  tend- 
ed to  let  foot-dragging  at- 
torneys set  the  pan.  .11 
which  cases  move 
through  the  system. 
America's  litigious  soci- 
ety has  boosted  the  civil 
caseload  for  federal 
ludges  from  190  in  1940 
to  416  in  I  S7.  Natural- 
ly, complex  civil  cases 
and  time-consuming 
criminal  cases  e.in  latten 
the  load.  But  some 
judges  are  simplv  . 
preferring  vacationlike 
work  schedules  to  the 
rigors  of  an  actual  eight 
hour  day.  Meanwhile 
docket  backlogs  length- 
en even  as  lawyers'  tees 
mount.    In    1987    there 


were  about  20,000  cases  at  least  three 
years  old  on  the  federal  docket. 

But  in  a  fast-growing  number  of  fed- 
eral courtrooms  there  are  signs  of 
change.  There,  the  $1.3-billion-a-year 
judiciary  is  being  run  like  an  actual 
justice-dispensing  business  rather 
than  the  impenetrable  bureaucracy  it 


Massachusetts  Federal  Distrk  i  (  ourt Judge  Rut  Zobel 

Stop  the  squabbling  and  get  on  with  your  work. 


so  often  seems   to  be.   Among 
quickest  districts  are  North  Can| 
na's  Middle  and  Wisconsin's  Weste 
where  the  median  time  for  a  civil  c| 
to  go  from  filing  to  disposition  is  fl 
months  or  less,  compared  with  ei( 
months  for  all  of  the  nation's  94  feci 
al  districts  and  a  year  or  more  for 
slowest.  Consider: 

•  In  November  1987,  Judge  Rich! 
Enslen   of   the   Western   District  [ 
Michigan  faced  the  grim  prospect! 
closing  his  courthouse  for  1  '/>  year:| 
try  one  case — involving  29  indi\ 
uals  suing  an  Illinois  aerospace 
industrial  firm  for  injuries  resultl 
from  environmental  pollution. 
160  expert  witnesses  were  arrayed| 
both  sides,  and  pretrial  hearings 
pleadings  had  already  run  up  some 
million  in  costs  and  legal  fees, 
instead  of  letting  the  drama  bed 
Enslen  worked  with  the  parties| 
hold  a  mock  trial  lasting  three 
then  negotiated  a  settlement  based 
the  nonbinding  verdicts  of  two  ji 
Result:  eight  hours  of  negotiation  I 
$3.5  million  in  damages  for  the  plq 
tiffs.  Had  the  case  headed  to  trial 
■mui^.KKihncjmp     appeal  jt  could  have  t 

en  years  to  reach 
agreement. 

•  In  1986,  900  Te 
penitentiary        inmd 
had  suits  filed  in  fedj 
court  against  employ] 
of    the    Departmentl 
Corrections  for  abusj 
their  constitutic 
rights.  Ordinarily,  el 
case   would   have   bl 
brought  individually! 
fore  a  federal  judge, 
the  extravaganza  wq 
have     tied     up     fed| 
courthouses    for    ye 
Federal    District    Cd 
Judge  Robert  Parkei 
the  Eastern  District 
Texas  had  a  better  \\ 
He  conducted  hea 
right     in     the     prist 
summarily  throwing! 
88%  of  the  cases  as  l.| 
ing  in  merit.   Of 
dismissed,    only 
15%  appealed. 

•  At  least  one  fed 
judge  has  found  a  wa 
speed  up  civil  suits  I 
reduce  costs  by  persi 
ing  participants  that| 
stakes  sometimes 
high  enough.  Says  Ju 
Sam  Pointer  of 
Northern  District  on 
abama,  "Some  judges] 
liability  first,  and 
damages     come 


266 


FORBES,  MAY  30, 


"Prior  to  ISDN  becoming 
a  reality,  we  had  to  make  an 
interim  decision  on  either  packet 
switching  or  a  Tl  backbone  to  link  our 
community  banks.  Fortunately,  with  the 
IBX,  we  can  go  either  way!' 

—Operations  Officer  of  a  mullibank 
holding  company. 


The  IBX  gave  the  bank  much 
needed  flexibility.  Its  open  architecture 
can  accommodate  non-compatible  ter- 
minals and  peripheral  hardware,  func- 
tion as  a  local  area  network,  interface 
with  long-line  trunks,  share  its  process- 
ing power  and  switching  capacity  with 
many  users,  and  easily  adapt  to  the 
company's  growth. 

Through  totally  integrated  solutions 
for  voice  and  data  communications, 
InteCom  can  give  your  own  company 
the  same  flexibility.  No  matter  what 
business  you're  in.  No  matter  what 
system  you're  currently  using. 

Find  out  how  InteCom  can  make 
a  difference.  Call  us  at  1-800-INTE-800 
(X2661)  for  more  information  on  this 
major  holding  company's  IBX  installa- 
tion. Or  for  a  complete  package  of 
customer  profiles.  In  Texas,  call 
1-214-727-9141. 


ni€iom 


A  subsidiary  of  Wang  Laboratories.  Inc. 


MAKES  rr  WORK. 


Motivated  vs.  Possessed  Some  want  success.! 
Others  must  have  it.  Must.  They  are  not  merely! 
interested,  they  are  passionate.  They  are  notl 
merely  motivated,  they  are  possessed.  Those! 
thus  spirited  become  leaders.  In  all  fields.  In-] 
eluding  business.  The  business  elite  may  read] 
many  magazines,  but  they  study  only  one.  For  it 
scope,  its  coverage,  its  insight,  its  very  timeli 
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ness,  for  the  need  that  it  satisfies:  Busine 
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MANOLET 


Is.  But  I've  had  some  product  li- 
ty  cases  in  which  I  had  serious 
.tions  about  the  real  extent  of 
age  the  plaintiff  was  going  to  be 

to  show.  In  those  instances,  I 
Id  schedule  the  issue  of  damages 

and  if  the  result  was  low,  say 
90,  the  defendant  would  often 
'Gee,  we're  going  to  spend  more 

that  on  legal  fees.  Let's  settle 

To  clear  his  calendar  of  around 
0  asbestos-related  lawsuits, 
e  Thomas  Lambros  of  the  North- 
District  of  Ohio  has  computer- 
his  operations  in  an  ingenious 
that  has  yielded  a  steady  stream 
•ttlements.  Rather  than  try  each 
stos  case  as  though  it  were  the 
in  history,  Lambros  uses  an 
nsive  computer  file  to  match  his 
:nt  calendar  with  other  cases 
i  similar  facts,  gets  all  the  parties 
»ne  room  and  hammers  out  a 
ement,  using  the  historical  cases 
benchmark.  According  to  Lam- 
,  costs  per  defendant  in  a  typical 
stos  case  have  dropped  from 
000  to  about  $7,000,  and  he  has 
ed  over  700  cases  in  the  last  five 
s. 

le  most  effective  way  to  clear  a 
i  :et  of  backlog  is,  of  course,  settle- 
i|t.  Efficiency-minded  judges  have 
i  d  that  the  easiest  way  to  compel 


Max  Aguilcra-Hi 


Professor  Judith  Resnick  of  CSC 
Trading  justice  for  efficiency? 

such  settlements  is  to  force  procrasti- 
nating attorneys  to  stick  to  rigid  time- 
tables. "I  think  the  absolute  certainty 
of  a  trial  is  90%  responsible  for  the 
settlement  of  cases/'  says  Judge  Rich- 
ard Williams  of  the  famed  "rocket 
docket"  in  the  Eastern  District  of  Vir- 
ginia, in  which  most  cases  are  com- 
pleted within  six  months  of  filing. 
"When  you  don't  have  the  luxury  of 
continuances,  you  have  to  try  it,  set- 
tle it  or  dismiss  it." 

Firm  trial  dates  also  control  some 
lawyers'  tendency  to  run  up  huge  bills 


by  taking  unnecessary  depositions 
and  pursuing  tangential  discovery. 
"One  appalling  thing  about  discovery 
is  that  90%  of  it  is  never  used  in  the 
trial,"  says  Williams.  "Discovery  can 
be  a  bottomless  pit." 

Could  the  rush  to  clear  dockets  get 
out  of  hand?  Some  academics  think 
so.  Law  Professor  Judith  Resnick,  of 
the  University  of  Southern  California, 
worries  that  since  managerial-minded 
judges  control  the  pace  of  litigation,  if 
parties  feel  they  have  been  treated 
unfairly,  they  have  little  recourse  to 
appellate  review  prior  to  a  final  adju- 
dicated decision.  And  the  public  often 
knows  little  of  what's  going  on  even 
when  large  public  policy  issues  are  at 
stake,  as  in  environmental  cases.  But, 
counters  Jay  Mayesh,  a  law  partner 
with  Stroock  &  Stroock  &.  Lavan,  the 
big  New  York  City-based  firm,  "The 
only  alternative  to  a  faster  system  is 
to  spend  more  of  the  public's  money 
for  a  bigger  system — triple  the  judicia- 
ry and  build  new  courtrooms." 

Given  the  competition  for  every 
dollar  spent  by  the  federal  govern- 
ment, what  is  the  likelihood  of  that? 
In  this  instance  as  in  so  many  others, 
the  right  choice  is  the  obvious  one: 
Use  your  existing  resources  wisely  be- 
fore asking  for  more.  Here  and  there 
within  the  federal  judiciary,  judges 
are  showing  this  can  be  done.  ■ 


WHEN  COMPROMISE  IS  OUT  OF  THE  QUESTION 


PsfaMr 


For  the  name  of  the  Peterbilt  dealer  nearest  you  call:  1-800-447-4700 
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British  investors  have  cooled  on  the  stocks 
of  small  U.S.  companies  that  are  listed  on 
London's  Unlisted  Securities  Market.  But 
the  mood  could  change. 

Small  isn't 

necessarily 

beautiful 


By  Richard  C.  Mora  is 


Randall  Fields,  chairman  of 
Mrs.  Fields  Inc.,  the  cookie 
company  based  in  Park  City, 
Utah,  found  cheap  capital  abroad.  In 
May  1986  Goldman,  Sachs  and  Lon- 
don's J.  Henry  Schroder  Wagg  under- 
wrote the  sale  of  20%  of  the  shares  on 
London's  Unlisted  Securities  Market. 
The  offering  raised  $64.3  million  (at 
the  prevailing  exchange  rate),  pricing 
the  company  at  $325  million — around 
5  times  1985  sales  and  nearly  19  times 
projected  1986  earnings. 
Unfortunately,    many    of    the    17 


small  U.S.  companies  that  have  sold 
stock  on  London's  USM  since  January 
1984  have  cooled  British  passions  for 
others  that  might  like  to  follow  Mrs. 
Fields'  lead.  Look  at  the  table  below. 
Of  the  17,  one  was  bought  out  in  a 
takeover  and  2  transferred  to  the  Lon- 
don Stock  Exchange's  Official  List.  Of 
the  14  companies  remaining,  only  2 
are  trading  above  their  initial  launch 
prices.  In  half  the  cases,  U.K.  inves- 
tors have  seen  each  pound  of  their 
initial  investment  shrivel  to  less  than 
45  pence.  Ian  Kennedy,  manager  of 
Govett  Strategic  Investment  Trust, 
says  of  small  U.S.  companies  trading 


Mixed  blessings 

These  small  U.S.  companies  l 
In  most  cases,  the  Brits  were 

apped  London  for 
burned. 

capital. 

Company 

Issue  date 

issue 

Price- 

Ipence) 

recent 

Petrogen  Petroleum 

May  16,1984 

80p 

lOp 

Optometries  (USA) 

Dec  20,1984 

55 

15 

Pacer  Systems 

lunc  28, 

1985 

170 

125 

InfraKed  Assoc 

Sept  20, 

198S 

94 

36 

Colorgen 

Sept  30, 

1985 

90 

29 

Mrs  Fields 

May  27, 

1986 

140 

9i 

Borland  Intl 

lunc  1, 

1986 

125 

108 

Quarto  Group 

Nov  11, 

1986 

115 

138 

Tribblc  Harris  Li 

Dec  5, 

1986 

112 

60 

Image  Storage/Retrieval  Sys1 

Feb  23, 

1987 

120 

30 

Orchid  Tech 

Apr  9. 

1987 

238 

Cambridge  Isotope  Labs 

Apr  24, 

1987 

55 

65 

Oct  5, 

1987 

87 

51 

n  Plastic  Tech 

Oct  14, 

1987 

61 

55 

■    ■     ^r                 iiiion.il  shares  pt 
motional  Lid 

tdjusted  lo 

spll! 

Sources  London  v<*i' 

in  London:  "I  view  them  with  r| 
found  distrust." 

This  is  a  shame,  considering  a 
advantages  for  smaller  companicj 
selling  equity  in  London.  For  one,  •: 
ing  costs  are  low.  Cambridge  Iscp 
Laboratories,  Inc.  (revenues,  $4.5 j 
lion),  a  profitable  Woburn,  Mi 
based  chemical  company  that  1  e 
on  the  USM  last  year,  paid  $35C(| 
to  go  public  in  London.  Of 
$100,000  went  for  U.K.  underwr^ 
fees  (the  balance  going  for  lawg 
accountants  and  printers).  In  the  j 
underwriting  fees  would  be  clos  • 
$250,000.  Disclosure  requirenj 
are  also  less  than  in  the  U.S. 

Why  have  most  U.S.  companies 
the  USM  performed  so  poorly?  A 
of  the  trouble  stems  from  the 
dollar.  But  equally  important  t 
fact  that  the  British  equities  m 
differs   subtly   but   profoundly 
ours.  In  London  offerings,  the  p 
is  based  not  on  historical  earnin 
on  projected  earnings.  And  m 
ment  had  better  not  disappoint  i 
tors.  "In  the  U.K.  you  have  to  hi 
forecasts,"  counsels  Peter  Doi 
chief  financial  officer  at  Cam 
Isotope     Laboratories.     "You 
come  in  half  a  cent  lower." 

Tribble  Harris  Li,  an  $18  m 
(revenues)  Delaware-based  arc] 
tural  firm  that  raised  money  o: 
USM  in  December  1986,  foun 
out.  It  met  its  earnings  projecti 
first  year  but  disappointed  shan 
ers  in  1987.  The  stock  now  tra 
barely  half  its  issue  price. 

Mrs.  Fields'  shares  are  down 
from  their  offering  price,  despit 
on-year  growth.  Randy  Fields 
utes  this  to  the  fact  that  in  19 
company  set  up  reserves  that 
misunderstood  by  U.K.  shareh 
"It's  really  our  fault,"  says 
"We  didn't  communicate  very  \] 

Roger  Cursley,  manager  of 
Life's  Smaller  Companies  G 
Unit  Trust,  thinks  London  still 
be  a  good  place  for  small  U.S.  c< 
nies  to  raise  money,  if  they  tal 
time  to  understand  how  busin 
done  in  London.  U.S.  firms,  he 
should  commit  themselves  t 
U.K.  investor  with  a  steady  fl 
information.  They  should  try  t 
duce  more  earnings  than  they 
ise,  and  should  make  sure  a  go< 
dependent  analyst  follows  the  f 

Donald  de  Groot,  director  of  \ 
rate  finance  at  Capel-Cure  Mye 
underwriter  for  three  small  U 
sues,  likes  the  fact  that  the 
stocks  are  now  unpopular, 
risk/reward  ratio  is  much 
now,"  he  says.  "When  things  ai 
you  have  maximum  opportuniti 
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88  Forbes  Spring  Annual  Report  Advertising  Section 

:ompanies  whose  advertising  appears  on  the  following  pages  want  you  to  know  more 
their  investment  potential  by  making  their  annual  reports  available  FREE  to  Forbes' 
ts.  You  are  under  no  obligation.  Simply  circle  the  numbers  of  the  companies  that  interest 
m  the  postpaid  reply  cards  provided.  Forbes  will  forward  your  requests  directly  to  the 
lanies,  and  they  will  send  their  reports.  Please  allow  a  few  weeks  time  for  processing. 


AMP  Incorporated 

Over  15%  compound  annual  growth  rate 
for  over  35  years.  Outlook  good  for  con- 
tinued growth.  9%  of  sales  spent  on  RD&E. 
Sales 


(Mil) 

EPS 

Div. 

1987 

$2,318 

$2.31 

85c 

1986 

1,933 

1.52 

74c 

1985 

1,636 

1.00 

72<t 

1984 

1,813 

1.87 

64c 

1974 

482 

41e 

8c 

Steady  Growth  -through  new  products  and 

markets.  Sales  up  all  but  4  of  46  years.  80- 

sales  electronics-oriented.  Broad  Diversification — leading 

[i  of  electrical/electronic  connection  devices.  Over  100,000 

,zes;  100,000  customers.  Subsidiaries  in  25  countries. 

:(I.Y.S.E.|.  1 


TMEDIA,  Inc. 


"Leading  the  way  to  the  consumer 
in  the  new  marketing  envi- 
ronment." 

For  the  manufacturers  of  pack- 
aged goods,  trying  to  reach  con- 
sumers today — and  influence  their 
shopping  decisions  —  is  like 
shooting  at  a  moving  target.  As 
the  only  national  in-store  mar- 
keting services  company,  Actme- 
dia  provides  manufacturers  with 
a  range  of  in-store  advertising  and 
promotion  programs  for  reaching 
and  motivating  the  elusive 
consumer. 

Actmedia's  services  are  utilized 
by  every  major  packaged  goods 
company  in  the  country.  Programs 

lucted  in  over  250  retail  chains,  including  the  nation's  top  20 

arket  chains — giving  blue  chip  clients  the  opportunity  to  ef- 
reach  consumers  from  60%  of  all  U.S.  households. 

dia's  1987  revenues  rose  44%,  from  $65,412,000  to  $94,163,000. 

income  rose  31.2%,  from  $8,650,000  to  $11,350,000. 

;dia's  1987  annual  report  looks  beyond  the  company's  impressive 

1  performance  to  the  people,  ideas  and  strategies  with  which 

la  will  continue  to  lead  the  way. 


Adobe  Resources 
Corporation 

Adobe  Resources  is  an  independent 
oil  and  gas  company  engaged  in 
domestic  and  international  explo- 
ration and  production  and  is  sec- 
ondarily involved  in  natural  gas 
gathering,  processing,  and 
transmission. 

At  December  31, 1987,  domestic 
proved  reserves  totaled  57.3  mil- 
lion barrels  of  oil  equivalent  (boe|. 
Foreign  reserves  totaled  6.9  million 
bbls.  of  oil.  During  1987,  domestic 
production  totaled  4.5  million  boe; 
during  that  same  period,  Adobe 
added  11.2  million  boe  to  its  do- 
mestic reserves  through  explora- 
tion, development  and  net 
revisions — a  U.S.  reserve  replace- 
ment ratio  of  almost  250% . 
Adobe's  international  operations  are  carried  out  through  wholly 
owned  Trend  International.  Trend  is  operator  of  and  has  a  27%  working 
interest  in  a  Production  Sharing  Contract  in  Indonesia,  where  25,000 
bbls  of  oil  per  day  are  produced.  Trend  is  also  active  in  many  other 
parts  of  the  world.  Adobe's  objective  in  international  exploration  is  to 
generate  opportunities  with  large  reserve  potential. 
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Affiliated  Publications, 
Inc. 

Affiliated  Publications,  Inc.  is  the  parent 
company  of  the  Globe  Newspaper  Com- 
pany, publisher  of  New  England's  largest 
newspapers,  The  Boston  Globe  and  The 
Boston  Sunday  Globe. 

Affiliated  owns  Billboard  Publications, 
Inc.,  a  publisher  of  specialty  magazines, 
books  and  electronic  data  base  for  the  arts, 
design,  photography,  music  and  entertain- 
ment markets  and  The  Globe  Pequot  Press 
Inc.,  publisher  and  retailers  of  books. 
In  addition  Affiliated  owns  a  major  equity  interest  in  McCaw  Cellular 
Communications,  Inc.,  the  largest  cellular  telephone  systems  operator 
in  the  U.S.  and  one  of  the  nation's  top  10  paging  operators.  A 
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Ameribanc  Investors 
Group 

Ameribanc  Investors  Group 
(NASDAQ:  AINV-S)  is  the  holding 
company  for  Ameribanc  Savings 
Bank.  With  total  assets  of  more 
than  $1.0  billion  and  30  retail  of- 
fices, Ameribanc  is  Virginia's  fifth- 
largest  thrift.  Ameribanc  serves 
the  prosperous  markets  of  Wash- 
ington, D.C.'s  Northern  Virginia 
suburbs,  the  Tidewater  region 
(Norfolk  and  Virginia  Beach)  and 
Charlottesville.  Principal  activi- 
ties include  retail  thrift  operations, 
mortgage  lending,  construction 
and  development  financing,  and 
mortgage  banking.  The  company 
also  owns  investment  real  estate 
and  participates  in  real  estate  de- 
velopment projects.  In  1987,  net  income  rose  to  $8.2  million,  or  $1.29 
per  share.  Over  the  last  seven  years,  Ameribanc 's  net  income  has 
increased  at  an  average  rate  of  61%  per  year. 


American  General 
Corporation 

American  General's  operating  sul  It 
provide  insurance  and  other  finar  ai 
vices  in  all  50  states  and  Canada,  t} 
end  1987,  assets  were  $28  bill n 
shareholders'  equity  was  $4.4  J| 
Founded  in  1926,  the  company  | 
quartered  in  Houston.  The  comm  j 
of  American  General  is  listed  on  ri 
York,  London,  and  Swiss  Stock  Ex  m 


Ameritech 


Ameritech  is  one  of  the  nation'; 
information  corporations.  The  A| 
Bell  companies  provide  advanq 
munications  services  and  long  I 
connections  for  11  million  custl 
Illinois,  Indiana,  Michigan,  Ohio! 
consin.  The  Ameritech  Enterpril 
provides  cellular  mobile  service,  [ 
publishing,  systems  software  i 
nancing.  Ameri tech's  earnings  in  I 
4.4%  to  $1.19  billion.  Return  ll 
was  15.5%,  compared  with  14.9%| 


American  Brands,  Inc. 

American  Brands,  Inc.  is  a  worldwide  hold- 
ing company.  1987  sales  from  continuing 
operations  were  $9.2  billion  and  net  income 
was  $4.60  per  share,  both  records.  Brands 
include  Carlton,  Lucky  Strike,  Pall  Mall 
and  Tareyton  cigarettes,  Jim  Beam  bourbon 
and  DeKuyper  cordials,  Master  locks, 
Titleist  golf  products  and  ACCO  office 
products  Financial  services  consist  of 
Franklin  Life  and  Southland  Lite 


American  Express 
Company 

American  Express  is  a  world  leader  in  pay- 
ment systems  travel  international  bank- 
ing, brokerage  investment  banking, 
personal  financial  planning  and  asset 
management 
Consolidated  net  income  tor  ll'sT  totaled 
million.  American  Express  Travel 
Related  services  Company  increased  prot 
its  16  percent.  IDS  Financial  Services 
earning  bed  a  record  high,  rising  21 

percent  n   Lehman  Brothers  ac- 

lutton  (..roup   Amencar,  i  (press  Bank  Ltd   reduced 

ujSUIC    •  '  percent 


Amwest  Insurance 
Group,  Inc. 

Amwest  is  a  highly 
underwriter  of  specia 
bonds.  We  are  licensed 
the  District  of  Colu 
Guam.  Amwest's  24  bra1 
provide  fast  and  efficit 
to  our  agents  and  cust 
offer  a  wide  variety  of  su 
focusing  on  the  special' 
of  the  market.  Amwesp 
bonds  for  people  who  d  »' 
"standard"  underwntn  » 
ments.  Amwest  has  be«l 
est  specialty  surety  c< 
California  since  1983. 
Direct  written  prer 
1987  increased 41%,  to 
lion,  from  19.3  millio 
Premiums  earned  increased  42%,  to  $20.9  million,  from  $1< 
for  1986.  Net  income  increased  33%  to  $2.8  million,  or 
share,  compared  to  $2.1  million  or  $1.05  per  share  for  19!  * 
on  equity  increased  to  23.1%  in  1987  from  21.0%  in  1986. 
Amwest  has  achieved  a  five  year  growth  rate  of  35%  anc 
equity  has  exceeded  20%  since  1982.  |AMEX:AMW) 
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Applied  Magnetics 
Corporation 

Applied  Magnetics  is  the  world's  leading 
independent  producer  of  magnetic  record- 
ing heads.  Magnetic  heads  are  critical 
components  of  tape  and  hard-disk  drives, 
which  nearly  all  data  processing  systems, 
from  small  home  computers  to  large 
mainframes,  use  to  store  data. 

Record  sales  and  earnings  in  1987,  the 
company's  30th  anniversary  year,  made 
that  year  the  best  in  company  history.  1988 
promises  to  be  even  better. 


11 


Baldor  Electric 
Company 

Baldor  Electric  Company — specialists  in 
the  design,  marketing,  and  manufacture 
of  industrial  electric  motors — achieved 
record  sales  in  1987. 

The  annual  report  extensively  discusses 
Baldor's  markets — many  are  growth  mar- 
kets; broad  product  applications  and 
growing  share-of-market  penetration;  and 
nine  solid  reasons  why  "we  are  optimistic 
about  the  future." 
American  industry  is  making  a  strong 

comeback,  and  Baldor  should  participate  across  the  board.  Baldor  sees 

a  good  year  coming  up. 


15 


Armco  Inc. 

Armco  is  the  nation's  fifth  largest  inte- 
grated steel  producer.  1987  earnings  were 
$117.6  million,  a  dramatic  improvement 
of  more  than  half  a  billion  from  the  previous 
year's  loss.  Operating  profit  nearly  tripled, 
to  $157.5  million.  Operations  generated 
$353.9  million  in  cash,  a  181%  increase. 
Since  1985,  Armco  has  generated  over  $1.3 
billion  in  cash  and  eliminated  about  $1.3 
billion  of  debt  and  guarantees. 


12 


Bicer  Medical  Ltd. 

The  revolutionary  Bicer  mechanical  heart 
valve  made  of  integral  metal  with  no  welded 
parts  is  now  manufactured  in  British  Co- 
lumbia. The  market  has  enormous  poten- 
tial, North  America  and  Europe  alone:  $250 
million  per  year.  The  Bicer  valve  has  an 
outstanding  track  record;  since  1980  over 
4,000  Bicer  valves  have  been  installed  with 
excellent  results.  Bicer  valves  are  used  in 
12  countries  and  were  recently  approved 
by  Japan. 
Symbol:  BCT-VSE. 
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BDM  International,  Inc. 

BDM  is  a  diversified,  growth-oriented  firm 
providing  a  wide  range  of  professional  and 
technical  services  in  defense,  communi- 
cations, logistics,  energy,  space,  manufac- 
turing, banking  and  insurance,  and  other 
areas  to  public-  and  private-sector  clients 
in  the  U.S.  and  abroad.  In  1987,  the  Com- 
pany's net  income  grew  45%  to  $19.7  mil- 
lion, with  EPS  up  37%  to  $1.66,  on  revenue 
of  $314  million,  a  3%  decline  from  1986. 
The  year-end  contract  backlog  totaled  $537 
million. 
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BOGERT 


Bogert  Oil  Company 

Bogert  Oil  Company  is  an  independent  oil 
and  natural  gas  exploration  and  production 
company  which  operates  primarily  in  the 
Mid-Continent  Region.  Profitable  since 
becoming  a  public  company  in  1980,  Bogert 
has  continued  to  increase  assets,  oil  and 
gas  reserves  and  stockholders'  equity  during 
some  of  the  industry's  most  challenging 
times.  In  recent  years,  Bogert  has  aug- 
mented its  growth  through  the  acquisition 
of  additional  producing  properties. 
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BFCE 

BFCE  stands  among  the  main  French  banks 
in  providing  to  internationally  oriented 
firms  a  full  range  of  financial  facilities  and 
services,  ranging  from  corporate  lending 
or  trade  financing  to  treasury  products  and 
equity  financing.  Through  its  presence  in 
the  world's  largest  money  centers,  BFCE 
is  an  active  participant  in  currency  or  in- 
terest rate  hedging  as  well  as  in  all  other 
treasury  activities.  In  1987,  its  balance 
sheet  reached  USD  45  billion. 
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The  British  Petroleum 
Company  p.l.c. 

The  British  Petroleum  Company  p.l.c.  is 
the  parent  company  of  one  of  the  world's 
largest  international  oil  and  natural  re- 
sources groups.  Key  strengths  are  in  oil 
and  gas  exploration  and  production,  supply, 
marketing  and  technology.  BP  is  the  largest 
oil  producer  in  the  U.S.  and  has  an  un- 
surpassed position  in  the  North  Sea.  Other 
major  activities  include  chemicals,  nutri- 
tion, minerals  and  coal.  Dividends  have 
been  paid  to  BP  shareholders  without  in- 
terruption for  seventy  years.  NYSE  Symbol: 
BP 

18 


ADVERTISEMENT  4 


Brush  Wellman  Inc. 

Brush  Wellman  Inc.  is  a  leader  in  beryllium 
technology  and  a  worldwide  supplier  of 
high  reliability  engineered  materials.  We 
are  a  fully  integrated  producer  and  supplier 
of  beryllium,  beryllium  alloys  and  bcrylha 
ceramic.  We  also  supply  specialty  metal 
systems  and  precious  metal  products. 

Brush  Wellman  engineered  materials 
have  many  applications  in  the  aerospace, 
defense,  computer,  electronic  and  tele- 
communication markets. 
A  strong  commitment  to  research  and 

development,  modern  processing  facilities  and  a  worldwide  distribution 

network  support  the  Company's  product  lines. 
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Cam-Net 
Communications 
Network  Inc. 

Cam-Net  Communications  Netv< 
(CWKTF-NASDAQ)  is  one  of  th<| 

fastest  growing  "Telecommun  i 
with  increased  annual  revenue  I 
in  1987.  Beginning  as  the  leader  in  i 
U.S.  alternative  long  distance,  CAIl 
Northstar  subsidiaries  now  alsoi 
engineering  and  private  network 
to  customers  throughout  North 
and  can  offer  global  carrier  services  via  satellite.  CAM-NET, 
petition  to  the  telephone  monopolies  in  Canada,  is  positioned 
various  telecommunications  services  in  the  deregulating  $, 
billion  Canadian  market. 


Bush  Industries,  Inc. 

A  leading  manufacturer  of  ready-to-as- 
semble  (RTA)  furniture.  For  1987  the  com- 
pany achieved  record  results,  with  net 
income  rising  121  percent  to  $5.55  million, 
or  $1.85  per  share  on  a  sales  gain  of  43 
percent  to  $65.4  million.  A  new,  state-ot- 
the-art  manufacturing/headquarters  facil- 
ity; a  skilled  and  highly  motivated  work 
force ;  and  a  high  quality,  expanding  product 
line  should  produce  further  gains  this  year. 


Centel  Corporation 

Centel  is  a  growing  telecommun  ■ 
company  with  core  investments 
exchange  telephone  companie: 
television,  cellular  mobile  comi 
tions,  and  business  communicat 
information  systems  marketing. 

1987  Results:  revenues  and  sal ! 
billion;  net  income  $157.1  million;  i 
per  share  $3.59;  cash  dividend  I 
construction  expenditures  $287 
assets  $3.01  billion. 
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CP  National  Corporation 

CP  National  Corporation  is  a  60- year  old 
diversified  communications  energy  and 
manufacturing  company  providing  regu- 
lated communications  and  energy  utilitv 
service  in  seven  WCStem  states  ,ind  so- 
phisticated communications  and  elec- 
tronics products  and  services  to  domestic 
and  international  governments 

CP  National  investors  receive  the  se 
cunty  and  protection  ot  regulation  within 
mature  utiht\  operations  and  opportunity 
lot  significant  growth  and  appreciation  in 
non-utihtv  entities 
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Central  Louisiana 
Electric  Company,  li 


In   1987,   Central   Louisiana 
Company,  Inc.  earned  $3.52  per  si 
paid  dividends  of  $2.14,  the  sixteel 
secutive  year  of  higher  dividends.  (| 
electric  service  to  its  197,000  ci 
is  fueled  by  natural  gas,  coal  and  1 
lignite-:  the  company  has  no  nu 
volvement.  No  generating  units  j 
construction.  Instead,  current  efl 
directed  to  the  building  of  tra 
and  distribution  facilities  to  enh;i 

tern  capability  and  reliability.  CLECO  anticipates  that  no  newgij 

capacity  will  be  needed  until  the  mid-1990s. 


CSX  Corporation 

*.  s\  i.  oipoi.nion  is  The  Company  That 
Puts  Things  in  Motion,  with  an  asset  base 
!  2  billion  backing  worldwide  opera 
in  multi-modal  transportation,  en 
properties  and  technology. 


m 

Chieftain  Developmi 
Co.  Ltd. 

Chieftain  attained  record  prodc 
in  1987.  Additions  to  proved 
amounted  to  530%  of  annual 
tor  gas  and  160%  for  oil.  Proved) 
totalled  494  billion  cubic  feet 
14.4  million  barrels  of  oil.  Revel 
creased  to  $76.6  million,  cash 
creased  16%,  to  $32.8  million,  I 
income  was  up  37%,  to  $9.6  mii^ 
Listed:  ASE,  TSE 
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Chyron  Corporation 

Chyron  Corporation  (NYSE:CHY)  designs, 
manufactures  and  markets  digital  elec- 
tronic graphics  equipment  and  systems, 
computer-assisted  videotape,  film  and  au- 
dio editing  systems  and  digital  effects 
equipment  for  broadcast  television,  cable, 
video  production,  post-production  and  in- 
dustrial markets. 

Fiscal  87  Highlights:  Sales  increased  18% 
to  $42.2  million;  operating  income  in- 
creased 112%  to  $4.6  million;  net  income 
increased  22%  to  $2.8  million. 


i — "The  Company  the  Whole  World  Watches" 
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Diagnostic  Products 
Corporation 


DPC  is  the  world's  leading  independent 
manufacturer  of  immunodiagnostic  kits. 
These  kits,  which  measure  hormones, 
drugs,  allergens  and  other  medically  im- 
portant substances  present  in  body  fluids, 
provide  information  vital  to  the  diagnosis 
and  management  of  thyroid  disorders,  di- 
abetes, infertility,  infectious  diseases  and 
certain  forms  of  cancer. 

In  the  five  years  ended  in  1987,  sales 
increased  at  a  compounded  growth  rate  of 

26%  to  $36.9  million.  New  income  increased  at  a  compounded  growth 

rate  of  35%  to  $9.3  million. 
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URCES  (CANADA)  LIMITED 


City  Resources  (Canada) 
Limited 


City  expects  to  begin  production  on  its 

©wholly-owned  Graham  Island  Gold  Project 
in  British  Columbia's  Queen  Charlotte  Is- 
lands, in  late  1989.  Known  recoverable  re- 
serves are  in  excess  of  1.5  million  ounces, 
and  plans  call  for  an  open  pit,  6,600  t/d 
operation  based  on  a  12-year  mine  life. 
Operating  costs  vary  from  US  $207  per 
oz.  for  years  1-2  of  production  at  design 
capacity,  with  an  overall  estimated  average 
cost  of  US  $250  for  the  life  of  the  operation. 
>mmon  shares  and  warrants  trade  on  the  Toronto  and  Vancouver 
changes  |CIZ,  CIZ.WT.)  and  on  the  NASDAQ  (CEXCF,  CIZWF). 
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Engelhard  Corporation 

Engelhard  Corporation  is  in  the  midst  of 
significant  global  expansion.  Its  growth  in 
petroleum,  chemical  and  environmental 
catalysts  and  pigments  and  additives  has 
led  to  large  increases  in  capital  spending 
and  research  and  development.  At  the  same 
time,  earnings  and  dividends  have  also 
risen.  In  1987,  cash  flow  was  $105.3  million, 
leverage  was  19%  and  the  current  ratio 
was  2.4.  Commercial  paper  ratings  are  AI/ 
PI  and  long-term  debt  ratings  are  A/A2. 
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Coach  Investments,  Inc. 

Now,  through  Coach  Investments,  Inc.,  a 
New  York-based  company  dedicated  to  the 
marketing  of  collectible  stamps,  you  can 
get  your  money-back  guarantee  after  1,  3, 
5  or  10  years.  Coach's  guarantee  is  backed 
by  U.S.  Treasury  Bonds  held  in  an  escrow 
account  at  Prudential  Bank  and  Trust. 
"...An  innovative  and  unique  product  that 
belongs  in  any  well-diversified  portfolio," 
said  Ron  Merkel,  Sr.  Vice  President  of  Pru- 
dential-Bache  Securities. 
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FPL  Group,  Inc. 

FPL  Group,  Inc.  is  a  diversified  holding 
company  whose  principal  subsidiary  is 
Florida  Power  &.  Light  Company.  FPL 
Group  also  owns  Colonial  Penn  Group, 
Inc.  and  other  subsidiaries  engaged  in  en- 
ergy, financial  and  real  estate  services.  FPL 
Group's  common  stock  is  traded  on  the 
New  York,  Tokyo  and  London  stock 
exchanges. 

FPL  Group  ranks  fourth  among  4,300 
publicly  held  companies  with  the  most 
years  of  consecutive  total  dividend  in- 
creases, according  to  Moody's  Investors 
Services. 

33 


Component  Technology 
Corp. 

The  Company  is  engaged  in  the  business 
of  designing  and  manufacturing  sophisti- 
cated, highly  technical,  zero-defect  as- 
semblies, subsystems,  and  finished 
products  for  original  equipment 
manufacturers. 

Utilizing  the  latest  computer-aided  de- 
sign and  computer-aided  engineering 
techniques  (CAD/CAE),  the  Company's 
expertise  encompasses  thermoplastic  in- 
jection molding  coupled  with  secondary, 
assembly,  finishing,  testing,  robotic  paint- 
ing and  packaging  operations. 

WW 


Fay's  Drug  Company,  Inc. 

Fay's  Drug  Company,  Inc.  operates  the 
largest  super  drug  store  chain  in  the 
Northeast,  with  157  stores.  Fay's  also  op- 
erates 15  discount  auto  parts  and  supply 
stores  under  the  name  of  Wheels  Discount 
Auto  Supply  and  12  discount  office  supply, 
book,  party  supply  and  greeting  card  stores 
under  the  name  The  Paper  Cutter.  Net  in- 
come for  the  year  ended  January  31,  1988, 
increased  45%  to  $5.9  million  on  sales  of 
$500  million. 
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ADVERTISEMENTS 


Federal  Industries  Ltd 

While  85%  of  holdings  are  currently  in 
Canada,  Federal  Industries  has  set  its  sights 
on  active  acquisition  and  expansion  in  the 
United  States — with  the  objective  of  doing 
50%  of  its  business  south  of  the  49th  par- 
allel. This  $1.6  billion  (Cdn.|  diversified 
company  has  extensive  interests  in  spe- 
cialty retailing,  transportation,  metal  dis- 
tribution and  manufacturing — and  an 
outstanding  growth  rate  over  the  past  ten 
years. 
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Fed  era  I -Mogul 
Corporation 


Federal-Mogul  Corporation,  headquartered 
in  Southfield,  Michigan,  is  a  manufacturer 
and  worldwide  distributor  of  products, 
ranging  from  precision  parts  for  the  trans- 
portation, farm  equipment,  construction 
and  manufacturing  industries  to  aerospace 
and  electronic  components. 

Shares  of  this  billion-dollar  corporation 
arc  traded  on  the  New  York  and  Pacific 
Stuck  Exchanges. 
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Forum  Reinsurance 

Company  (and  its  affiliates) 

"The  Specialist  Insuran| 
ucts  Companies." 

Forum  Re.,  a  Bermuda-(|| 
insurance  company,  spec  i 
financial  insurance  pro>: 
both  insureds  and  insuri. 
Products  are  individn 
lored  for  clients  to  ens 
mum  fiscal,  regular) 
presentational  needs.  F| 
U.S.  corporations  Forum  | 
innovative  solutions  to 
lems  of  large  Self  InsurtJ 
tions  and  Reserves. 

The  Veta  Grande  Coi 
Inc.,  (NASDAQ:  VGCI),[ 
ate  through  common  of 
and  management,  boughl 
property  and  casualty  insurance  interests  of  Forum  Re.  as  ol| 
1,  1987.  It  is  proposed  to  change  the  name  of  the  compar 
accurately  reflect  its  future  role  as  the  primary  U.S.  insura| 
under  the  Forum  Re.  style. 

Aneco  Reinsurance  Company  Limited  (NASDAQ:  ANEC 
filiate  of  both  Forum  Re.  and  Veta  Grande  through  common  i 
is  a  Bermuda-domiciled  insurance  company  specializing  in  J 
surance  facilities  specific  to  single-parent  or  association-c;[ 
surance  companies. 

"STRATEGIES  FOR  FINANCIAL  LEVERAGE" 


First  NH  Banks,  Inc. 

1987  proved  to  be  another  solid  year  tor 
First  NH  Banks,  Inc.,  New  Hampshire  s 
$2.5  billion  banking  organization  (OTC- 
FINHI  Return  on  average  assets  was  1.13 
perceni  and  return  on  average  equity  was 
16.14  percent  Over  the  past  five  years, 
operating  earnings  haw  grown  at  an  annual 
compound  rate  of  26.6  percent 


Georgia-Pacific 
Corporation 

Georgia-Pacific  Corporation,  on 
world's  largest  paper  and  buildingl 
companies,  has  just  posted  a  reef 
Georgia-Pacific  generated  nea] 
million  in  cash  flow  in  1987  and| 
per  share  grew  to  $3.88  (exclud 
unusual  item),  up  from  $2.70  inj 

Georgia-Pacific's  1987  pro. 
result  of  better  market  conditil 
proved  product  mix,  increased  cl 
petitiveness,  and  growth  in  key  bij 
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FlightSafety 
International,  Inc. 

Record  earnings  and  revenues  were 
achieved  by  FlightSafety  International  (FSI- 
NYSEI  in  1987  Earnings  rose  42  percent 
to  $41,813,000,  equal  to  SI  B7  per  share, 
from  19  (96,000  oi  $1.32  per  share  in 
1986  Revenues  increased  26  percent  to 
$135 ,934  000  from  $107  912,000  in  1986 
The  >  !( n  ipany  operates  37  aviation,  marine 
and  pp.-.  i  learning  centers  with  more  than 
90  simulators  in  the  U.S.,  Canada  and 
Fran. 
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II   M  RECOKT 


Golden  Triangle  Roj 
&  Oil,  Inc. 


Nineteen  new  successful  oil 
combined  initial  potentials 
18,000  barrels  of  oil  per  day 
discovered  on  GTRO's  487,431 1 
acres  under  4,857, 600-acre  ATP] 
is  one  ot  seventeen  concessions  l 
covering  64,786,400  gross  surtax  I 
which  GTRO  holds  3,429,584  n  I 
acres  of  overriding  royalties.  Furtl 
drilling  and  exploration  unde< 
Australian  holdings.  Has  royaltl 
income  from  small  interests  in  134  oil  and  gas  wells  in  the  U 
has  no  debt  and  uses  conservative  royalty  approach  to  the  o< 
business.  NASDAQ  symbol:  GTRO. 


ADVERTISEMENT? 


1  mencan  Stock 
i  itock  Exchange 


Granges  Exploration  Ltd. 

Granges  Exploration  Ltd.  is  a  Canadian 
gold  mining  company  currently  managing 
over  80  mineral  exploration  projects  in 
Canada  and  the  United  States.  Gold  output 
was  4,548  ounces  in  1986,  which  rose  to 
23,685  ounces  in  1987.  Granges  expects 
to  boost  1988  gold  production,  before  mi- 
nority interests,  to  over  105,000  ounces. 

At    December   31,    1987,    Granges 
Exploration  Ltd.  had  19,642,039  shares  is- 
sued and  outstanding  and  20,727,885 
shares  fully  diluted.  Granges  is  also  listed 
Exchange,  Toronto  Stock  Exchange,  and  The 
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Harsco  Corporation 

Harsco  Corporation  (NYSE:  HSC),  a  di- 
versified industrial  company,  reported  rec- 
ord earnings  on  the  second-best  sales  ever 
in  1987.  Harsco  has  major  market  positions 
in  support  services  to  steelmakers  world- 
wide and  in  defense.  A  wide  array  of  en- 
gineered industrial  products  posted  a 
turnaround  of  over  $26  million  in  operating 
profit  in  1987.  Deliveries  of  five-ton  trucks 
for  the  U.S.  Army,  under  a  $1  billion  con- 
tract, will  be  under  way  later  in  1988. 
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Graphic  Industries,  Inc. 


NASDAQ:  Graphl.  28%  compounded  an- 
nual growth  in  earnings  for  past  10  years. 
For  year  ended  Jan.  31, 1988,  sales  up  33%, 
earnings  up  28%. 


I  Fiscal       Sales 

Year         (Mil) 
1988      $223.5 
167.9 
130.4 
92.9 
23.6 

•Restated  to  reflect  3-for-2  stock  split  10/28/87. 
!  vth  for  37  consecutive  years.  Full-line  graphic  communications 
Ten-year  record:  Sales  up  28%;  Average  Return  on  Equity,  30.7%; 
i  ters:  2155  Monroe  Dr.,  Atlanta,  GA  30324. 
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Fiscal 
Year 
1988 
1987 
1986 
1985 
1979 


Net  Income 

(Mil) 

EPS* 

$7.9 

$.83 

6.2 

.64 

4.9 

.52 

3.6 

.38 

.9 

.10 

Healthdyne,  Inc. 


Healthdyne  is  a  provider  of  high  technology 
home  health  care  services,  including  in- 
fusion and  other  therapies,  through  70 
branch  operations  nationwide. 

Healthdyne  recently  entered  the  emerg- 
ing home  pregnancy  monitoring  market, 
which  addresses  one  of  the  country's  largest 
health  care  problems — premature  birth. 
The  Healthdyne  program,  developed  around 
proprietary  software  systems,  is  designed 
to  assist  the  obstetrician  in  managing  a 
high  risk  pregnancy  toward  a  more  suc- 
cessful conclusion. 
Healthdyne  stock  is  traded  Over-The-Counter  under  the  symbol 
HDYN  or  Hlthdyn. 
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Grow  Group,  Inc. 

Grow  Group,  Inc.,  a  leading  producer  of 
specialty  chemical  coatings,  paints  and 
private  label  household  products,  phar- 
maceuticals, health  and  beauty  aids,  re- 
ported revenues  for  fiscal  1987  of  $502 
million  from  continuing  operations.  Grow 
is  in  the  process  of  redeploying  its  assets 
to  maximize  profits,  improve  its  debt-to- 
equity  ratio  and  enhance  stockholders' 
value.  In  January  1987,  Grow  paid  its  21st 
stock  dividend  and  its  95th  consecutive 
quarterly  cash  dividend. 
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Health  Images,  Inc. 

Health  Images,  Inc.  is  the  nation's  leading 
provider  of  fixed-site,  outpatient  magnetic 
resonance  imaging  ("MRI")  services.  Phy- 
sicians are  increasingly  requesting  this 
procedure  to  diagnose  a  variety  of  illnesses. 
In  1987,  revenues  increased  189%  to 
$14,478,000  and  the  Company  achieved 
operating  profitability  and  a  positive  cash 
flow. 

Presently  operating  11  clinics,  Health 
Images  has  4  new  clinics  under  construc- 
tion and  also  operates  an  expanding  di- 
agnostic imaging  equipment  maintenance 
service. 
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Guardian  Bancorp 

GUARDIAN  BANCORP  is  the  holding 
company  of  GUARDIAN  BANK,  an  or- 
ganization dedicated  to  serving  the  busi- 
ness community  in  the  vibrant  Southern 
California  marketplace.  With  no  foreign 
loans  and  a  Premier  Rating  by  the  highly 
respected  Findley  Reports,  the  Bank  is  well 
positioned  to  continue  its  growth  of  assets 
and  profits,  which  over  the  past  two  years 
have  increased  at  a  compounded  rate  of 
44%  and  51%,  respectively.  AMEX:  Ticker 
symbol  "GB." 
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Hexcel  Corporation 


Hexcel  Corporation  (HXL)  achieved  record 
sales,  earnings  and  earnings  per  share  in 
1987  and  is  making  very  good  progress 
towards  achieving  its  1990  goals  of  $500 
million  in  sales  and  a  5  percent  profit  after 
tax.  Sales  in  1987  increased  20  percent  to 
$249.2  million;  earnings  increased  33  per- 
cent to  $12.9  million;  and  EPS  increased 
26  percent  to  $2.87. 

Hexcel  is  an  international  developer  and 
manufacturer  of  honeycomb,  advanced 
composites,  and  specialty  chemicals  and 

resins  used  in  the  commercial  aerospace,  space  and  defense,  and  other 

industries. 
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HON  INDUSTRIES 

1987  Annual  Report 


HON  Industries 

This  office  furniture  industry  leader  had 
record  sales  of  $555.4  million  in  1987.  Net 
income,  third  highest  in  its  history,  was 
$24.8  lillion.  Per  share  earnings  were 
$1.24  HONI  has  paid  132  consecutive 
quarterly  dividends;  current  rate  is  $0.10 
per  share.  20-year  compounded  annual 
growth  rates:  sales  19%,  net  income  17%, 
book  value  18%,  and  cash  dividends  16%. 
Member  NASDAQ. 
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Imo  Delaval  Inc. 


Imo  Delaval  Inc.  is  a  leader  iist 
markets  for  analytical  and  optic .  i 
ments,  electronic  and  mechanics  x 
engineered  products  and  their  sipr 
vices.  Through  integrated  desi|,: 
facturing  and  marketing  effcs 
provides  high-quality,  proprietara 
and  services  to  industrial  and  de  a 
tomers  worldwide. 

Net  income  in  1987  was  $20  a 
or  $2.83  per  share,  on  sales  of  $.  8 
lion.  Cash  flow  was  $31.6  mill 
important  acquisitions  will  add  almost  $300  million  to  sal'  fr 
and  are  expected  to  add  substantially  to  operating  profit.  NB 


House  of  Fabrics,  Inc. 

House  of  Fabrics,  Inc.  posted  a  70%  gain 
in  net  income  for  the  fiscal  year  ended 
January  31,  1988.  Net  income  totalled 
$10,501,000,  equal  to  $1.58  per  share,  as 
compared  to  $6,191,000,  or  94c  a  share,  in 
the  year  earlier.  The  Company's  4th  quarter 
set  an  all-time  earnings  record  at 
$4,334,000,  or  64c  a  share,  compared  to 
the  previous  year's  $2,253,000,  or  34c  a 
share. 
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Imperial  Chemical 
Industries  PLC 

Imperial  Chemical  Industries  | 
is  a  world-class  chemical  comr. 
ufacturing  in  more  than  40  cc 
selling  to  over  150.  ICI  achieved  I 
income  of  $1.4  billion  on  sales; 
billion  in  1987.  (U.S.  sales  exce 
billion.)  Underlying  the  excellel 
is  the  continuing  shift  towar| 
added-value,  science-intensh 
competitive  products.  The  div 
again  increased  in  1987. 
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Houston  Industries 
Incorporated 

Houston  Industries  Incorporated  is  a  di- 
versified holding  company  with  1987  rev- 
enues of  $3.6  billion  and  $9.7  billion  in 
assets.  Its  principal  subsidiary  is  Houston 
Lighting  &  Power  Company,  the  nation's 
eighth  largest  electric  utility  Houston  In- 
dustries' current  annual  dividend  of  $2.88 
provided  a  yield  of  over  nine  percent  at 
prices  prevalent  during  the  first  quarter  of 
1988.  The  Company  has  paid  a  regular 
quarterly  dividend  for  65  consecutive  years. 
Houston  Industries  common  stock  is  traded  under  the  symbol  HOU 
on  the  New  York,  Midwest  and  London  Stock  Exchanges. 
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Indiana  Energy,  ln< 


Indiana  Energy  is  the  holding  cc 
Indiana  Gas  and  other  affiliated  < 
Indiana  Gas,  its  primary  subsi 
gas  distribution  company  serviif 
Hoosier  customers. 

The  annualized  common  stoc 
rate  is  $2.20  per  share.  Fiscal  l| 
sents  the  fifteenth  consecutive 
dividends  paid  have  increased  ovJ 
year.  Dividends  during  this  pa 
increased  at  a  6.5%  annual  cof 
growth  rate. 
The  NYSE  symbol  for  Indiana  Energy,  Inc.  is  IEI,  and  the( 
newspaper  tables  is  IndiEn. 


Hovik  Medical 
Corporation 

Hovik  Medical  Corp.  (HMC-VSE)  has 
emerged  from  8  years  of  R&D  to  offer  the 
S2  billion  (U.S.I  heart  monitoring  market 
a  new  technology  in  medical  equipment 
which  will  revolutionize  electrocardiog- 
raphy. A  portable  3'/}  oz.  "Body-Pac"  uti- 
lizing new  generation  electrodes,  transmits 
realtime  or  compressed  analyzed  ECG 
signals  and  heart  rate  rhythms,  from  any- 
where to  receiving  stations  at  hospitals, 
clinics,  etc.  The  user  can  be  monitored  or 
yday  activities  as  well  as  before  or  after 
W    Wuvik"  heart  monitoring  systems. 
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The  InFerGene  Coi 

InFerGene  is  a  biotechnology! 
which  develops,  manufactures! 
tributes  products  for  the  medice 
tics  and  food  processing  indus 
company's  proprietary  technolojB 
to  make  enzymes  and  proteins* 
variety  of  medical  and  industrial 
tions.  In  addition,  the  company** 
rapid  detection  diagnostic  kits  ft m 
transmitted  diseases,  notably  Im 
chomonas  and  chlamydia. 
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International  Minerals 
&  Chemical  Corporation 

(IMC) 

IMC's  restructuring  strategy  aims  to 
maximize  shareholder  value  by  broadening 
into  higher  growth  industries  while  re- 
ducing dependence  on  commodity  busi- 
nesses, including  the  recent  public  offering 
of  52  percent  of  IMC's  fertilizer  unit.  With 
its  acquisition  of  Mallinckrodt,  IMC  be- 
came a  major  player  in  medical  products, 
i,  :y  chemicals,  and  flavors  and  fragrances.  IMC's  Pitman-Moore 
i  iry  is  one  of  the  world's  leading  animal  health  and  nutrition 
[  lies. 
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JWP  Inc. 

JWP  Inc.  is  a  rapidly  growing  technical 
services  concern  providing  office  systems 
and  services  nationwide  to  commercial  and 
institutional  customers.  JWP  also  owns 
and  operates  the  largest  investor-owned 
water  utility  in  New  York  State  and  is 
capitalizing  on  the  strengths  of  its  core 
businesses  to  establish  itself  in  the  growing 
market  for  energy  and  environmental 
systems. 

For  1987,  its  sixth  straight  year  of  record 
revenue  and  net  income,  JWP  revenues  in- 
creased to  $637,100,000,  up  68%  from  $378,900,000  in  1986,  while 
net  income  increased  to  $22,200,000  in  1987,  up  64%  from  $13,510,000 
in  1986.  (NYSE  Symbol:  JWP). 
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International  Platinum 
Corporation 

Toronto-based  International  Platinum 
Corporation  is  one  of  the  leading  platinum 
exploration  companies  in  North  America 
with  interests  held  in  nineteen  properties 
throughout  Canada  and  the  U.S.A.  Joint 
venture  partners  are  West  German-based 
Degussa  AG  and  British  Petroleum.  Major 
shareholders  are  Lazard  Freres  and  Allen 
&  Company  of  N.Y.  and  Hong  Kong-spon- 
sored Jenkim  Holdings.  The  company's  ac- 
tivities include  gold  and  oil  exploration 
ligh  grade  silver  mine  being  readied  for  production.  IPCO  is 
n  the  Toronto  Stock  Exchange  under  the  trading  symbol  1PN. 
lication  has  been  made  for  a  NASDAQ  listing.  j-q 


Kelly  Services,  Inc. 

Kelly  Services,  Inc.,  the  nation's  largest 
supplier  of  temporary  help,  provides  ser- 
vices in  the  areas  of  office  clerical,  light 
industrial,  marketing,  technical  support 
and  in-home  care.  Sales  for  1987  were  $1.16 
billion,  a  12  percent  increase  over  1986. 
Net  earnings  were  38  percent  higher.  The 
company  announced  a  3-for-2  stock  split 
and  16th  consecutive  annual  dividend  in- 
crease in  1987.  The  report  highlights  the 
development  of  new  training,  testing  and 
recruiting  programs. 
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Ivaco  Inc. 

(IVA) 
Ivaco  is  one  of  North  America's  impor- 
tant steel  producers.  It  has  four  modern 
electric  furnace  "midi"  mills  which  have 
steelmaking  and  rolling  capacity  exceeding 
2  million  tons.  It  is  adept  at  the  production 
of  plain  carbon  as  well  as  alloy  steels,  and 
its  manufacturing  plants  produce  a  wide 
range  of  finished  products. 

Ivaco  has  70  plants,  of  which  43  are  in 
Canada,  26  in  the  U.S.  and  one  in  Australia. 
It  employs  some  12,000.  In  1987,  Ivaco 
$33.3  million  on  sales  of  $2.2  billion.  It  is  listed  on  the 
Montreal  Stock  Exchanges. 
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Kemper  Corporation 

Kemper  Corporation  has  diversified  over 
the  years  to  emerge  as  a  major  competitor 
in  property-casualty  insurance,  life  insur- 
ance, reinsurance  and  investment  services. 
The  company's  balanced  business  mix,  fi- 
nancial strength  and  competitive  spirit 
have  enabled  it  to  achieve  growth  in  earn- 
ings and  sales,  providing  an  average  annual 
total  return  on  stockholders'  equity  of  15.7 
percent  over  the  last  10  years. 
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J.  P.  Industries,  Inc. 

J.  P.  Industries  is  a  global  manufacturing 
and  marketing  company  which  has  pro- 
vided an  average  earnings  per  share  growth 
of  35  percent  per  year  over  the  past  five 
years.  The  Company  is  currently  involved 
in  two  major  business  sectors,  transpor- 
tation products  and  plumbing  products, 
and  is  a  major  worldwide  competitor,  es- 
pecially in  the  automotive  aftermarket. 
Fiscal  1987  net  income  increased  37  percent 
to  $14.8  million,  or  $1.32  per  share,  com- 
pared to  $10.8  million,  or  $1.08,  in  1986. 
Sales  over  the  year  climbed  65  percent,  to 
$386.5  million. 
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Knight-Ridder,  Inc. 

Knight-Ridder,  Inc.,  is  a  $2.1  billion  world- 
wide communications  company  engaged 
in  newspaper  publishing  (30  daily  papers), 
an  array  of  business  information  services, 
television  broadcasting  (eight  TV  stations), 
cable  television  operations  and  newsprint 
production.  Knight-Ridder  touches  the  hves 
of  nearly  100  million  people  each  day  with 
its  news  and  information  services.  Knight- 
Ridder  common  stock  is  traded  on  the 
NYSE  under  the  symbol  KRI. 
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LA.  Gear,  Inc. 


L.A.  Gear  is  a  rapidly  growing  designer 
and  marketer  of  innovative  and  fashionable 
athletic  and  leisure  footwear.  Since  1985, 
sales  have  increased  sevenfold  and  are  ex- 
pected to  at  least  double  in  1988.  The 
unique  footwear  designs  marketed  by  L.A. 
Gear  have  established  the  company  as  a 
leader  in  the  $3.1  billion  domestic  market 
and  a  growing  presence  in  the  $10  billion 
international  market. 
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Lilly  Industrial  Coating 
Inc. 

Lilly  is  a  leading  company  that  formula 
produces  and  sells  protective  and  di 
coatings  which  are  factory-apphej 
manufacturers  of  furniture,  appliai  I 
business  machines  and  other  prod  I 
Lilly  is  the  world's  largest  supplier  of :  I 
and  copper  solutions  for  coating  glas:  I 
plastic.  Earnings  and  sales  for  the  last : 
year  reached  record  highs.  Lilly  ha 
creased  dividends  every  year  for  ovi 
years. 
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The  Lamson  &  Sessions  Co. 

LAMSON  &  SESSIONS  IS  A 
"NEW"  COMPANY 
An  astute  acquisition  plus  three  years  of 
hard  work  equals  The  New  Lamson  &  Ses- 
sions Co.,  once  again  a  growth  company, 
once  again  worthy  of  investors'  attention. 
1987  was  great;  1988  will  be  even  better. 

1987  1986 

(In  thousands,  except  per  share  data) 
Net  sales  $340,359    $129,453 


Net  earnings  (loss)  9,775 

Per  share  (loss)  $1.14 

Shareholders'  equity  56,288 

Book  value  per  share  $4.62 


(7,303) 

($1.25) 

20,087 

$2.84 
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La  Teko  Resources  Ltd. 

La  Teko  is  a  low-cost  gold  producer  using 
the  heap  leach  method  of  extraction.  The 
first  year  results  from  its  Ryan  Lode  Prop- 
erty realized  a  profit  in  excess  of 
$1,000,000.00  on  a  production  of  3,700 
ounces  The  Production  Schedule  for  1988 
is  15,000 ounces.  La  Teko  has  drill  indicated 
reserves  of  250,000  ounces  Reserves  are 
expected  to  increase  dramatically  with 
further  drilling.  New  property  acquisitions 
arc  in  the  works. 
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Lawson  Products,  Inc. 

1987  net  advanced  43.2%  to  $18  million 
over  $12.5  million  in  1986  Net  per  share- 
was  SI  83  \s  SI  28  in  1986.  1987  sales 
were  $147.5  million,  an  8  6%  gain  over 
1986. 

In  1987  the  average  order  size  increased 
as  well  as  the  total  orders  shipped. 

Lawson  Products  is  a  distributor  ot  ne- 
cessity products,  expendable  maintenance 
repair  and  replacement  parts  and  supplies 
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Masco  Corporation 


percent  annually  over  the  next 


approaching  or  exceeding  $3  billion. 


"A  Unique  Consumer  Pr 
Growth  Company" 

Masco  Corporation,  a  u| 
growth  company  with  lead 
market  positions,  has  report 
consecutive  years  of  ear 
creases.  Sales  and  earnings  i 
this  period  have  increased 
erage  annual  compound  ra| 
approximately  20  percent. 

Masco  manufactures  Bu| 
and  Home  Improvement  Pre 
and  Home  Furnishings  and 
Specialty  Consumer  Produ 

Send  for  our  1987  Annual  1 

to  learn  why,  we  believe,  Mj 

earnings  will  continue  to  j 

an  average  annual  rate  of  15 

five  years,  with  our  sales  in* 


MidSouth  Bancorp,  ln| 

"It  is  phenomenal  that  a  bank  only  I 
years  old  with  assets  of  $58  mill 
doing  so  many  things.  MidSouth  is  all 
Louisiana's  largest  SBA  lender,  and  ffl 
second  straight  year  was  the  only  1 
based  bank  to  increase  assets  |107^ 
show  a  profit.  The  bank  also  receiv 
highest  rating  from  the  Sheshunoff| 
Performance  Bank  Rating  Service  : 
market. 

Fred  C. 
(s.l 
Commissioner  of  Financial  Instin  i 


ADVERTISEMENT  11 


lasco  Industries 


"A  Unique  Industrial  Growth 
Company" 

Masco  Industries  is  a  technol- 
ogy-based company  whose  cor- 
porate objective  is  to  achieve 
above-average  growth  by  utilizing 
our  design,  engineering  and  man- 
ufacturing skills  to  develop  in- 
novative processes  and  products 
for  an  expanding  number  of 
markets. 

As  we  strive  to  accomplish  our 
objective  of  increasing  earnings  per 
common  share  over  the  next  five 
years,  on  average,  at  least  20-25 
percent  annually,  we  believe  we 
will  demonstrate  that  we  are  a 
unique  industrial  growth 
company. 

isco  Industries  manufactures  custom-engineered  and  specialty 

ucts  for  commercial  and  industrial  customers. 
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Morrison  Knudsen 
Corporation 

Operating  units  of  Morrison  Knudsen 
Corporation  provide  worldwide  engineering 
and  construction  services,  construction  and 
project  management,  as  well  as  operate 
coal,  lignite,  limestone,  and  precious  met- 
als mines  under  long-term  contracts.  In 
addition,  the  corporation  remanufactures 
transit  cars  and  locomotives  at  two  major 
industrial  facilities,  and  wholly  owned 
National  Steel  and  Shipbuilding  operates 
the  largest  shipbuilding,  ship  repair  yard 
on  the  West  Coast.  Revenues  of  Morrison  Knudsen  in  1987  totaled 
$1,856  million  and  backlog  of  uncompleted  contracts  stood  at  a  record 
high  of  $3,510  million  at  year-end. 
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Muscocho  Explorations 
Ltd. 

A  gold  producer  since  1983,  Muscocho 
Explorations  Ltd.  is  expanding  production 
dramatically  by  bringing  two  new  mines 
to  production,  one  in  1988  and  the  other 
early  in  1989.  Production  will  mount  from 
an  annualized  rate  of  20,000  oz.  to  roughly 
100,000  oz.  A  heavy  exploration  campaign 
is  maintained;  several  projects  are  consid- 
ered quite  promising.  Shares  trade  inter- 
nationally— NASDAQ  in  the  U.S.,  Toronto 
and  Montreal  Exchanges  in  Canada,  over- 
the-counter  in  the  U.K. 
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Minnesota  Power 

A  colorful  and  informative  report  describing 
the  "competitive  edge"  maintained  by 
Minnesota  Power,  its  subsidiaries  and  its 
customers. 

Minnesota  Power  provides  electric  ser- 
vice in  central  and  northeastern  Minnesota. 
Non-electric  businesses,  operated  through 
subsidiary  companies  in  nine  states,  in- 
clude paper  manufacturing  and  telephone, 
natural  gas,  water  and  wastewater-treat- 
ment  utilities. 
The  1987  Report  discusses  management 
iges  occurring  in  1988  and  features  four  pages  describing  the 
r  )any's  new  papermaking  venture  in  partnership  with  Pentair  Inc. 
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Minnesota  Power  1987  Report 


NCNB  Corporation 

NCNB  is  the  largest  super-regional  banking 
company  in  the  Southeast,  the  most  at- 
tractive banking  market  in  the  U.S.  We 
are  committed  to  delivering  both  growth 
and  profitability  to  shareholders.  NCNB's 
financial  strength  is  measured  by  our 
above-average  profitability,  credit  quality 
and  strong  capital  base.  Our  current  val- 
uation presents  an  excellent  opportunity 
based  upon  NCNB's  history  of  earnings 
and  dividend  growth  and  capital 
appreciation. 
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Morgan  Stanley  Group 
Inc. 

Morgan  Stanley  Group  Inc.  is  a  major  in- 
ternational securities  firm  providing  ser- 
vices on  a  worldwide  basis  to  a  large  and 
diversified  group  of  clients,  including 
multinational  corporations,  governments, 
emerging  growth  companies,  financial  in- 
stitutions and  individual  investors.  Its 
businesses  include  securities  underwriting, 
distribution  and  trading;  merger,  acquisi- 
tion, restructuring  and  other  corporate  fi- 
nance activities,  including  merchant 
mg;  stock  brokerage  and  research  services;  asset  management; 
ading  of  futures' options,  foreign  exchange  and  commodities; 
I  orporate  real  estate  advice.  75 

I. 


New  England  Electric 
System 


A  public  utility  holding  company  with 
subsidiaries  serving  customers  in  Massa- 
chusetts, Rhode  Island  and  New  Hamp- 
shire. 1987  earnings  per  average  share  were 
$3.05,  a  14.6%  return  on  average  common 
equity.  Dividends  paid  every  quarter  since 
common  shares  were  first  issued  in  1947. 
Recent  2%  increase,  to  annual  rate  of  $2.04 
per  share,  was  the  ninth  increase  in  seven 
years.  Experienced  growth  in  sales  to  ul- 
timate customers  of  5.8%  in  1987 — the 

strongest  year  for  sales  since  1973.  Second-lowest-cost  provider  of 

electricity  among  major  utilities  in  New  England. 
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Newfields  Minerals  Inc. 

NWM  =  TSE,  VSE  NWMIF  =  NASDAQ 
A  Canadian  mining  company  involved  in 
several  North  American  precious  metals 
projects.  Leading  project  is  in  the  Kirkland 
Lake,  Ontario  gold  camp  (past  production 
23  million  oz.  gold).  This  50/50  joint  ven- 
ture with  Teck  Corporation  is  proceeding 
with  underground  development  of  an  ore 
body  with  drill  indicated  reserves  of 
400,000  tons  of  0.25  oz.  gold/ton  and  po- 
tential reserves  of  2,000,000  tons. 
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NORD  Resources 
Corporation 

Nord's  exciting  industrial  mineral 
erties  are  complemented  by  gold  and : 
tegic  mineral  assets  in  the  Pacific  F 
with  one  Western  Australia  gold  prop 
on  stream  and  another  expected  in  IS 
Nord's  titanium  dioxide  (a  major 
stituent  in  paint  pigment)  and  paper  c 
ing  clay  operations  at  its  Georgia  ka 
mines  resulted  in  record  revenues  in  1 
(NYSE:NRD) 


Newhawk  Gold  Mines 
Ltd. 

Newhawk  Gold  Mines  Ltd.  is  a  Canadian- 
based  precious  metals  exploration  and  de- 
velopment company.  Through  its  affiliation 
with  Lacana  Mining  Corp.  (Royex  Group) 
and  Granduc  Mines  Ltd.  (Hecla  Mining 
Co.)  Newhawk  is  developing  the  Sulphurets 
property,  a  large  high  grade  gold  and  silver 
deposit  in  northwestern  British  Columbia, 
Canada.  The  1987  Annual  Report  docu- 
ments the  advanced  stage  of  this  property 
together  with  the  preliminary  production 
plans  and  details  of  additional  exploration 
properties. 
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Norfolk  Southern 
Corporation 

Norfolk  Southern  Corporation  is  a  Virgi 
based  holding  company  that  owns  anc 
erates  two  major  freight  railroads,  Nor 
and  Western  Railway  Company 
Southern  Railway  Company,  and  a  m 
carrier,  North  American  Van  Lines, 
Extraordinary  changes  in  1987,  inclui 
a  one-time  special  charge,  will  make " 
Thoroughbred  of  Transportation"  le. 
and  better  position  it  in  the  highly  cj 
petitive  transportation  environment 


•  A  state-of-the-art  grade 
Gold  to  optimize  profits 
NYSE  Symbol:  NGC 


Newmont  Gold  Company 

Newmont  Gold  Company  operates  five 
mines  and  has  a  total  of  17  orebodies  and 
prospects  on  the  Carlin  Trend  in  Nevada. 
The  company  has: 

•  15  million  ounces  of  gold  reserves — the 
largest  announced  in  North  America. 

•  An  aggressive  expansion  plan  to  make 
Newmont  Gold  the  largest  North  Amer- 
ican producer  in  1988,  with  production 
reaching  1.6  million  ounces  annually  in 
1991. 

control  system  which  enables  Newmont 
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Northeast  Utilities 

Northeast  Utilities  (NU)  is  one  of  the| 
est  utilities  in  the  country  and  the  la 
in  New  England.  The  NU  system 
more  than  1.3  million  customers  in  i 
necticut  and  western  Massachusetts! 
emergence  of  competition  in  the  elel 
utility  industry  poses  new  challengf 
NU,  which  is  responding  with  a 
part  strategy  of  improved  customer  & 
cost  reduction,  and  rate  redesign. 
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Nixdorf  Computer  AG 

In  the  1987  financial  year,  Nixdorf 
strengthened  its  international  position  as 
a  supplier  of  complete  information  tech- 
nology solutions. 

In  a  strategic  investment  program  aimed 
at  maintaining  its  competitive  advantage, 
the  Croup  deployed  substantial  funds  to 
reinforce  its  skills  and  resources  tor  the 
future. 

id  revenue  in  1987  rose  13  percent, 

to  about  DM  5.1  billion.  Net  income  was 

up  19  percent,  to  DM  264  million.  Fixed 

>carch  ami  dev  .•lopment  increased 

billion  Nixdorf '8 global  support  network 

id  service  bases  in  46  countries.  r>o 


Novell,  Inc. 


Novell,  Inc.,  is  the  world's  largest  ind 
dent  provider  of  local  area  networl 
(LAN)  software  connectivity  prod  J 
Over  the  course  of  five  years,  the 
pany's  NetWare  operating  system  ha 
come  the  most  popular  operating 
for  LANs. 

Novell  products  extend  network 
mumcations  to  corporate  minicomp 
and  mainframes,  providing  the  ca| 
for  interconnecting  a  wide  variety  of  ■ 
puting  resources. 
Novell  is  headquartered  in  Provo,  Utah  with  regional  of | 
throughout  the  world. 
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Numac  Oil  &  Gas  Ltd. 

Numac,  a  Canadian  natural  resources 
company  listed  on  the  Toronto  and  Amer- 
ican stock  exchanges  |NMC),  is  actively 
engaged  in  the  search  for  crude  oil  and 
natural  gas  reserves  in  Western  Canada. 
The  Company  has  crude  oil  and  liquids 
reserves  of  19.8  million  barrels  and  gas 
reserves  of  228  billion  cubic  feet.  During 
1987,  daily  production  averaged  4,126  bar- 
rels of  crude  oil  and  liquids  and  9.0  million 
cubic  feet  of  natural  gas.  At  year-end,  crude 
oil  and  liquids  production  exceeded  5,000 

Is  per  day.  The  Company  also  has  significant  interests  in  heavy 

id  uranium. 
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PacifiCorp 


A  diversified  electric  utility,  PacifiCorp 
(NYSE/LSE:  PPW)  derives  51  percent  of  its 
$2.2  billion  in  annual  revenues  from  non- 
electric sources.  Operations  include  Pacific 
Power,  the  largest  investor-owned  electric 
utility  in  the  Pacific  Northwest;  NERCO, 
a  coal,  silver  and  gold  mining  subsidiary; 
Pacific  Telecom,  a  telecommunications 
subsidiary,  and  PacifiCorp  Financial  Ser- 
vices, an  asset-management  firm.  1987 
EPS:  $3.60— up  4  percent  from  1986.  An- 
nual dividend:  $2.52. 
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NYNEX 

NYNEX  is  a  leader  in  the  information  and 
communications  industry  with  assets  of 
$22.8  billion  and  a  telecommunications 
heritage  of  more  than  100  years.  We  provide 
advanced  network  services  through  New 
England  Telephone  and  New  York  Telephone 
and  have  ten  other  companies  in  infor- 
mation and  office  systems,  business  ser- 
vices, software,  and  publishing.  In  today's 
Information  Age,  the  answer  is  NYNEX. 
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Par  Pharmaceutical,  Inc. 

Par  Pharmaceutical,  Inc.  is  a  leading  man- 
ufacturer in  the  dynamic  generic  drug  in- 
dustry. In  fiscal  year  1987,  Par  maintained 
its  impressive  growth  with  earnings  in- 
creasing 135%  over  fiscal  year  1986,  on  a 
sales  increase  of  100%.  Net  income  sur- 
passed $10  million. 

In  1987,  Par  was  listed  No.  44  by  Forbes 
Magazine  of  "The  200  Best  Small  Com- 
panies in  America."  Also  in  1987,  Par  in- 
troduced over  90  new  products,  including 
a  number  of  today's  most  prescribed  med- 
ications, with  an  estimated  market  potential  of  nearly  $1.0  billion. 

Par  looks  forward  to  the  1988  fiscal  year  with  more  new  products, 
increased  manufacturing  capacity  and  new,  innovative  product 
development  and  marketing  strategies.  03 


The  Ohio  Mattress 
Company 

1987  was  our  best  year — ever! 

•  Sales  up  101% 

•  Net  earnings  up  101% 

•  Book  value  per  share  up  44% 

•  Unbroken  record  of  quarterly  cash 
dividends  since  going  public  in  1970 

During  the  year,  we  acquired  100%  of 
Sealy,  Inc.,  reinforcing  our  position  as  the 
world's  largest  bedding  manufacturer. 

THE  OHIO  MATTRESS  COMPANY 
NYSE  SYMBOL:  OMT 
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Patten  Corporation 

Fiscal  1988  estimates: 
— 46%  revenue  growth 
— 48%  net  income  growth 

Actual  results  available  June  1  in  our  1988 

Annual  Report 
Past  performance: 

Net 
Sales  Income 

(mills)  (mills)  EPS 

1988  Available  lune  1  in  Annual  Report 

1987  $81.6  $9.4  $.73 

1986  35.0  4.0  .44 

1985  19.2  .9  .15 

1984  11.5  .5  .08 

1983  4.4  .4  .07 

Patten  Corporation,  the  largest  retail  marketer  of  undeveloped  rural 

properties  to  residents  of  metropolitan  areas,  has  offices  along 

the  entire  eastern  seaboard  as  well  as  coast  to  coast.  q* 


Overseas  Shipholding 
Group,  Inc. 

OSG,  one  of  the  world's  largest  bulk  ship- 
ping companies,  is  engaged  in  the  ocean 
transportation  of  liquid  and  dry  bulk  com- 
modities in  both  the  U.S.  and  worldwide 
markets.  It  owns  and  operates  a  fleet  of  61 
vessels,  aggregating  5.6  million  deadweight 
tons  (dwt),  and  has  on  order  12  newbuild- 
ings,  totaling  1.3  million  dwt.  OSG's  strong 
financial  condition,  its  growth  record,  and 
the  prospects  for  the  bulk  shipping  markets 
are  detailed  in  the  Company's  1987  Annual 
Report.  (NYSE,  PSE:  OSG) 
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Pegasus  Gold  Inc. 

Pegasus  has  become  a  highly  profitable 
gold,  silver,  lead  and  zinc  producer  from 
its  open  pit  mining  and  processing  oper- 
ations in  the  United  States.  Pegasus  earned 
$0.70  per  share  in  1987  on  sales  of  $110 
million.  Gold  production  in  1988  is  forecast 
at  270,000  ounces,  in  addition  to  signifi- 
cant silver,  lead  and  zinc  production. 
Pegasus  is  traded  on  NASDAQ  (PGULF) 
and  on  the  TSE  (PGU). 
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Pennsylvania  Power  & 
Light  Company 

PP&L  provides  electric  service  in  Central 
Eastern  Pennsylvania.  Earnings  per  share 
in  1987  were  $3.32,  an  increase  of  $.22 
from  1986  levels.  Electric  energy  sales  were 
5.9  percent  higher  in  1987  than  in  1986. 
PP&.L  has  paid  common  stock  dividends 
continuously  since  1946.  The  annual  div- 
idend rate  on  common  stock  was  increased 
to  $2.76  in  1988,  the  tenth  consecutive 
year  of  dividend  increases. 
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Premiei^wkjstrial 
Corporation 

Premier — a  leading  industrial  distr 
of  products  ranging  from  elect 
components  to  high  performanc 
teners,  specialty  lubricants  and  fire' 
ing  accessories — has  recorded  eai 
gains  in  26  out  of  28  years  as  a 
company.  Through  nine  months  of 
1988,  Premier  is  again  setting 
records  with  revenues  and  earnin 
14%  and  33%  respectively.  (NYSE: 


Phillips  Petroleum 
Company 

Phillips  Petroleum  Company  enters  1988 
with  a  major  new  program  designed  to 
improve  the  profitability  of  the  company, 
even  in  the  current  environment  of  flat  or 
slowly  rising  oil  prices. 

Phillips  1987  Annual  Report  relates  how 
the  company  expects  to  lower  costs,  im- 
prove the  efficiency  of  its  exploration  effort 
and  increase  capital  investment  in  areas 
of  the  business  that  have  good  potential. 
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1987  ANNUAL  REPORT 


Primerica 

Primerica  Corporation  (NYSE:  PA 
leading  diversified  services  company 
cipally  engaged  in  financial  service 
specialty  retailing.  Formerly  America 
Company,  Primerica  has  made  a  dra 
transformation  during  the  past  six  y< 
away  from  manufacturing  and  intfl 
service  sector  of  the  economy.  Prir 
is  dedicated  to  a  program  of  int 
growth,  selective  acquisitions  and 
investments  to  maximize  share! 
value.  Its  1987  revenues  were  $3.8  b 
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PLY  GEM  Industries,  Inc. 

PLY  GEM  (AMEXPGI)  is  a  national  man- 
ufacturer and  distributor  of  specialty 
products  for  the  home  improvement  in- 
dustry. Pursuing  a  high  profit  niche  mar- 
keting strategy,  the  company  has  attained 
leadership  positions  in  growing  markets. 
Since  1982,  PLY  GEM  has  achieved  5 
year  compound  annual  growth  rates  of  40% 
in  sales  and  47%  in  profits.  Rapid  internal 
growth  by  its  entrepreneurial  companies 
and  a  strategic  acquisition  program  pro 
duced  record  results  for  1987. 
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Public  Service  Comp| 
of  Colorado 

Colorado's  largest  investor-owned  ej 
and  gas  utility  serves  75%  of  the 
3.3  million  population.  Annual  eal 
reached  a  record  high  in  1987,  folloj 
record  low  in  1986. 

Investment  benefits  include  a  9*5fl 
dend  yield,  strong  balance  sheet,  hig 
flow,  good  earnings  quality,  growth  i 
territory  and  no  power  plants 
construction. 

The  Company  pays  a  $2.00  divide)! 
has  an  open-market  dividend  reinves| 
program. 


Portland  General 
Corporation 

Portland  General  Corp.  (NYSE-PGN)  pre- 
pares for  its  second  century  in  business 
with  a  sound  strategic  direction  for  growth 
in  thr  energy  business  and  limited  cxpan- 
sion  into  qualitv  r-.-al  estate  developments 
and  financu.1  servii 

principal  subsidiary,  Portland  General 

.     Co.,  supplies  power  to  545,000 

omers  in  ( began—  nearly  44%  of  the 
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Public  Service  Comp 
of  New  Mexico 

Public  Service  Company  of  New 
is  a  combined  utility,  providing  ( 
and  natural  gas  utility  services  t 
Mexico.  PNM  has  pursued  a  restrut 
plan  to  meet  the  customized  needs 
ditional  and  emerging  markets, 
structuring  plan  includes  the  form£ 
a  holding  company  with  retail  distr 
and  wholesale  generation  and  transr 
businesses. 
In  1987,  PNM  generated  $690  i 

in  utility  revenues  and  had  net  earnings  of  $95  million   PNN 

assets  of  $2.8  billion. 
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Public  Service 
Enterprise  Group  Inc. 

Enterprise  Group  is  a  holding  company  for 
Public  Service  Electric  and  Gas  Company, 
the  nation's  third  largest  combination 
electric  and  gas  utility,  serving  75%  of 
New  Jersey's  population. 

Enterprise  has  nonutility  investments 

in  gas/oil  properties  and  production,  small 

electric  power  projects,  passive  financial 

investments,  and  recently  launched  a  real 

estate  development  company. 

Assets  approximate  $10.9  billion.  About 

00  common  stock  shareholders  receive  dividends  of  $2.00  per 

annually.  Dividends  have  been  paid  continuously  since  1907, 

consecutive  increases  for  12  years. 
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Ribi  ImmunoChem 
Research,  Inc. 

A  leading  developer  of  adjuvants  (immune 
stimulators),  Ribi  ImmunoChem  has  two 
potential  cancer  therapeutics  in  clinical 
trials,  is  working  with  the  U.S.  Army  on 
a  malaria  vaccine  and  is  initiating  human 
testing  of  a  product  to  prevent  post-surgical 
infections.  In  contrast  to  other  approaches, 
Ribi  ImmunoChem  designs  its  products 
to  enhance  the  ability  of  the  body's  own 
immune  system  to  fight  disease. 
(NASDACvRIBI) 
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Questar  Corporation 

Questar  Corporation  is  a  diversified  energy 
company  with  strong  fundamentals,  in- 
cluding a  distinctive,  integrated  organi- 
zation, conservative  financial  structure, 
and  a  growing  customer  base.  The  company 
has  paid  over  170  consecutive  dividends, 
and  has  raised  the  dividend  15  times  in  the 
past  15  years.  From  its  Salt  Lake  City, 
Utah,  headquarters,  Questar  engages  in 
retail  natural  gas  distribution,  interstate 
gas  transmission  and  oil  and  gas  exploration 
and  production. 
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Ruskin  Developments 
Ltd. 

Ruskin  Developments'  (RKLMF-NASDAQ) 
"Hilltop"  is  a  proven  gold  property  with 
more  than  760,000  ounces  "in  situ"  located 
in  the  very  heart  of  North  America's  most 
prolific  and  well-known  gold-producing 
region:  Nevada's  Battle  Mountain  gold 
trend.  Pending  the  outcome  of  negotiations 
with  five  major  mining  companies,  Ruskin 
expects  the  "Hilltop"  to  be  in  production 
during  1989,  realizing  net  income  of  $3 
million  during  the  mine's  first  full  year  of 
operation. 
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RTE  Corporation 

RTE  is  a  diversified  manufacturer  of  prod- 
ucts that  put  electric  power  to  work  in 
homes,  offices  and  workplaces.  Electrical 
equipment  for  utilities  includes  distribu- 
tion transformers  and  connectors.  Elec- 
tronic products  serve  a  diverse  range  of 
consumer  products  and  computer  tech- 
nology OEMs.  1987  sales  were  up  5%,  at 
$348  million,  with  $2.21  EPS.  In  1988  the 
annual  dividend  was  increased  6%,  to  $.72 
per  share,  the  seventh  year  in  which  de- 
clared dividends  have  increased.  NYSE 
Symbol:  RTE. 
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SNET 

SNET  is  an  independent  telecommunica- 
tions company  supplying  network  services, 
information  management  systems,  and 
communications  equipment.  Our  core 
business  in  Connecticut  serves  over  1.5 
million  customers.  We  also  offer  diversified 
telecommunications  services  within  and 
beyond  the  state,  including  cellular  mobile 
phone  service  and  fiber  optic  transmission. 
SNET  generates  nearly  $1.5  billion  in  an- 
nual sales  and  revenues,  and  our  dividend 
has  increased  yearly  since  1978. 
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Realty  South  Investors, 
Inc. 

(ASE:  RSI)  Realty  South  is  a  tax-qualified 
real  estate  investment  trust  (REIT)  in- 
vesting in  income-producing  commercial 
real  estate  properties  in  the  dynamic 
Southeast.  Investments  are  in  shopping 
centers,  office  parks,  and  business  centers 
in  growth  markets,  with  a  strong  presence 
in  the  Atlanta  market.  As  a  REIT,  Realty 
South  pays  out  at  least  95%  of  taxable 
income  in  dividends  to  shareholders.  Cur- 
rent annualized  dividend  rate:  $1.12  per 
share. 
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Seitel,  Inc. 


Seitel,  Inc.  is  engaged  in  the  development 
of  a  proprietary  seismic  data  bank,  a  prin- 
cipal tool  used  by  companies  in  exploration 
for  oil  and  gas  accumulations. 

Our  seismic  data  bank  is  being  developed 
in  the  most  active  domestic  United  States 
exploration  provinces  by  an  expert  team 
of  technical  and  marketing  professionals. 

Recent  clients  include  most  major  and 
many  independent  oil  and  gas  exploration 
companies. 
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Skyline  Explorations  Ltd. 

LISTED  TORONTO  &  VANCOUVER 
STOCK  EXCHANGES  TRADING  SYM- 
BOL SKX.  The  Company  owns  approxi- 
mately 16,000  acres  in  the  Iskut  River  area 
of  Northwestern  British  Columbia.  Proven 
reserves  consist  of  358,000  tons  grading 
.789  ounces  of  gold  per  ton.  Exploration 
to  continue  proving  up  new  tonnage  along 
with  production  scheduled  to  begin  by  mid- 
1988. 
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Teleflex  Incorporated 


For  the  thirteenth  consecutive  year,  Te 
revenues  reached  record  levels.  Revel 
advanced  25  percent  over  1986  leve 
$271.8  million.  Net  income  increase 
percent  to  $19.7  million.  Earnings  per 
grew  from  $1.51  to  $1.79  per  share,  adji 
for  a  two-for-one  stock  split  in  1986 
Teleflex  uses  its  extensive  engine 
capabilities  in  the  design,  developmen 
delivery  of  proprietary  products  anc 
vices  to  achieve  niche  positions  in  tf 
fense/aerospace,    medical   prodi 

turbomachinery  repair,  automotive,  pleasure  marine  and  indu: 

markets. 


Southwestern  Bell 
Corporation 

Southwestern  Bell  Corporation  is  a  family 
of  growing  companies  offering  communi- 
cations services  and  products  to  customers 
on  a  regional,  national  and  international 
basis. 

1987:  Assets:  $21.5  billion. 

Revenues:  $8.0  billion. 

Earnings  Per  Share:  $3.48. 

Write  Southwestern  Bell  Corporation, 
One  Bell  Center,  38-F-6,  St.  Louis,  MO 
63101. 
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Telephone  &  Data 
Systems,  Inc. 

Telephone  and  Data  Systems,  Inc.  ("T 
is  a  diversified  growth  oriented  tele 
munications  company,  dedicated  to 
viding  high-quality  service  and 
earnings  to  its  shareholders.  It  cu 
operates  72  telephone  companies  sei 
approximately  236,000  access  lines  i 
states;  provides  radio  paging  servici 
31  major  markets,  with  over  114,000  p 
in  service;  and  is  managing  partner 
cellular  markets,  with  plans  to  star 
erations  in  15  additional  markets  by 
end  1988. 


Systems  Display 
International,  Inc. 


Systems  Display  International, 
Inc.,  produces  and  markets  pat 
ented  multi-image  advertising 
displays,  trademarked  Eclipse,  tor 
use  in  retail  locations.  Five  or  more 
printed  advertisements  are  pre- 
sented in  the  space  of  a  single  dis- 
play. Each  graphic  image  changes 
to  the  next  in  a  captivating    dis- 
solve" motion    Ranging  in  size 
from  counter  displays  to  small 
billboards,   multi-year  Eclipse 
programs  are  in  development  for 
a  number  of  Fortune  500  advertis- 
ers. Aimed  at  the  growing  $11  bil- 
lion   U.S.    point-of-purehjse 
advertising  industry,  Eclipse  dis- 
plays generate  ongoing  revenues 
through  sale    >l  r.is\  to  replace  graphics  packages.  Sales  are  projected 
$35  million  ova  the  next  three  years.  Companies  in  major 
ti  iting  !.<i  Eclipse  product  rights;  the  Canadian 
Otto  i  innovative  products  are  scheduled  tor 
I  -'Sr.  trading  symbol:  SMD.V) 


Transamerica 
Corporation 

Transamerica  Corporation  is  a  lead 
providing  selected  financial  services 
dividuals  and  organizations.  In  198 
reported  record  earnings  and  continue 
successful  corporate  restructuring, 
centrating  on  our  core  financial  ser 
operations.  Our  1987  annual  re 
"Looking  Ahead,"  details  the  strat 
we're  using  to  maintain  our  positive 
ings  trend  and  create  shareholder  va 
we  move  toward  the  1990s. 


Tubby's  Inc. 


Tubby's  Inc.,  through  its  subsidis] 
franchises  fast  food  restaurants  und 
trade  name  "Tubby's  Sub  Shops/J 
"Ricky's  Dairy  Bar."  Since  Tubby's] 
founded  in  1968,  it  has  established  60s 
currently  operating,  with  40  morej 
bringing  the  total  to  over  100  units, 
chisees  operate  restaurants  in  the  nj 
politan  areas  of  Detroit,  Mich., 
Ga.,  Murray,  Ky,  and  Florida. 

Tubby's  stock  is  traded  over  the  i 
(pink  sheets). 
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UNIT 
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Unit  Corporation 

UNIT  CORPORATION  is  engaged  in  on- 
shore contract  drilling  services,  exploration 
for  and  production  of  oil  and  gas,  natural 
gas  liquids  processing,  and  acquisition  of 
producing  oil  and  gas  properties. 

Unit's  principal  offices  are  located  in 
Tulsa,  Oklahoma  with  regional  offices  in 
Moore,  Oklahoma  and  Oklahoma  City. 
Unit  has  280  employees.  The  company's 
common  stock  is  listed  on  the  New  York 
Stock  Exchange  under  the  trading  symbol 
UNT;  warrants  to  purchase  common  stock 
are  traded  over-the-counter  under 
the  symbol  UNTE W. 
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USLIFE  Corporation 

Formed  in  1966,  USLIFE  Corporation  is  a 
life-insurance-based  holding  company 
whose  principal  subsidiaries  engage  in  the 
life  insurance  business.  With  nationwide 
operations,  USLIFE  has  four  life  insurance 
companies  and  three  credit  life  insurance 
companies  with  approximately  $87  billion 
of  life  insurance  in  force  and  $3.9  billion 
in  assets.  Additionally,  there  are  six  other 
subsidiaries  that  provide  services  to  the 
life  insurance  companies.  These  subsidi- 
aries are  involved  with  investment  advisory, 
broker-dealer,  real  estate,  data  processing  and  administrative  services. 
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United  Asset 
Management 
Corporation 

United  Asset  Management  Corporation  is 
a  holding  company  for  investment  man- 
agement firms  engaged  primarily  in  the 
management  of  portfolios  for  institutional 
clients.  Entering  1988,  UAM's  eighteen 
firms  managed  $25.5  billion  for  2,946 
clients  located  throughout  the  United 
States  and  abroad. 
Listed  on  the  NYSE  since  1986,  UAM's 
:s  grew  to  $110  million  by  1988,  while  Operating  Cash  Flow 
lg  capital  provided  by  operations)  exceeded  $33.6  million. 
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Valley  National  Bancorp 

A  $1.5  billion  holding  company,  Valley 
National  Bancorp  provides  traditional 
commercial  banking  services  through  26 
full-service  offices  in  five  northeastern  New 
Jersey  counties.  Valley's  earnings  have  in- 
creased every  year  since  1927,  and  dividends 
have  risen  annually  since  1966.  Empha- 
sizing asset  quality,  Valley  is  consistently 
among  the  most  profitable  bank  holding 
companies  nationwide,  returns  were  2.06% 
on  average  assets  and  23.34%  on  average 
equity  in  1987. 
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United  Industrial 
Corporation 

Subsidiaries  produce  a  wide  range  of  defense 
electronics  and  advanced  ordnance  and 
weapons  systems  for  defense  agencies  in 
the  United  States  and  abroad,  as  well  as 
solid-fuel  and  waste  burning  systems  for 
industries  and  utilities. 
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Valmont  Industries,  Inc. 

Valmont  is  a  growth-oriented  global  com- 
pany. Three  business  segments  (Industrial 
Products,  Microcomputers,  and  Agricul- 
ture) provide  a  solid  and  diversified  base 
for  investors.  The  company,  near  one-half- 
billion  dollars  in  sales,  holds  significant 
positions  in  all  markets  served.  Valmont's 
key  financial  objectives  are  to  achieve  a 
minimum  return  on  shareholders'  begin- 
ning equity  of  15%  and  a  15%  trendline 
growth  in  earnings  per  share. 
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USLICO  Corporation 


USLICO  Corporation  (NYSE  symbol  USC) 
is  a  multinational  insurance/financial 
services  holding  company  owning  three 
regional  life  insurance  companies,  one  life 
insurance  company  serving  the  military 
worldwide,  a  registered  investment  advisor, 
a  broker/dealer,  a  travel  agency  and  Inter- 
national Bank,  a  diversified  holding  com- 
pany with  property  and  casualty 
subsidiaries,  overseas  banking  operations 
and  real  estate  investments.  Net  earnings 
in  1987  were  $36.7  million,  assets  were 
on.  Life  insurance  in  force  reached  $30  billion,  with  new 
ns  totaling  $119  million,  and  new  sales  volume  of  $10.2  billion. 
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Zero  Corporation 

Zero  Corporation,  a  leading  manufacturer 
of  cabinets,  cases,  cooling  equipment  and 
packaging  hardware  for  the  electronics  and 
computer  industries,  also  produces  the 
Zero  Halliburton®  line  of  quality  alumi- 
num luggage  and  cases.  Zero  Corporation 
expects  to  achieve  record  levels  of  revenues 
and  earnings  in  fiscal  1988.  NYSE-ZRO 


Nine  Months 
1988  1987 


Net  Sales  (000| 
Net  Income  |000] 
Earnings  Per  Share 


$102,165 

$     9,278 

$.74 


$94,526 
$  8,617- 
$.69- 


Fiscal  Year  Ended  3/31 
1987  1986  1985 


$125,699 

$   11,602 

$.93 


$123,253  $117,186 

$   12,777     $11,812 

$1.03  $.95 


"Includes  net  gain  of  approximately  $1.1  million  (or  $.09  per  sharel  from  sale  of  excess  plant. 
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These 
Their 


ertisers  Are  Offering  Yo 
ual  Reports  Without  Cos 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1 .  AMP  incorporated 

2.  ACTMEDIA,  Inc. 

3.  Adobe  Resources  Corporation 

4.  Affiliated  Publications,  Inc. 

5.  Ameribanc  Investors  Group 

6.  American  Brands,  Inc. 

7.  American  Express  Company 

8.  American  General  Corporation 

9.  Ameritech 

10.  Amwest  Insurance  Group,  Inc. 

1 1 .  Applied  Magnetics  Corporation 

12.  Armco  Inc. 

13.  BDM  International,  Inc. 

14.  BFCE 

15.  Baldor  Electric  Company 

16.  Bicer  Medical  Ltd. 

17.  Bogert  Oil  Company 

18.  The  British  Petroleum  Company  p. I.e. 

19.  Brush  Wei Iman  Inc. 

20.  Bush  Industries,  Inc. 

21.  CP  National  Corporation 

22.  CSX  Corporation 

23.  Cam-Net  Communications  Network  Inc. 

24.  Centel  Corporation 

25.  Central  Louisiana  Electric  Company,  Inc. 

26.  Chieftain  Development  Co.  Ltd. 

27.  Chyron  Corporation 

28.  City  Resources  (Canada)  Limited 

29.  Coach  Investments,  Inc. 

30.  Component  Technology  Corp. 

31.  Diagnostic  Products  Corporation 

32.  Engelhard  Corporation 

33.  FPL  Group,  Inc. 

34.  Fay's  Drug  Company,  Inc. 

35.  Federal  Industries  Ltd. 

36.  Federal-Mogul  Corporation 

37.  First  NH  Banks,  Inc. 

38.  FlightSafety  International,  Inc. 

39.  Forum  Reinsurance  Company 

(and  its  affiliates) 

40.  Georgia-Pacific  Corporation 

41.  Golden  Triangle  Royalty  &  Oil,  Inc. 

42.  Granges  Exploration  Ltd. 


43.  Graphic  Industries,  Inc. 

85.  Norfolk  Southern  Corporation 

44.  Grow  Group,  Inc. 

86.  Northeast  Utilities 

45.  Guardian  Bancorp 

87.  Novell,  Inc. 

88.  Numac  Oil  &  Gas  Ltd. 

89.  NYNEX 

46.  Harsco  Corporation 

47.  Healthdyne,  Inc. 

48.  Health  Images,  Inc. 

90.  The  Ohio  Mattress  Company 

49.  Hexcel  Corporation 

91.  Overseas  Shipholding  Group,  Inc. 

50.  HON  Industries 

92.  PacifiCorp 

51.  House  of  Fabrics,  Inc. 

93.  Par  Pharmaceutical,  Inc. 

52.  Houston  Industries  Incorporated 

94.  Patten  Corporation 

53.  Hovik  Medical  Corporation 

95.  Pegasus  Gold  Inc. 

54.  Imo  Delaval  Inc. 

96.  Pennsylvania  Power  &  Light  Comp; 

55.  Imperial  Chemical  Industries  PLC 

97.  Phillips  Petroleum  Company 

56.  Indiana  Energy,  Inc. 

98.  PLY  GEM  Industries,  Inc. 

57.  The  InFerGene  Company 

99.  Portland  General  Corporation 

58.  International  Minerals  &  Chemical 

100.  Premier  Industrial  Corporation 

Corporation 

101.  Primerica 

59.  International  Platinum  Corporation 

102.  Public  Service  Company  of  Colorai 

60.  Ivaco  Inc. 

103.  Public  Service  Company  of  New  Mi 

61.  J.P.  Industries,  Inc. 

104.  Public  Service  Enterprise  Group  In 

62.  JWP  Inc. 

1 05.  Questar  Corporation 

63.  Kelly  Services,  Inc. 

106.  RTE  Corporation 

64.  Kemper  Corporation 

107.  Realty  South  Investors,  Inc. 

65.  Knight-Ridder,  Inc. 

108.  Ribi  ImmunoChem  Research,  Inc. 

66.  L.A.  Gear,  Inc. 

109.  Ruskin  Developments  Ltd. 

67.  The  Lamson  &  Sessions  Co. 

110.  SNET 

68.  La  Teko  Resources  Ltd. 

111.  Seitel,  Inc. 

69.  Lawson  Products,  Inc. 

112.  Skyline  Explorations  Ltd. 

70.  Lilly  Industrial  Coatings,  Inc. 

113.  Southwestern  Bell  Corporation 

71.  Masco  Corporation 

1 14.  Systems  Display  International,  Inc. 

72.  MidSouth  Bancorp,  Inc. 

1 1 5.  Teleflex  Incorporated 

73.  Masco  Industries 

116.  Telephone  &  Data  Systems,  Inc. 

74.  Minnesota  Power 

117.  Transamerica  Corporation 

75.  Morgan  Stanley  Group  Inc. 

118.  Tubby'slnc. 

76.  Morrison  Knudsen  Corporation 

1 1 9.  Unit  Corporation 

77.  Muscocho  Explorations  Ltd. 

1 20.  United  Asset  Management  Corpora 

78.  NCNB  Corporation 

121.  United  Industrial  Corporation 

79.  New  England  Electric  System 

122.  USLICO  Corporation 

80.  Newfields  Minerals  Inc. 

123.  USLIFE  Corporation 

81.  Newhawk  Gold  Mines  Ltd. 

124.  Valley  National  Bancorp 

82.  Newmont  Gold  Company 

125.  Valmont  Industries,  Inc. 

83.  Nixdorf  Computer  AG 

126.  Zero  Corporation 

84.  NORD  Resources  Corporation 

Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


wen  years  ago  David  Geffen  had  three 
nployees  working  in  a  second-story 
alk-up.  Today  his  business  is  worth  more 
wn  $300  million. 

"For  me, 
this  is  tennis" 


By  Lisa  Gubernick 


I  ichard  Rainwater,  the  man 
i  who  helped  make  the  Basses 
lir  billions,  has  scouted  Hollywood 
i  companies  to  buy.  One  place  he 


would  love  to  put  his  money,  he  tells 
Forbes,  is  with  David  Geffen.  But  to 
Rainwater's  chagrin,  the  45-year-old 
Geffen  won't  take  him  in  as  a  partner. 
Why?  Simple,  says  Geffen,  100% 
owner  of  the  Geffen  Co.,  leaning  back 


rtainment  executive  David  Geffen 
te  defies  analysis. 


in  his  scruffy  Eames  chair  in  unpre- 
possessing stucco  offices  on  Sunset 
Boulevard.  "I  don't  need  the  money." 

It's  no  wonder  Rainwater  wants  to 
invest.  Geffen,  Cher's  onetime  boy- 
friend, formed  his  latest  venture  sev- 
en years  ago  and  since  then  has  pro- 
duced 26  record  albums  that  have 
gone  gold  (selling  over  500,000 
copies),  12  that  have  gone  platinum 
(over  1  million  copies  sold)  and  five 
that  have  gone  multiplatinum.  He 
currently  has  five  albums  in  Bill- 
board's top  50,  including  ones  by  Joni 
Mitchell  and  heavy  metallists  Aero- 
smith  and  Whitesnake.  He's  produced 
five  movies  that,  in  aggregate,  have 
grossed  over  $190  million  at  the  do- 
mestic box  office.  His  latest,  Beetle- 
juice,  is  the  biggest-grossing  movie  so 
far  this  year  (see  box,  p.  290). 

There's  more.  Two  plays  he  pro- 
duced, M.  Butterfly  and  Cats,  are  cur- 
rently playing  in  New  York  [Cats  is  in 
its  fifth  year  on  Broadway).  Last  year 
Geffen's  record  company  rang  up 
earnings  of  nearly  $19  million,  more 
than  21%  of  its  $88  million  in  reve- 
nues— not  bad  for  an  operation  that 
was  nothing  more  than  four  guys  in  a 
second-story  walk-up  back  in  1981. 
Compare  that  with  9%  margins  at 
MCA's  Music  Entertainment  Group, 
considered  one  of  the  better  run  in  the 
business. 

Geffen's  approach  to  overhead 
helps.  For  example,  contrast  his  spar- 
tan offices  and  their  mismatched  fur- 
nishings with  the  palatial  digs  of  Jerry 
Weintraub  (Forbes,  May  16). 

With  his  company  probably  worth 
more  than  $300  million  and  with  a 
handsome  cash  flow,  Geffen  clearly 
doesn't  need  Rainwater's  money. 
Whatever  outside  money  the  compa- 
ny needs  comes  from  Warner  Com- 
munications. Way  back  in  1973, 
Warner  Communications  offered  to 
buy  Geffen's  first  record  label,  Asy- 
lum (featuring  the  Eagles,  Jackson 
Browne  and  Linda  Ronstadt,  among 
others).  "I  picked  out  of  the  air  the 
biggest  number  I  could  think  of,"  re- 
calls Geffen.  "I  asked  for  $7  million. 
(Warner  boss]  Steve  Ross  said,  'Okay, 
sold.'  Warner  more  than  made  its  in- 
vestment back  on  the  next  Eagles  re- 
cord." Less  than  a  year  later  Ross 
asked  Geffen  to  run  Warner's  Elektra 
label.  Geffen  later  merged  Elektra  and 
Asylum. 

Pocketing  his  $7  million,  in  1975 
Geffen  moved  on  to  the  movies,  be- 
coming vice  chairman  of  Warner 
Brothers  Inc.  A  year  later,  however, 
Geffen's  doctors  told  him  he  had  can- 
cer, and  he  retired  to  teach  courses  on 
the  movie  and  music  businesses  at 
Yale  and  UCLA.  But  the  doctors  were 


_ 


Marketing 


wrong,  and  four  years  later  Geffen  was 
back.  He  eventually  cut  three  deals 
with  Warner,  one  for  the  record  com- 
pany, one  for  movies  and  one  for  the- 
atrical ventures. 

Sweet  deals,  too,  and  for  both  sides. 
For  the  record  company,  Warner  pro- 
vides all  funding  and  handles  Geffen's 
accounting,  distribution,  legal 
charges  and  promotion  costs.  In  re- 
turn, Warner  gets  50%  of  the  profits. 

For  the  movie  division,  Warner  pro- 
vides $15  million  in  development 
costs,  another  $90  million  fund  for 
production,  and  gives  Geffen  total  au- 
tonomy to  decide  what  pictures  to 
make,  plus  marketing  control.  In  re- 


turn he  agrees  not  to  take  any  of  the 
profits  until  Warner  recoups  its  in- 
vestment. Once  that  happens,  Geffen 
starts  cashing  in,  taking  10%  of  the 
gross  and  half  the  profits. 

How's  Geffen  done?  While  the 
much-hyped  Little  Shop  of  Horrors 
made  no  money  for  him,  he  made  $1 
million  each  on  After  Hours  and  Lost  in 
America.  Risky  Business,  starring  Tom 
Cruise,  made  him  $7  million.  But 
Geffen  has  scored  really  big  with  Beet- 
lejuice,  which  is  heading  toward  earn- 
ing him  roughly  $10  million. 

Off-the-wall  comedies?  Ear-split- 
ting rock  'n'  roll?  For  the  most  part, 
yes.  Geffen  isn't  a  maestro;  he's  a  pop 
culture  impresario.  He  makes  mil- 
lions giving  audiences  what  they 
want,  regardless  of  decibel  level.  "It's 
not  just  that  Beetlejuice  is  a  hit  or 
Whitesnake  is  a  hit,"  he  says.  "It's 


that  somehow  I  tap  into  what  lots 
people  like.  I  haven't  a  clue  why.  1 
it  seems  to  work."  If  the  answei 
ambiguous,  it  may  be  inevitably 
Taste  defies  analysis. 

But  if  taste  defies  analysis,  then 
still  something  in  Geffen's  succ 
that  one  can  learn  from:  He  re 
relishes  what  he  does.  He  leans  b 
in  his  chair  in  his  house  on  the  be 
in  Malibu,  with  two  Hockney  dr, 
ings  on  the  wall  and  a  Milton  Av 
over  the  mantle,  and  explains:  "Wl 
I  first  moved  to  Malibu,  my  neigh 
was  Norton  Simon.  I'd  walk  by  ; 
look  in  his  window,  and  he'd  becl 
me  in.  There  he'd  be,  trading  the 
against  the  franc  against  the  dolh 
said,  'Norton,  are  you  nuts?  Yoi 
retired.  Why  are  you  doing  this?' 
said,  'David,  this  isn't  work,  this 
tennis.'  For  me,  this  is  tennis."  I 


The  marketing  of  a  movie 


In  case  you  don't  know,  the  movie  Beetlejuice  is  a 
comic  ghost  story  about  two  recently  deceased  New 
Englanders  whose  house  is  bought  by  a  trendy  Manhat- 
tan family.  It  hardly  looked  like  a  box  office  winner.  Its 
only  star  is  Michael  Keaton,  an  engaging  actor  but  no 
ticket  sales  magnet.  The  script  is  wacky,  heavy  with 
special  effects. 

And  yet  Beetlejuice  is  this  year's  top-grossing  movie 
($50  million  plus  as  we  went  to  press). 

Chalk  up  this  movie's  success  not  just  to  its  offbeat 
humor  but  to  marketing.  Producer  David  Geffen  and 
distributor  Warner  Brothers  started  market  research  in 
January,  more  than  two  months  ahead  of  scheduled 
release.  The  research  began  with  a  random  phone  sur- 
vey to  test  the  concept  of  the  film.  Researchers  discov- 
ered that  young  male  teenagers  absolutely  loved  the 
idea  of  a  ghost  movie  starring  Michael  Keaton,  with  lots 
of  special  effects  and  funny  creatures  by  the  director  of 
Pee-tvee's  Big  Adventure 

Accordingly,  the  film  company  threw  a  series  of 
special  screenings  for  heavily  teenage  audiences,  who 
were  recruited  by  handing  out  free  passes  in  shopping 
malls,  movie  ticket  lines  and  other  prime  teen  cruising 
territory.  The  exit  polls  showed  that  the  viewers  most 
liked  Michael  Keaton's  performance  as  a  green-haired 
ghoul.  (Keaton  is  probably  best  known  for  his  starring 
role  in  the  movie  comedy  Mr  Mom  )  The  upshot:  New 
scenes  were  shot  so  the  Keaton  character  (actually 
named  Betelgeuse,  but  pronounced  Beetlejuice)  could 
be  introduced  earlier  in  the  film,  and  the  character  was 
brought  back  for  the  movie's  closing  scene.  It  was  also 
decided  to  use  the  more  pronounceable  version  of  the 
name  as  the  movie's  title.  Warner's  marketing  team 
created  a  series  of  trailers  and  print  advertisements 

th  the  Keaton  character  as  their  focus.  The  ads  were 

in  shopping  mall  surveys  nationwide,  and  each 

the  result  was  the  same:  the  more  Keaton,  the 

ISC. 

as  .sufficiently  encouraged  that  it 

»ch<      1c  paid  sneak  previews  in  dozens  of 

v   usi.ig  print  ads  and  TV  spots 


A  scene  from  Beetlejuice 

A  creature  of  market  research. 


(aired  on  weekday  evenings  from  5:00  to  6:30  and  8:0 
to  8:30  to  capture  the  targeted  teens)  as  lures.  This  wa 
a  risky  strategy.  A  full  schedule  of  paid  sneaks  can  get 
good  picture  going,  but  it  can  also  produce  box  offic 
poison  if  the  kids  hate  it  and  tell  their  friends.  Th 
gamble  paid  off:  Sixty  percent  of  the  sneaks  sold  out 
the  rest  were  75%  full. 

Then,  and  again  with  an  eye  toward  the  kids'  market 
Warner  decided  to  push  up  the  movie's  opening  fron 
Friday,  Apr.  1  to  Wednesday,  Mar.  30.  The  reason?  Ti 
catch  kids  on  their  Easter  school  breaks,  says  Barr 
Reardon,  Warner  Brothers'  president  of  distribution. 

The  strategy  worked.  Beetlejuice  averaged  $12,000 
screen  for  the  first  week,  the  best  opening  for  any  file 
so  far  this  year.  And  the  movie  seems  to  have  stron 
legs.  The  film  remains  so  popular,  in  fact,  that  Geffei 
and  Warner  are  currently  negotiating  for  a  line  of  Beet 
lejuice  toys.  A  Saturday  morning  cartoon  show  is 
possibility.  The  picture  has  even  passed  the  ultimat 
test  of  moviedom  success:  A  sequel  to  Beetlejuice  is  i 
the  works.— L.G. 
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ile  in  quality  #5.  For  the  7th  year  in  a  row  owners  of  Ford  Motor  Company  cars  and  trucks 
reported  fewer  problems,  on  average,  than  owners  of  any  other  vehicles  designed  and  built  in 
h  America?  And  this  reliability  is  backed  by  Ford  with  a  6 year/60,000  mile powertrain 
anty  on  all  Ford,  Mercury  and  Lincoln  cars  and  Ford  light  trucks*  * 


FORD 


MERCURY 


LINCOLN 


One  more  reason 

Ford  Motor  Company 

has  designed  and  built 

the  highest  quality 

American  cars  and  trucks 


for  7  years  running. 


Quality  is  Job  1. 

FORD  •  LINCOLN  •  MERCURY  •  FORD  TRUCKS  •  FORD  TRACTORS 


d  on  an  averager  of  owner-reported  problems  in  a  series  of  surveys  of  81-87  models  designed  and  built  in  North  America, 
"ictions  and  deductible  apply.  Ask  your  dealer  for  a  copy  of  this  limited  warrant).  Buckle  up — Together  we  can  save  lives. 
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Edited  by  Gary  Slutsker 


Youve  heard  about  the  trade  deficit  and 
the  budget  deficit.  Are  you  ready  for  the 
sleep  deficit?  Don't  nod  off— this  is  serious. 

Asleep 
on  the  job 


By  Hare  Beauchamp 


Have  trouble  getting  a  good 
night's  sleep?  Feel  drowsy  or 
about  to  doze  off  during  the 
day?  You've  got  plenty  of  company. 
An  estimated  50  million  American 
adults  have  frequent  or  chronic  com- 
plaints about  sleep;  half  of  them  com- 
plain about  insomnia,  half  about  day- 
time sleepiness.  Each  year  about  10 
million  souls  consult  a  doctor  about 
the  problem,  and  half  of  that  number 
wind  up  getting  prescriptions  for 
sleeping  pills. 

"So  many  of  us  fail  to  get  the  proper 
amount  of  sleep,"  says  Dr.  William 
Dement,  director  of  Stanford  Univer- 
sity's Sleep  Disorders  Clinic  &  Re- 
search Center,  "that  I  would  say  we 
have  a  new  kind  of  national  debt  to 
worry  about,  a  national  sleep  debt, 
one  that  is  no  less  dangerous  to  our 
economy,  our  security  and  our  well- 
being  than  the  monetary  one." 

Before  you  snicker  and  turn  the 
page,  consider  this:  Dement  is  proba- 
bly the  world's  leading  expert  on 
sleep — one  of  the  men  who  first  asso- 
ciated rapid  eye  movement  (REM) 
sleep  with  dreaming — and  when  it 
comes  to  a  national  sleep  deficit,  he's 
not  kidding.  Items: 

•  The  ( hallenger  disaster:  The  Pres- 
idential Commission  on  the  Space 
Shuttle  Challenger  Accident  ruled  that 

nd  crew  fatigue  was  a  contribut- 
ing cause  in  the  1986  disaster  and  the 
phic  launch  of  the  shut- 
aly  three  w  eeks  before. 

•  Chernobyl,    Three    Mile    Island, 

iters  ai  each  of  these 
.  early  in  the  morning, 
believe     mistakes    by 


sleepy  operators  either  caused  the  ac- 
cidents or  compounded  the  problems 
caused  by  equipment  failure.  Last 
year  the  Nuclear  Regulatory  Com- 
mission closed  Philadelphia  Electric 
Co.'s  Peach  Bottom  nuclear  plant, 
north  of  Baltimore,  because  night- 
shift  workers  were  discovered  to  be 
regularly  sleeping  on  the  job.  The 
plant  remains  closed. 

•  Auto  accidents:  On  the  nation's 
roads,  where  50,000  people  die  each 
year,  falling  asleep  at  the  wheel  is 
second  only  to  alcohol  as  the  cause  of 
one-  and  two-vehicle  accidents. 

•  Shift  work:  Between  20  million 
and  30  million  Americans  work  on 
shifts,  from  nuclear  plant  operators  to 
nurses  and  doctors,  to  airline  pilots 
and  long-haul  truck  drivers.  A  two- 
year  study  finished  in  1986  of  907 
rotating-shift  workers  at  a  variety  of 
industrial  plants  across  the  nation 
found  that  more  than  half  of  the  shift 
workers  surveyed  regularly  fell  asleep 
on  the  night  shift  and  more  than  20% 
nodded  off  on  the  day  and  evening 
shifts. 

•  let  lag:  Pilot  fatigue  is  believed  to 
have  been  a  factor  in  one  of  aviation's 
worst  disasters,  the  1977  runway  col- 
lision of  two  747s  in  the  Canary  Is- 
lands that  killed  581  people.  Pilots  on 
long-distance  flights  have  been 
known  to  doze  off,  say  industry  insid- 
ers, and  flight  attendants  peek  into 
the  cockpit  now  and  then  to  check  if 
the  crew  is  awake. 

While  sleep  is  as  old  as  man,  sci- 
ence has  only  now  begun  to  under- 
stand it,  and  the  pace  of  research  and 
treatment  is  quickening.  There  are 
now  some  170  recognized  "sleep  cen- 
ters"  at    universities   and   hospitals 


across  the  country,  a  more  than 
fold  increase  since  1982.  At  I 
places,  sleep-deprived  Ameri 
ranging  from  business  executive 
truck  drivers  are  wired  with 
trodes  and  monitored  by  vi 
cameras  and  microphones.  Sleej 
searchers  pore  over  polysor 
grams — 1,500-foot-long  printout 
brain  waves,  eye  movements,  res 
tion,  leg  movements  and  blood 
gen  levels — looking  for  telltale  5 
of  sleep  disorders.  Such  services 
cost  anywhere  from  $500  to  $1 
Most  medical  insurance  covers  a 
to  a  sleep  clinic.  "We  are  filli 
need,"  says  Donna  Arand,  direct 
UCLA's  Sleep  Disorders  Clinic, 
physicians  are  becoming  educ 
about  sleep  problems." 

What  actually  happens  di 
sleep?  Until  some  50  years  ago  it 
thought  that  the  brain  more  or 
turned  off  when  someone  noddec 
Today  we  know  sleep  is  an  activt 
complex  process,  with  dream 
(REM  sleep)  alternating  with  four 
cessively  deeper  stages  of  nondi 
sleep  at  90-minute  intervals  thro 
out  the  night. 


I  .1  'Ul!_     I'sjlll  IVUS 
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lost  of  what  we  know  about  sleep 
:s  back  to  the  1950s,  when  De- 
lt  and  Nathaniel  Kleitman  first 
ed  rapid  eye  movement  sleep  to 
iming.  Since  then  scientists  have 
itified  about  70  sleep  disorders. 

most  common:  insomnia  (most 
n  caused  by  jet  lag,  rotating  shifts, 
don  or  noise);  sleep  apnea  (a 
.thing  disorder  that  interrupts 
p  up  to  750  times  each  night);  and 
:olepsy  (a  disease  characterized  by 
iistible  attacks  of  daytime  sleep), 
aps  in  man's  knowledge  persist, 
one  really  knows  why  we  need 
p.  "The  only  known  function  of 
p,"  says  Wesley  Seidel,  director  of 
iford's  Center  for  Insomnia  Re- 
ch,  "is  to  promote  wakefulness 
next  day."  The  function  of  dreams 
qually  mysterious.  Some  scien- 

believe  dreams  allow  us  to  sort 
our  daily  experiences.  Others  sus- 

we  dream  in  order  to  forget,  that 
1  sleep  refreshes  the  brain  by 
ring  its  circuits  of  information  ac- 
ed  during  the  day. 
s  clear  enough,  though,  that  in 
24-hour  world  of  television,  all- 

t  supermarkets,  round-the-clock 


currency  and  stock  trading,  Ameri- 
cans are  getting  less  sleep  than  they 
need.  In  part,  it's  a  cultural  problem. 
Ours  is  a  society  with  an  antisleep 
bias.  We  look  down  on  societies  like 
Mexico  and  the  countries  of  the  Medi- 
terranean world  where  the  afternoon 
siesta  is  a  tradition.  On  Wall  Street, 
mergers  and  acquisitions  specialists 
boast  of  working  18-hour  days.  Small 
wonder  that  cocaine,  a  hyperstimu- 
lant,  has  become  the  drug  of  choice 
among  Wall  Street  types  and  fast- 
track  executives.  The  message:  Real 
men  don't  sleep,  and  to  be  tired  is  to 
be  a  wimp. 

Our  bodies  see  it  differently.  Con- 
sider the  average  high  school  student, 
who  physiologically  seems  to  need 
about  ten  hours  of  sleep  per  day.  Yet, 
according  to  Stanford's  Dement,  such 
young  people  on  average  these  days 
sleep  only  seven  hours  a  night. "As  a 
result,"  says  Dement,  "they  sleep  on 
the  weekends  and  in  class.  God 
knows  what  we're  losing  in  the  educa- 
tional system." 

How  much  sleep  do  we  need?  The 
average  adult  needs  6  to  8  hours.  But 
there  are  wide  variations:  Some  peo- 


Narcoleptics  hai  'e  no  control  oi  er  their 
sleep-wake  mechanisms.  To  study  this  dis- 
order, Stanford's  Dr.  William  Dement  has 
bred  a  colony  of  narcoleptic  dogs  like  the 
poodle  he  is  holding  ( left).  Above,  a  Stan- 
ford researcher  obsert  es  a  sleeping  patient 
via  video  monitor. 

pie  need  as  few  as  3  hours,  others  12  or 
more.  We  sleep  less  and  less  well  as 
we  age — from  about  1 5  hours  a  day  in 
infancy  to  6  to  7  hours  in  old  age  (see 
chart,  p.  294). 

Everyone  experiences  an  occasional 
bout  of  insomnia,  but  millions  of 
Americans  have  bona  fide  sleep  disor- 
ders, ranging  from  serious  to  poten- 
tially life-threatening.  Take  sleep  ap- 
nea, the  most  common  problem  seen 
at  sleep  clinics.  Apnea  afflicts  an  esti- 
mated 5%  to  10%  of  the  general  popu- 
lation and  30% -plus  of  people  over 
age  65.  Severe  snoring,  the  butt  of 
jokes  and  destroyer  of  marriages,  is  a 
prime  symptom.  Typically,  it  occurs 
when  a  physical  obstruction  such  as 
the  palate,  fatty  tissue  or  the  tongue 
closes  the  airway  during  sleep.  The 
sleeper  stops  breathing  for  from  10  to 
30  seconds  before  he's  awakened  by  a 
fail-safe  mechanism  in  the  brain  and 
starts  breathing  again.  The  pattern 
may  be  repeated  hundreds  of  times  a 
night,  every  night  for  years.  Apnea 
puts  severe  strain  on  the  heart.  It  can 
cause  arrhythmia  and  high  blood  pres- 
sure and  even  precipitate  heart  at- 
tacks. Notably,  studies  show  that 
death  from  "natural  causes"  most  of- 
ten strikes  near  the  sleepiness  zone, 
with  a  major  peak  between  4  and  6 
a.m.  Sleep  apnea  is  also  suspected  in 
sudden  infant  death  syndrome  or 
"crib  death,"  which  each  year  claims 
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iepless — and 
we!!  —  as  we  age, 
irom  about  15  hours 
at  birth  to  6  or  7  hours  in 
old  age.  The  average 
adult  needs  6  to  8  hours. 
Some  individuals  can 
get  by  on  as  few  as  3,  others 
need  more  than  12.  The 
older  we  get  the  harder  it  is 
to  fall  asleep. 


30  40  50 

Age  in  years 

Source  The  Sleep  Disorders,  Upjohn 


Science  & 
Technology 


7,000  to   10,000  babies,  usually  be- 
tween the  first  and  sixth  months. 

Narcolepsy,  another  serious  disor- 
der, afflicts  about  one  out  of  every 
1,000  Americans.  Narcoleptics  have 
no  control  over  their  sleep-wake 
mechanisms.  Often  misdiagnosed  as 
epilepsy  or  a  psychiatric  disorder,  the 
disease  has  symptoms  that  include 
excessive  daytime  sleepiness,  sudden, 
uncontrolled  sleep  attacks  and  cata- 
plexy, sudden  loss  of  muscle  control. 
Narcoleptics  can  fall  asleep  any- 
where— in  the  supermarket  checkout 
line,  over  lunch,  even  during  sex.  To 
better  understand  narcolepsy,  De- 
ment and  his  colleagues  at  Stanford 
have  bied  a  colony  of  more  than  50 
narcoleptic  dogs,  principally 
Doberman  pinschers  and  Labra- 
dor retrievers. 

Sleep  apnea  can  be  treated 
with  drugs  or  with  surgery  to 
widen  the  victim's  airway.  A 
new  device,  known  as  Continu- 
ous Positive  Airway  Pressure  or 
C-PAP,  marketed  by  several 
medical  equipment  firms  and 
costing  about  $70  to  $100  a 
month,  can  also  help  by  pump- 
ing room  air  into  the  nose  and 
mouth  as  the  apnea  victim 
sleeps.  Narcolepsy,  too,  can  be 
treated  with  drugs,  as  can  cata- 
plexy  and  insomnia.  But  anyone 
who  routinely  takes  sleeping 
pills  simply  to  unwind  after  a 

I  18-hour  day  in  tru 
fice   is   playing  with   fire;    the 
te  a  dependi 
can  disn   it  nor- 
>  -ns. 

ional  or 
.  i     the    e 


suggest  following  a  few  simple  rules 
of  "sleep  hygiene"  such  as  daily  exer- 
cise, eating  a  light  snack  before  retir- 
ing, and  going  to  bed  and  getting  up  at 
a  regular  time. 

In  high- technology  environments, 
where  even  momentary  lapses  can 
cause  havoc  and  death,  business  exec- 
utives and  plant  managers  alike  obvi- 
ously must  schedule  employee  work 
routines  sensibly.  Some  25%  of 
American  male  workers  and  16%  of 
female  workers  are  currently  em- 
ployed on  shift  work.  The  most  com- 
mon schedule  is  known  as  the  28-day 
schedule:  7  nights,  4  days  off,  7  eve- 
nings, 1  day  off,  7  days  and  2  days  off. 
The  origins  of  this  schedule  date  to 
the  1880s,  when  the  light  bulb  was 
invented.  Such  scheduling,  which  is 
used  by  such  well-known  concerns  as 
Chevron,  Du  Pont  and  Alcan  Alumin- 
ium, can  affect  employee  alertness, 
morale,  safety  and  even  productivity. 


Blake  Utile  %  is.i«t  > 


Dr  Donna  ttrand  m  I  'CIA's  Sleep  Disorders  Clinic 
On  Wall  Street,  it  seems,  real  men  don't  sleep. 


In  a  landmark  case  in  the  early  194 
Great  Salt  Lake  Minerals  &  Che 
cals  Corp.  (a  unit  of  Gulf  Resource 
Chemicals  Corp.)  threw  out  the  tr 
tional  shift  schedule.  On  the 
schedule,  workers  worked  tt 
weeks  on  a  shift,  and  the  shifts  ro 
ed  clockwise  (more  in  sync  with 
body's  internal  clock).  Result:  Proc 
tion  increased  20% . 

As  with  any  incompletely  un< 
stood  social  problem,  consults 
have  cropped  up  in  the  sleep  fi 
Richard  Coleman,  a  former  Sta 
researcher  now  based  in  Marin  Cc 
ty,  Calif.,  has  worked  with  cher 
and  oil  companies  and  utilities 
Dow  Chemical  and  Pennzoil  to  Pe 
sylvania  Power  &  Light  to  deve 
work  schedules  that  better  ma 
workers'  internal  clocks.  Airlines  i 
operate  largely  on  schedules  de 
mined  by  economics  and  aire 
availability,  rather  than  on  the  si] 
needs  of  pilots  and  crew. 
West  Germany,  however, 
lines  are  required  to  get 
crews  flying  transmeric 
routes  back  home  as  quickh 
possible — before  their  intei 
clocks  can  adjust  to  a  new  t: 
zone.  And  on  layovers  t 
must  provide  crews  at  least 
hours  of  rest  time,  with  rot 
shielded  from  light  and  nois 
That  makes  good  busir 
sense.  When  it  comes  to 
the  accumulating  evu 
shows  that  you  can't  keep  dr 
ing  from  an  empty  account 
definitely.  Sooner  or  later  yoi 
going  to  nod  off,  and  when  t 
happens  the  wonders  of  mod 
technology  can  turn  on  > 
The  crashing  car  or  airliner, 
near-meltdown  at  the  nuc 
power  plant — the  demon  beh 
the  headlines  could  be  noth 
more  menacing  than  the  lacl 
a  good  night's  sleep.  I 
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Guess  when  Jim's  company  got 

a  fax  by  Toshiba. 


Sometime  in  the  middle  of  August. 

Granted,  things  might  not  turn  around  that  fast 
i  in  your  company. 

But  good  things  often  do  happen  when  a  com- 
1  pany  gets  a  Toshiba  facsimile  system. 

Phone  and  courier  bills\  travel  expenses,  and  over- 
time go  down.  Productivity,  morale,  and  sales  go  up. 

Why?  Because  our  complete  line  of  facsimile 
i  systems  saves  time  and  money  by  using  the  phone 
(lines  to  send  words  and  pictures.  Anywhere.  In  as 
little  as  15  seconds* 

Shouldn't  your  company  get  one?  Before  your 
competitors  do?  Our  free  booklet  tells  you  how. 
'Send  for  it.  Or  call  1-800-635-1220. 


Free  Booklet.  "Guide  to  Facsimile:  14  Proven  Ways  You  Can  Save  Time  and 
Money  with  Facsimile."  Or  Free  Demonstration:  Call  1-800-635-1220,  or 
mail  coupon  to  Toshiba  America,  Inc..  Facsimile  Products  Group.  9740  Irvine 
Blvd.,  Irvine,  CA  92718 


Name. 


. Phone L 


J. 


Company  Name  . 
Address 


City_ 


.State. 


_  Zip_ 


FBMA30 


Toshiba  facsimile.  Now  you  see  it. 


In  Touch  with  Tomorrow 

TOSHIBA 
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NATION'S  BUSINESS  TODAY   ON  ESPN. 
WITH  THE  LATE-BREAKING  STORIES  THAT 
MORNING  PAPERS  JUST  CANT  COVER, 
WE  GIVE  YOU  A  COMPETITIVE  EDGE. 

The  business  world  is  still  up  after  most  newspapers  have 
been  put  to  bed.  So  a  lot  of  what  happens  overnight  catches 
them  napping.  And  if  you're  not  careful,  it  might  catch 
you  too. 

Which  is  why  you  should  wake  up  with  "Nation's 
Business  Today"  on  ESPN. 

Starting  every  weekday  at  6:30  AM  (ET),  "Nation's 
Business  Today"  brings  you  two  hours  of  up-to-the-minute 
business  news.  Broadcast  live  from  the  nation's  capital. 

We  cover  all  the  latest  financial  and  economic  develop- 
ments across  America  and  around  the  world.  In  a  consis- 
tent feature  format  that 
makes  it  easy  to  find  the 
information  most  critical 
to  your  own  business. 
We  also  provide 
interviews  with  today's 
business  leaders.  Special 
reports  on  small  business, 
technology,  international 
trade,  investment  oppor- 
tunities and  the  movers 


Daily  News  Schedule 

1st     2nd     3rd  1 

(All  Times  Eastern) 

'fchr  'fehr  'fchrB 

Top  Business  News 

6:30   7:00   7:30  1 

Financial  News 

6:35  7:05   7:35  1 

Small  Business  News 

6:40   7:10   7:40  1 

Special  Business 

Features 

6:50             7:50  1 

CEO  Close-Ups 

7:15 

Internat'l  Business  Line 

7:25 

and  shakers  on 
Capitol  Hill.  And 
even  weather  fore- 
casts for  business 
travelers. 

With  their  own 
unique  blend  of 
insight  and  analy- 
sis, our  anchors 
will  give  you  an 
insider's  perspec- 
tive on  where  the  business  world  is  heading.  Carl  Grail 
an  award-winning  anchorman  and  investigative  reporf 
well  as  a  nationally  renowned  business  and  governmcl 
expert.  Meryl  Comer  is  an  Emmy  Award-winning  prodf 
and  journalist.  Together,  they  bring  more  than  40  year:| 
solid  business  news  expertise  to  ESPN.  But  it  should  | 
as  no  surprise  that  a  network  so  acclaimed  for  coverin| 
tough  competitors  at  play  would  be  equally  good  at  cc 
ing  them  at  work. 

"Nation's  Business  Today"  on  ESPN.  Just  listen  t<| 
what  our  experts 
have  to  say  about 
the  day's  business. 
And  hear  the  kinds 
of  things  that  the 
morning  papers 
find  unprintable. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

oking  for  your  own  island  or  a  decent 
\urik  of  shoreline?  Nova  Scotia  awaits 
<u  and  your  Yankee  dollars. 

A  long  walk, 
but  a  great  view 


By  Michael  Fritz 


|  heck  the  map.  Not  counting 
-  its  hundreds  of  small  islands, 
r  the  province  of  Nova  Scotia 
ts  4,625  miles  of  shoreline — in  a 
ght  line,  roughly  the  distance 
Hi  New  York  to  Hawaii. 
dw  check  out  the  prices.  You'll 


think  you're  reading  an  old  Maine 
newspaper.  Right  now,  for  example, 
Mahone  Bay,  a  relaxed  coastal  town 
about  an  hour  south  of  Halifax,  is 
being  picked  over  by  bargain  hunters 
from  Massachusetts,  Connecticut, 
New  York,  Los  Angeles  and  even 
West  Germany.  You  can  still  buy  wa- 
terfront property  in  and  around  Ma- 


hone Bay — a  90-square-mile  inlet 
sprinkled  with  some  365  islands — at 
prices  unheard  of  south  of  the  border. 
Some  examples:  A  6-acre  plot  on  Ma- 
iler's Cove,  with  over  300  feet  of 
ocean  frontage,  lists  for  $96,000;  a 
2,500-square-foot,  four-bedroom,  hill- 
top home  with  flagstone  fireplace  and 
25  acres  running  down  to  the  bay  is 
priced  at  $140,000. 

If  you're  looking  for  your  own  is- 
land in  Mahone  Bay,  there  are  plenty 
of  them,  too.  Sacrifice,  a  36-acre 
spruce-wooded  islet,  with  rocky  expo- 
sure along  the  eastern  shore  and  a 
brown  pebbly  beach  on  the  west,  is 
being  offered  for  $120,000.  Kaulback, 
a  round,  52-acre  isle  with  a  restorable 
three-bedroom  farmhouse,  protected 
anchorage  and  two  lighthouses,  is 
listed  at  $240,000. 

Tempting?  You  should  have  been 
here  a  few  years  ago.  Mahone  Bay 
prices  are  already  almost  double  what 
they  were  just  two  years  ago,  notes 
local  real  estate  agent  Bob  Douglas, 
who  receives  about  20  U.S.  inquiries 
each  week. 

But  farther  down  the  coast  from 
Mahone  Bay,  between  the  working- 
class  towns  of  Liverpool  and  Shel- 
burne,  waterfront  sites  have  yet  to 
reflect  the  foreign  buying  pressure.  In 
Port  Joli,  for  example,  a  5-acre  parcel 
with  over  400  feet  of  sandy  beach  is 
on  the  market  for  $35,000.  Farther 
south  in  East  Port  L'Hebert,  a  2-acre 
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h  160  feet  of  rugged 
ne  is  listed  at 
$27,300.  An  isolated  50- 
acre  wooded  plot  on  Jordan 
Bay  that  has  550  feet  of 
rocky  shoreline  is  priced  at 
$23,400.  (Lest  you  get  car- 
ried away,  all  prices  are  giv- 
en in  U.S.  greenbacks, 
which  have  recently  been 
worth  about  20%  more 
than  Canadian  dollars.) 

Are  these  places  off  in  the 
boonies?  Well,  not  once 
you  get  to  Nova  Scotia. 
They  lie  less  than  two 
hours  by  car  south  of  the 
airport  at  Halifax  or  east 
from  the  ferry  terminal  at 
Yarmouth,  on  the  South 
Shore. 

"Most  people  are  trying  to  get  away 
from  the  crowds  and  find  something 
of  a  size  and  setting  that  no  longer 
exists  on  the  U.S.  coast,"  notes  Walt 
MacDonald,  a  real  estate  agent  based 
in  Liverpool,  N.S.  He  figures  85%  of 
his  oceanfront  sales  go  to  Americans, 
many  of  the  rest  to  West  Germans. 

"When  my  husband  originally  sug- 
gested Nova  Scotia,  it  seemed  so  re- 
mote and  so  cold,"  recalls  Caroline 
Moore  of  Hunterdon  County,  N.J. 
"But  I  knew  nothing  about  it.  There's 
a  charm  to  the  people  and  the  land 
that  you'd  have  to  go  back  20  or  30 
years  to  find  in  New  England."  Earlier 
this  year  the  Moores  bought  a  50-acre 
stand  of  spruce  on  an  island  near  Indi- 
an Point  on  Mahone  Bay. 

And  Nova  Scotia's  climate  can  be 
even  more  pleasant  than  that  of  New 
England.  Warm  Gulf  Stream  breezes 
clear  the  spring  fog  by  mid-June  and 
extend  the  fall  from  September  into 
deep  November.  July  and  August  av- 
erage 75  degrees  during  tbe  day, 
though  evenings  dip  into  the  mid-50s. 
Ocean  temperatures  climb  into  the 
60s  by  September. 

Nova  Scotians,  most  of  whom 
make  their  living  lumbering,  fishing 
or  lobstering,  are  a  lot  less  wary  of 
outlanders  than  New  Englanders. 
(Tourism  is  a  $700  million  industry.) 
The  South  Shore  has  been  part  of  the 
major  sea-lanes  for  400  years,  and  En- 
glish is  universally  spoken. 

For    outdoorsmen,     the    whitet.nl 

ison  stretches  from  October 

December.  Pheasant,  grouse  and 

•    dso  abundant,  as  are  salm- 

J  rauihow  and  speckled  trout. 

still  :■  ids  :       world  in  lob- 

Ithough  the  -una 

cod  and 

n  a  restau- 

simple 

tan  .mi  Ma 


Bay  serves  up  a  fish  chowder  that 
shouldn't  be  missed. 

Craftsmen  along  the  coast  are  easy 
to  find,  and  building  costs  are  reason- 
able (a  number  of  tradesmen  are  U.S. 
refugees  from  the  Vietnam  era).  A 
three-bedroom,  multiseason  home 
will  cost  you  around  $80,000  and  take 
about  six  months  to  build. 

Of  course,  getting  to  Nova  Scotia  is 
the  rub.  There  are  two  ferries  to  Yar- 
mouth: the  ten-hour  overnight  from 
Portland,  Me.  and  the  six-hour  day 
boat  from  Bar  Harbor.  Air  Canada  op- 
erates year-round  daily  flights  to  Hali- 
fax from  Boston  and  offers  Sunday 


service  from  Newark,! 
from  mid-June  to  early| 
tember.  Some  Yanks, 
the  Moores,  fly  themse 
The    trip    north    and 
from  Trenton  takes 
four  hours  in  their 
Cherokee. 

Nova  Scotia  impose 
restrictions  against  foil 
ownership  of  land,  ui| 
some  other  Canadian 
inces.  But  you'll  prok 
have  to  arrange  your 
financing,  as  few  Cana 
banks  are  eager  to  ler 
nonresidents. 

From  a   tax  standpj 
generally,  unless  you 
to   spend   more    thanl 
days  across  the  border, 
Canadian  tax  liability  should  bej 
ited  to  property  taxes  and  a  10% 
holding  on  any  rental  receipts, 
Gary  Blum,  a  tax  partner  with 
man  &.  Seidman/BDO  in  Buffalo.! 
any  Canadian  tax  payments  (as 
as  theft  and  casualty  losses)  ca 
credited  against  U.S.  taxes.  Cal 
has  no  estate  or  succession  taxes! 
all  real  estate  sales  are  subject 
25%  capital  gains  tax. 

Note:  If  you  buy  from  a  nor 
dent,  request  a  Section  116  certifij 
which  sbows  that  any  applicable  i 
tal  gains  tax  has  been  paid;  other 
you  could  get  stuck  covering  it. 


Laptops  come  of  age 

It  has  taken  a  couple  of  years — an 
eternity  in  the  computer  busi- 
ness— but  portable  computers  are 
now  almost  commonplace.  The  lap- 
tops popping  up  on  planes,  trains, 
yachts  and  limos  and  in  hotel  rooms 
are  cheaper,  more  powerful  and  user- 
tnendly — and  are  even  compatible 
with  mainframes  at  the  home  office. 

Using  laptops,  a  Palo  Alto  lawyer 
takes  depositions  and  edits  briefs 
when  he  is  tar  from  his  office;  a  seri- 
ous sailor  displays  weather  and  navi- 
gation information  during  a  race  from 
Bermuda  to  the  Azores;  a  vice  presi- 
dent for  a  European  manufacturing 
firm  writes  reports  and  letters  on 
plane  trips,  then  transmits  them  via 
phone  to  his  home  office;  an  office 
equipment  salesman  coaxes  data  from 
his  company's  mainframe  clear  across 
the  country  to  help  close  a  deal. 

According  to  industry  monitor  Da- 
taquest  sales  of  laptops  in  1987  were 
up  95%  over  1986.  This  year  they 
should  rise  another  67%,  with 
970,000  sold.  And  more  manufactur- 


ers are  joining  the  party.  At  pre 
there  are   11   majors:  Data  Ger 
Datavue,    Grid    Systems,     He\ 
Packard,   IBM,   NEC,   Sharp,  Ta 
Toshiba,  Wang  and  Zenith. 

Tandy  Corp.,  one  of  the  first  to  | 
a  laptop,  introduced  its  Model  1( 
1983.  It  weighed  4  pounds  and 
screen  that  could  display  only 
lines  at  a  time,  sometimes  diffici 
read.  The  Model  100  found  a  ma 
nonetheless,  mostly  with  newsr. 
reporters  who  could  write  their 
on  a  laptop  and  then  file  direct^ 
their  news  desks  over  telephone  I 

Today's     versions     commur 
with  mainframe  computers  and 
improved  graphics  displays  and , 
er  capacity.  They're  also  more 
and  compact — seldom  exceedi 
inches  in  both  width  and  lengtl 
usually  no  more  than  3lA  inchfl 
height  when  folded.  Some  models) 
go  up  to  $7,000,  depending  upor 
tures.  But  most  laptops  cost  no  : 
say,  than  a  standard  crocodile  att 
case — starting  out  at  about  $1,0C| 
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Helping  America 
Know  WhenTo  Say  When. 

Behind  every  fine  Anheuser-Busch  beer  there's 
a  commitment  to  a  quality  product.  And  a 

dedication  to  make  sure  that  product  is  always 
enjoyed  with  good  sense.  That's  why  we're 
continually  working  to  help  educate,  inform 
and  work  for  the  issues  involved  in  the  respon 
sible  consumption  ot  all  alcoholic  hex  cranes. 


We  call  it  all  OPERATION  ALERT,  an 
effective  series  ot  programs  we've  developed  or 
support  including  S.A.D.D.  (Students  Against 
Driving  Drunk),  The  Alert  Oak  Program, 
T.I. PS.  (a  server  education  program),  "I'm 
Driving"  (a  designated  driver  program),  and 
our  well-known,  "Know  When  To  Say  When" 
national  advertising  campaign. 

Beer  is  a  time-honored  refreshment  and  one  ot 
life's  simple  pleasures. 

Together  we  can  keep  it  that  way. 

For  information  contact:  Anheuser-Busch 
Companies,  Dept.  oi  Industry  and  Consumer 
Affairs,  One  Busch  Place,  St.  Louis,  MO  63118. 


ANHEUSER-BUSCH  COMPANIES 


even  less  at  some  discounters. 

If  you  are  in  the  market  for  a  laptop, 
here  are  some  things  :iind: 

•  Don't  worry  about  us  m  on 
planes  anymore,  or  on  anything  else 
that  moves.  Airlines  were  once  fearful 
that                    ;  t ted  from  computers 

,  ttional  gear.  Of  the 
ts  only  US  Vir  has  restric- 
s  on  their  use. 

•  Pay  attention  to  the  display.  The 
first  laptops  came  out  with  liquid 
crystal  displays  and  could  be  read  only 
under  fairly  bright  light.  Most  of  to- 
day's versions  feature  supertwist  dis- 
plays, legible  even  when  the  light 
isn't  strong.  But  if  you  expect  to  work 
often  under  less  than  ideal  lighting 
conditions,  such  as  on  airplanes, 
choose  a  laptop  with  a  backlit  display. 

•  Note  the  number  of  disk  drives. 


Laptop  navigator  Stephen  Marlow 
Looking  for  the  racer's  edge. 


Serious  users  want  two  disk  dri\ 
one  to  load  programs  and  one  to 
work  on.  With  one  drive  you  are 
ever  swapping  disks.  Newer  mc 
feature  hard  disks,  which  have  pi 
and  minuses.  You  can  store  all 
programs  and  working  files  on 
hard  disk,  but  the  disk  requires  i 
energy  and  cuts  battery  time  to  a 
four  hours.  Typically,  units  c 
with  640K  of  random  access  mer 
and  two  3.5-inch  disk  drives. 

•  Lift  before  you  leap.  Most  lap 
weigh  in  at  6V2  to  15  pounds.  H 
but  weigh  that  against  the  additi 
work  you  could  get  done  durii 
three-hour  plane  trip  uninterru 
by  telephone  calls  or  meetings 
Jamie  DiBoise,  the  Palo  Alto  lav 
says,  "It's  like  finding  time 
wasn't  there." — Stanley  W.  Angrist 


Tooth  or  consequences 

Just  when  we  thought  it  was  safe  to 
sink  our  cavity-free  choppers  guilt- 
lessly into  an  ear  of  corn,  dentists  are 
nagging  us  with  something  worse  to 
worry  about:  gum  disease.  Fail  to  treat 
it  and  you'll  soon  be  putting  your 
teeth  in  a  jar  every  night. 

To  hear  the  National  Institute  of 
Dental  Research  tell  it,  about  three- 
quarters  of  American  adults  show 
some  symptoms  of  periodontal  dis- 
ease— bacterial  infiltration  of  the 
gums  and  roots  that  can  destroy  con- 
nective tissue  and  bones,  ultimately 
causing  tooth  loss.  And  estimates  are 
that  periodontal  disease  is  responsible 
for  as  much  as  70%  of  tooth  loss  in 
the  U.S.  Yet  only  about  15%  of  Amer- 
icans now  receive  treatment  for  peri- 
odontal disease. 

Cynics  will  suppose  that  dentists, 
their  cavity-filling  business  wrecked 
by  fluoride,  are  drumming  up  busi- 
ness by  conveniently  diagnosing  new- 
found gum  disorders.  However,  the 
American  Dental  Association  notes 
that  cases  alleging  neglect  in  treating 
periodontal  disease  are  one  of  the  fast- 
est-growing  sources   of   malpractice 
suits  in  the  U.S.  And  dentists  lacking 
periodontal  expertise  are  now  clam- 
bering back  to  extension  courses  to 
get  up  to  speed. 
But  even  if  the  problem  is  not  as 
ticant  as  represented  by  the  esti- 
it's  serious  enough,  and  not 
that  t^™  to  verify. 
F01  diagnosis  of  peri- 

rently  lsretrospec- 
Anthony  Rizzo, 
ift-tissue- 
ttDR,  a  branch  of 
lutes   of   Health. 


That  means  dentists  aren't  really  sure 
that  bacteria  are  present.  Instead,  they 
diagnose  the  gum  disorder  on  the  ba- 
sis of  loss  of  tooth  connective  tissue, 
bleeding  gums,  redness  around  the 
gum  area,  X  rays  of  bones,  and  dental 
probing  of  gum  pockets  to  see  if  bacte- 
ria have  caused  tissue  loss — in  effect, 
conviction  that  is  based  on  circum- 
stantial evidence. 

But  new  diagnostic  tests  coming  on 
the  market  can  eliminate  a  lot  of  that 
guesswork  and  determine  if  bacteria 
are  present — and  which  bacteria  are 
causing  the  problem — the  equivalent 
of  an  eyewitness  account.  Some  den- 
tists are  already  using  the  DMDx  or 
PathoTek,  tests  from  BioTechnica  Di- 
agnostics of  Cambridge,  Mass.  The 


dentist  takes  samples  from  your  \ 
pockets  for  analysis.  Company 
nicians  report  results  to  the  de^ 
within  a  week.  BioTechnica  is 
ing  on  another  test  that  would 
the  dentist  results  in  his  office. 
Colgate-Palmolive  has  licensed  ail 
office  test  from  Xytronyx,  Inc.  of  J 
Diego,  which  could  be  in  dents 
offices  in  1989. 

Such  tests  could  add  about  $5| 
$100  to  the  cost  of  a  dental  chec 
according  to  Dr.  J.  Max  Goodson,  ] 
of  pharmacology  at  the  Forsyth 
tal   Center,   a  private  nonprofit 
search  institute  in  Boston.  Goodsc] 
working  on  new  therapies  that  c<| 
reduce  the  pain  and  improve  th<] 
suits  of  periodontal  treatment.  <j 
rently,  standard  care  is  to  scrape  j 
bacterial  debris  from  gum  poclj 
surgically  opening  gums  if  the  dis  j 
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:w  enjoy  all  the  hallmarks  of  first  tlass, 
I SAA  business  tlass. 


eveen  Europe  and  Southern  Africa,  enjoy  exceptional 

k  s  service  in  SAA  Gold  (Business)  Class. 

I  Kimum  convenience.  SAA's  the  better  connection 

f :  om  your  choice  of  nine  European  gateways  with  more 

it  os  than  all  other  airlines  combined. 

am  for  comfort.  Relax,  work  or  sleep  on  747s 

5  ~ed  for  the  long  haul.  Now  with  new  wider,  contoured- 

osd,  reclining  seats. 

*  aordinary  food  and  wines.  Enjoy  five-star  meals 

:tnplimentary  bar  service,  featuring  a  choice  of  menus 

ilaimed  South  African  wines — Napoleon's  favorites! 

mtige  Club  savings.  Membership  stretches  your 

rj  ?ven  further  (thanks  to  the  rand's  high  exchange  rate!). 

I  hotels,  car  rentals,  and  earn  free  tickets  to  SAA's 

worldwide  destinations. 

:>!  easure  the  enjoyment  of  flying  SAA  Gold  Class,  call 

3  »AA  -4768  or  your  travel  agent. 


For  a  free  folio  on  SAA's  exceptional  Gold  Class  Service, 
phone  or  write:  SAA,  900  Third  Avenue, 
New  York,  NY  10022 
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. .  .  it's  something  else  altogether! 
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SOUTH  AFRICAN  AIRWAYS 


far. 
i  often  reluctant  to  pre- 
e  antibiotics  to  fight  the  bacteria 
use  they  haven't  yet  been  able  to 
find  a  way  to  treat  just  the  gums. 
Instead,  they  must  give  the  drug  to 
the  whole  body  either  orally  or  intra- 
venously, opening  up  the  possibility 
of  side  effects.  Goodson  has  been  test- 
ing 0.5mm  polymer  threads  imbedded 
with  tetracycline,  the  most  common- 
ly prescribed  antibiotic  for  periodon- 
tal disease.  The  threads  remain  in  a 
patient's  mouth  for  ten  days,  secured 
by  an  adhesive.  They  are  manufac- 
tured by  the  Alza  Corp.  of  Palo  Alto, 
Calif.,  which  expects  to  file  for  Food 
&  Drug  Administration  approval  by 
year-end.  They  could  come  to  market 
by  the  early  1990s. 

Prevention  is  still  the  most  effec- 
tive way  to  combat  periodontal  dis- 
ease, of  course.  The  bacteria  take  the 
form  of  plaque,  a  filmy  substance  that 


adheres  to  teeth  and  moves  on  to 
gums  and  roots  if  not  removed  by 
copious  brushing  and  flossing.  Several 
manufacturers  of  over-the-counter 
mouthwash  claim  their  products  fight 
plaque.  But  Dr.  Erwin  Barrington,  pro- 
fessor of  periodontics  at  the  Universi- 
ty of  Illinois  College  of  Dentistry  in 
Chicago  and  a  past  president  of  the 
American  Academy  of  Peridontology, 
says  that  the  mouthwashes  probably 
can  remove  about  60%  of  the  plaque. 
Listerine  is  the  only  over-the-counter 
mouthwash  that  has  a  seal  of  approval 
of  the  Council  on  Dental  Therapeu- 
tics as  an  effective  aid  in  the  removal 
of  plaque. 

But  over-the-counter  mouthwash 
lasts  only  about  two  hours.  Peridex, 
introduced  by  Procter  &  Gamble  in 
1986,  contains  chlorhexidine,  a  long- 
er-lasting plaque  fighter.  Peridex  is 
available  only  by  prescription,  howev- 
er, and  is  usually  suggested  by  den- 


tists as  an  addition  to  in-office  ti 
ment.  Patients  rinse  their  moi 
with  it  twice  a  day. 

Good  old  brushing — at  the  j 
line — helps.  Barrington  advise 
short  back  and  forth  horizontal  st: 
along  the  gum  line,  half  on  the  t< 
and  half  on  the  gum,  for  60  sec( 
using  the  clock.  "Really  time  it," 
Barrington.  "You'll  be  brushing  1 
lot  longer  than  you  do  now."  Flos 
must  be  done  along  the  sides  of 
teeth,  to  and  below  the  gum  line, 
toothpaste  you  use,  Barrington  s 
doesn't  really  matter,  so  long  as 
fluoridated. 

What  if  your  dentist  suddenly 
you  that  you  have  serious  gum  p 
lems,  and  you've  never  had  any  i 
thing  before?  Prudence  dictates 
taining  at  least  one  other  opinior 
fore  consenting  to  treatment— 
cially  if  the  dentist's  waiting  roo. 
empty.  — Francesca  Lunzer 


In  the  shadow  of  the  Impressionists 


How's  this  for  a  contrarian  art  play: 
drawings  and  sketches  from  the 
19th-century  French  academic 
school.  These  artists  have  been  large- 
ly ignored  in  the  20th  century,  while 
works  by  their  contemporaries,  the 
French  Impressionists,  continue  to 
delight  auctioneers  and  stun  crowds. 
Witness  Van  Gogh's  "Irises,"  which 
recently  fetched  $53.9  million  at  auc- 
tion, for  example. 

Collectors  and  curators  alike,  smit- 
ten with  modernism  and  Impression- 
ism, have  long  dismissed  these  artists 
as  the  last  gasp  of  a  tired  academy.  But 
attitudes  are  changing,  says  Robert 
Kashey,  owner  of  Manhattan's  Shep- 
herd Gallery:  "Good  and  bad  have 
been  weeded  out  in  a  century  of  look- 
ing back  at  these  works,  enabling  us 
to  view  the  artists  without  prejudice, 
in  a  way  that  wasn't  possible  before." 
Museum  curators  in  the  U.S.  are 
quietly  buying  the  academic  artists. 
European  collectors  are  also  becom- 
ing quite  active.  And  the  higher  prices 
arc  bringing  more  works  out  of  private 
and  family  collections. 

Yet  despite  what  Christie's  Assis- 
tant   Vice    President    Kathleen    Har- 
wood  calls  "an  increased  pool  of  new 
buyers/  the  academic  artists  still  rep- 
alue.  "You  can  buy  them 
inkrupt,"  notes  New 
Newhouj 

idies    tart  as  low  as 

period's  greatest 

i  I  and  Delacroix, 

'«     for   well    under 

m     ■      -icces 


of  the  period  have  yet  to  fetch  more 
than  $500,000.  Says  George  Goldner, 
curator  of  drawings  at  the  J.  Paul  Get- 
ty Museum  in  Mahbu,  Calif.,  "If 
you're  not  concerned  with  fashion, 
you  can  find  very,  very  good  drawings 
for  relatively  little  money.  Indepen- 
dence and  initiative  are  more  impor- 
tant than  immense  knowledge." 

In  shopping  for  drawings,  there  are 
three  important  categories  to  consid- 
er. First,  there  arc  the  sketches,  stud- 
ies,   nudes   and    "subject   pictures," 


I  Ihilk  study  h\  (  baSSfrktU 

New  respect  for  the  academics. 
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which  vary  in  price  according  to  c 
pletion,  condition  and  the  relev; 
of  the  piece  to  the  artist's  work 
whole.  Kashey's  rule  of  thumb:  "1 
drawing  gets  priced  on  its  own, 
cording  to  its  merits  and  faults." 
example,  works  in  this  category 
Jean-Auguste-Dominique  Iri 

( 1 780-1867),  the  French  master  wl 
credited  with  setting  the  centi 
standard  for  neoclassical  art,  1 
from  $2,000  to  $50,000. 

In  the  second  category  are  fini; 
but  not  particularly  outstandin; 
important  portraits.  Ingres'  range 
to  $75,000,  for  example. 

Finally,  there  are  the  finest  d) 
ings,  beautifully  finished  portrait 
important  contemporaries.  Thos 
Ingres  currently  are  fetching  $125 
and  up.  Note:  A  signature  will  pr 
bly  not  add  to  the  work's  value,  b 
respectable  provenance  (histor) 
ownership)  will. 

Other  important  names  in  the 
demic  tradition  include  Gcric; 
Tissot,  Daumier,  J.-F.  Millet  and 
creasingly,  Theodore  Chasse 
(1819-56),  who  studied  under  In 
and  later  his  rival  Eugene  Delaci 
(Chassenau  drawings  arc  hard 
come  by  and  are  rapidly  growin 
value.)  Drawings  by  these  artists  c 
monly  sell  for  between  $10,000 
$25,000.  However,  their  most  im 
tant  drawings  can  easily  cost  upw 
of  $50,000,  while  simple  sketi 
might  fetch  only  $5,000  or  so. 

Drawings  by  the  lesser-known 
ists  in  the  school — Lehmann,  T! 
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What  makes 

Tiffany's  Corporate  Division 

absolutely  unique. 


A  celebrated  design  staff  that  can 

create  one-of-a-kind  masterpieces  for  your  most 

important  customers  and  employees. 

Perhaps  the  oldest  and  largest 
corporate  gift  division  in  the  U.S. 

Tiffany's  distinctive  blue  box. 

A  custom-tailored  service 

recognition  program  to  reward  your  employees 

for  longevity  of  service. 

Exclusive  Tiffany  sales  incentive  gifts 
that  recipients  cherish  forever. 

Tiffany  corporate  dining  accessories. 

China,  flatware  and  crystal  that 

carry  your  firm's  logo. 

Unique  awards  like  the  Super  Bowl  Trophy 
and  so  many  others. 

A  professional ,  multilingual  staff. 

Large  inventories  to  insure 
that  the  business  gifts  in  our  catalogue 
are  always  in  stock. 

An  account  executive  who 

takes  personal  pride  in  serving  all 

your  business  needs. 


Multiple  order  capability 

nationwide,  worldwide.  To  receive 

a  catalogue,  open  an  account  or  place  an 

order,  simply  call  800-423-2394. 


Tiffany  &  Co. 
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Aousseau,  Daubigny,  Grandville, 

:t,   Monnier,    Bonheur,   Vernet, 

Gavami,  Gerome  and  Puvis  de  Cha- 

vannes,  among  others — can  be  found 

in  the  $3,000-10-310,000  range. 

Two  New  York  galleries  with  good 

representations   from   the   academic 
tradition  are  Kashey's  Shepherd  Gal- 
lery, 21  East  84th  Street,  and  Jill  New- 
house  Drawings  &  Watercolors,   12 
East  86th  Street  (212-249-9216).  In  ad- 
dition, Christie's  New  York  will  hold 

an  auction  on  May  25  of  19th-cen 
European  paintings,  drawings  and 
tercolors.  On  the  West  Coast,  try 
vate  dealer  Sven  Briintjen,  71 1  So 
dale  Way,  Woodside,  Calif  (415- 
3503).— Peter  D.Slatin 

Sotheby's  Art  Market  Trends 

Index  sectors 
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1988 
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month 
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year 
ago 
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years 
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years 
ago 
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%  change 

One 
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%  change 

Five  years 
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change 
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ann 

%  ch 

Old  Master  paintings 

373 

373 

329 

303 

212 

nil 

+  13.4 

+  23.1 

+  75.9 

•  i 

19th  C.  Euro,  paintings 

333 

333 

284 

249 

185 

ml 

+  17.3 

+  33.7 

+  80.0 

+  1 

Impressionist  &  Post- 
impressionist  art 

723 

723 

521 

380 

267 

ml 

+  38.8 

+  90.3 

^  170.8 

+2 

Modern  paintings 
(1900-1950) 

757 

757 

544 

364 

245 

nil 

+  39.2 

+  108.0 

+  209.0 

-: 

Contemporary  art 
(1945  onward) 

609 

609 

551 

497 

342 

ml 

+  10.5 

+  22.5 

+  78.1 

- 1 

American  paintings 
(1800-pre-WWII) 

871 

871 

698 

667 

452 

ml 

+  24.8 

+  30.6 

+  92.7 

+  l 

Continental  ceramics 

407 

407 

320 

284 

266 

ml 

+  27.2 

+  43.3 

+  53.0 

+ 

Chinese  ceramics 

581 

581 

526 

486 

440 

ml 

+  10.5 

+  19.5 

+  32.0 

+ 

English  silver 

388 

388 

343 

314 

209 

nil 

+  13.1  . 

+  23.6 

+  85.8 

-1; 

Continental  silver 

220 

220 

201 

181 

139 

ml 

+    9.5 

+  21.5 

+  58.3 

+ 

American  furniture 

469 

469 

451 

333 

239 

nil 

+    4.0 

+  40.8 

+  96.2 

+  1 

French  &  Continental 
furniture 

324 

324 

299 

273 

239 

nil 

+    8.4 

+  18.7 

+  35.6 

+ 

English  furniture 

657 

657 

523 

419 

1H1 

nil 

+  25.6 

+  56.8 

+  133.0 

I  1 

Aggregate  index* 

517 

517 

420 

347 

1^ 

ml 

+  23.1 

+  49.7 

+  101.2 

+  1 

Basis  1975=  100  ($|                                                                                                                                                                                   ©Sotheby's  1< 
"Contemporan  art  was  added  to  the  An  Index  In  September  1987  The  aggregate  index  excludes  this  categon  prior  to  that  date 

Sotheb)  s  \n  Market  Trends  reflect  subjective  analyses  and  opinions  ol  Sothetn  s  an  experts,  bxsed  on  auction  sales  and  other  information  deemed  rele* 
Nothing  in  Sotheby  s  An  Market  Trends  i-.  intended  as  investment  advice  ot  as  a  prediction  or  guarantee  of  future  performance  or  otherwise 

Monthly  highlights 

Celebrity-linked  auctions  dominated  the  international     original  manuscript  by  Paul  McCartney.  The  Libera 
art  auction  world  last  month,  notably  a  sale  of  rock  'n'     collection  met  expectations  when  it  raised  over  I 
roll  memorabilia  in  London,  the  contents  of  Liberace's     million,  with  all  2,365  lots  selling, 
numerous  homes  auctioned  in  Los  Angeles  and  the         As  for  Old  Master  paintings,  a  sale  in  Paris  providec 

extensive    en]]ectinn    Of    Andy    Warhol                                                                                                  r*rfk     olimncp    rt(    mrnnratp    hnvina. 

in  New  York. 

Warhol's  art  collection,  over  10,000 
diverse    items,    ranged   from    serious 
items  to  "collectible"  cookie  jars.  An 
untitled  1967  blackboard  painting  by 
Cy  Twombly  achieved  $990,000,  and  a 
drawing  of  Andy  Warhol   by  David 
Hockney  fetched  $330,000.  A  set  of 
two  cookie  jars  and  a  salt-and-pcppcr 
shaker  together  fetched  $23,100.  The 
total    reached   $25.3   million,    nearly 
double  its  estimate. 

in  rock  'n'  roll  was  such 
llite  link  was  set  up  be- 
hind and   lapan   to  enable 
mbled  in  one  of  Tokyo's 
ir<  s  to  bid  di- 

#, 

subsidiary  of  a  Milanese  bank  pa 
$508,000  (in  line  with  expectatior 
for  a  recently  discovered  Veronese. 
Milan  a  9-foot-wide  painting  of  tl 
Last   Supper  attributed  to  Giovan 
Agostino  da  Lodi  sold  to  a  local  colle 
tor  for  $664,000,  a  price  all  the  mo 
significant  given  that  the  painting  h 
been  a  listed  national  treasure  sin 
the  beginning  of  the  century  and 
couldn't  leave  the  country.  Had  expc 
been  possible,  the  price  could  ha' 
gone  even  higher. 

New  York  was  also  the  site  for  E 
Khsh  silver  auctions.  As  is  frequent 
the  case,  dealers  acquired  the  leadii 
pieces.  A  London  dealer  bought  tl 
top  lot,  a  Charles  II  silver  ewer,  f 
SS9, 100,  over  double  the  estimate. 

which 

paid  for  an 

Hockney's  Warhol  S330,(X 
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More  than  icooo  hours  to  develop 

this  masterpiece. 


IB 


BlancpaiN 


A  work  of  art  which,  when  desired, 
chimes  the  hour,  quarter  hour  and 
minute.  Only  a  few  such  watches,  each 
individually  numbered  and  signed,  leave 
our  workshops  each  year. 

Since  1735  there  has  never  been  a  quartz 
Blancpain  watch.  And  there  never  will  be. 

BOSTON  Dorfmana  OETROIT  Schuboi  HARTFORD  Green  6  Sieven  KANSAS  CITY  T.vol  LOS  ANGELES  Princess  Ermine  NEW  YORK  Cellini,  Toumeau,  Wempe  NEWPORT  BEACH  Moboco  OMAHA  Borsheims  TORONTO 
European  Jewellery    BERMIJOES  Cnsson    GRAND  CAYMAN  Dennis  Smith    ST  BARTHELEMY  Poim  Or    ST  MAARTEN  La  Romana    ST  THOMAS  Riviera 
Information  by  BLANCPAIN  SA  -  CH-1348  Le  Brassus  -  Switzerland  -  T«  459420  Tel  01041-21 B54092 
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Edited  by  Jerry  Flint 


The  Pru's  megadealer 


Michael  Fk-lajiki 


f 


-i- 
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Kenneth  MacWilliams,  president,  I'rtulentuil  Capital 
"Can  you  do  one  of  these  things  next  month?' 


Son  of  deal  of  the  year,"  laughed 
Kenneth  MacWilliams.  His  Pru- 
dential Corp.  Capital  Group  was  the 
key  investor  in  last  summer's  deal  of 
the  year,  as  some  called  it:  the  lever- 
aged buyout  sale  of  CBS'  magazines  to 
Peter  Diamandis.  Skeptics  said  the 
price  was  much  too  high,  especially 
after  Black  Monday.  But  MacWil- 
liams, who  backed  the  sale,  Pruden- 
tial's biggest  unsecured  LBO  ever,  had 
the  last  laugh.  Within  nine  months 
Diamandis  and  MacWilliams  had  sold 
the  magazines  for  $1  billion,  the  last 
batch  to  French  publishing  giant  Ha- 
chette.  Some  $350  million  was  sheer 
profit,  S200  million  of  it  going  to  Pru 
for  its  largest  one-deal  killing  ever 
What  will  MacWilliams  do  for  an  en- 
core- In  effect,  he  has  given  himself  a 
tough  act  to  follow.  Isn't  this  type  of 
deal  too  risky  to  try  often?  "You  can 
dig  a  hole  and  dive  in,  and  die  a  differ- 
ent death,"  he  answers.  The  magazine 
deal  trom  the  beginning, 

also    admitting   that    he 
so  soon. 
Mo  in    investment 

■  •  tadover, 

'  I  B.A., 

■  ml  |  >achs, 


over  to  Prudential  Capital,  the  mer- 
chant banking  arm  of  Prudential,  in 
1982,  and  became  president  and  chief 
executive  in  May  of  last  year,  just  as 
the  CBS-Diamandis  deal  came  alive. 
After  a  month's  vacation  in  Italy, 
MacWilliams  will  be  back  at  the  gold- 
en grindstone.  His  firm  did  $764  mil- 
lion in  new  business  in  1984  and  $4 
billion  last  year,  including  $900  mil- 
lion in  new  LBOs,  $645  million  in 
project  financing  (often  energy-relat- 
ed) and  nearly  $2.5  billion  in  loans 
and  other  investments.  This  year's 
target  is  $5  billion,  and  apparently 
MacWilliams  means  to  hit  it,  al- 
though nothing  comparable  to  the 
magazine  coup  is  in  sight.  Says  Mac- 
Williams with  a  laugh,  "Someone  ac- 
tually said  to  me,  can  you  do  one  of 
these  things  next  month?" — J.F. 


The  last  noodle  emperor 

Times  were  bad  in  Japan  after  the 
defeat  in  World  War  II,  Momofuku 
Ando  recalls.  "People  were  starving  to 
death  at  the  time,  and  I  thought  about 
producing  a  cheap  and  convenient 
food."  So  Ando  invented  the  instant 
noodle  in  the  1950s;  just  add  boiling 


water,  and  mix.  Spices  and  stuff 
already  in  the  package;  no  nee 
spend  an  hour  chopping,  dicing i 
mixing.  Hard  work  soon  solved! 
hunger  problem  for  the  Japanese! 
Ando's  development  proved  ra 
made  for  the  new  Japan  that 
emerging. 

First  his  noodle-conscious  nal 
and  then   the  world,   accepted 
great    time-saving    convenience! 
last  year  Ando's  Nissin  Food  Proc 
Co.  was  producing  2  billion  pad 
of  instant  noodles  annually  in  i| 
than  ten  flavors  (Y158  billion,  orf 
billion,  in  sales,  15%  of  the  wc 
market)  and  diversifying  in  Japa 
restaurants,  snacks,  pharmaceuti 

Investors  seem  to  love  Ando's  I 
dies,  too.  Nissin  sells  at  Y4,500  oj 
Tokyo  Stock  Exchange,  60  times 
year's  earnings,  with  a  market  c| 
Y585  billion,  or  $4.7  billion, 
who  emigrated  from  Taiwan  ir 
1930s,  and  his  family  control  a 
2%  of  the  stock  but  run  the  firm  1 
family  concern.  Though  77,  he  is 
chairman,  and  a  son  is  president] 

Can  the  Andos  get  Americans  I 
noodles?  His  answer:  Cup  a  Ra 
introduced  here  back  in  1972,  inj 
noodles  and  stuff  sold  in  a  StyroJ 
cup.  Last  year  Nissin,  which  sp 
$9  million  a  year  on  promotion : 
U.S.  and  has  noodle  plants  in  Gl 
na,  Calif,  and  Lancaster,  Pa.,  accq 
ed  for  half  of  the  $200  million 
tal  noodle  market  here,  outse 
Campbell  and  Lipton.  He  is  projej 
20%  annual  growth  for  the  Amej 
market." — Hiroko  Katayama 


Nissin  Food  Chairman  Momofuku 
Just  add  water  and  mix. 
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Alabama  eneineershave  brought  some 
very  suocessfiJ businesses  out  of  the  woods. 


BE61K  Engineering  and  Construction  co-sponsored  this  ad  with  the  State 
of  Alabama. 


p  and  paper  companies 
rofit  from  great  design 
and  construction. 

[he  following  comments  are 
t°dC.  Kennedy,  Chief  Executive 
er  and  President  ofBE&K 
meeting  and  Construction. 
Alabama  is  a  center  for 
ineers.  That  helps  make 
great  state  for  high- 
^nology  process  indus- 


tries, such  as  chemicals,  oil, 
gas  and  steel. 

"A  number  of  very  success- 
ful pulp  and  paper  companies, 
for  example,  have  started  out 
here  with  engineering  and 
construction  as  outstanding 
as  any  in  the  world.  All  from 
Alabama  companies. 

"Alabama  has  the  highest 
concentration  of  certified 
engineers  in  the  nation. 


"Our  companies  design 
and  build  some  of  the  largest, 
most  sophisticated  plants 
in  this  and  other  countries. 
That's  one  reason  Alabama 
has  the  perfect  climate  for 
technologically  sophisticated 
business." 

ALABAMA 

The  Great  Surprise. 


Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  Toll  Free  1-800-248-0033. 
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Only  angels  nave  wings 

Larry  Crawford  makes  his  living 
I  making  sure  that  airlines  take 
good  care  of  the  planes  they  fly.  He  is 
president  of  Avitas  Aviation  Audit- 
ing, one  of  the  nation's  major  airplane 
inspectors.  He  does  not  work  for  the 
FAA;  he  works  for  the  banks  and  oth- 
ers who  own  the  planes  the  airlines 
fly.  The  major  U.S.  carriers  leased  out 
over  40%  of  their  air  fleet  in  1987;  if 
the  planes  aren't  maintained,  the 
owners  could  take  a  bath  when  the 
leases  expire.  So  Crawford  and  his 
crew  keep  track  of  the  property's  val- 
ue and  what  needs  to  be  fixed — and 
even  repossess  planes  when  the  pay- 
ments don't  come  in. 

"If  you  allow  any  aircraft  to  totally 
run  down,  it  can  be  reduced  in  value 
by  as  much  as  60%,"  he  says.  "Corro- 
sion is  the  worst  enemy  of  an  air- 
craft's life  span.  Corrosion  is  caused 
by  a  lack  of  cleaning,  and  many  air- 
lines are  beginning  to  cut  down  on 
how  often  they  wash  their  planes." 
Bathrooms  are  a  particular  problem. 
He  recalls  how  a  faulty  lavatory  valve 
in  a  727  caused  the  blue  toilet  fluid  to 
leak  out  of  the  plane,  where  it  froze 
into  a  giant  block;  turbulence  broke 
the  blue  ice  free,  and  it  shot  back  and 
knocked  off  an  engine. 

Crawford,  who  is  52,  was  in  the 
airline  business  17  years.  "I  got  a  cou- 
ple airlines  shot  out  from  under  me 
through   mergers  and   buyouts,"  he 


says.  The  company  Crawford  now 
heads  has  grown  from  50  customers  in 
1985  to  about  400  expected  at  year- 
end,  which  surprises  even  the  boss. 
"We  didn't  know  how  much  demand 
there  was." 

Crawford  spends  his  spare  time  at 
his  home  in  suburban  Washington 
building  a  two-seater  experimental 
plane  he  hopes  to  fly  by  summer's 
end.  So  with  all  this  talk  of  unsafe 
planes  nowadays,  is  there  any  airline 
Crawford  wouldn't  fly?  "The  compa- 
nies that  have  been  losing  money  the 
longest  are  most  likely  to  defer  main- 
tenance," he  replies. — Leslie  Aun 


Good  news,  bad  news 

Sometimes  when  I'm  wrong  on 
things,  I  change  my  opinion.  But 
I'm  not  changing  on  this,"  says  Ed- 
ward Hyman,  vice  chairman  and 
economist  at  C.J.  Lawrence,  Morgan 
Grenfell  Inc.  Hyman  believes  that  the 
trade  deficit — $150  billion  for  fiscal 
year  1987— is  coming  down,  fast,  and 
could  be  ended  or  even  turned  to  a 
trade  surplus  as  early  as  next  year. 
That's  what  he's  not  changing  his 
mind  about. 

Hyman,  who  has  been  called  one  of 
the  best  of  the  Wall  Street  econo- 
mists, not  only  published  his 
thoughts  on  trade,  he  said  them  aloud 
on  TV  just  before  the  latest  figures 
(February's)  came  out  showing  a  trade 
gap  surge. 

He  shrugs  off  any  embarrassment. 
One-month  figures  may  be  aberra- 
tions. "But  whether  it's  $50  billion  or 
$150  billion,  the  trade  will  turn  a 
bunch,"  he  says  in  his  Texas  drawl. 
Three  factors  convince  Hyman  that 
this  deficit  is  on  the  way  out:   the 


U..lur  IjLiun 


Wall  Street  economist  Edward  Hymn 
Why  the  trade  deficit  may  vania 

continued  weakness  of  the  dollar, 
actual  improvement  in  the  gov 
ment's  trade  deficit  numbers  for 
exports  and  real  imports,  and 
change  in  the  savings/debt  ratic 
got  hooked  on  the  flow  of  money 
savings  and  debt  figures,"  Hyi 
says.  He  interprets  the  improven 
in  net  savings  as  a  harbinger  of 
deficit  improvement. 

But  when  he  comes  to  the  ov« 
economic  picture,  Hyman  ti 
much  grimmer.  He's  just  turned  rJ 
ish  on  bonds,  expecting  the  econt 
to  stay  strong  for  a  couple 
months.  However,  on  Hyman's  cc 
table  is  a  copy  of  Only  Yesterday,  r 
erick  L.  Allen's  history  of  the 
leading  to  the  Great  Depression.  F 
disturbed  by  the  parallels  bet\] 
then  and  now.  "The  market  crac 
[on  Oct.  19,  1987)  much  like  19 
he  answers,  and  he  calls  the  two 
nomic  patterns  "a  perfect  overlay 

Hyman,  who  is  43,  studied  < 
neering  in  Texas  and  switched  to 
nomics  at  MIT.  "You've  got  t( 
right  six  times  out  of  ten.  At  foi 
ten,  or  three  of  ten,  it  doesn't  go 
so  good."  Is  he  now  predicting  b 
lines?  "I've  got  to  work  for  a  livL 
can't  tell  people  we're  going  to  ha 
depression,"  he  says  with  a  grii 
grim  grin.— J.F. 


is  Aviation  president,  building  bis  own  plane 
A  dirty  airliner  is  a  corroding  airliner. 


Counterrevolution? 

Over  the  long  haul,  I  think  yi 
find  Buick,  at  least,  being  r 
simple  rather  than  more  compl 
ed,"  says  Edward  Mertz,  general  r 
ager  of  the  General  Motors  divis 
He's  talking  about  a  growing  s< 
that  automobiles  are  building  in 
much  technology. 

Car  testers  complain  about  a 
board  full  of  buttons  just  to  play 
radio,  mechanics  who  didn't  maj< 
electronics  at  MIT  worry  aboui 
pairing  the  complicated  autos, 
the  cost  of  such  electronic  mirc 
pushes     prices     up     (computer- 
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47st  Photo 
[he  Corporate  Choice 

n  the  numerous  Forbes  500  Corporations  who  rely  on  47st  Photo* 

Our  professional  corporate  staff  is  always  ready  to  provide  the  personal  attention  you  require 
for  all  your  corporate  needs.  To  open  your  corporate  account,  call  today  1-212-260-1104 


ULL  FEATURED  FACSIMILE 
TH  CONFIDENTIAL  RECEIVE 
MEMORY  &  HALFTONE 

jmber  speed  dial,  Timer,  Relay  broadcasting, 
lade  halftone,  18  sees,  per  page  rranmission, 
ler  function,  Auto  Redial,  Fax/Phone  switch- 
unction,  Copier  function. 


del  FO-300 


Model 
FAX-100 


brother 

HIGH  SPEED  FACSIMILE 

Compact  lightweight,  Easy  to  use,  Perfect  for 
desktop  &.  home,  Plugs  into  any  standard 
telephone  jack,  Contrast  control,  Fine  detail, 
Worldwide  G3  compatible,  Operates  as  a  copier, 
Transmits  crisp  copies  in  sec. 


TOSHIBA 

STATE-OF-THE-ART  FAX 

WITH  AUTO  PAPER  FEED  AND 

15  SECOND  TRANSMISSION 

15  second  per  page  transmission  speed,  Auto 
receive,  30  number  speed  dial,  Full  compatiblity, 
Built-in  timer  with  delayed  sending,  On-hook  dial- 
ing, LCD  display,  Voice  monitor,  Auto  redial. 


Call  or  write  for  our  special  low  prices! 


Model  3300 


FAX  HOTLINE  212-233-8330 


Computers  •  Office  Equipment  •  Cameras  •  Electronics  •  Audio  •  Video 
67  West  47th  St.  •  115  West  45th  St.  •  116  Nassau  St. 

NVCCA.  L1C  #800189-«91860        NYC  CA.  LIC.  #800191-811628         NYC  CA.  L1C.  #811627 

E.  Meadow  Plaza  Shopping  Center,  E.  Meadow,  N.Y.  (L.I.) 

Mail  Order  Department:  36  East  19th  Street,  New  York,  N.Y.  10003 

To  order  in  New  York  State  call  1-212-608-6934 

Out-of-state  toll-free  1-800-221-7774 

We  accept  major  credit  cards 
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trolled  brakes  add  more  than  $1,000). 

Indeed,  Buick's  dashboard  video 
screen,  which  works  the  radio,  heater 
and  other  functions — and  was  ordered 
on  Buicks  before  Mertz  got  there — is 
thoroughly  disliked  by  testers.  Now 
Mertz  is  wondering  how  useful  some 
other  drawing  board  electronics  will 
be,  like  the  electronic  navigational 
system  that  directs  the  driver  to  a 
destination.  "It's  fascinating,"  the 
Buick  boss  says.  "But  it  boils  down  to 
price-value,  and  how  sophisticated  a 
map  you  need.  And  who  needs  it?  If  it 
costs  $10,  maybe  it's  a  success,  but 
$1,000  or  $1,500  is  something  else. 
I've  got  an  open  mind,  but  I  don't 
know  if  it's  a  real  plus." 

Buick  was  the  cornerstone  of  Gen- 
eral Motors  in  its  early  days,  and  at 
times  the  only  car  at  GM  making 
money.  After  World  War  II  Buick  be- 
came the  quintessential  American 
dreamboat — one  of  ten  sales  in  1955 
was  a  Buick.  But  portholes  and  soft 
rides  went  out  of  style,  and  Buick  has 
fallen  on  hard  times.  Under  Mertz, 
Buick  has  bounced  back  a  bit;  the 
sales  increase  this  year  is  the  best 
among  the  General  Motors  divisions, 
but  it's  from  a  low  base. 

Among  the  techno-wonders  still 
coming:  heads-up  displays,  which 
project  instrument  panel  readings  on 
the  windshield,  computer-controlled 
suspensions,  electronic  maps  and  sat- 
ellite-beamed driving  instructions. 
All  this  pushes  up  costs,  of  course, 


Robert  Pamplin  Jr.  of  R.B.  Pamplin  Corp.  and  Christ  Community  Church 
"The  setbacks  in  my  life  have  spurred  me  on  to  achievement." 


John 


and  financing  on  today's  cars  already 
runs  five  years.  Are  the  gadgets  need- 
ed, or,  asks  Ed  Mertz,  are  they  "tech- 
nology for  technology's  sake?" — J.F. 


President  and  preacher 

With  all  the  people  out  there  giv- 
ing Christianity  a  bad  name,  I 
felt  someone  should  stand  up  and  say 
what's  right,"  says  Robert  Pamplin  Jr. 
The  bad  name  comes  from  the  evan- 
gelists who  have  made  so  many  head- 
lines recently.  And  Bob  Pamplin 
stands  up  by  preaching  in  his  own 
church,  Christ  Community  Church 
in  Sherwood,  near  Portland,  Ore. 
What's  unusual  is  that  this  preach- 


K  ( in  >up 


<\l  Hertz 
ion  is,  "Who  needs  it?" 


er  also  is  president  of  the  R.B. 
plin  Corp.,  a  holding  company 
controls  19  textile  mills  (the  Mc 
Vernon  Mills)  and  is  one  of  the  I 
denim  manufacturers.  He  and  hi 
ther  run  the  6,500-employee  co: 
ny,  which  is  also  into  gravel,  asp 
and  concrete,  and  has  about  $400 
lion  in  sales. 

"The  Church  isn't  a  tax  dodge, 
cause  I  don't  get  anything  out  c 
Dad  and  I  are  the  only  ones  to  gi\ 
it,"  he  says— $50,000  last  year.  "I 
feel  the  need  to  stand  up  for  wr 
consider  a  good  lifestyle — certa 
one  that  has  brought  me  a  great 
of  success." 

Pamplin  also  owns  one  of  Ore; 
larger  Marion  berry  (a  variety  of  bl 
berry)  farms,  as  well  as  a  filbert  f^ 
and  has  found  time  to  earn  eight 
lege  degrees,  including  the  doctc 
of  ministry  but  excluding  hone 
degrees.  He  has  written  seven  b 
such  as  Everything  Is  Just  Great  (N 
nomah  Press,  Portland,  1985),  an 
lectures  on  business  ethics.  Nan 
ly,  he's  a  firm  believer  in  delega 
authority  in  business. 

His  father,  R.B.  Pamplin,  76,  wa 
20  years  president  of  Georgia-Pa 
Corp.  "Dad  used  to  read  me  an: 
reports  and  the  Wall  Street  Jounu 
bedtime  to  make  sure  I  got  a  pr 
business  education,"  he  says. 

Pamplin,  who  lives  with  his  ^ 
Marilyn,  in  Portland's  fashion 
Lake  Oswego  suburb,  survived  a 
with  cancer,  which  led  to  the  m 
try  degree.  "The  setbacks  in  my  1 
he  says,  "have  spurred  me  oi 
achievement." — Gary  Eisler 
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lifference  between  a 
I  behind  the  wheel  of  a 
ir  and  a  drunk  behind 
sel  of  a  real  car  is  that 
le  of  them  is  funny, 
big  drunk  drivers  off 
ds  is  serious  business, 
end,  we've  developed 
me  called  Alcohol  Ox- 
lat  makes  sobriety  test- 
re  accurate  than  ever, 
nakes  it  faster,  because 
;  administered  and  ana- 
ght  there  on  the  spot, 
hoi  Oxidase  manufac- 
s  only  one  of  the  break- 
hs  in  biotechnology 
f  jatented.  Through  our 
i  a  Corporation  subsidi- 
e're  making  high- 
i  food  supplements  for 
t  ;s  as  small  as  a  fish  and 
( s  a  horse. 

►  the  human  animal, 
*  nology  has  led  us  to  re- 
?  n  medicines  that  could 
lap  blood  clots,  stop 
\  tacks  in  progress,  and 
it  ice  the  body's  natural 
» fighting  agents.  And 
iiinated  the  headaches 
i  reliever  manufacturers 
I  search  and  develop- 

vances  that  make  their 
imulations  possible. 
r  her  it's  keeping  the 

>  ife  for  our  children  or 
mew  roads  to  health, 
:  i  the  driver's  seat  and 
8 for  the  future. 

Hiore  information  write 

iJcia  Marshall,  Phillips 

torn,  16D-4  Phillips 

lartlesville,  OK  74004. 


I  Petroleum  Company 

,  rforming  to  meet 
Challenge  of  change. 
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irS  SOBERING  TO  THINK 

THAT  KIDS  TAKE  DRIVING  MORE  SERIOUSLY 

THAN  SOME  ADULTS. 


leane  J.  Klrkpatrick 

Former  U.S.  Representative  to  the 
United  Nations.  Insight  reader 


Jeane  Kirkpatrick,  author,  profi| 
stateswoman  and  mother  of  thre 
reads  Insight  magazine. 

She's  one  of  the  leaders,  influe 
and  decision  makers  who  read  //| 
magazine  every  week. 

In  fact,  according  to  a  Simmons 
Insight  reaches  the  highest  concenl 
affluent  readers  of  any  national  ne 

And  it  doesn't  get  lost  in  the  in-] 
gets  read.  Circulation  is  over  a  milll 
readership  is  nearly  four  times  tha; 

Why  does  )eane  Kirkpatrick  read 

"I  learn  things  from  Insight  whi(! 
learn  from  other  weeklies.  And  1 1| 
provides  what  it  promises— name 
on  important  world  events." 

If  you  want  advertising  results  l 
more  than  just  typical,  ask  your  al 
about  Insight.  Or  if  you're  with  anj 
call  us. 

In  New  York,  our  representativj 
Mandable  at  212/599-1730.  In  Chi 
DickWeithasat  312/346-8810.  In  J 
call  Jon  Stitleat  313/651-2770.  Inl 
Angeles,  call  Bill  Bauer  at  213/82([ 
And  in  Washington,  D.C.,  call  Tim| 
at  202/636-8870. 


Insi 

Talk  to  the! 
powers  that 


A  'typical  Mo: 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


tocks  and  little  stocks.  The  broad  market,  as  mea- 
by  the  Wilshire  index,  is  up  6.7%  since  the  start  of 
ear.  The  blue-chip  Dow,  which  has  traded  in  a 
w  range  around  the  2000  level  since  the  crash,  gained 
5.5%  during  the  same  stretch.  There  are  only  30  Dow 
s,  but  they  represent  about  1 7%  of  the  market's  total 
dization. 

w  about  the  almost  blue?  The  1,419  Big  Board  issues 
up  85%  of  the  capitalization  of  the  Wilshire  index  of 


more  than  5,700  issues.  These  stocks  are  up  5.5%  since 
the  start  of  the  year.  But  the  balance  of  the  Wilshire, 
mostly  small  companies  representing  about  15%  of  the 
weight  in  the  index,  is  doing  well.  Since  the  start  of  the 
year,  Amex  issues  are  up  15.9%,  while  Nasdaq  issues  are 
up  14.8%.  Secondary  stocks  have  also  moved  back  closer 
to  their  August  1987  peaks.  From  the  market  peak  of  Aug. 
25,  1987,  the  Dpw  is  off  26.3%,  the  NYSE  22.4%.  But 
Nasdaq  stocks  have  narrowed  their  losses  to  16.6%. 


1 

Closeup  On  the  Equity  Markets 

Performance  of  six  leading  indexes 

nt  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

1 4'  weeks 

-3.5 

-3.3 

-4.0 

-4.0 

0.4 

-0.6 

t  52  weeks 

-11.7 

-11.3 

-13.6 

-11.9 

-9.6 

-10.3 

StfM 

:k  performance  based  on  six  key  investor  yardsti 

cks 

1 

nt  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

t  4  weeks 

-4.1 

1.1 

1.5 

-0.7 

0.4 

0.9 

-0.8 

0.3 

3.2 

-0.8 

-2.4 

0.6 

i 

t  52  weeks 

-6.3 

17.2 

14.5 

2.7 

-4.6 

-1.7 

-2.7 

18.8 

15.0 

3.0 

-2.0 

14.4 

■ 

n 

e  index  reflects  p 
's  sensitivity  to  o 
mage,  determine 

rice  performance.  It  diife 
verall  market  movement, 
d  by  Wilshire  Associates 

rs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements 
High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 

of  equity  since  index  was 
more  stable.  4A  quantitati 

created.  2Based  on  sales, 
ve  evaluation  of  a  stock's 

*  ill  data  for  periods  griding  5/6/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Where's  the  volume?  During  the  last  two  weeks  the  New 

ick  Exchange  averaged  a  slow  146  million  shares  a 

of  that  was  in  dividend-stripping  plays. 

t  saw  19  million  shares  go  across  the 

ticker  as  it  was  about  to  go  ex-dividend. 

Most  of  the  excitement  was  in  takeovers,  both  real  and 
rumored.  Trucker  Arkansas  Best  was  up  62%  and  elec- 


tronics firm  Gould  was  up  29%  over  the  past  two  wc 
On  the  downside,  EMC,  a  computer  board  manufact 
fell  40%  on  disappointing  first-quarter  earnings.  M; 
favorite  Marion  Laboratories  finally  came  down  clos 
earth— only  8.2  times  book.  Marion  dropped  13.2° 
word  Bolar  had  come  up  with  a  clone  of  its  supei 
Cardizem,  which  accounts  for  58%  of  Marion  reveni 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  2  weeks 


Capital  goods 

+  50            |           | 

Kr~^~ 

5 1 1 1 1 1 1 1 1 1 1  i  ii 1 1 1 

1 1 1 1 1 1 1 1 1 

'87 

'88 

Energy 

+  50              ^**^ 

\^~^~ 

~2S    1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

MINIMI 

'87 

'88 

Consumer  durables 

+  50          ^>^ 
.^[1.0^^. 

Y  ^^~ 

" 1  1  1  1  1  1  1  1  1  1  1  1 

1  1  1  1   1  1  1  1   1 

•87 

88 

Finance 

+  50            |           | 

\^~~ 

~25  ii  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  1 1  i  i  i 

'87 

'88 

Transportation 

+  50            |           | 

\r^~^ 

""  1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

1  1  1  1  1  1  1  1  1 

■87 

•88 

Consumer  nondurables  and  sen 
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Raw  materials 


+  50 
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Utilities 


+  50 
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What  the  Analysts  Think 


Image  problems.  Worried  security  analysts  keep  down- 
grading 1988  earnings  estimates  tor  the  finance  sector. 
This  group  includes  Wall  Street   turns,   big  banks  and 


insurance  companies.  The  stocks  are  now  trading 
times  estimated  1988  earnings.  Yet  a  number  of 
stocks  have  reported  strong  first-quarter  earnings. 


I 


lug  tbe 

*  Sales  500 

per 

Average 
lings  per 
share           P/E 

.63         14.0 

10.5 

9.6 

Rank  based  on 
change  In  estimate 

Sector 

1  Miniated  1988 
EPS              P/E 

%  change  in  1988  est 
in  2  weeks       in  4  w 

l 

Kj»  material] 

$2.90 

10.6 

1.08% 

2.4 

2 

Energy 

2.85 

13.8 

1.02 

IJ» 

3 

Consumer  durables 

4.16 

13.0 

0.66 

4.1 

4 

Capital  noods 

2.56 

14.6 

0.54 

1.1 

5 

Technology 

2.86 

11.7 

0.51 

(II 

6 

Transportation 

2.45 

10.9 

0.03 

04 

7 

Convunei  nondurables 

2.54 

12.6 

-0.05 

-0.1 

8 

Utilities 

2.42 

9.4 

-0.18 

-0.5 

9 

Finance 

3.46 

7.6 

-0.53 

-lJ 

Note    All  data  tot  pci,...!-  emling  . 


.iitii-in.il I \  by  the  Institutional 
'"   \\  ilshire  S.int.i  Monica    I'.ilit     I      s    .1  mimic  ot  I  viull    lones  .S  Kv.in,  New  York 


.is.  11  mis  estimates  trom  over  2,000  security  analysts  Data  are  compiled  and  updated 
1  Nev,  York-based  brokerage  firm 
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Iairis/3M  introduces 
he  latest  thing 
d  come  out  of 
ax  machines 


Now  you  can  try  out  a  Harris/3M  fax  machine  free. 

We'll  put  one  in  your  office  for  up  to  14 
days  just  so  you  can  see  how  reliable,  how  efficient 
and  how  fast  fax  machines  really  are. 

And  you'll  also  see  that  in  the  15  years 
Harris/3M  has  been  in  the  fax  business,  we've  put 
together  a  machine  and  a  customer  support  system 
that's  second  to  none. 

If  you're  ready  to  see  how  much  faster 
business  moves  with  a  fax,  call  Harris/3M  at 
1-800-44  FAX  IT.  Or  mail  in  the  coupon  today 
There's  no  obligation,  but  it  is  a  limited  time  offer, 
so  act  fast. 

□  Yes,  I'm  ready  to  give  a  Harris/3M  fax  machine  a  free  trial 
with  no  obligation. 

Name 


Company. 
Address 


Phone 

D  Please  also  send  information  on  Harris/3M's  full  line  of 
copying  systems.  ffb530 

Harris/:iM  Document  Products,  Inc.,  P.O.  Box  785,  Dayton,  OH  4M01 


J 


I  imv:jM  Document  Products,  Ine  Hams  is  a  trademark  of  the  Hams  Corporation.  3M  is  a  trademark  of  the  3M  Company 

I I  lor  businesses  with  approved  credit  at  participating  Harris/3M  sales  offices.  Length  of  free  trial  may  vary. 


HARRIS  3M 

FACSIMILE  MACHINES 
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the  Forbes/TUCS  Institutional  Portfolio  Report 


Edited  by  Steve  Kichen 


Pfe  ension  funds  are  selling  securities  and  moving 
"  into  cash.  They  have  allocated  10.8%  of  their  portfo- 
lios to  cash,  the  highest  level  in  over  two  years.  This 
makes  Jim  Awad,  president  of  BMI  Capital,  quite  happy. 
"The  fact  that  the  institutions  have  so  much  cash  is  very 
bullish  for  stocks.  The  money  has  to  go  somewhere. "  Thus, 
bullish  Awad  has  only  5%  of  his  portfolio  in  loose  cash. 
Cash  hoards  are  but  one  sign  of  the  sobering  effect  of  the 
October  crash  on  institutional  investors.  It  has  also  made 
them  more  yield  conscious.  Their  typical  portfolios  yield 
3.5%,  versus  3%  for  the  Wilshire  index  of  5,700  securities. 
And  they  are  staying  with  less  volatile  stocks;  their  typical 
portfolio  trades  at  14.2  times  trailing  12-month  earnings, 
which  is  less  than  the  Wilshire  multiple  of  15.8. 

The  "segment  performance  and  cash  flows"  table  also 
indicates  the  shift  to  caution  in  institutional  philosophy. 
The  convertible  bond  segment  is  gaining  popularity  at  the 
expense  of  straight  equities.  Thanks  in  good  part  to  heavy 
institutional  buying,  convertibles  were  the  best  invest- 
ment for  the  quarter  with  a  median  total  return  of  8.6%, 
followed  by  equities  with  a  7.9%  return. 

Managers  who  focused  on  emerging  growth  stocks  post- 
ed the  best  performance  last  quarter.  But  the  gain  in  these 
stocks  could  be  more  a  rebound  from  the  tremendous 
losses  they  took  in  October  than  a  fundamental  shift  in 
market  direction. 

What  were  the  institutions  doing  last  quarter?  Dump- 
ing old  favorites  like  Digital  Equipment  at  the  first  sign  of 
weakness.  Digital  reported  flat  earnings  and  saw  its  stock 
drop  22.6%  in  the  quarter.  Indeed,  this  and  other  moves 
shown  in  the  "position  changes"  table  at  the  lower  right 
are  strong  circumstantial  evidence  of  window-dressing. 
Money  managers  tend  to  load  portfolios  with  hot  stocks  at 
the  end  of  a  quarter,  so  they  will  show  up  on  reports  to 
clients.  If  the  manager  got  in  after  the  big  move,  of  course, 
this  does  no  good  for  the  client.  The  institutions  also 
unloaded  such  former  darlings  as  Motorola,  General  Re 
and  Kodak,  which  look  bad  now.  They  stocked  up  on  Ford, 
which  would  have  been  a  smart  stock  to  buy  a  while  ago. 
Big  movers  Federated  Department  Stores  and  Texaco  were 
also  popular  in  quarter-end  reports. 

Data  courtesy  of  the  Trust  Universe  Comparison  Ser- 
vice, sponsored  by  Santa  Monica-based  Wilshire  Asso- 
ciates. TUCS  monitors  results  on  more  than  $360  billion 
in  pension  fund  assets. 


How  different  managers 

performed 

Manager  style 

recent  quarter 

-Total  return  '- 
12  months 

24  months4 

Diversified 

72% 

-14.7% 

-9.7% 

Grow  t!i 

5.0 

-17.8 

-12.1 

■  ih — emerging 

12  1 

-13.6 

-7.5 

kct  timer 

5.7 

-14.3 

-8.9 

•tor 

7.4 

-13.5 

-8.5 

9.1 

14.5 

-9.6 

Where  the  institutions  put  their  money 

Segment 

— Portfolio  weightin 

most  recent         previ 

quarter              quai 

Equity 

57.2%               56 

Fixed  income 

30.9                   31 

Cash  and  equivalents 

10.8                   10 

Convertibles 

0.7                     0 

Other1 

0.4                   n 

Equity  portfolio  characteristics 

Institutional        Wits' 
portfolios              501 

Price/earnings  ratio 

14.2                   15.J 

Dividend  yield 

3.5  %                3.( 

Beta2 

1.06                   l.( 

Price/sales 

1.10                   l.( 

Price/book 

2.77                   2.! 

Segment  performance  and  cash  flows 

— Most  recent  quarter — 
median              shift  in 
total            institutional 
Segment                return              holdings 

Latest  12  montl 

median              shif 
total            institu 
return              hold 

Equity                       7.9%             -3.0% 

-«.1%              -3.6 

Fixed  income           3.7                 -1.6 

4.6                 -8.2 

Cash  equiv               1.7                   7.6 

7.1                   26.7 

Convertibles            8.6                   6.6 

-4.4                    6.3 

Other'                      1.8                -0.5 

5.6                  -5.1 

Total                 5  8                 -1.4 

-0.4                    4> 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 

Increase     Total 
in         quarter 
Security                  holdings    return 

Decrease 
in         q 
Security                holdings    t 

May  Dept  Stores        4.2%      20.7% 

Digital  Equip          -4.7%    - 

Ford  Motor                 3.1           15  1 

Eastman  Kodak      -3  5 

General  Motors         3.1           18.6 

Texas  Instrs            -2.6 

BellSouth                    2.9            8  1 

Cray  Research        -2.5 

IBM                             2.3         -5.9 

Alcan  Aluminium -2  4 

Federated  Dpi  Strs     2.3        124  1 

General  Re             -2.2 

v. 

AT&T                         2.1             1.1 

Alcoa                      -2.1 

Exxon                          2  1           11.6 

Motorola                 -2  1 

Texaco                         1.7          28.9 

TeleCommun        -2.0 

General  Elec               16         -7.8 

Waste  Mgmt           -1.9 

d  insurance  contracts       \  measure  ol  risk  a  stock  with  .i  beta  ol  1  00  tends  to  move  up  or  down  aitr 
nvestments      'Figures  foi  24  months  are  annualized 

i  ftust  Universe  Comparison  Service  (TUCS*)  a  service  of  Wilshire  Associates,  Santa  Monica  Call! 
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ere  the  institutions  are — and  aren't 

Most  overweighted  relative  to  Wilshire  5000 

Most  underweighted  relative  to  Wilshire  5000 

%of 
institutional 
irity                                                      universe 

Wilshire 
5000 

%  of 

institutional 
Security                                                 universe 

Wilshire 
5000 

Dept  Stores                                              0.7% 

0.3% 

IBM                                                            2.3% 

4.3% 

ip  Morris                                                 1.3 

1.0 

Exxon                                                         1.2 

3.0 

rated  Dept  Stores                                     0.5 

0.2 

Matsushita  Elec  ADR                             0.2 

1.3 

rpillar                                                           0.4 

0.2 

Hitachi  Ltd  ADR                                     0. 1 

1.1 

le  Computer                                           0.4 

0.2 

British  Petrol  ADS                                   0.1 

1.2 

1                                                                  0.3 

0.1 

General  Electric                                        1.5 

2.3 

iburton                                                   0.3 

0.2 

AT&T                                                       0.8 

1.6 

iputer  Assocs                                            0.2 

0.0* 

Royal  Dutch  Petrol                                0.8 

1.5 

art                                                              0.5 

0.3 

Glaxo  Holdings  ADR                              O.Ot 

0.7 

e  &  Co                                                      0.2 

0.1 

B.A.T  Inds  ADR                                       O.Oi 

0.6 

i  institutions  often  favor  concepts  over  quality.  Once 
tattle  started  over  Federated  Department  Stores,  the 
|:utions  began  buying  other  retailers.  For  example, 

Sjuarter  the  institutions  increased  their  holdings  in 
Department  Stores  by  4.2%,  buying  pressure  that 


contributed  to  the  stock's  20.7%  total  return.  May's 
weight  in  the  institutional  portfolio  is  now  more  than 
double  its  relative  weight  in  the  overall  market.  Mean- 
while, the  institutions  are  underweighting  blue  chips  like 
Exxon,  General  Electric  and  some  big  Japanese  firms. 


— 

tor  activity  and  top  holdings 

institutional  portfolio:         1     most  recent  quarter          ■     previous  quarter 

tal  goods                              6.2%    5.3% 

Consumer  durables 

4.3%     4.1% 

Consumer  nondurables 

28.9%     27.9% 

total  return 

total  return 

total  return 

;ral  Electric                                    -7.8% 

General  Motors 

18.6% 

Philip  Morris 

6.0% 

rpillar                                               0.9 

Ford  Motor 

15.1 

Merck 

-0.4 

rson  Electric                                -11.6 

Chrysler 

7.3 

May  Dept  Stores 

20.7 

inghouse  Electric                           4.9 

Goodyear  Tire  &  Rubber 

6.8 

Johnson  &  Johnson 

6.6 

e&Co                                         33.1 

Matsushita  Elec  ADR 

27.8 

Coca-Cola 

3.0 

?y                                             8.8%     7.4% 

Finance 

11.7%     14.3% 

Raw  materials 

15.2%     14.i 

total  return 

total  return 

total  return 

n                                                     11.5% 

American  Express 

7.4% 

Dow  Chemical 

-8.8% 

co-                                                    7.6 

Am  Intl  Group 

-10.5 

EI  du  Pont  de  Nemours 

-6.5 

1                                                      14.6 

IP  Morgan 

-7.2 

Waste  Management 

-7.1 

1  Dutch  Petrol                                 6.4 

Citicorp 

4.5 

Alcoa 

-6.2 

Uic  Richfield                               23.3 

General  Re 

-13.8 

Monsanto 

-2.1 

jnology                                15.1%     15.7% 

Transportation 

4.1%    3.9% 

Utilities 

5.7%     6.8% 

total  return 

total  return 

total  return 

-5.9% 

Union  Pacific 

19.1% 

AT&T 

1.1% 

i  al  Equip                                       -22.6 

Norfolk  Southern 

4.9 

BellSouth 

8.1 

I  ett-Packard                                     4.4 

CSX 

4.9 

Pacific  Telesis 

7.5 

o  >f!                                                    26.6 

AMR 

22.7 

GTE 

2.4 

krola                                              -11.8 

Burlington  Northern 

9.4 

Nynex 

1.8 

1 1  figure  is  0.04%.     tExact  figure  is  0.02%      ± 

Exact  figure  is  0.03% 
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COMMERZBANK  $2. 


«  Quality 

is  the  cornerstone 

of  achievement » 


Focus  on  global  investment  bankin| 

Healthy  earnings  performance  in  1987  -  Dividend  maintained 


Commerzbank  succeeded  in  post- 
ing impressive  results  in  a  difficult 
1987,  which  saw  both  the  Bank's  busi- 
ness volume  and  market  share -dom- 
estic as  well  as  international -grow, 
reflecting  its  inherent  strength  and 
resilience.  Earnings  for  both  the  Parent 
Bank  and  the  Group  continued  strong 
but  did  not  quite  match  their  1986 
record  levels  -  largely  due  to  adverse 
conditions  in  the  securities  markets. 
Commercial  banking  activities  re- 
mained brisk,  though,  with  aggregate 
lending  expanding  considerably  espe- 
cially at  the  longer  end. 


Commerzbank  Group  Highlights 

DM  billion     1987         [986 

Total  assets                      161.7 

148  2 

Total  lending                   109.0 

102.7 

•wed  funds               153  5 

1 403 

Capital  and  reserves           5. 1 

4.9 

423 

408 

The  Groups  equity  base  was  rein- 
forced yet  again,  and  has  now  reached 
over  DM  5  billion.  Investments  in  staff 
and  banking  technology  were  once 
more  stepped  up.  The  years  good 
results  have  enabled  Commerzbank 
to  maintain  a  dividend  of  DM  9  per 
DM  50  nominal  share. 

In  line  with  one  of  its  major  strate- 
gic goals  for  the  1980s,  Commerzbank 
has  further  extended  its  international 
investment  banking  capacity.  In  Tokyo, 
Commerz  Securities  Oapan)  Co.  Ltd. 
was  opened  in  mid-1987.  In  New  York, 
Commerzbank  Capital  Markets  Cor- 
poration started  operations  this  March. 
Shortly  before,  the  Geneva  branch 
of  the  Bank  s  Zurich  subsidiary,  Com- 
merzbank (Switzerland)  Ltd,  was  es- 
tablished. Another  subsidiary,  Com- 
ma/ International  Capital  Manage- 
ment GmbH,  was  formed  in  Frankfurt 
to  provide  multicurrency  asset  manage- 
ment services  to  international  institu- 
tional investors. 

Also  backed  by  its  extensive  Ger- 
man-based facilities  and  the  securities- 
related  activities  of  its  London,  Luxem- 
bourg and  Singapore  outlets,  Com- 
merzbank is  now  well  positioned  to 


offer  high-quality  investment  ban! 
services  in  the  world's  major  mark 
Figures  for  the  early  months  of 
1988  point  to  another  successful  y 
the  results  of  which  Commerzbar 
pects  to  compare  favorably  with  t 
achieved  in  1987. 

For  further  information,  please  contact: 

Commerzbank  AC,  Atlanta  Agency 
1360  Peachtree  St.  N.E,  Suite  1720,  Atlanta 
C  A  30  309,  Telephone:  (404)  873-6868 
Telex:  ITT  461 1085  cbk  atl 

Commerzbank  AG,  Chicago  Branch 
55  East  Monroe  Street,  Suite  4640,  Chicago 
1L  60603.  Telephone:  (312)  977-0400 
Telex:  WU  25  3360  commerz  ego 

Commerzbank  AG,  Los  Angeles  Branch 
707  Wilshire  Boulevard,  Suite  3627,  Los  Ang 
CA  90017,  Telephone:  (213)  623-8223 
Telex:  ITT  472  0321  cbkla  ui 

Commerzbank  AG,  New  York  Branch 

55  Broad  Street,  New  York.  NY  10004-2552 

Telephone:  (212)  2086200,  Telex:  ITT  42  3561 


S82. 

Commerzbai 

German  knowhow  in  global  fi 


k    Amsterdam.  Antwerp.  Atlanta.  Barcelona   Beijing,  Brussels,  Buenos  Aire#Cairo,  Caracas.  Chicago.  Cope 
..hanncsburg,  Londoa  Los  Angeles.  Luxembourg  Madrid.  Manama  (Bahrain),  Mexico  City,  Moscow,  New  York, 
Pans,  Rio  de  larviro.  Rotterdam,  Sao  Paulo  Singapore,  Sydney,  Tehran.  Tokyo,  Toronto,  Zurich. 


Capital  Markets 


MONEY  &  INVESTMENTS 


ometimes  people  take  frightening  risks 
j  grab  a  fraction  of  a  point  more  inter - 
st.  Ever  hear  of  risk/reward  ratios? 

i    RISKS  WITHOUT 
REWARDS 


cum  of  additional  yield.  It's  like  not 
buying  fire  insurance  on  your  home 
in  order  to  save  $300  a  year. 

Jim  Grant,  editor  of  Grant's  Interest 
Rate  Observer  and  an  occasional 
Forbes  columnist,  tells  of  the  prob- 
lems faced  by  some  investors  in 
debt  issues  of  Revco  D.S.,  the  dis- 
count drug  chain.  When  Salomon 
Brothers  arranged  this  steeply  lever- 
aged buyout  in  December  1986,  it 
offered  senior  subordinated  13 'As  of 
1994  as  well  as  subordinated  13.30s 
of  1996.  The  former  has  a  prior  call 
on  assets  in  the  event  of  failure.  But 
in  November  the  two  junk  bonds 
were  trading  with  almost  identical 
yields  to  maturity,  only  16  basis 
points  apart. 

Leveraged  buyouts  are  supposed 
to  be  a  gold  mine  for  everyone,  but 
this  one  wasn't.  Debt  of  over  $1 
billion  is  piled  on  stockholder  equi- 
ty of  minus  $103  million.  The  com- 
pany's cash  is  almost  gone.  Salo- 
mon is  being  replaced  as  invest- 
ment banker  by  Drexel  Burnham 
Lambert.  Since  November  the  ju- 
nior debentures  have  fallen  56%  in 
price  (to  a  recent  40),  while  the 
somewhat  senior  issue  has  fallen 
only  41%,  to  54.  The  people  who 
bought  the  junior  issue  last  fall  were 
reaching,  taking  a  much  greater  risk 
of  capital  loss,  in  order  to  get  a  sixth 
of  a  percentage  point  more  interest. 
Then  they  fell  off  the  ladder. 

Thomas  Sowanick,  senior  fixed- 
income  strategist  at  Merrill  Lynch 
Capital  Markets,  picks  up  on  the 
same  theme  in  a  comparison  of  two 
government  bond  issues.  The  risk 
here  is  not  a  catastrophic  one — it 
has  to  do  with  call  protection — but 
the  principle  remains:  Don't  take 
on  a  risk  in  return  for  a  picayune 
increment  of  yield.  The  bonds  in 


lis  is  a  column  about  bonds,  but  it 
fens  with  a  little  horror  story 
(out  stock  options.  According  to  a 
juntive  letter  to  the  editor  that 
ipeared  recently  in  a  newspaper,  a 
^ired  couple  in  Dix  Hills,  N.Y. 
•  :nt  into  options.  Then  came  the 
tish,  and  the  investors  not  only 
!  m  their  retirement  savings  wiped 
1 1  but  ended  up  in  debt  to  brokers 
I  $1.5  million. 

.  have  nothing  against  risk  for 
|  aple  who  are  in  a  position  to  take 
iand  who  are  appropriately  com- 
lasated  for  that  risk.  But  look  at 
liat  we  have  here.  A  retiree,  not 
Intent  with  the  10%  return  avail- 
lle  on,  say,  a  government-guaran- 
ty Ginnie  Mae,  is  writing  puts 
|i:ause  that  seems  to  be  an  easy 
i  y  to  put  a  little  extra  income  into 
I.  pocket.  The  chance  of  a  crash  of 
t :  magnitude  we  saw  was  seem- 
i;ly  remote.  So  people  took  that 
lance.  But  to  what  end?  For  a  few 
E:ra  points  of  return? 

shifted  into  the  context  of  the 
tnd  market,  the  moral  is  this: 
I  n't  reach  for  income.  Accept  cer- 
t  n  risks,  especially  in  a  well-diver- 
I  ed  portfolio.  But  don't  expose 
lirself  to  a  catastrophic  loss,  how- 
■  :r  unlikely,  in  return  for  a  modi- 

I  Wcberman  is  a  senior  editor  of  Forbi  s 
I  vqzine. 


question  are  both  denominated  in 
U.S.  dollars.  One  is  the  Ontario  97/«s 
of  2009,  rated  AA  + ,  callable  in  six 
years  at  103.75  and  trading  to  yield 
9.98%  to  maturity.  The  other  is  the 
noncallable  AA-rated  New  Zealand 
9.9s  of  201 1,  trading  to  yield  9.96% . 
If  interest  rates  go  down  sharply 
over  the  next  six  years,  the  holders 
of  the  Ontario  bonds  will  have  their 
money  handed  back  to  them  (with  a 
modest  premium)  and  will  suffer 
lower  coupons  for  the  succeeding  15 
years.  In  return  for  this  potential 
damage  they  are  getting  an  extra  2 
basis  points  of  yield  now,  $2  on  a 
$10,000  investment.  Overreaching. 

At  the  end  of  1987  First  Republic- 
Bank's  11 '/4%  notes  of  1989  were 
still  trading  at  94,  close  to  the  year's 
high,  even  after  the  Texas  bank 
holding  company  had  reported  big 
losses  and  seen  its  stock  collapse 
from  26  to  3.  Note  buyers  expected 
a  quick  payoff  and  wanted  the  15% 
yield  to  maturity.  By  the  end  of 
April  it  was  apparent  that  the  FDIC 
wasn't  about  to  bail  out  holders  of 
parent  company  debt.  The  notes  are 
down  in  price  to  the  mid-30s. 

One  more  case  study  in  risk  ver- 
sus reward.  If  you  buy  30-year  Trea- 
surys  rather  than  3-month  Trea- 
surys,  you  are  taking  a  big  risk,  the 
risk  of  severe  inflation.  You  are,  on 
the  other  hand,  being  well  compen- 
sated: Yields  on  the  bonds  are  300 
basis  points  higher  than  on  the  bills. 
There  is  no  simple  formula  that 
tells  whether  this  particular  reward 
is  worth  its  risk.  Who  knows  what 
political  wind  will  be  swaying  the 
Fed  in  the  next  century? 

There  is,  nonetheless,  a  compro- 
mise position  that  will  enable  you 
to  get  good  yields  while  reducing  a 
different  sort  of  risk  over  the  next 
year  or  two,  namely,  the  risk  of 
missing  the  peak  in  interest  rates. 
Bond  rates  could  go  to  9Vi%  or  10% 
before  turning  back  down,  or  they 
could  head  straight  down  from  the 
current  9.2%.  Solution:  Don't  try  to 
hit  the  yield  top  (bond  market  bot- 
tom). If  you  have  a  big  slug  of  mon- 
ey to  put  away  in  Treasurys  for  the 
long  pull,  invest  a  third  now,  a  third 
in  six  months  and  a  third  in  a  year. 
You  won't  do  as  well  as  the  luckiest 
market  timer,  but  you  will  do  better 
than  someone  who  puts  the  whole 
stake  down  on  one  day  and  picks 
the  wrong  day.  And,  in  all  likeli- 
hood, you  will  do  better  than  some- 
one who  stays  indefinitely  in  cash. 
Those  9%  bonds  will  look  great 
when  rates  are  falling  below  8%.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


Neither  bullish  nor  bearish,  most  money 
movers  are  bored  and  listless. 

AIN'T  GOT 
NO  CONVICTION 


By  Susan  Lee 


Much  is  being  said  about  lethargy  in 
the  ranks  of  small  investors.  But 
don't  look  for  raving  enthusiasm 
among  the  pros,  either.  Joel  Leff  of 
Forstmann-Leff,  who  usually  says 
something  ferociously  opinionated, 
said  recently,  "It's  a  bad  time  to  call 
me.  I  have  no  opinion.  The  market 
has  no  significant  upside  potential, 
and  it  probably  won't  go  down  very 
much,  either." 

Lack  of  conviction  has  gotten  so 
severe  that  many  of  the  big  money 
managers  are  embarrassed  to  an- 
swer the  phone.  And  those  who  do 
can  report  only  that  they  arc  in  a 
holding  pattern,  selling  a  little 
when  the  market  goes  up  and  buy- 
ing a  bit  when  the  market  goes 
down.  As  Peter  Smith  of  Hutton 
Asset  Management  says,  "The  near- 
term  outlook  is  filled  with  crosscur- 
rents—one day  inflation  is  dead,  the 
next  dav  it's  back.  People  flip  back 
and  forth  quite  rapidly,  and  their 
time  horizon  is  no  longer  than  a 
month  or  two." 

Thus,  the  market  seems  kind  of 

.mated.  When  stocks  go  up  bc- 

se  the  fundamentals  look  good, 

that  the  bond  market,  where 

ill    and    yields    rise     when 

0  up,  that  spooks  the  stock 


market,  which  heads  down  again. 

Most  money  managers  think  that 
the  market  is  trapped  in  a  trading 
range.  They  expect  the  Dow  to  see- 
saw between  1850  and  2300.  Even 
the  most  bearish  are  discounting  a 
slide  back  to  the  1700s,  because  the 
market  looks  fairly  valued  now. 
The  more  bullish  are  counting  on 
the  upside  of  this  range,  because 
they  see  potential  for  earnings 
growth  and  lots  of  cash  in  U.S.  and 
foreign  portfolios. 

As  for  the  economy,  most  money 
runners  agree  with  Greg  Clark  at 
Bessemer  Trust,  who  thinks  the 
economy  is  in  a  muddle-through 
mode.  And  albeit  there  is  lots  of 
nervous  talk  about  a  recession,  no- 
body expects  negative  growth  until 
after  the  elections — at  the  earliest. 

Among  the  few  with  strong  opin- 
ions, Gary  Helms  at  Criterion 
Group  says  his  bet  is  on  a  declining 
market,  because  the  economy  is  too 
strong  and  it's  too  late  in  the  cycle 
to  be  celebrating  earnings  gains.  He 
argues  that,  with  consumers  still 
spending,  and  manufacturing  and 
exports  quite  strong,  inflation  is  be- 
ginning to  perk  up.  "I'm  seeing 
shortages  in  industries  like  news- 
print and  memory  chips  that  I 
haven't  seen  for  years,"  he  says. 

Byron  Wien  at  Morgan  Stanley, 
however,  is  bullish.  He  thinks  that 
the  economy's  strength  is  decep- 
tive—and that's  good  for  the  mar- 
ket. "I'm  basically  optimistic,"  he 
says.  "The  consumer  will  slow 
down  his  borrowing,  so  interest 
rates  will  come  down.  That's  what 
the  market  needs  to  go  up."  He 
thinks  that  the  economy  will  no- 
ticeably soften  toward  the  middle  to 
end  of  this  yeai 

Longer  term   predictions  can   be 


almost  morbid.  Joel  Leff,  for  exar 
pie,  says  that  the  easy  money  h 
been  made.  "The  Reagan  era  of  lai 
sez-faire  was  a  positive  enviro 
ment  for  stocks;  long-term  avera 
rates  of  return  have  been  abo 
16%,  versus  historical  returns 
9.5%,"  he  says.  "But  now  the  gol 
en  age  is  over,  the  next  five  yea 
will  be  very  difficult." 

Most  money  runners  are  in  qui 
remarkable  agreement  on  what 
buy  and  what  not  to.  Almost  n 
body,  for  example,  likes  electric 
utilities,  consumer  products — esp 
cially  retailers — and  interest-rat 
sensitive  stocks. 

On  the  other  hand,  almost  ever 
body  likes  papers  (International  F 
per,  Champion),  aluminum  (Alec 
Reynolds),  chemicals  (Du  Por 
Dow),  drugs  (Merck,  Lilly)  and 
occasional  technology  stock  (DEC 

Greg  Clark  says  he's  up  for  hi; 
unit  growers,  regardless  of  econoi 
ic  trends.  He  likes  medical  comp 
nies.  "The  whole  group  has  mul 
pies  below  their  growth  rate;  th 
usually  sell  at  two  times  th< 
growth  rate,"  he  says.  He  mentio 
Warner-Lambert  and  Syntex,  bo 
of  which  have  solid  produc 
Warner-Lambert  has  Lopid,  a  ch 
lesterol-reducing  drug,  and  Synt 
has  Naprosyn,  an  antiarthritic  dn; 

Gary  Helms  owns  a  lot  of 
stocks.  He  figures  that  even  if  the 
is  no  agreement  among  the  OPI 
people,  prices  will  stabilize  aroui 
S 1 8  per  barrel;  nice,  since  he  says  ■ 
companies  are  earning  more  at  $ 
per  barrel  than  they  did  at  $25.  Pit 
says  Helms,  oil  companies  are  tra 
ing  at  a  substantial  discount  to  th< 
net  asset  value  per  share. 

Helms  loves  Arco  best  of  all;  a 
he  also  holds  Phillips  and  Unoc 
which,  as  financially  leverag 
companies,  should  really  do  wi 
now  that  their  earnings  are  comi 
through. 

Net-net,  then,  there  are  plenty 
reasons  for  the  market  to  contin 
to  seesaw.  U.S.  money  move 
won't  commit  their  cash  absent  u 
mistakable  signals  that  the  ecou 
my  isn't  overheating  and  in  ten 
rates  are  stabilizing  at  lower  leve 
And  foreign  managers  won't  cot 
mit  absent  unmistakable  signs  th 
the  dollar  has  bottomed.  Th 
leaves  the  field  to  the  nervous, 
selling  and  buying  and  selling  agai 
As  Peter  Smith  of  Hutton  saj 
"The  psychology  in  the  market 
about  as  bad  as  I've  seen  it — cauti' 
and  concern  are  rampant."  ■ 


CFR  BECAUSE 

FINANCIAL  OPPORTUNITIES  CAN 

BE  TRICKY  TO  FOLLOW. 


o  keep  track  of  every  fast-moving  financial  opportunity 
in  the  blink  of  an  eye,  you  could  end  up  empty  handed, 
rhat's  why  you  need  the  expertise  of  someone  with  the 
ified  Financial  Planner™  designation.  From  tax  manage- 
:  to  insurance.  Retirement  planning  to  estate  planning. 
?P,M  can  help  you  make  the  right  choice  when  all  your 
ns  start  to  look  the  same. 

What  makes  the  CFP  designation  so  respected?  Most 
have  earned  it  are  graduates  of  the  College  for  Financial 


banning®.  And  all  have  passed  a  series  of  rigorous  examina- 
tions from  the  International  Board  of  Standards  and  Practices 
for  Certified  Financial  Planners,  Inc.  (IBCFP). 

But  the  testing  doesn't  end  there.  The  IBCFP  also  en- 
forces a  strict  Code  of  Ethics  and  continuing  education  require- 
ments through  its  annual  review  of  every  CFP  designate. 

So  look  for  the  CFP  symbol.  Because  keeping  track  of 
your  money  should  be  a  game  of  skill.  Not  chance. 


This  message  sponsored  by 

College  for  Financial  Planning 

9725  East  Hampden  Avenue,  Denver,  Colorado  80231 

)  1988.  College  for  Financial  Planning.  Certified  Financial  Planner  and  CFP  are  certification  marks  of  the  IBCFP 


ne  your  free  brochure,  Choosing  the  Right  Financial  Planner.  Return  to  Coflege  for  Financial  Planning,  9725  E.  Hampden  Ave.,  Denver.  CO  80231. 
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MONEY  &  INVESTMENTS 


By  David  Dreman 


Seven  months  after  the  crash,  little  has 
been  done  to  stop  the  practices  that  got  us 
into  the  mess  in  the  first  place. 

WHY  THE  PUBLIC 
IS  STAYING  HOME 


major  force  that  drove  the  market 
down  $1  trillion  in  days.  These 
strategies  make  the  market  a  pri- 
vate game  preserve,  where  a  handful 
of  behemoths  behave  like  stamped- 
ing elephants,  trampling  down  any- 
one unwise  enough  to  be  in  the  way. 

So,  why  doesn't  anyone  do  any- 
thing about  the  situation?  Because 
those  who  profit  have  become  im- 
mensely powerful  vested  interests. 
There  are  big  bucks  still  to  be  made. 
For  the  Chicago  Mercantile  Ex- 
change, financial  futures  are  expo- 
nentially more  profitable  than  pork 
bellies  and  cattle  futures,  for  de- 
cades big  sources  of  revenue.  For  a 
few  major  brokerage  houses,  index 
arbitrage  is  one  of  the  best  streams 
of  income  left,  what  with  revenue 
drying  up  all  around  them.  Since  the 
strategies  arc  very  complex,  it's 
easy  to  blow  smoke  about  their  im- 
portance to  cloud  the  public's  view. 

But  notice  this:  The  very  propo- 
nents of  futures  and  options  have 
been  quietly  restraining  their  use. 
Before  the  crash  these  same  people 
argued  vigorously  in  favor  of  keep- 
ing margins  razor  thin  and  against 
putting  limits  on  futures  price 
movements  Since  then,  they  have 
quietly  but  dramatically  changed 
their  tunc.  Margins  have  been 
raised  on  numerous  occasions. 
Now,  while  still  too  low,  they  are 
more  than  double  the  level  pre- 
crash.  Price  limits  previously  said 
to  be  unnecessary  also  have  been 
posted,  while  index  arbitrage  has 
been  curtailed.  If  their  advocates  ar- 
gue so  vehemently  that  futures 
were  QOt  to  blame,  why  change 
their  position  1 80  degrees  by  taking 
majoi  steps  to  limit  futures  volatili- 
ty? It's  a  tacit  admission  that  the 
darned  things  really  are  dangerous. 


Both  the  Brady  Commission  and  the 
SEC  pinpointed  portfolio  insurance 
as  a  major  force  accentuating  the 
Oct.  19  stock  market  collapse.  An- 
cient history?  Not  at  all.  Recently, 
an  SEC  report  targeted  index  arbi- 
trage as  a  prime  culprit  in  the  142- 
point  drop  in  January,  and  indica- 
tions arc  that  it  played  a  large  role  in 
the  103-point  decline  on  Apr.  13. 

In  short,  the  crash  hasn't  put  an 
end  to  the  volatility  that  has  so  af- 
flicted the  stock  market.  Is  it  any 
wonder  that  individual  investors  no 
longer  want  to  play  in  the  game? 

The  major  causes  of  this  destruc- 
tive volatility  are  trading  strategics 
involving  index  futures.  These 
strategies  arc  enormously  profitable 
to  a  few  megabillion-dollar  players. 
And  enormously  frightening  to  the 
huge  majority  of  investors. 

No  matter  how  vigorously  some 
academics  may  defend  the  use  of 
index  futures  and  options,  the  fact  is 
that  they  are  used  by  only  a  handful 
of  people,  who  profit  at  the  expense 
oi  all  the  other  market  participants. 
As  the  Brady  Commission  report 
states,  less  than  two  dozen  partici- 
pants playing  with  billions  were  the 

m  is  managing  director  of 
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Consider  this  finding  by  the  Bi 
dy  Commission:  Portfolio  insi 
ance  was  to  trigger  the  sale  of  $: 
billion  to  $25  billion  worth  of  f 
tures  on  Oct.  19.  To  put  this  in 
perspective,  the  massive  trading  I 
the  NYSE  on  Oct.  19  totaled  on 
$20  billion. 

Had  the  insurers  actually  be 
able  to  sell  the  gigantic  amount 
futures  their  programs  called  fi 
the  Dow  might  well  have  dropp 
to  1000.  Indeed,  the  discount  on  t 
S&P  500  December  futures  frc 
the  crash  at  one  point  on  Tuescb 
Oct.  20,  put  the  Dow  near  1500 

The  futures  adherents'  defense  I 
the  enormous  discount  in  S&P  5 
futures  was  that  the  computer  s* 
terns  broke  down  and  the  NYSE  sj 
cialist  system  was  not  effecti1 
That's  true  but  beside  the  point  1 
cause  no  system  could  possibly  hi 
die  the  $35  billion  to  $40  billion 
concentrated  selling  that  the  port 
lio  insurers'  computers  alone  call 
for  in  the  days  around  Oct.  19 
specialists'  capital  were  increas 
tenfold,  it  would  still  be  ov 
whelmed  in  minutes.  Chicago  M 
cantile  Exchange  traders  ji 
walked  off  the  floor  when  they  s. 
the  tidal  wave  of  selling  headed  ir 
the  pits.  Pure  self-preservation. 

Ironically,  some  of  the  insti 
tions  most  responsible  for  the  en 
have  been  among  the  key  invest^ 
tors  for  the  Brady  Commission,  t 
CFTC  and  the  GAO. 

It's  a  depressing  prospect.  Cert; 
trading  strategies  pursued  by  a  f 
investment  houses  for  their  o 
immense  profit  helped  cause  an  i 
precedented  crash.  More  than  ha! 
year  later,  little  or  nothing  has  be 
done  to  prevent  a  repetition.  Seve 
major  brokerage  firms  are  even  t 
ing  to  get  index  funds  more 
volved  in  the  futures  market,  us 
a  strategy  called  index  substitute 
a  form  of  index  arbitrage. 

If  they  succeed  in  bringing  inc 
funds  into  the  game,  volati 
could  get  worse,  not  better.  Th 
are  hundreds  of  billions  of  dollar* 
index  funds  with  only  a  few 
following  this  strategy. 

I'm  not  against  futures  trading 
principle  but  against  the  mindl 
strategies  that  have  been  used 
create  havoc  in  our  markets, 
individual  investor  has  checked  i 
of  the  game  and  taken  his  moi 
elsewhere.  You  can't  call 
dumb,  since  the  things  that  bun 
him  so  badly  last  fall  are  still  go 
on  virtually  unchecked.  ■ 
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The  drop  in  the  dollar  has  triggered  a  strong  boom.  Exports  of  manufactured 
goods  rose  27%  and  continue  to  climb  as  small  and  mid-size  companies  jump  into 
markets  abroad.  The  quality  of  U.  S.  products  is  up  and  prices  have  dropped  30% 
to  50%  overseas. 

From  all  over  the  globe,  businessmen,  manufacturers,  engineers  and  import- 
ers are  knocking  on  the  doors  of  U.S.  manufacturers,  asking  them—  often  for 
the  first  time— to  bid  on  overseas  business.  "I  can't  believe  what  I  sold  them," 
says  a  flushed  hardware  exporter  back  from  Germany. 

Don't  miss  this  strong  tail  wind!  Let  Johnston  International  introduce  you 
to  thousands  of  eager  buyers  in  Europe,  Asia,  the  Middle  East  and  Latin  America. 
Our  six  magazines  have  been  serving  export  markets  for  over  100  years,  reporting 
new  equipment,  technology,  products  and  services.  Our  readers  are  handpicked 
decision-makers  overseas,  with  the  power  to  buy  your  products  and  equipment. 

Don't  delay.  Return  this  coupon  today. 


since  1876 

ohnston 
International 


To:  Stephen  W.  Kann,  Vice  President 
Johnston  International 
386  Park  Avenue  South,  New  York,  NY  10016  USA 


Tel  212-689-0120 
Fax  212-779-7475 


Please  send  information  on: 
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AJam  Attijarat 

Automobile  International 

Export 

Far  East  Business 

Industrial  World 

Modern  Africa 


Report  on  70  leading  distributors  in  Seoul. 

Title . 


25,000  Arab  business  leaders 

51,000  repair  shops  and  fleets 

40,000  importers  worldwide 

70,000  Asian  business  leaders 

75,000  plant  managers  worldwide 

14,000  African  business  leaders 
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Stock  Trends 


MONEY  &  INVESTMENTS 


This  could  be  the  start  of  a  seven-month 
summer  in  the  market — with  dog  days 
the  size  of  Great  Danes. 

FROM  MAY 
TO  NOVEMBER 


By  Ann  C.  Brown 


Recent  stock  trading  volume  has 
dwindled  considerably,  which  sug- 
gests that  there  could  be  some  long, 
long  weeks  with  precious  few  prof- 
its for  impatient  investors  forced 
into  playing  a  waiting  game.  Wait- 
ing to  see  how  much  inflation  will 
heat  up.  Waiting  to  see  how  far  in- 
terest rates  will  rise.  Waiting  to  see 
how  low  the  trade  and  budget  defi- 
cits will  fall.  Waiting  for  the  out- 
come of  Election  1988.  Waiting  for 
something — anything — to  happen 
to  revive  interest  in  equities. 

This  could  be  the  start  of  a  seven- 
month  summer  in  the  stock  mar- 
ket, with  Great  Dane-size  dog  days. 
The  flurry  of  activity  in  the  deeply 
oversold  secondary  and  steerage- 
class  issues  that  enlivened  the  early 
months  of  the  year  seems  to  have 
run  its  course.  Even  the  merger,  ac- 
quisition and  LBO  business  is  tak- 
ing a  breather,  now  that  the  choic- 
est plums  have  been  picked  off. 

Nevertheless,  the  economy  and 
corporate  earnings  are  both  per- 
forming better  than  expected  and 
probably  will  continue  to  do  so  for 
li:  if  the  year  and  well  into 
39.  One  of  these  months,  inves- 
tors will  realize  that  the  end  of  the 

-  eecutiiK  off 
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expansion  may  not  be  quite  as  near 
as  many  forecasters  have  predicted, 
and  attention  could  again  focus  on 
the  good  buys  in  the  equity  market. 

Following  are  seven  stocks  I 
would  be  happy  to  own  at  today's 
prices.  (I  would  be  happier  owning 
them  a  point  or  two  cheaper,  but 
that's  purely  a  question  of  market 
timing.)  Each  of  these  issues  is  sell- 
ing closer  to  the  lower  than  the 
higher  end  of  its  52-week  trading 
range,  and  each  should  enjoy  a  15%- 
or-better  earnings  growth  rate  for 
the  next  several  years. 

Among  the  big-capitalization 
stocks,  1  like  McDonald's  (43),  An- 
beuser-Busch  (31)  and  Ralston  Purina 
(70).  McDonald's  is  a  case  in  point 
as  to  one  reason  the  earnings  of 
many  companies  are  turning  in 
such  glowing  showings — the  com- 
pany's tax  rate  declined  from  43.4% 
to  around  38.5%.  But  MCD  has 
more  than  lower  taxes  going  for  it — 
namely,  a  projected  increase  in 
same-store  sales,  higher  profits  be- 
cause of  menu  price  hikes  and  excit- 
ing international  expansion  poten- 
tial. For  1988  MCD  is  expected  to 
earn  around  $3.40  per  share.  Next 
year  $3.95  looks  possible. 

Ralston  Purina  recently  reported 
March  quarter  earnings  of  $1.35  per 
share,  up  32%  from  the  same  period 
a  year  ago.  For  fiscal  1988  (ending 
September)  RAL  could  earn  close  to 
$6  per  share,  with  preliminary  esti- 
mates for  fiscal  1989  around  a  dollar 
higher.  RAL  is  the  beneficiary  of 
extensive  restructuring,  which  is 
anothci  reason  profits  for  selected 
companies  are  surprisingly  good. 
Ralston  Purina  is  also  beginning  a 
big  stock  repurchase  program, 
which  should  help  support  earn- 
ings— and  the  price  of  the  stock. 


Anheuser-Busch  is  another  coi 
pany  using  its  substantial  cash  fk 
to  buy  back  its  own  shares — a  thi 
reason  corporate  profits  have  be 
coming  in  toward  the  higher  end 
expectations.  BUD  is  reaping  t 
benefits  of  excellent  sales  at  the  e 
pense  of  its  competition,  a  lower  t 
rate  and  higher  product  prices.  Tl 
year  the  company  could  earn  $2 
per  share,  with  $2.95  per  share  pc 
sible  for  1989. 

Four  smaller  stocks,  lower 
price  (and  in  quality),  offer  intere: 
ing  appreciation  potential  for  inv< 
tors  sufficiently  recovered  from  t 
October  crash  to  do  a  bit  of  spec 
lating.  Lotus  Development  (23)  loo 
interesting  since  the  stock  pri 
dropped  30%  earlier  this  year  \ 
cause  of  largely  overdone  concer 
as  to  when  the  company  will  a 
nounce  the  latest  upgrade  of  its  pc 
ular  1-2-3  software  program.  LO 
is  expected  to  have  annual  earninj 
per-share  growth  of  25% -plus 
the  foreseeable  future,  and  the  sto 
is  currently  selling  at  10  times  ne 
year's  estimated  earnings  of  $2 
per  share. 

Advanced  Micro  Devices  ( 14)  repo 
ed  better-than-estimated  first-qu; 
ter  earnings  of  22  cents  per  sha 
which  should  enable  the  compa 
to  earn  more  than  $1.20  this  yt 
after  three  years  of  deficits.  AMI 
merger  with  Monolithic  Memor: 
is  producing  cost  savings,  and 
new  semiconductor  chip  offt 
promising  sales  for  some  time 
come.  Next  year  AMD  could  ea 
$1.50  to  $1.90,  depending  on  t 
economy. 

With  the  securities  markets  re 
tively  quiet/dull,  it  could  be  tin* 
to  nibble  at  Telerate  (16).  TLR  si 
plies  financial  information  to  br 
kers,  banks  and  businesses  here  a 
in  40  foreign  countries.  Dow  Jon 
had  a  32%  stake  in  the  compa 
until  it  bought  another  24%  1; 
fall.  It's  expected  DJ  will  acqu 
more  shares  over  time.  TLR  is  es 
mated  to  earn  $1.05  per  share  tl 
year,  and  $1.25  or  more  next  yeai 

Marion  Laboratories  (15)  is  selli 
at  a  new  52-week  low  even  thou 
the  stock  is  estimated  to  earn  $1  j 
share  for  the  fiscal  year  ending  Ju 
30.  Furthermore,  preliminary  es 
mates  are  for  MKC  to  earn  $  1 .60  p 
share  next  fiscal  year,  which  wot 
mean  that  the  stock  is  selling  at 
times  1989  anticipated  earnings, 
addition,  MKC  is  one  of  the  fi 
remaining  drug  companies  sm 
enough  to  be  taken  over.  ■ 
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EXPAND  YOUR  MARKET 

ADVERTISE  IN  THE 

JOURNAL  OF  COMMERCE 

CHINA  EDITION 

SCHEDULED  FOR  PUBLICATION  IN 
BEIJING,  CHINA,  AUGUST  1, 1988 


t-: 


•  The  Journal  of  Commerce  China  Edition,  a  new  monthly  full-size  newspaper,  will 
be  published  in  Chinese  in  Beijing  beginning  August  1,  1988. 

•  The  Journal  of  Commerce  China  Edition  will  consist  of  articles  focusing  on  import/ 
export  developments,  international  trade  and  economic  news  from  the  daily 
pages  of  The  Journal  of  Commerce  United  States  Edition.  These  articles  will  be 
translated  into  Chinese. 

•  The  Journal  of  Commerce  China  Edition  will  have  a  circulation  of  over  25,000  and 
will  be  received  each  month  by  senior  officials,  policy  makers  and  managers  in 
business,  trade  and  government  throughout  the  People's  Republic  of  China. 

•  Your  advertising  copy  will  be  translated  into  Chinese;  all  inquiries  will  be  translat- 
ed into  English,  at  no  charge  to  you. 

•  Here  is  an  outstanding  opportunity  for  you  to  market  your  products  and  services 
to  the  management  and  government  leaders  in  China  who  make  the  decisions  to 
buy  and  sell. 

•  Advertising  rates  from  US  $50.26  per  column  inch  to  $7,898  for  a  full  page. 
All  newspaper  ad  sizes  accommodated.  Four-color  available. 

For  more  information,  please  fill  out  and  return  the  coupon  below. 

.___— »g 

To:  Alan  D.  Newborn,  Vice  President/Advertising 

(Ifye  journal  of  (Commerce 

110  Wall  Street     New  York,  N.Y.  10005 
□  Yes,  we  are  interested  in  advertising.  Please  send  us  full  details. 
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MONEY  &  INVESTMENTS 


By  Astaby  Bladen 


"Poor  Mexico,  so  far  from  God  and  so 
close  to  the  US. " — Porfirio  Diaz 

MEXICO  AS  A 
LEADING  INDICATOR 


very  painful,  and  elected  politi- 
cians— not  only  in  Mexico —  are  sel- 
dom ready  to  bite  the  bullet  until 
they  become  desperate. 

Take  the  experience  of  the  econo- 
mist Joseph  Schumpeter,  who,  be- 
fore he  attained  the  state  of  grace  of 
a  Harvard  professorship,  was  pun- 
ished for  his  sins  by  becoming  the 
finance  minister  of  the  bankrupt 
post-World  War  I  Republic  of  Aus- 
tria. He  later  blamed  his  ouster  on 
the  fact  that  he  tried  to  break  the 
hyperinflation  six  months  before 
the  people  were  willing  to  accept 
that  there  was  no  alternative. 

Indeed,  it  took  the  imminent  ap- 
proach of  mass  starvation  to  make 
the  Austnans  accept  it.  And  democ- 
racies— even  corrupt  and  authori- 
tarian semidemocracies  like  Mexi- 
co— are  unlikely  to  bite  the  bullet  in 
a  presidential  election  year. 

The  most  serious  financial  prob- 
lem in  Mexico  is  that  the  people  do 
not  trust  their  government  and  are 
unwilling  to  hold  their  savings  in 
pesos.  They  have  good  reason.  The 
first  time  1  was  in  Mexico,  a  U.S. 
dollar  bought  four  pesos.  That  was, 
admittedly,  a  long  time  ago,  but 
meanwhile  the  dollar  also  has  lost 
something  like  90%  of  its  real  val- 
ue Nevertheless,  today  the  dollar 
will  buy  about  2,270  pesos.  So,  no 
matter  how  much  foreign  money 
political  finance  pumps  into  Mexi- 
co, the  flight  of  private  capital  will 
pump  it  right  out  again. 

On  Apr.  29  the  chief  economist  of 
the  American  Chamber  of  Com- 
merce of  Mexico,  |ose  Luis  Gutier 
rez,  outlined  a  painless  fix  in  a  Wall 
Street  Journal  op-ed  page  piece  enti- 
tled "An  Anti-Inflation  Program 
Mexicans  Can  Trust.'  Inflation  that 
recently  was  running  at  well  over 


We  yanquis  should  start  paying 
close  attention  to  political  and  fi- 
nancial developments  in  Mexico, 
for  two  important  reasons.  The  first 
and  most  obvious  one  is  that  the 
above  quotation  from  President 
Diaz  is  obsolete.  He  was  ousted  at 
the  start  of  the  two  decades  of  polit- 
ical chaos  ending  when  the  Party  of 
Revolutionary  Institutions  came  to 
power  in  1929.  Today,  the  U.S.,  far 
from  being  Mexico's  nemesis,  is  its 
safety  valve,  and  the  worse  the  fi- 
nancial chaos  gets  there,  the  more 
we  will  be  overrun  by  impoverished 
and  desperate  Mexicans. 

The  Mexicans  have  a  charming 
greeting:  My  home  is  your  home  I 
will  add  that  in  the  end  Mexico's 
problems  are  our  problems.  When 
you  find  Mexican  tree-planters  in 
the  cold  climate  and  alien  culture  of 
Maine,  things  arc  bad  indeed  And 
when  the  Mexican  government  let  a 
state-owned  airline  go  bankrupt  last 
month,  evidently  to  liquidate  it,  the 
impression  was  confirmed. 

Things  have  gotten  bad  enough 

down  there  to  stimulate  a  good  deal 

of  innovative  thinking  about  how  to 

hem  quickly  and  painlessly.  But 

any  real  solution  will  necessarily  be 

nam  ni!  consultant  uu<t 
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100%  per  annum  has  pushed  int 
est  rates  up  to  100%  also,  and 
compounding  of  interest  on  inter 
is  causing  the  national  debt  to 
at  an  exponential  rate  that  mak< 
domestic  default  look  more 
more  likely.  But  the  Mexican  g 
ernment  is  sitting  on  $15  billion 
foreign-exchange  reserves,  so 
tierrez  recommends  that  it  denoi 
nate  its  internal  debt — and  pay 
terest — in  a  "hard"  peso  that  is  b( 
based  on  and  pegged  to  a  basket 
foreign  currencies  and  commodit 
like  gold,  silver  and  oil.  The  b 
time  to  make  the  change  is  nc 
while  domestic  prices  and  fore 
exchange  rates  are  officially  fro; 
in  the  runup  to  the  election. 

On  paper  this  is  a  much  bet 
scheme  than  the  rentenmark 
currency  based  on  real  estate  ^ 
ues — with  which  Hjalmar  Scha 
successfully  stabilized  German 
finances  in  1924.  But  it  will 
work  because  we  have  had 
many  disillusioning  experien 
with  politicians'  financial  irresp 
sibility  during  the  intervening  t\ 
thirds  of  a  century.  It  would  be 
easy  for  them  to  renege  on  th 
promises  to  keep  the  hard  peso  h, 

For  example,  the  Mexican  bat 
accepted  dollar  deposits  from  p 
pie  who  distrusted  the  peso.  Bui 
1982  President  Lopez  Portillo 
tionalized  those  dollars  by  fore 
conversion  into  pesos,  and  by  n 
the  resulting  loss  is  enormous 
government  capable  of  doing  tha 
also  capable  of  forcibly  convert 
hard  pesos  into  soft  ones.  Pol 
cians  propose.  Markets  dispose. 

A  less  obvious,  but  more  imp 
tant,  reason  we  yanquis  should  ] 
close  attention  to  Mexico  has  bi 
identified  by  many  thoughtful  M 
ican  readers  of  this  column 
years  they  have  written  to  say  t 
the  U.S.  government  is  doing  b 
cally  the  same  things  their  gove 
ment  had  long  been  doing  that  I 
gotten  them  into  trouble.  Fc 
years  ago  the  U.S.  govemmei 
credit  was  the  strongest  in 
world,  so  it  has  taken  our  pol 
cians  longer  to  make  it  questions 
than  it  took  the  Mexicans  to 
credit  the  peso.  But  the  same  cau 
will  produce  the  same  disastr 
consequences  here  that  they  h 
inflicted  on  our  neighbor.  And  if 
are  wise,  we  will  learn  from 
Mexican  example  that,  once 
have  gone  far  enough  down  the  s 
pery  slope  of  political  finar 
climbing  back  is  very  painful. 
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AMETEK  REPORTS  RECORD  FIRST 
QUARTER  SALES  AND  PROFITS 

on,    DE    (April    26,    1988)    AMETEK,    Inc. 

AME)  reported  today  that  a  23  percent  sales 

Iped  make  the  first  three  months  of  1988  the 

uarter  in  the  company's  history. 

the  quarter  reached  an  all-time  record  of  $177 

rom  $143.9  million  shipped  in  the  first  quarter 

et  income,  which  included  a  credit  for  the 

'effect  of  an  accounting  change,  totalled  $14.2 

i'  cents  per  share  compared  to  the  $9.8  million  or 

i  share  earned  in  the  first  three  months  of  1987. 

.iairman  Dr.  John  H.  Lux  told  stockholders  at  the 

's  57th  annual  meeting  today  in  Wilmington, 

1  lat  the  nonrecurring  credit  of  $3.6  million  or 

oer  share  resulted  from  the  cumulative  effect  of 

jew  accounting  rule  for  deferred  taxes. 

a  one  of  the  best  quarters  in  AMETEK's  history," 

i  stockholders.  "Sales,  new  orders  and  backlog 

:  gntficantly  at  many  divisions,  indicating  strong 

•oughout  industry  for  certain  AMETEK  products. 

:m  Instruments  group  booked  a  17  percent 

new  orders  while  other  groups  showed  even 

rth.  Increased  worldwide  demand  for  our  Lamb 

ors  helped  the  Electro-mechanical  group  reach 

:.,  while  the  Industrial  Materials  group — now 

e  high-purity  powdered  metals  business  pur- 

( inuary — showed  the  greatest  sales  growth." 


Three  Months  ended  March  31 


>  djustment 

\  stment 

I  ire, 

n  adjustment 

| 

!iare 
outstanding 


1988 

$177,003,000 

10,552,000 

3.633.000(a) 

14,185,000 

$.24 
.32 

.15 
43,939,446 


1987 

$143,852,000 

9,841,000 

9,841,000 

$.22 

22 

J2V4 

43.893,446 


J  Meet  on  prior  years  of  an  accounting  change  for  income  taxes. 

|»nsecutive  quarters.  AMETEK  earned  $1.04  per  share. 
Darrah  Ribble,  AMETEK,  Inc.,  Station  Square 

ll  PUBLICATIONS  N 

T  MA.,  April  14 — Affiliated  Publications,  tac. 
Unced  that  income  from  consolidated  operations 
ti  quarter  of  1988  was  $10,895,000  or  $.32  per 
Is  $10,999,000  or  $.3f  per  share  in  1987. 
lorn  consolidated  operations  does  not  include 
I)f  charges  to  earnings  from  Affiliated's  equity 
•  n  McCaw  Communications  Companies,  Inc.  of 
shington,  parent  company  of  McCaw  Cellular 
I  ions,  Inc. 

I :  at  the  Morton  Newspaper  Forum  in  Washington, 
i  Giuggio,  President  and  Chief  Operating  Officer, 
>'npany  will  report  net  income  for  the  quarter, 
!  i  earnings  charge  related  to  McCaw,  when 

! ults  of  operations  are  announced  in  mid  May. 
forthefirstquarterofl988were$126,718,000as 
th  $102,793,000  for  the  same  period  a  year  ago. 
reports  its  investment  in  McCaw  using  the 
Id  of  accounting,  under  which  Affiliated  recog- 
|:ty  share  of  McCaw's  book  losses.  This  earnings 
1 10  effect  on  its  cash  flow. 


Affiliated  Publications,  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company,  publisher  of  The  Boston  Globe. 
It  also  owns  Billboard  Publications,  Inc.,  a  leading  publisher 
of  specialty  magazines  and  books  for  the  arts,  design  and 
entertainment  markets.  In  addition  Affiliated  owns  The 
Globe  Pequot  Press  Inc.,  publisher  and  retailer  of  books. 

Affiliated  has  a  44.4  percent  equity  interest  in  McCaw 
Communications  Companies,  Inc.  McCaw's  subsidiary, 
McCaw  Cellular  Communications,  Inc.  is  the  largest  opera- 
tor of  cellular  radio  telephones  in  the  United  States  and  one 
of  the  nation's  top  ten  paging  operators. 

AFFILIATED  PUBLICATIONS,  INC. 

Unaudited  Income  from  Consolidated  Operations 

Three  Months  Ended  March  27,  1988  and  March  29,  1987 

First  Quarter 

Operating  revenues  3/27/88  *3/29/87 

Advertising  $98,780  $84,653 

Circulation  22,195  17,221 

Other  5,743  919 


126,718 


102,793 


Operating  expenses 
Direct  costs  of  production 
Selling 

General  and  administrative 
Depreciation  and  amortization 

55,010 

29,537 

15,796 

6,161 

43,443 

22,910 

12,407 

4,829 

106,504 

83,589 

Operating  income 

20,214 

19,204 

Other  income  (expense) 
Interest  expense 
Interest  income 
Minority  interest 
Other,  net 

(2,018) 
212 
(100) 
(107) 

(442) 
989 

254 

(2,013) 

18,201 
7,306 

801 

Income  from  consolidated 

operations 

Before  income  taxes 
Provision  (or  income  taxes 

20,005 
9,006 

Income  from  consolidated 
operations 

$10,895 

$10,999 

Income  per  share  from 
consolidated  operations 

$0.32 

$031 

Shares  used  in  per  share 
calculation 

34,554,569 

35,372,825 

Line  of  Business  Information 
Revenues: 

Newspaper 

Specialty  publishing 

$108,170 
18,548 

$102,084 
709 

$126,718 

$102,793 

Operating  income: 
Newspaper 
Specialty  publishing 
Corporate 

$19,156 
2,080 
(1,022) 

$20,482 

(171) 

(1,107) 

$20,214 


$19,204 


Note — The  above  results  do  not  include  the  equity  in  income/loss  of 
the  Company's  unconsolidated  affiliate,  McCaw  Communica- 
tions Companies,  Inc.  Net  income  for  the  first  quarter  of  1988 
is  expected  to  be  announced  in  May. 
*The  first  quarter  of  1987  does  not  include  operations  of  Billboard 
Publications,  Inc.  acquired  in  May,  1987. 

(Contact:  Daniel  Orr,  Vice  President,  Affiliated  Publica- 
tions Inc.  135  Morrissey  Blvd.,  Boston,  MA  02107.  Phone 
(617)  929-3035.) 


TELEFLEX  INCORPORATED  A 

LIMERICK,  PA.,  April  14 — Teleflex  Incorporated  today 
reported  that  revenues  for  the  first  quarter  ended  March  27, 
1988  increaed  18  percent  to  $77,537,000  compared  to 
$65,791,000  for  the  same  three  months  last  year.  Net 
income  increased  23  percent  to  $5,712,000  or  $.53  per 
share  for  the  quarter  versus  $4,660,000  or  $.42  per  share 
for  the  same  period  in  1987: 

Comparative  Summary  of  Revenues  and  Earnings 


(unaudited) 

Three  Months  Ended 

March  27,  1988 

March  29,  1987 

Revenues 

$77,537,000 

$65,791,000 

Income  before  taxes 

$8,652,000 

$7,766,000 

Net  income 

$5,712,000 

$4,660,000 

Earnings  per  share 

$.53 

$42 

Teleflex  Incorporated  is  a  company  which  solves  engi- 
neering problems  by  the  development  and  application  of 
new  specialized  technologies. 

(Contact:  John  H.  Remer,  Senior  Vice  President  or  John  F. 
Schoenfelder,  Secretary  &  Treasurer,  Teleflex  Incorporated, 
155  South  Limerick  Road,  Limerick,  PA  19468.  Phone  (215) 
948^100^^^^^^^^^^^^^^^ 

UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.,  Apr.  18— United  Telecommunications, 
Inc.  (NYSE:  UT)  earnings  per  share  were  33  cents  in  the  first 
quarter  of  1988,  compared  to  13  cents  in  1987,  President 
William  T.  Esrey  announced  today. 

Esrey  said  the  first  quarter  results  reflect  improvement  in 
each  of  the  company's  major  business  segments  over  the 
first  quarter  of  1987. 

Consolidated  revenues  and  sales  increased  7  percent  to 
$755  million  in  the  first  quarter  from  $705  million  in  1987 

"Our  actions  and  our  plans  remain  focused  on  the  long 
term,"  Esrey  said.  "However,  as  we  move  through  1988, 
we're  confident  that  our  short-term  results  will  reflect  the 
benefits  of  the  actions  that  have  been  taken  to  position 
United  Telecom  as  a  major  telecommunications  company  for 
the  1990s  and  beyond." 


UNITED  TELECOMMUf 

IICATIONS,  INC 

(Consolidated) 

(Thousands  of  Dollars) 

3  Mos  Ended  Mar.  31 

1988 

1987 

Revenues  and  Sales: 

United  Telephone  System 

$596,797 

$569,778 

Complementary  Business 

180,482 

150,551 

Inter-company  sales 

(21,889) 

(15,653) 

$755,390 

$704,676 

US  Sprint  Revenue 

$759,474 

$615,051 

Net  Income  (loss) 

$34,507 

$13,492 

Earnings  (loss)  per  common  share 

from  continuing  operations: 

Assuming  no  dilution 

$.33 

$13 

Assuming  full  dilution 

$.33 

$13 

Earnings  (loss)  per  common  share: 

Assuming  no  dilution 

$.33 

$.13 

Assuming  full  dilution 

$.33 

$.13 

Average  number  of  common 

shares                                  101,079,000 

99,085,000 

(Contact:  Don  Forsythe,  United  Telecommunications,  Inc., 

P.O.  Box  11315,  Plaza  Station, 

Kansas  City, 

MO  64112 

Phone  (913)  676-3343.) 

For  further  advertising  information,  call  Sarah  Madison  (505)  275-1282/3 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


Is  it  time  to  buy  gold?  No,  say  most 
investment  letters.  Yes,  says  the  best  per- 
forming of  the  gold  letters. 

A  MINORITY  OF  ONE 


By  Hark  Hulbert 


Goldbug  or  groundhog?  When  I  last 
wrote  here  about  gold-market  senti- 
ment among  investment  newslet- 
ters (Sept  21,  1987),  they  were  more 
optimistic  than  they  had  been  in 
some  considerable  time.  I  noted 
then  that  I  didn't  have  enough  data 
to  say  whether  the  letters'  consen- 
sus was  more  than  a  coincident  in- 
dicator, although,  since  gold  and 
stocks  rarely  went  up  together,  it 
looked  bad  for  stocks.  Subsequent- 
ly, of  course,  stocks  crashed  and 
gold  rallied  to  $500  per  ounce. 

Since  then  the  gold  letters  have 
reacted  less  like  goldbugs  than  like 
groundhogs  frightened  by  the  sun- 
light after  a  long  hibernation  They 
have  retreated  to  an  extreme  of  pes- 
simism not  seen  in  two  years. 

Contrarians  might  respond  that 
springtime  for  gold  can't  be  far 
away.  Obviously,  such  a  policy  of 
contradicting  the  crowd  would  not 
have  worked  last  fall.  This  time, 
however,  there's  another  bullish  ar- 
gument. More  often  than  not  I  have 
found  that  when  the  consensus  of 
all  lexers  conflicts  with  that  of  the 
minority  who  have  beaten  the  mar- 
lattei  turns  out  to  be  right. 

'•(   Washington, 
i.i  I  Digesi  tout  an 
mcial  1  >iges 


And  that  minority  is  bullish  now. 
Problem  is,  only  one  letter  among 
those  gold  timers  followed  by  my 
Hulbert  Financial  Digest  since  1985 
has  beaten  the  market:  Ben  Gar- 
side's  Garside  Forecast. 

The  current  situation  is  particu- 
larly intriguing  because  the  senti- 
ment among  gold  timers  is  so  lop- 
sided. Except  for  Garside,  virtually 
all  of  them  are  either  out  of  the  gold 
market  or  are  short. 

Consider,  for  example,  the  pos- 
ture of  those  mutual  fund  switch 
newsletters  that  advise  clients  on 
when  to  get  into  and  out  of  gold 
funds.  Of  the  eight  that  I  currently 
monitor,  all  are  recommending  a 
100% -cash  position.  Nor  are  they 
likely  to  turn  bullish  soon.  Richard 
Fabian's  Telephone  Switch  Newsletter, 
one  of  the  most  successful  mutual 
fund  switch  services,  for  example, 
says  that  his  mechanical  system 
won't  signal  a  buy  until  the  average 
gold  fund  rises  by  some  13%. 

Equally  bearish  are  the  forecasts 
of  those  goldbugs  who  made  their 
reputations  in  gold's  bull  market  of 
the  1970s.  Howard  Ruff,  editor  of 
Ruff  limes,  is  convinced  that  gold  is 
in  the  early  phases  of  a  bear  market 
that  eventually  will  sec  "much  low- 
er prices."  As  evidence,  Ruff  points 
out  the  large  number  of  otherwise 
bullish  fundamental  factors — from 
renewed  inflation  fears  to  geopoliti- 
cal crises  in  the  Middle  East — that 
have  failed  to  move  gold  much  at 
all.  "If  gold  were  in  a  real  bull  mar- 
ket, "  Ruff  argues,  "it  would  be  $  1 00 
higher." 

Also  bearish  is  Jim  Dines,  editor 
of  the  Dines  letter,  who  bills  himself 
as  the  "original  goldbug."  Dines  be- 
lieves our  economy  already  is  in  a 
deflation,  though  few  investors  ap- 


preciate the  fact.  When  they  do, 
is  convinced,  gold's  price  will  tu 
ble.  And  Robert  Prechter,  editor 
the  Elliott  Wave  Theorist,  is  mi 
bearish  still.  He  predicts  that  gol 
bear  market  will  eventually  ta 
the  metal's  price  to  below  $200,  a 
possibly  as  low  as  $105  per  ounc 

If  there  is  little  doubt  about  th< 
advisers'  bearishness,  howev 
there  also  can  be  no  doubt  that  sir 
1985  their  subscribers  would  In 
done  better  by  simply  buying  g< 
and  holding  through  thick  and  tl 
than  by  alternating  between  gi 
bullion  and  T  bills  according 
these  advisers'  switch  signals.  Sir 
the  beginning  of  1985,  for  examp 
a  buy-and-hold  strategy  would  h 
yielded  a  profit  of  45.6%  as  of  t 
end  of  April. 

In  contrast,  Telephone  Switch  Net 
letter's  signals  would  have  produc 
only  a  19.9%  profit;  for  How, 
Ruff,  32.2%;  for  Jim  Dines,  31.8 
and  for  Robert  Prechter,  19.3% 

An  investor  following  the  Gars 
Forecast,  however,  would  have  rru 
77.1%  by  switching  between  gi 
and  T  bills  according  to  Garsid 
signals.  That's  close  to  half  as  gc 
again  as  buy-and-hold.  Garside  i 
technician  and  offers  few  clues  as 
what  factors  might  prompt  a  swit 
from    the    bullish    to    the    be 
camp.  But  he  has  said  that  he  <j 
agrees  with  what  he  perceives  to 
the  deflationary  consensus  ami 
economists  and  that  he  may 
come  bearish  when  that  consen: 
changes. 

There  can  be  no  gainsaying  G 
side's  record  in  the  gold  mark 
where  he  has  not  only  outperforrr 
the  market  cumulatively  sir 
1985,  but  also  has  done  so  in  ea 
calendar-year  period.  But  for 
record,  I  should  point  out  that  G 
side's  "hot  hand"  in  gold  has  i 
carried  over  to  bonds  or  stocks.  O 
pure  timing  basis,  I  have  him  und 
performing  a  buy-and-hold  strate 
in  both  markets.  Of  course, 
quite  common  for  advisers  to 
well  only  in  one  market.  Intere 
ingly,  the  only  other  gold  timer 
those  followed  by  the  HFD  who 
now  bullish,  Dr.  Martin  Zweig 
the  Zweig  Forecast,  is  currently  I 
outstanding  performer  in  stocks 

Thus,  the  next  several  months; 
shaping  up  as  a  dramatic  test  of  G 
side's  ability  to  continue  his  w 
ning  ways.  His  past  performar 
and  current  bullishness  suggest  g< 
will  be  going  up.  The  vast  major 
of  his  fellow  timers  don't  agree 
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FINANCIAL  WORLD: 
HE  MAGAZINE  FOR  SAVVY 
WESTORS  INVITES  YOU  TO 
SUBSCRIBE  AND  SAVE! 

Financial  World  gives  you  the  tools  you  need  for 
intelligent  and  profitable  investing: 

INDEPENDENT  PERFORMANCE  TRACKING 
OF  MUTUAL  FUNDS 

FW  brings  you  the  most  comprehensive  ongoing  coverage  of  mutual 
funds  of  any  magazine  in  America . . . 

Every  two  weeks— Fund  Watch  spotlights  the  hot  mutual  funds ...  and 
the  dogs.  And  Selected  Issues  shows  you  the  actual  portfolio  choices  of 
the  best  performing  funds. 

Every  other  month — FW's  Independent  Appraisals  tracks  over 
800  mutual  funds  with  year  to  date  and  three  year  A+  to  D  performance 
ratings,  plus  risk  analysis. 

Quarterly — FW's  Mutual  Fund  Round-up  offers  pages  of  compar- 
ative performance  stats,  rankings,  and  penetrating  closeups  of  winners 
and  losers. 

Year  End  Summary — You  get  the  best,  most  complete  tabular 
summary  of  all  the  final  numbers  on  over  800  major  funds. 

GREAT  STOCK  RECOMMENDATIONS! 

FW  gives  you  concise,  hard-hitting  analysis  and  commentary  to  give 
you  the  reasons  behind  each  stock  recommendation.  Every  other  month 
there's  a  special  pullout  section  tracking  all  3,000  stocks  on  the  NYSE, 
AMEX  and  NASDAQ  national  market  with  23  key  financial  indicators  and 
FW's  exclusive  A+  to  D  ratings. 

YOU'LL  ALSO  RECEIVE— 

•  Two  big  forecast  issues  to  keep  you  on  top  of  critical  market  trends. 

•  The  Financial  World  500,  the  Annual  growth  company  director}' — 
a  definitive  guide  to  the  hottest  500  companies  in  America. 

•  Discount  Brokers — new  developments  in  the  use  of  the  discount 
brokers  for  securities,  options  and  futures  trading. 

ITS  EASY  TO  START  RECEIVING  FINANCIAL  WORLD. . . 


MAIL  THIS  COUPON  TODAY!  to:  FINANCIAL  WORLD,  PO  Box  10745,  Des  Moines,  I A  50340 

.47%  NOW!      DYES!  send  me  17  biweekly  issues  of       }m 

'GAL  OFFER  FOR  Financial  World  for  $26.95,  saving  me 

Subscribers  only  47%  off  the  $51  single  copy  pnce         — 

dims  and  possessions  only         Q  Payment  Enclosed  □  Bill  me      city  state  zip 
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Problems  still 

Alan  Hoefer,  of  San  Francisco  in- 
vestment banking  firm  Hoefer  & 
Arnett,  has  long  been  acclaimed  for 
his  incisive  (and  witty)  analyses  of 
Western  banking  institutions.  What 
thinks  he  of  the  BankAmerica  Corp. 
recovery  story  that  has  begun  to  circu- 
late on  Wall  Street,  and  has  boosted 
BofA's  price  by  42%  (to  a  recent  93/») 
since  the  beginning  of  the  year? 

In  two  words,  not  much.  The  bank's 
management,  led  by  A.W.  Clausen, 
says  it  is  cutting  overhead.  But  leav- 
ing out  the  effects  of  credit  losses  and 
of  gains  on  sales  of  business  assets, 
Hoefer  finds  that  between  1986  and 
1987  nomnterest  expense  as  a  per- 
centage of  actual  operating  income 
increased  from  78.2%  to  82.2%. 

Work  force  reductions?  Despite 
29,000  fewer  employees  than  at  year- 
end  1983,  Hoefer  finds  that  assets  per 
employee  have  increased  only  14%, 
with  no  significant  gain  since  1985. 
The  assets  per  employee  figure  of 
$1,561,000  compares  with  $2,198,000 
at  Wells  Fargo. 

But  Hoefer's  most  devastating  ob- 
servation relates  to  BankAmerica's 
credit  quality.  Since  1983  net  credit 
losses — chargeoffs  less  recoveries, 
which  is  not  the  same  as  provision  for 
loan  losses — have  looked  like  this:  do- 
mestic losses,  $3,751  billion;  foreign 
losses,  $1,724  billion.  In  short,  net 
chargeoffs  have  by  2  to  1  been  loans  in 
the  U.S.  Meanwhile,  net  domestic 
credit  losses  as  a  percentage  of  average 
outstanding  loans  have  actually 
grown  worse,  from  1.51%  to  1.74%, 
since  1985.  Hoefer:  "More  is  being 
lost  per  dollar  loaned." 

The  most  profound  message  here, 
says  Hoefer,  is  that  the  appearance  of 
improving  credit  experience  is  pri- 
marily in  BofA's  foreign  loans,  where 
chargcotts  are  the  ultimate  of  judg- 
ment calls.  BankAmerica  chairman 
Clausen  may  be  making  some  head- 
way against  the  bank's  formidable 
problems.  But  according  to  Hoetcr's 
analysis,  problems  aplenty  remain. 


Down  on  the  Valley 

S  western    banks,   one 

's  worse  to  come- 
on  (total  assets)  Valley 
i-.   Valley  Na- 
tk  of  Arizona,  that  state's 


biggest  commercial  bank.  Massive 
overbuilding,  particularly  in  the  com- 
mercial sector,  has  clobbered  the  Ari- 
zona real  estate  market.  For  Phoenix- 
based  Valley,  bad  real  estate  loans 
more  than  doubled  last  year  and  now 
account  for  65%  of  nonperforming  as- 
sets. Recently  Valley  reported  that 
first-quarter  earnings  declined  29%, 
and  results  would  have  been  worse 
were  it  not  for  a  credit  from  an  ac- 
counting change. 

Since  March  1987,  Valley's  stock 
has  collapsed  from  43  Vi  to  a  recent 
23V4,  o-t-c.  But  this  short  is  sure  it 
will  go  lower.  His  argument:  From  the 
first  quarter  of  1987  to  the  first  quar- 
ter of  1988,  nonperforming  assets  as  a 
percentage  of  total  loans  outstanding 
rose  from  3.18%  to  4.96%.  At  the  end 
of  the  second  quarter  of  1987,  loss 
reserves  as  a  percentage  of  outstand- 
ing loans  had  risen,  to  2.94%.  But  by 
the  end  of  the  first  quarter  of  1988, 
this  had  fallen  to  2.45%. 

The  bear  also  notes  that,  while  non- 
performing  commercial  loans  rose 
over  the  last  four  years — from  $39 
million  to  $63  million— the  nonper- 
formers  in  real  estate  increased  more 
than  sevenfold,  to  $140  million. 

The  longer  the  real  estate  portfolio 
stays  sick,  the  short  reckons,  the  long- 
er the  meter  will  run  on  the  interest 
expense  Valley  must  eat  on  those  bad 
loans.  He  expects  this  eventually  will 
start  to  chew  up  shareholders'  equity. 
The  solution,  near  term,  is  higher  re- 
serves. But  that  just  cuts  earnings 
even  more.  A  vicious  whirlpool  is 
what  this  jolly  short  says  he  sees. 


Hot  Stuff? 

Analyst  Edward  Keaney  of  St. 
Louis'  Burns,  Pauli  &  Co.  has  a 
buy  cooking  on  Welbilt  Corp.,  the 
$232  million  (sales)  manufacturer  and 
distributor  of  commercial  food  ser- 
vice equipment.  Among  its  better- 
known  products  are  Garland  ranges, 
Frymastcr  deep-fryers  and  Ice-O-Mat- 
ic  ice  machines.  Welbilt's  customers 
include  restaurants,  hotels,  fast-food 
chains,  commercial  bakeries,  institu- 
tional feeders  and  supermarkets.  This 
commercial  side  of  the  business  ac- 
counts for  roughly  75%  of  sales  and 
earnings.  Consumer  appliances  ac- 
count for  the  rest. 

Since  1982,  when  the  New  Hyde 
Park,  N.Y. -based  company  acquired 
Sunbeam's  commercial  food  service 


equipment  operations,  sales 
compounded  at  36%  a  year,  and 
ings  have  increased  at  a  47%  arfl 
rate.  The  company  is  now  exparj 
into  commercial  bakeries  (notaj 
rising  number  of  in-supeimarket| 
eries),  delivery-only  restaurants,! 
mobile  restaurant  units. 
Last  year  Welbilt  earned  $1. 


\\c/bi/t's  Garland  range 
Profits  on  the  burner. 


share,  up  16%.  Keaney  is  looking 
21%  gain,  to  $1.90  a  share,  in 
and  thinks  that  the  company's 
ings  can  compound  at  20%  a  year 
the  next  few  years.  So  even  th 
the  stock  has  risen  more  than 
since  the  beginning  of  the  year, 
recent  price  of  19  o-t-c,  it  is  still 
ing  for  a  reasonable  10  times  esti 
ed  earnings.  There  are  8.1  mi 
shares;  insiders  led  by  President  i 
ard  Hirsch,  son  of  the  cofounder, 
trol  some  40%. 


Dirty  linen 

Angelica  Corp.  manufactures, 
and  rents  uniforms  to  the  h 
care  and  hospitality  industries, 
mand  here  has  been  strong  latel 
more  trainee  nurses  have  begun  t 
a  nursing  shortage.  St.  Louis-1 
Angelica  (sales,  $307  million) 
provides  linen  services  on  a  rent; 
sis,  primarily  to  acute  care  hosp 
The  company  operates  27  such  p 
in  14  states,  servicing  about  10( 
beds.  Although  roughly  half  the 
pitals  in  the  U.S.  have  their  own 
dries,  the  trend  is  toward  contra 
out  one's  dirty  linen. 

Angelica's  recent  earnings,  ho 
er,  don't  reflect  much  promise 
the  fiscal  year  ended  Jan.  31,  198* 
company  netted  $1.85  a  share,  j 
fraction  better  than  the  previous 
As  tor  the  current  year,  don't  loo 
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h  more  than  $2.15  a  share, 
ly,  then,  is  the  stock  up  20% 
•  January,  to  a  recent  NYSE  price 
iV4?  One  probable  explanation  is 
jver  speculation.  Angelica's  mar- 
rap  is  only  $250  million.  Long- 
debt  is  low,  and  insiders  control 
than  10%  of  the  9.3  million 
■s.  Under  new  management, 
ne  Heller  of  St.  Louis'  Stifel,  Ni- 
ls suggests,  the  rental  business 
1  grow  faster  through  a  more  ag- 
ive  acquisition  strategy.  If  a 
s  cooking,  she  thinks  the  compa- 
3uld  go  for  $35  (around  its  1987 
to  $40  a  share.  Minus  a  deal, 
:ver,  she  says  the  stock  is  fully 
d  and  certainly  not  to  be  chased. 


i  and  able 

hen      Occidental       Petroleum 

igreed  to  acquire  Cain  Chemical 

ilnonth  for  $2.2  billion,  a  big  but 

I  rig  winner  was  Morgan  Stanley 

I  3.  Morgan  Stanley  helped  to  fi- 
iz  the  Cain  LBO  last  year,  invest- 

million  of  its  own  money  in  the 
i  and  now  will  reap  a  $120  million 
&x  profit  on  Cain's  sale  to  Oxy. 
*yst  Brenda  McCoy  of  Paine  Web- 
Jays  that  works  out  to  $3.12  per 
i  in  net  earnings  for  Morgan  Stan- 
R.roup  Inc. 

( in  is  only  one  reason  McCoy 
'J  Morgan.  She  expects  other  sales 
ii'ear  of  assets  in  which  Morgan  is 
tfarly  invested.  Some  Morgan 
i.iers  estimate   the  real  market 

II  of  these  shares  to  be  as  high  as 
S  This,  plus  Morgan's  $43.19  a 
I  of  existing  book  value.  McCoy 
c  that  Morgan's  profitable  mergers 
H  acquisitions  business  is  going 
l  guns,  crash  or  no. 

lit  year  Morgan  earned  $8.99  a 
*.  McCoy  is  looking  for  a  9% 
b  to  $9.77,  in  1988,  but  that's  ex- 
llng  profits  from  asset  sales  such 
*  in.  Including  asset  sales  to  date, 
rnimate  is  $13.14  a  share.  So  the 
I— recently  at  63%— sells  for  just 
19  es  anticipated  earnings. 
1  're  may  be  some  weakness  in  the 
)»  near  term,  because  Morgan  em- 
it es  plan  to  sell  1.8  million  shares 
r'gh  a  secondary  offering  next 
tih.  (The  company  plans  to  buy 
o.er  1.2  million  shares  from 
ti.)  But  McCoy  points  out  that  the 
X  dary  will  increase  the  float  and 
sbly  increase  the  stock's  appeal  to 
rtutions.  (Managing  directors  and 
i  pals  of  the  predecessor  firm  cur- 
Ij'  own  79%  of  the  24.9  million 
li  shares.)  McCoy's  advice  is  to 
yn  any  weakness. 
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In  investments,  as  in  most  other  areas  of  life, 
there  are  two  types  of  winners:  those  who 
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year.  Twentieth  Century's  Select  and  Growth 
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opportunities.  It'll  get  you  on  the  fast  track  and  give 
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the  fast  track,  you  know  that  every  advantage  you 

can  possibly  have  is  important. 
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ing for.  We  think 
you'll  find  it 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


The  more  things  change.  . . ." 
ems  from  past  issues  of  Forbes 

ty  years  ago  in  Forbes 

;  the  issue  of  June  1,  1928) 

t  colleges  are  turning  out  this 
th  some  40,000  young  men.  Most 
em  will  want  to  put  to  the  test  as 
kly  as  possible  the  worth  of  the 
ation  that  they  have  been  at  so 
h  pains  to  get.  About  70%  of  them 
eventually  get  into  business.  Each 
recently  the  tendency  has  been  for 
oercentage  of  college  men  to  in- 
;e  who  enter  business.  Even  more 
ing  has  been  the  increase  of  col- 
graduates.  College  enrollments 
increased  six  times  as  fast  as  the 
ral  population  since  1890." 

:  as  no  tree  ever  quite  reaches 
en,  no  bull  movement  has  lasted 
er.  The  writer  has  been  severely 
[:ized  for  attempting  to  swing  red 
s  in  the  face  of  those  who  have 
i  going  full  steam  ahead  in  the 
;:et.  But,  having  been  identified 
•  the  financial  center  of  the  coun- 
j  >r  well  over  20  years,  having  live- 
collections  of  other  booms  and 
i  sequels,  and  taking  into  calm 
lining  developments  in  the  mon- 
i,  arket  ...  it  would  have  been  the 
I^st  hypocrisy  to  express  confi- 
it  in  the  soundness  of  the  stock 
I  et  speculation  and  in  the  contin- 
t  n  of  the  whole  Wall  Street  orgy." 
— B.C.  Forbes 

Uy  years  ago 

I  the  issue  of  June  1,  1938) 

I  last  vestige  of  old-time  bank 
I  ess  seems  to  be  vanishing  from  a 
v  anks — as  in  the  leading  bank  of 
<  ille,  Ky.,  which  has  installed  an 
» ic  organ  (plus  a  combination  ra- 
rnd  phonograph)  to  entertain  its 
» mers  and  its  employees,  and  has 

■  cages  of  canaries  all  through  its 
lings.  .  .  .  The  workers  gather  in 
\  lorning  at  a  meeting  which  be- 
Rvith  Bible  reading  and  includes 
lit  topics  discussion." 

■  May  15,  1918  a  pilot  gunned  his 

■  iff  the  field  at  Washington,  D.C. 
leaded  north.  Three  hours  and  20 
|tes  later  the  plane  landed  out- 
J)f  New  York  City,   218  miles 

a  Air-mail  service  in  the  U.S.  had 
Jilly  begun. 
Ite  this  May  the  U.S.  post  office 


hi  1938  Founts  saluted  I '  s  air  mail's  20th  anniversary  by  picturing  a  1918  flight 


celebrated  the  20th  anniversary  of  the 
flight  with  National  Air  Mail  Week. 
Today,  scheduled  routes  cover  more 
than  62,000  miles." 


Twenty -five  years  ago 

(hum  the  issue  of  June  1,  1963) 

"Euphoria  was  the  only  word  to  de- 
scribe the  feelings  of  U.S.  automen 
last  month  at  the  prospect  of  selling  7 
million  passenger  cars  for  the  second 
year  running.  Said  Chrysler  sales  boss 
Edward  Quinn,  riding  the  crest  of  his 
company's  great  comeback,  'It  is  diffi- 
cult to  imagine  anybody  in  the  auto 
business  who  doesn't  wake  up  each 
morning  feeling  real  good.'  " 

"In  a  larger  sense  tall,  gentle,  soft- 
spoken  Frits  Philips  is  the  very  model 
of  a  modern  organization  man. 
Steeped  in  Philips  [Lamp]  lore  and 
brought  up  in  the  business,  he  devotes 
himself  with  Calvinist  zeal  to  his 
company's  organization.  .  .  .  'Plants 
and  machinery  any  fool  can  buy,'  he  is 
fond  of  saying,  'but  an  organization 
must  be  grown  like  a  tree.' ' 

Philips  Lamp  President  Frits  Philips 


Ten  years  ago 

(Irani  the  issue  of  May  29.  1978) 

"Americans  are  starting  to  catch  the 
European  disease:  gold  fever.  In  the 
past  gold  hoarding  was  mostly  for  for- 
eigners: French  peasants,  Swiss  shop- 
keepers, Indian  moneylenders,  South 
American  dictators  and  overseas  Chi- 
nese traders.  Americans,  by  contrast, 
have  preferred  productive  invest- 
ments to  protective  ones,  and  gold  is 


• 
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.So  stable  were  19tf]-centuiy  currencies 

that  the  U.S   even  designed  a  $10  gold 
piece  intended  for  international  use 

sterile — it  yields  nothing  but  the 
comfort  and  satisfaction  of  holding  it 
"Times  are  changing.  Americans 
seem  to  be  losing  their  immunity  to 
the  gold  virus.  .  .  .  The  U.S.,  which 
produces  little  gold,  imported  4.5 
million  ounces  of  bullion  last  year, 
up  from  2.6  million  ounces  in  1976. 
Trading  on  the  U.S.'  two  gold  futures 
markets  in  1977  more  than  doubled 
from  the  1976  level.  In  the  first 
quarter,  trading  was  twice  last  year's 
level." 
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a  fault  for  which 
i  .gerous  to  reprove 
,^hom  we  wish 
..rrect  of  it. 
La  Rochefoucauld 


Cowardice  is  the  mother 

of  cruelty. 

Michel  de  Montaigne 


How  often  the  fear  of  one  evil 
leads  us  into  a  worse. 
Nicolas  Boileau-Despreaux 


Man  is  timid  and  apologetic;  he 

is  no  longer  upright;  he  dares 

not  say  "I  think,"  "I  am," 

but  he  quotes  some 

saint  or  sage. 

Ralph  Waldo  Emerson 


Maybe  any  action  becomes 
cowardly  once  you  stop 
to  reason  about  it. 
Mary  McCarthy 


The  man  who  fears  nothing 
is  as  powerful  as  he  who 
is  feared  by  everybody. 
Friedrich  von  Schiller 


A  timid  person  is  frightened 
before  a  danger,  a  coward  during 
the  time,  and  a  courageous 
person  afterwards. 
Jean  Paul  Richter 


There  is  no  such  depth  of 
poltroonery  as  that  of  the 
man  who  does  not 
dare  to  run. 
Benjamin  Tucker 


]  never  wanted  to  be  a  hero, 
but  on  the  other  hand  I  am 

rious  to  cultivate  cowardice. 
:^e  Stein 


fear  can  make 

ant. 

FUI  LER 


Thoughts 

on  the  Business  of  Life 


Many  a  man  has  walked  up  to  the 
opportunity  for  which  be  has  long 
been  preparing  himself,  looked  it  full 
in  the  face,  and  then  begun  to  get  cold 
feet.  He  didn  't  hat  <e  the  nen  'e  to  bet  on 
himself  the  last  dollar  he  has  He 
would  be  a  blank  fool  to  bet  his  last 
dollar  on  a  horse  race:  but  when  it 
comes  to  betting  on  yourself  and  your 
power  to  do  the  thing  you  know  you 
must  do  or  write  yourself  down  a 
failure,  you're  a  chicken-lirered 
coward  if  you  hesitate 
B.C.  Forbes 


The  craven's  fear  is  but  selfishness, 

like  his  merriment. 

John  Greenleaf  Whittier 


Optimism  and  self-pity  are 
the  positive  and  negative 
poles  of  modern  cowardice. 
Cyril  Connolly 


He  was  a  bold  man  that  first 
ate  an  oyster. 
Jonathan  Swift 


Of  all  the  passions,  fear 
weakens  judgment  most. 
Cardinal  de  Retz 


To  conquer  fear  is  the 
beginning  of  wisdom. 
Bertram)  Russell 


More  than  3.000  ■Thoughts."  indexed  by 
author  iind  subject,  are  available  m  one  vol- 
ume bound  in  blue  cloth  and  stamped  in 
gold.  Send  578.50  with  your  order  to:  Forbes 
Subscribe!  Service,  60  Fifth  Avenue.  New 
York.  NY.  won  Please  add  sales  tax  on 
orders  in  New  York  State  and  other  states 
where  applicable 


Except  a  person  be  part  coward,  | 
it  is  not  a  compliment  to 
say  he  is  brave. 
Mark  Twain 


A  childish  belief  in  the  marvelol 
turns  a  grown  man  into  a  cowarl 
and  the  same  belief  consoles  hii| 
in  his  darkest  hours. 
Alexander  Herzen 


Nothing  in  life  is  to  be  feared. 
It  is  only  to  be  understood. 
Marie  Curie 


Courage  is  almost  a  contradictic 
in  terms.  It  means  a  strong  desii| 
to  live  taking  the  the  form  of 
readiness  to  die. 
G.K.  Chesterton 


Caution,  caution,  sir!  It  is 
nothing  but  the  word 
of  cowardice. 
John  Brown 


A  Text . . . 

He  that  fleeth  from  the  fe^ 
shall  fall  into  the  pit;  and 
that  getteth  up  out  of  the 
shall  he  taken  in  the  snare 
Jeremiah  48:44 


Sent  in  by  Mark  Garcia,  San  Diego, 
What's    your    favorite    text?     The    FoA 
Scrapbook  of  Thoughts  on  the  Busmes\ 
Life       is       presented       to       senders 
texts  used. 


Cowardice,  as  distinguished 
from  panic,  is  almost  always 
simply  a  lack  of  ability  to 
suspend  the  functioning  of  the 
imagination. 
Ernest  Hemingway 


If  God  wanted  us  to  be 
so  brave,  why  did  he 
give  us  legs? 
Marvin  Kitman 
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Thank  Dad  for  believing  you  were  very  special 

every  step  or  the  way 


Johnnie  Walker 

Black  Label  Scotch 
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No  one  ever  solved  a  computer 
problembyjustlisteni^. 


\\ 


The  real  test  of  a  computer  purchase 
comes  after  the  sale,  not  before. 

That's  when  you  find  out  whether 
your  supplier  can  do  more  than  just 
listen  to  your  problems.  And  that's 
Tien  you  could  be  more  than  a  little 
lisappointed. 


The  answer  isNYNEX. 


NYNEX  Business  Centers  offer  competitive  prices 
on  a  complete  range  of  products  from  leading  manufac- 
turers, including  JBM,®  Apple*  and 


COMPAQ 


cow 

at  k  the  systems 
and  software  we  sell  with  train- 
ing, service  and  local  support. 

We  offer  complete 
financing  alternatives  includ- 
ing leasing.  For  the  NYNEX 
Business  Center  nearest  vou,  call  toll  free: 

1-800-346-9X9X 

extension  3087 

So,  if  you  want  to  avoid  any  unwel- 
come surprises,  call  us. 

We  have  electronic  Q&A  support, 
a  special  hotline  for  telephone  response 
to  your  questions,  and  a  team  of  systems 
engineers  who  provide  problem  resolu- 
tion on-site  as  well  as  through  remote 
diagnostics. 

We  can  troubleshoot  all  kinds  of 
problems  and  turn  around  a  variety 
of  solutions  quickly,  often  in  just  a  few 
hours.  Plus  we  offer  a  variety  of  mainte- 
nance agreements  to  keep  your  equip- 
ment up  and  running. 

The  fact  is,  problem  solving  takes 
more  than  a  good  ear.  It  takes  responding. 
And  that's  one  of  the  things  we  do  best. 


NYNEX 


Business 
Centers 


Where  business  is  headed. 


IBM,  COMPAQ,  and  APPLE  are  registered  trademarks  of  International  Business  Machines  Corporation,  COMPAQ  Computer  Corporation, 
and  Apple  Computer,  Inc.  respectively.  NYNEX  is  a  registered  mark  of  NYNEX  Corporation.  ©  1988  NYNEX  Business  Information  Systems  Co.- 
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COVER  STORY 

79    How  The  Computer  Companies 
Lost  Their  Memories 

By  George  Gilder 

In  seeking  to  protect  the  U.S.  semi- 
conductor industry,  Washington  has 
only  demonstrated  the  folly  of  that 
brand  of  economic  engineering  called 
industrial  policy. 

COMPANIES 

42    Unocal 

By  Subrata  N.  Chakravarty 
Fred  Hartley's  motto:  Independence 
at  any  price.  But  time  may  be  running 
out  for  this  curmudgeon. 

48    Repap  Enterprises 

By  James  Cook 

Meet  the  paper  industry's  happiest 

tycoon. 

52    U.S.  Sprint 

By  Robert  T.  Grieves 

After    years    of    frustration,    Sprint 

seems  close  to  paying  off. 


58    The  Up  &  Comers: 
Calgon  Carbon  Corp. 

By  Fleming  Meeks 

How  Thomas  McConomy  increased 

his  capital  180  times  in  three  years. 

70    General  Development  Corp. 

By  Robert  Lowe 

GDC  may  be  an  "undervalued  situa- 
tion." But  what  about  those  dark  legal 
clouds  hanging  over  the  company? 

74    Apogee  Enterprises 

By  James  Cook 

What    does    installing    replacement 

windshields  have  to  do  with  building 

skyscrapers?  More  than  you  think. 

86    United  Brands  Co. 

By  Kerry  Hannon 

The  world's  largest  banana  producer 
has  been  restored  to  golden  goodness 
by  big-time  investor  Carl  Lindner.  But 
the  tastiest  fruit  may  be  gone. 

90     Greyhound  Corp. 

By  Marc  Beaucbamp 
As  he  cultivates  Greyhound's  assets, 
John  Teets  must  keep  his  rifle  loaded 
against  hostile  Wall  Street  Indians. 

96  Northwest  Airlines 

ByRickReiff 

Only  last  year  it  was  a  prime  example 
of  how  bad  an  airline  can  be.  Things 
are  better  now.  It's  about  average. 

97  Glaxo  Holdings  Pic. 

By  Gary  Slutsker 

No  short-term  strategy  here. 
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34  Wine— $6.50  A  Glass 

By  Ellen  Paris 

Smart  marketing,  improving  consum- 
er tastes  and  a  weak  dollar  have  creat- 
ed a  boom  for  California  vineyards. 
Are  the  vintners  getting  too  cocky? 

35  Aviation:  Jet  Boom 

By  Howard  Banks 

Suddenly  everybody  is  buying  big  pas- 
senger jets.  Overall,  sales  are  likely  to 
double. 

56    The  High  Cost  Of  Cheap  Bolts 

By  John  Merwin 

What  tank  commanders,  truck  drivers 
and  nuclear  power  plant  operators  are 
discovering  about  their  equipment. 
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68    As  I  See  It 

A  Time  For  Change — But  Slowly 

By  Peter  Fuhrman 

When  the  franc  got  too  strong  for  its 
own  good,  the  Swiss  central  bank  de- 
cided it  had  better  coordinate  with 
other  central  banks.  Finally. 

NUMBERS  GAME 

62    Accounting  For  An  Albatross 

By  Penelope  Wang 

Frequent-flier  coupons  begin  to  haunt 

the  airlines  that  promote  and  issue 

them. 
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THE  MERCEDES-BENZ  S-CLASS: 
FEW  CARS  HAVE  THE  SAME  PRIORITIES.  AND  NONE 

PLACES  SO  MANY  SO  HIGH. 


A  thousand  names  have  briefly  flashed  across 
the  automotive  cosmos.  The  name  of  Mercedes- 
Benz  has  been  shining  bright- 
ly for  slightly  more  than  one 
hundred  and  two  years. 

What  has  created  the 
timeproof  lustre  of  Mercedes- 
Benz  is  the  engineering  credo 
behind  it:  the  best  auto- 
mobile is  the  complete  automo- 
bile—so pursue  balance  above 
all.  Shun  extremes.  And  place 
equal  priority  on  every  measur- 
able facet  of  automotive 
excellence.  The  sedans  of  the  Mercedes-Benz 
S-Class  exemplify  this  credo. 

Each  is  a  big,  spacious,  limousine- 
quiet  sedan  capable  of  serving  as  a  mobile 
boardroom.  Each  is  simultaneously  a  big. 
quick,  robust  sedan  capable  of  shrinking  500 
miles  of  European  autoroute  to  a  routine 
four-hour   run. 

Each  S-Class  sedan  balances  plush 
riding  .n  i th  roadholding  tenacity.  Breath- 

taking ace  n  v\ith  powerful,  stable.  ABS- 

augmented  on  id  rigid  structural  solid- 

it)  with  h<  smoothness. 

The    pi  "ighly    innovative 

technology   never  o\  priority  of  high 

reliability.  From  theanti-co  wax  injected 


deep  into  its  body  cavities,  to  as  much  as  3' 
pounds  of  undercoating,  to  a  robotically  precise 
five-step  painting  process, 
every  S-Class  sedan  is  built  to 
endure.  In  part  by  being  buil 
to  a  quality  standard  that 
prompted  one  journal  to  ask, 
"How  is  it  that  Benzes  fit 
together  better  than  anything 
else  in  the  world?" 

And  balancing  these 
basic  automotive  aims,  a 
basic  human  aim:  the  well- 
being  of  the  occupants.  No 
S-Class  engineering  priority  exceeds  the  pri- 
ority of  safety.  For  example,  the  Supplemental 
Restraint  System  with  its  drivers-side  air  bag 
was  pioneered  in  America  in  the  sedans  of  the 
Mercedes-Benz  S-Class. 

You  can  choose  from  four  S-Class 
sedans:  the  560SEL  and  420SEL  V-8s,  and  the 
300 SEL  and  new  300  SE  six-cylinder  models.  If 
your  key  priority  is  excellence  in  every  way 
automotive  excellence  can  be  measured,  call 
or  visit  your  authorized  Mercedes-Benz  dealer 
today.  They  will  be  pleased  to  arrange  an  S-Class 
test  drive. 


Engineered  like  no  other  car  in  the  world 
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I  Rick  Reiff 
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1  ck  the  market.  Not  Bob  Bowman's 
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New  Definitions  Of  Crime 
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tjcase  where  the  Sierra  Club,  defend- 
I  of  the  environment,  is  guilty  of 
I  lluting. 
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An  economy  is  like  a  drum 

I  have  never  seen  a  more  devastating  case  against  so-ca| 
industrial  policy  than  in  "How  the  computer  companies 
their  memories,"  the  cover  story  in  this  issue.  It  was  writter 
George  Gilder,  the  distinguished  author,  and  deals  with 
wretched  consequences  of  Washington's  well-intentioned I 
forts  to  protect  the  U.S.  semiconductor  industry.  That  proi| 
tion  probably  damaged  the  interests  of  the  far  larger  and 
important  U.S.  computer  and  software  businesses.  To  borrol 
phrase:  An  economy  is  like  a  drum;  strike  it  in  one  place  ar 
reverberates  throughout.  You  simply  can't  manipulate  one  ] 
of  the  economy  without  unintended  and  unpredictable  cor 
quences  somewhere  else.  Story  starts  on  page  79. 

Ponzi  updated 

It's  astounding  how  often  and  easily  smart  investors  get  chJ 
ed.  They'll  visit  four  dealers  before  they  buy  a  new  car,  run  tlf 
own  businesses  with  close  attention  to  detail,  yet  will  mal 
big  commitment  in  some  real  estate  syndication  merely  I 
someone  else's  say-so.  That's  why  people  like  Harry  Schreif 
can  live  high  on  the  hog.  Schreiber  is  a  con  man  with  a  long ; 
dishonorable  record  who  apparently  built  a  sophisticated  Pc 
scheme  selling  syndication  deals  through  accountants  and  i 
yers.  "Norma,  would  I  do  anything  to  hurt  you?"  by  RicharaJ 
Stern  with  Edward  Giltenan,  starts  on  page  37. 

One  hand  on  the  plow,  one  on  the  gun 

Granted,  takeovers  have  a  constructive  role  in  forcing  a 
efficient  use  of  capital.  But  when  management  is  doing  a 
job  of  redeploying  assets,  the  takeover  artists  are  a  hindrar 
Which  means  it  takes  a  peculiarly  tough-minded  person  to  i 
bip,  corporation  these  days,  tough  against  predators,  toug 
dealing  with  underperforming  assets.  Marc  Beauchamp  expla 
how  Greyhound  Corp.'s  John  Teets  is  doing  on  both  scot] 
Teets  compares  his  situation  to  "the  days  when  you  plowed  f 
field  with  a  gun  on  your  shoulder."  "Under  the  gun,"  page 

So  sue  us 

In  a  crisply  written  story  carried  in  our  issue  of         /  j*f«B 
Mar.  21  ("So  you  want  to  be  in  pictures"),  Laura 
Jereski  dissected  a  new  offering  of  securi- 
ng by  Silver  Screen  Partners.  She  de 
scribed  the  offering  as  less  favor- 
able to  investors  than  previous  Sil- 
ver Screen  offerings — which  were 
no  great  shakes.  Claiming  that  we 
libeled     the     company,     Silver 
Screen,  amid  considerable  fanfare, 
has  filed  suit  against  Forbes. 

Silver   Screen   has   been   telling 
anyone  who  will  listen  that  Forbes 
is  wrong.  There  were  a  couple  of  minor 
errors  in  the  story,  but  none  that  undermined  our  basic  anth 
tic  or  our  skepticism  about  the  offering.  We  said  of  the  Sill 
Screen  equity  offering:  "If  you  want  to  be  in  pictures,  buy  y 
ticket  at  the  front  gate.  .  .  ."  That's  still  our  advice 
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Follow-Through 


Revenues, 
at  what 
price? 

May  4,  1987 


Iaventhol  &  Horwath  had  built  its 
I  revenues  at  the  rate  of  30%  a  year, 
which  by  1987  made  it  next  in  size 
after  the  smallest  of  the  Big  Eight.  But 
Forbes  wondered  if,  in  its  lust  for 
revenues,  Laventhol  sometimes  for- 
got that  accountants  should  serve  in- 
vestors as  well  as  clients.  The  firm 
had,  for  example,  certified  an  audit  of 
a  commodities  pool  without  seeing 
key  documents  and  wrote  several 
glowing  feasibility  studies  for  hotels 
that  did  badly  after  going  up. 

Now  the  firm  has  agreed  to  settle 
for  $15  million  a  class  action  lawsuit 
in  which  it  was  found  liable  for  violat- 
ing the  Racketeer  Influenced  &.  Cor- 
rupt Organizations  Act — the  first  ma- 
jor accounting  firm  to  win  that  dubi- 
ous distinction.  A  federal  jury  said 
some  2,850  investors  (represented  by 
Lovitt  &.  Hannan  in  San  Francisco) 
had  been  duped  into  investing  more 
than  $20  million  in  fraudulent  cow 
breeding  tax  shelter  partnerships,  in 
part  by  relying  on  Laventhol  audits 
that  gave  them  a  clean  bill  of  health. 
The  Internal  Revenue  Service  disal- 
lowed the  partnerships'  tax  benefits 
beginning  in  1982,  and  by  1983  the 
deals  had  gone  bust. — Alyssa  A.  Lappen 


Making  a 
killing 

Mar  21,  1988 


division's  obvious  value,  Racal's 
stock  remained  depressed. 

Anxiety  at  Racal  reached  a  fevered 
pitch  when  Cable  &.  Wireless,  a  Brit- 
ish telecommunications  company, 
was  rumored  to  be  considering  a 
cheapie  offer  for  the  firm's  crown  jew- 
el. Racal's  managers,  worried  about 
vulnerability  to  a  hostile  takeover, 
called  in  Goldman,  Sachs  and  N.M. 
Rothschild.  The  former  estimated 
Vodafone's  value  at  $2  billion  but  ad- 
vised that  Racal's  shares  would  reach 
their  true  value  only  if  it  floated  a 
chunk  of  Vodafone  separately.  In 
April  Racal  announced  plans  to  do 
just  that;  it  would  float  up  to  49%  of 
Vodafone  on  London's  International 
Exchange  this  year.  That  very  day, 
Racal's  stock  rose  by  a  third.  It  recent- 
ly traded  at  £3.10. 

Racal  will  keep  control  of  Vodafone 
while  raising  capital  to  invest  else- 
where, but  will  also  open  the  door  to 
Europe's  cellular  market.  Vodafone 
will  now  be  able  to  launch  joint  ven- 
tures by  exchanging  shares. — A.A.L. 


Bilzerians 
talent 

Det    15,  1986 


With     military    spending    down, 
Britai        Racal  Electronics  (1987 
Qion)  found  its  recent 
ind  decided  to  stake  its 
Vodafone   subsidiary. 
■  i  aptured  56%  of  the 

I  lioiu  sub- 
.    expected 
i    fiscal 
rbes  saw  Ra- 
t  despite  the 


papers  in  Washington,  D.C.  the  SI 
charges  that  Bilzerian  may  have  if 
gaily  accumulated  shares  in  Caif 
Hawley  Hale  Stores,  Cluett,  Peabo| 
Hammermill  Paper  and  other  pub[ 
companies.  It  has  subpoenaed  dol 
ments  concerning  Bilzerian's  rel 
tionship  with  shopping  center  ml 
nate  Edward  DeBartolo  Sr.,  one  of  " 
financial  backers. 

How  did  Bilzerian  actually  go  ab<| 
accumulating  stock  for  his  tende 
"We  use  every  trick,"  Bilzerian  tl 
Forbes  in  late  1986,  before  his  trq 
bles  began.  "We  use  whatever 
ative  ways  we  have.  No  single  perd 
knows  what  I'm  doing.  Not  even  i| 
wife  has  a  clue." — Richard  Behar 


Municipal 
garbage 

Mar.  9,  1987 


When  he  burst  onto  the  scene  in 
1985  as  the  boy  wonder  in  the 
takeover  game,  Paul  Bilzerian  drew 
good  notices — the  raider  from  no- 
where who  got  rich  by  "losing"  tender 
offers.  By  late  1986  he  had  launched 
three  failed  offers  in  12  months,  but 
cleared  $40  million  anyway.  "The 
next  Boone  Pickens,"  crowed  one 
business  weekly. 

Forbes  took  a  more  skeptical  view 
of  Bilzerian's  mysterious  and  unveri- 
fiable  past;  a  $100  million  Florida  real 
estate  empire  he  claimed  to  have 
built;  and,  especially,  how  he  did 
deals  with  Boyd  Jefferies,  then  with 
Los  Angeles-based  brokerage  lefferies 
Group.  "Paul  just  has  that  certain 
something,"  said  one  of  Bilzerian's 
bankers  at  National  Westminster. 

Boyd  Jefferies  has  since  pleaded 
guilty  to  federal  securities  law  viola- 
tions. And  today  Securities  &  Ex- 
t  hange  Commission  investigators  are 
ng  Bilzerian  to  nail  down  what 
'      t     certain  something"  is.  In  court 


One  of  the  worst  offenders  in 
municipal  junk  bond  real 
Forbes  noted  last  year,  is  Millerl 
Schroeder  Financial  in  Minneapo^ 
It  underwrites  and  aggressively  se 
dubious  bonds,  putting  many  of  tht| 
into  unit  trusts.  Many  M&S  bor 
had  defaulted,  and  we  feared  md 
would  go  broke.  Sure  enough,  thi 
more  Miller  &  Schroeder  issues 
worth  over  $20  million — defaulted! 
the  last  half  of  1987. 

But  there  may  be  a  happy  endii| 
Minnesota  regulators  are   trying 
curb   the   largely  unregulated   mi| 
market.   In  response   to  complair 
about  Miller  &  Schroeder  and  otkl 
underwriters,    Commerce    Comml 
sioner  Michael  Hatch  is  writing  m 
rules  that  bond  issuers  and  underwr 
ers  must  meet  before  selling  munis| 
Minnesota  residents. 

General  obligation  bonds,  for  exail 
pie,  are  supposedly  safer  than  reven| 
bonds,  because  cities  must  pay  the 
whether  or  not  revenues  from  tl 
projects  they  finance  are  adequaj 
But  revenue  bonds  were  actually 
ing   sold    as    "general    obligation^ 
Now,  Minnesota  is  adopting  stiff  ne^ 
rules  to  define  GOs.  The  state  is  al| 
shaping  rules  on  revenue  bonds, 
may  require  that  housing  or  retil 
ment  projects  prove  they  can  me 
strict   cash   flow   minimums   befc 
selling  bonds.  Says  Hatch:  "The  sta| 
has  a  responsibility  to  draft  and  pi 
lish  rules  for  issuers." 

Indeed. — Gretchen  Morgenson 
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"UNTIL  EOS, 
THIS  PRO 
WAS  TOTALLY 
GREEN!' 

But  when  baseball  superstar  Dale 
Murphy  set  EOS  on  the  Green  Zone, 
he  quickly  discovered  how  easy  it  is 
to  become  a  really  great  photogra- 
pher. Because  even  though  EOS  is  an 
autofocus  SLR  camera— the  same 
kind  the  pros  use — on  the  Green 
Zone,  it's  a  camera  anyone  can  use. 
On  the  Green  Zone,  there's  no  way 
you  can  make  a  mistake.  The  exclu- 
sive technology  inside  EOS  simply 
won't  let  you. 

That  means  the  perfectly  focused 
action  shots  you've  always  wanted  to 
take  are  yours.  Lenses  with  built-in 
computers  and  motors  make  sure. 
The  great  zoom  shots  you've  always 
wanted?  Yours.  Tough  low-light  shots 
—like  the  birthday  candles  on  your 
kid's  cake?  All,  yours.  As  easy  as 
pushing  a  button. 
With  EOS'  full  line  of  optional  EF 
lenses,  dedicated  Speedlites  and 
accessories — and  the  Green  Zone — 
anyone  can  shoot  creatively,  beauti- 
fully, easily. 

Canon  EOS.  Shoot  like  a  pro,  right  off 
the  bat. 

CANON  EOS  CREDIT  CARD  PROMOTION 

Use  the  Canon  Credit  Card  at  participating  Canon 
dealers  to  buy  EOS  before  lune  30,  1988— you'll  pay 
no  money  down  and  no  finance  charges*  through 
September  22,  1988.  For  more  information,  call 
1-800-345-1192. 

•Beginning  Sept.  23,  1988.  finance  charges  will 
accrue  at  a  rate  of  up  to  17.88%  APR,  with  up  to  a  50' 
minimum  monthly  finance  charge. 

CANON  SWEEPSTAKES  AND  $500 
TRAVEL  SAVINGS  CERTIFICATES 

Buy  EOS  before  lune  30,  1988,  and  receive  up  to 
$500  in  Travel  Savings  Certificates  and  a  sweepstakes 
entry  to  win  a  1988  Mercury  Sable  GS'! 
tTravel  Savings  offer  available  by  mail  with  proof  df 
Canon  Camera  purchase  made  between  April  1-June 
30,  1988.  No  purchase  necessary  to  enter  sweep- 
stakes. Ohio  &  Michigan  residents  only:  To  enter 
sweepstakes  by  mail,  send  3x5  card  with  name  and 
address  to  Canon  Camera  Gift  Sweepstakes,  P.O.  Box 
3008,  Church  Hill.  MD  21690.  Void  where  prohib- 
ited by  law.  Entrants  must  be  age  18  or  over.  Sweep- 
stakes entries  and  Travel  Savings  requests  must  be 
postmarked  by  June  30,  1988 


JV<*°*>''Vt,  Canon 

Official  Sponsor  of  the 
U.S.  Olympic  Team 


Come  see  tfie  Canon 
Sammy  Dovts,  Jr 
Greo*er  (-kxtfcn-J  Open 
Jw*y21-24<xwo»ch 
it  on  CBS  lelevtuon. 


Canon 


620/650 

More  than  autofocus. 
Easier  than  even 

Canon  USA.  Inc.  One  Canon  Plaza.  Lake  Success.  NY  11042 
c  1988  Canon  U.S.A..  Inc. 


■  J*UH*M 


A  MACHINE  THAT'S  GEARED  FOR  SUCCESS. 
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©  1988  XEROX  CORPORATION 

XEROX'  and  THE  FINANCIAL  MACHINE - 

arc  marks  of  XEROX  CORPORATION. 

*In  California.  Xerox  Financial  Lite  Insurance  Company. 
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THE  XEROX  FINANCIAL  MACHINE 


If  you're  striving  to  reach  new  heights,  there's 
nachine  that  can  help  get  you  where  you're 
ing. 

It's  Xerox  Financial  Services;  a  network  of 
mponent  companies  designed  to  help  further 
ur  financial  future. 

Furman  Selz  excels  in  institutional  brokerage, 
search  and  investment  banking.  There's  insur- 
ce  for  your  business,  home  and  auto  from 
aim  and  Forster.  Mutual  funds,  unit  trusts, 
set  management  and  capital  markets  from 
n  Kampen  Merritt.  A  new  generation  of  life 
>urance  and  annuities  from  Xerox  Financial 
rvices  Life*  And  the  ability  to  lease  anything 


from  your  fine  office  furnishings  to  a  Xerox 
document  processor  through  Xerox  Credit 
Corporation. 

They're  all  part  of  Xerox  Financial  Services; 
a  select  group  of  financial  companies  working 
together  to  help  you  succeed  in  just  one  thing. 

Everything. 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 
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Is  Bert  Lance  back? 

You  remember  Jimmy  Carter's  direc- 
tor of  the  Office  of  Management  and 
Budget  who  resigned  in  1977  over 
questionable  financial  dealings.  Late- 
ly it's  been  reported  that  Bert  Lance 
has  been  advising  Jesse  Jackson's 
campaign,  but  more  interesting  is 
Lance's  link  to  the  shadowy  Bank  of 
Credit  &.  Commerce  International 
(BCCI),  a  $19.6  billion  (assets)  Arab 
bank  incorporated  in  Luxembourg. 

Highly  secretive,  the  privately  held 
BCCI  once  powered  its  growth  on  pet- 
robucks.  Now  it  is  branching  out, 


Jacques  *  liLnLl^<xxiJin  Gimp 


Former  OMB  Director  Bert  Lance 
Soon  to  run  an  Arab  bank? 

with  offices  in  Peru,  Colombia,  Sri 
Lanka,  the  Sudan,  Miami  and  London. 

At  the  moment,  shareholder  fac- 
tions in  the  bank  are  said  to  be  feud- 
ing over  who'll  take  control  if  its  ail- 
ing Pakistani  president,  Agha  Hasan 
Abedi,  a  friend  of  Jimmy  Carter's,  re- 
tires. Abedi's  number  two,  Swaleh 
Naqvi,  is  BCCI's  acting  chief  now.  It 
may  be  that  not  all  BCCI's  sharehold- 
ers are  happy  with  Naqvi.  Sources  say 
an  Arab  investor  group  suggested  a 
compromise  candidate  to  run  things, 
a  man  who  could  keep  the  Saudi  and 
Pakistani  tactions  within  the  bank  at 
bay.  That  man:  Bert  Lance. 

Lance  and  BCCI's  Abedi  go  way 
back,  in  I978  Lance  helped  Abedi  and 
Btors  in  then  attempted 
id  Financial  Gen- 
two  hit  an 
Sl 

idt<   i- 
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inking   SOU 
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change  regulations  by  smuggling  cur- 
rency from  one  country  to  another — a 
charge  that  BCCI  heatedly  denies. 

Will  Lance  land  the  BCCI  presiden- 
cy and  make  his  comeback?  If  the 
Arabs  win  the  alleged  power  struggle, 
it's  possible.  But,  sources  say,  if  Naqvi 
doesn't  make  any  major  blunders, 
he'll  probably  stay  on  top,  and  Bert'll 
stay  home.  Lance  didn't  return  calls. 

Brokaw  speaks 

At  the  mid-May  meeting  of  the  presti- 
gious Business  Council  at  the  Home- 
stead in  Hot  Springs,  Va.,  where  cor- 
porate leaders  discuss  policy  and  eco- 
nomic issues  with  top  government 
officials,  the  wind-up  speaker  was 
none  other  than  Tom  Brokaw,  anchor 
of  the  NBC  Nightly  News.  What  was  a 
celeb  journalist  like  Brokaw  doing  at 
such  a  High  Business  meeting?  Good 
question,  considering  council  speak- 
ers are  usually  elected  officials  or  aca- 
demicians. But  the  answer  is  simple. 
As  a  council  spokesman  said  pointed- 
ly: "The  program  chairman  for  that 
meeting  was  Jack  Welch  Jr.,"  chief 
executive  of  General  Electric,  parent 
of  NBC.  Brokaw,  who  according  to  his 
agent  gets  "handsome"  fees  for  show- 
ing up  and  speaking,  gave  his  hour- 
long,  off-the-record  presentation  free. 
Will  Dan  Rather  be  asked  to  speak 
at  the  next  council  meeting?  Don't 
count  on  it.  Larry  Tisch,  head  of  CBS, 
has  never  been  invited  to  join  the 
prestigious  Business  Council. 

Better  to  bet  at  the  track 

Ever  heard  of  a  limited  partnership 
that  comes  back  to  haunt  its  under- 
writer as  well  as  investors?  That's 
what's  happening  to  Shearson  in  the 
$9.7  million  Lana  Lobcll  Income  Part- 
ners II,  a  horse  breeding  partnership 
underwritten  in  1986. 

Investors,  as  usual,  started  out  in 
the  hole:  Less  than  83%  of  the  money 
Shearson  raised  went  to  buy  horse 
shares  and  stud  rights.  The  rest  went 
to  "organizational"  fees  of  10.5%,  or 
more  than  SI  million,  that  went  to 
Shearson.  But,  it  turns  out,  that  deal  is 
proving  somewhat  costly  to  Shearson. 
Within  a  month  after  the  money  was 
raised,  one  of  the  farm's  two  owners 
bowed  out.  Soon  the  other  was  forced 
to  turn  to  Shearson  for  a  $2.4  million 
loan  to  cover  a  severe  cash  shortage  at 
the  farm.  So  severe — and  continu- 
ing— was  this  cash  shortage  that,  even 
when  the  partnership  sold  its  inter- 


GilEi 


ests  in  the  1986  stable  of  horses,  ma 
aging  partner  and  Lana  Lobell  Fal 
owner  Alan  Leavitt  temporari 
"failed  to  remit"  $487,096  to  the  pa. 
nership.  Since  then,  the  probler 
have  continued  and  Shearson 
readvanced  $1.2  million. 

The  only  ones  making  out  in  tr 
horse  race?  Lana  Lobell  Farms.  T 
horse  breeding  farm  has  bill 
$628,000  to  the  partnership  in 
first  18  months  of  operation, 
ain't  hay. — Laura  Jereski 


Panama's  out,  Tortola's  in 

Mr.  Machete,  Manuel  Noriega,  m 
be  the  best  thing  that  happened  to  1 1 
British  Virgin  Islands.  Panama  wj 
once  a  favored  tax-free  locale  for  ccj 
porations,  but  since  Noriega's  prol 
lems  began,  Panama-registered  coil 
panies  have  scrambled  to  find  otho] 
more  halcyon  shores  to  call  home. 

Find  them  they  have — on  quiet  1J 
tie  Tortola.  The  3-mile-wide  islandl 
just  the  latest  in  a  line  of  Caribbe;| 
sanctuaries  for  tax-vexed  corpoi 
tions.  Grand  Cayman  may  specialiJ 
in  banks  and  Bermuda  in  insuran ! 
companies,  but  Tortola  welcomes  a  : 
Some  7,000  companies  have  rej 
tered  so  far,  but  new  converts 
coming  on  fast.  In  the  first  fol 
months  of  this  year,  2,122  companij 
have  come  to  Tortola,  more  th; 
those  registered  in  all  of  1987.  Robe 


Tortola.  British  Virgin  Islands 
Calm,  quiet  and  tax-free. 
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athavious,  financial  secretary  to  the 
Dnorable  H.  Lavity  Stoutt,  chief 
inister  and  minister  of  finance, 
Iks  up  Tortola:  "We  offer  a  center 
here  one  can  incorporate  and  do  tra- 
itional  offshore  financing  tech- 
jques."  And  no  one  named  Noriega. 

esourceful  Recarey 

)u  have  to  admire  Miguel  Recarey 
Although  bis  Miami-based  chain  of 
MOs,   International  Medical  Cen- 
rs,  had  been  declared  insolvent  and 
ved  $12  million  to  the  U.S.  Depart- 
ent  of  Health  &  Human  Services,  he 
:ver  gave  up.  Even  though  he  had 
:en  indicted  by  a  federal  grand  jury 
i  charges  of  bribing  a  union  official, 
k  knew  his  rescue  would  come. 
But  who  knew  it  would  come  at  the 
md  of  the  Internal  Revenue  Service? 
loke  but  resourceful,  last  summer 
';carey  dashed  off  a  letter  to  the  In- 
'rnal  Revenue  Service  asking  for  ex- 
pedited handling  of  his  request  for  a 
i'..3  million  tax  refund  for  his  compa- 
r.  Recarey  cited  "an  extreme  cash 
taw  shortage"  at  Recarey  Enterprises, 
[vner  of  the  insolvent  IMC.  The  IRS 
;  itifully  wired  Recarey  $1.3  million, 
en  a  few  weeks  later  sent  another 
'00,000.    Cash — and    passports — in 
ind,   Recarey   quietly   skipped   the 
mntry  with  his  wife  and  family.  No 
le,  including  his  benefactors  at  the 
>.S,  knows  where  he  is. 
!  If  Recarey  ever  turns  up,  he'll  have  a 
irong  awaiting  his  return.  Florida  is 
!iing  Recarey  and  his   accountant, 
Duche  Ross,  alleging  that  the  firm 
;lped  Recarey  steal  the  $2.2  million 
bm  the  federal  government.  And  the 
1  .S.  wants  him  on  additional  charges 
1  wiretapping  employees  and  using 
\edicare  money  to  pay  his  under- 
landably  onerous  legal  bills.  Mean- 
1  hile,  he's  living  it  up,  or  so  we  pre- 
ime. — John  H.  Taylor 

ear  market  campers 

lere's  something  even  a  sickly  stock 

Market  can't  kill:  Financial  Camps  for 

:ids.  Launched  three  years  ago  at  the 

'reakers  in  Palm  Beach,  these  five- 

ly  how-tos  for  tots  are  more  popular 

us  summer  than  they  were  last.  This 

par  camp  sponsors  have  gotten  re- 

ponses  from  Japan,  Costa  Rica,  Mexi- 

J),  Europe.  Lois  O'Connor,  one  of  the 

vo  Shearson  brokers  who  teach  the 

asses,      says — surprise — this     year 

lere  is  more  curiosity  about  the  stock 

arket.  When  an   11-year-old  from 

aptiva,  Fla.,  one  of  last  year's  grads, 

died  recently  to  place  an  order  with 

'Connor,  she  asked  him  if  he's  ner- 

jus  about  the  market.  "Yes,"  the 

xth-grader     replied,      "it's     going 

yvvn."  He  learned  his  lessons  well. 


How  together  are  you? 

Everything  should  be  some  place.  In  this  case,  in  Hartmann  s 
Desk  Agenda.  It's  got  a  weekly  reminder,  address  book,  memo  pad 
and  a  place  for  your  pen.  Our  beautiful  leather    i         l^ 
cover  keeps  everything  together  inside.  And    n/)rf|U/)tft( 

We  don't  cut  corners:™ 


keeps  you  together  outside. 


Send  Iota  list  of  your  nearest  Hartmann  dealers.  Dept  GIZ2    Hartmann  Drive,  Lebanon,  Tennessee  37087     <cl986  Hartmann  Luggage 
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Forbesjg^ 
Lake  of  the 
Ozarks, 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc. .  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary.  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks. 
Box  157,  Warsaw,  Missouri  65355 

Obtain  the  Property  Repor*  required  by  Federal  law 
and  read  it  before  signing  anything  No  Federal 

agency  has  judged  the  merits  or  value,  if  any,  of  this 
property  Equal  Credit  and  Housing  Opportunity. 

Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered. 
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Readers  Say 


American  Stock  Photograph> 


Sandbox  101 

Sir:  You  state  that  "ethics  are  in- 
stilled in  kindergarten,  not  grad 
school"  (Fact  and  Comment,  Apr.  25), 
and  cite  an  example  of  learning  ethics 
in  the  sandbox.  We  learn  the  alphabet 
in  kindergarten,  yet  far  too  many 
M.B.A.s  can't  write  a  decent  letter;  we 
learn  to  count  even  before  then,  yet 
most  Americans  have  difficulty  bal- 
ancing their  checkbooks.  One  fleeting 
glimpse  at  the  business  world  should 
tell  you  that  far  too  many  business 
people  failed  to  graduate  from  the 
sandbox. 
— Max  Bader 
Seattle,  Wash 


Bum  rap 

Sir:  Re  your  article  on  Oakwood 
Homes  ("The  gods  must  be  angry," 
May  2).  You  did  a  good  job  highlight- 
ing Oakwood's  problems,  but  gave 
Mr.  St.  George  a  "bum  rap."  I  have 
personally  known  Nick  for  over  20 
years  and  he  is  not  the  type  of  person 
to  let  his  ego  get  ahead  of  his  judg- 
ment. He  made  a  business  decision  to 
move  into  Texas  when  the  market 
was  good  and  made  a  decision  to 
move  out  of  Texas  and  take  a  loss 
when  it  became  obvious  it  was  a  mis- 
take. Mr.  St.  George  has  the  ability  to 
bring  Oakwood  back. 
—Douglas  (  Petty  /r 
Senior  Vice  President, 

Legg  Mason  Wood  Walker.  Im 

Washington,  D.C 


Modesty  aside 

Sir:  Re  your  article  "Chicago's  un- 
abashed centimillionairc"  (May  M>) 
While  I  acted  as  an  adviser  and  was  an 
active  participant  in  the  restructuring 
of  Switt  into  Esmark,  it  was  Robert 
Reneker,  the  president  of  Swift,  who 
was  responsible  for  the  successful 
conversion  of  Swift  from  an  old  line 
mcatpacker  into  a  divei  sified  compa- 
ny. Boh  Reneker  had  th  vision,  the 
coura  sight  to  spearhead 

ult  task.  Bob  Reneker 
took  the  risks  and 
E 
\ 


i  mmt     h     •  ■  mm  i 


Pacific  Electric  trolley  in  LA 


Train  in  vain 

Sir:  Re  your  article  on  Los  Angeles' 
transit  system  ("Wretched  excess," 
.■\pr.  18).  Millions  of  riders  used  more 
than  1 ,000  miles  of  trolley  lines  run  by 
the  Pacific  Electric  Railway  for  more 
than  50  years  in  the  Los  Angeles  area. 
Most  who  remember  riding  on  them 
lament  the  day  they  were  shut  down. 
— -Jan  Hall 
I  os  Angeles.  Calif 


Old,  dumb  and  handsome 

Sir:  Re  your  comments  on  the  presi- 
dent's ability  to  negotiate  (Fact  and 
Comment.  May  16)  You've  got  to  be 
kidding.  Ronald  Reagan  hasn't  had  an 
original  thought  in  his  mind  since  he 
figured  out  there  were  more  than  10 
mules  pulling  the  20-mule-tcam  Bo- 
rax wagon.  Reagan  will  go  down  in 
history  as  the  oldest,  best-looking, 
dumbest  man  we  ever  had  in  the 
White  House.  He  is  a  much  better 
actor  in  Washington  than  he  ever  was 
in  Hollywood. 
— In  Co/den 
Phoenix,  Ariz 


Oil's  not  well 

Sir:  Re  your  pronouncement  that  the 
caribou  can  cope  with  oil  exploration 
(Fact  and  Comment  II,  Apr  18)  Oil  ex- 
ploration is  hardly  benign  to  any  envi- 
ronment. Prudhoc  Bay  has  witnessed 
significant  air  and  water  pollution,  oil 
spills  and  toxic  dumping.  Reports 
confirm  that  oil  development  has  de- 
graded the  wilderness  qualities  of  the 
area.  Granted,  the  caribou  herds  have 
increased  since  the  1970s,  but  this  is 
due    to    the    wholesale    killings    of 


wolves  in  the  area.  It  is  pathetic  tl| 
exploration    is    being    advocated 
Alaska's  last  pristine  wilderness  an| 
— Bruce  S.  Golding 
Holmes  Beach,  Fla. 


No  option 

Sir:  If,  as  was  suggested  in  "Free  mj 
ket  follies"  (Mar.  7),  the  Chica 
Board  Options  Exchange's  main  ind 
est  in  opening  on  Oct.  20  was  to  pi 
tect  itself  and  its  marketmakers  w.| 
had  lost  millions  on  Oct.  19,  then  tl 
exchange  would  not  have  even  tri[ 
to  reopen  trading  that  day  with  a  s\ 
ond  rotation  in  its  S&.P  100  index. ! 
opening,  the  exchange  added  to  tl 
financial  burdens  on  its  mark! 
makers,  but  it  did  so  to  serve  t| 
public  customer. 
— Alger  B.  Chapman 
Chief  Executu  v  Officer, 
Chicago  Board  Options  Exchange 
Chicago.  Ill 


Capitalist  fool? 

Sir:  You  suggest  that  the  next  pre| 
dent  can  reduce  the  national  debt 
not  "paying  huge  amounts  in  Med 
care  to  people  with  high  incomes 
and  that  this  payment  "is  costly  \{ 
gess  and   totally   unjust"  (Fact  ai 
(  omment.  .y>r  25).  Would  you  also  si 
that,  if  your  house  burned  down,  yol 
car  or  balloon  were  stolen  or  evenl 
you    died,    your    insurance    carrij 
would  be  committing  largess  and 
unjust  in  paying  you  off? 
— Richard  A  Fischer 
Sun  Lakes,  Ariz. 

Sir:  Social  Security  sure  ruffles  tj 
feathers  of  those  who  use  the  work 
financial  markets  for  their  crap 
ble — like  the  Capitalist  Fool.  As 
Medicare,  tell  the  medical  professi<j 
their  days  of  robbing  the  public 
over.  The  system  is  going  Canadiai 
— R  Shrout 
Sun  City  West,  Ariz. 

Sir:  If  you  think  a  paltry  3%  or  4%| 
enough  to  stay  even  with  the  cost  f 
living,  then  I  have  only  one  sugge 
tion,  Mr.  Forbes:  Go  chase  Elizabet 
ride  your  motorcycles,  fly  those  b^ 
loons  and  don't  come  out  with 
more  idiotic  recommendations. 
— Frank  f  Dutko 
Guff  Breeze,  Fla 
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in  the  $126,000 
uick  Open  Sweepstakes 
rithout  swinging  a  club. 


I 


Buick  Open  is  coming  again  to  beautiful 
ntfick  Hills.  This  prestigious  tournament  fea- 
es  some  of  the  hottest  golfers  on  the  circuit.  But 
u  could  win  the  $126,000  Buick  Open  Sweep- 
ikes  without  swinging  a  club*  Simply  register 
Dur  Buick  dealer  for  a  chance  to  win  one  of 
ree  $126,000  grand  prizes. 

lile  you're  there,  buckle  up  and  test  drive  the 
w  Regal  or  the  exhilarating  new  Regal  Gran 
ort,  and  get  a  free  sleeve  of  gall  bails.  Regal 
an  Sport  isThe  official  car  of  the  1988  Buick 


I 


Save  up  to  $1 ,050  on  option  packages. 

And  now,  for  a  limited  time,  you  can  make  the 
Regal  very  Regal  —  and  save  up  to  $1 ,050*  *  on 
the  special  SD  Option  Package.  So  for  a  price 
that's  more  affordable  than  you  probably  imag- 
ined, you  can  drive  a  Buick  Regal  equipped 
with  conveniences  like:         * 


Air  conditioning. 


Power  antenna. 


Tilt  steering  column.     •  Cassette  and  ETR® 


Power  windows. 
Power  door  locks. 
Cruise  control. 


AM-FM  stereo  radio 
with  seek  and  scan. 
And  more. 


"  See  your  dealer  for  details.  To  enter  the  Buick  Open  Sweep- 
stakes, visit  your  local  Buick  dealer  through  July  15. 1988. 

*  'Savings  based  on  manufacturer's  suggested  retail  price 
of  option  package  versus  options  purchased  separately. 
You  must  take  retail  delivery  from  dealer  stock  by 
July  15, 1988. 


IliSilBi  lMeJks 


3  Buick.  Official  car  of  the  PGA  Tour. 


The  Great  American  Road  belongs  to  Buick. 


loday,  the  most  hospitable  financial  climate 
may  not  be  close  to  home. 


Yesterday,  globalization  was  a  word. 
Today,  it's  a  reality. 

As  the  world's  markets  have  become  unified,  so  should 
a  bank's  ability  to  take  advantage  of  them  for  you. 

Today,  Bankers  Trust  can  move  effortlessly  to  wherever 
the  climate  is  most  favorable  to  each  element  of  your  transaction. 

A  swap  in  London,  a  private  placement  in  New  York, 
yen  from  Sydney,  dollars  from  Zurich  — we  can  put  the  pieces 
together  swiftly  and  efficiently. 

Long  ago,  perfecting  our  ability  to  take  advantage  of  the 
global  market  became  an  important  part  of  our  merchant 
banking  strategy.  Today,  we  run  a  single,  integrated  book  of 
worldwide  business  that  encompasses  New  York,  London,  Tokyo, 
Hong  Kong,  Sydney  and  Zurich. 

Yesterday,  many  markets.  Today,  just  one.  That  dramatic 
lange  is  exactly  reflected  in  the  way  merchant  banking  goes 
fits'  business. 


QBankersTrust  Company  I 


Because  today  isn't  yesterday. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  ECONOMIC  NEWS  IS  SO  GOOD  ITS  BAD  FOR  THE  ECONOMY 

How's  that  for  non  sense. 

"NOW  IS  THE  TIME  FOR  ALL  GOOD  SENATORS  TO  COME  TO  THE  AID 

of  their  country"  by  passing  two  treaties  of  immeasurable  consequence:  the  INF  Treaty  with 
Russia  on  medium-  and  shorter-range  nuclear  weapons;  the  freer-trade  agreement  with  Canada. 

THE  BIG  WHEEL  WHITE  HOUSE  MARKET  CRASH  STUDY  GROUP 

labored  unmightily  and  has  brought  forth  a  mouse. 


JACKSON  WINS 

n    Oregon's    presidential    primary — the    first    in    the 
ist — Jesse  Jackson  received  38%  of  the  Democratic  vote 
a  state  with  less  than  2%  of  its  population  black. 
That's  heavy. 

Governor  Dukakis  garnered  27  delegates  to  Jackson's  18, 
t  the  size  of  the  Jackson  vote  has  profound  significance. 
The  man  is  getting  new  voters  on  the  books  and  to  the 
lis  in  numbers  that  will  have  real  impact. 


BIG  IN  OREGON 

The  man  and  his  rhythmically  fiery  rhetoric  is  turning  on 
an  impressively  substantial  number  of  whites — from  intel- 
lectuals to  frustrated  young  and  sore  or  soured  blue-collars. 

The  man  is  a  power  that  the  Democratic  powers  and 
nominee  Dukakis  have  to  have  turned  on  to  win.  He's  not 
harnessable.  Talk  about  equality — Jesse's  equality  is  un- 
equaled.  Every  other  component  of  the  Democratic  Party 
would  give  most  anything  to  have  as  much. 


BITTER  MEDICOS  GREAT  MEDICINE  FOR  DUKAKIS 


The  doctors  of  Massachusetts  painfully  cry  out  that 
)vernor  Dukakis  is  killing  them.  And  they're  out  to 
:iprocate.  D.O.'A.  is  what  they  would  like  to  pro- 
iunce  his  presidential  bid.  Under  Dukakis,  "pro-pa- 
int" laws  forbid  doctors  to  charge  Medicare  patients 
ore  than  the  government  will  pay  or  than  what  Blue 

THIS  IS  JUDGING 

It's  almost  criminal  how  seldom  the  sentence  really  fits 
e  crime.  But  there  were  two  inspiring  examples  where 
e  judgment  of  judges  was  superb. 

In  Florida,  a  federal  judge  didn't  send  69-year-old  Victor 
isner  to  jail  after  his  conviction  for  income-tax  evasion, 
stead,  in  addition  to  the  S3. 8  million  in  fines  and  penal- 


Cross/Blue  Shield  will  reimburse.  Otherwise,  no  Massa- 
chusetts license  to  practice. 

Now  if  you  think  that  in  Massachusetts  and  the  rest  of 
the  United  States  having  doctors  mad  at  you  and  their 
patients  all  for  you  is  an  Election  Day  liability,  you're  in 
sore  need  of  medical  attention. 

AS  IT  SHOULD  BE 

ties,  Judge  Eugene  Spellman  gave  him  the  option  of  spend- 
ing $3  million,  un-tax-exempt,  toward  helping  south  Flor- 
ida's homeless  men,  women  and  children,  plus  spending 
20  hours  a  week  for  five  years  working  with  them.  Instead 
of  a  jail  sentence  that  would  have  cost  the  state  money,  an 
agile  brain  and  millions  of  "voluntary"  dollars  will  be 
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I  directly  and  indirectly  all  Floridians. 
In  New  York,  a  slum  landlord  who'd  ignored  countless 
building  code  violations  regarding  incredible  health  hazards 
on  his  properties  was  sentenced  to  spend  15  days  in  one  of 
his  unheated,  rodent-infested,  plaster-falling,  cold-water, 
pipe-leaking  buildings.  In  addition,  he  faces  $137,900  in 
penalties.  Before  his  arrival  the  landlord  had  people  on  the 
scene  scurrying  to  do  some  fixing  up.  He  announced  he  was 
going  to  retire  as  soon  as  he  could  sell  the  place. 


*  *  * 

Which,  of  course,  brings  up  a  whole  'nother  probler 
This  will  probably  become  yet  another  of  New  York 
thousands  of  abandoned  housing  units.  The  inner  cities 
most  any  major  city  in  America  have  innumerable  dereli 
multifamily  buildings.  When  controlled  rents  don't  me 
the  cost  of  maintenance,  owners  sell  out  if  they  can  or  get 
much  as  they  can  as  long  as  they  can  before  they  abandor 

The  law  can't  force  a  landlord  to  hang  on  until  he's  brok 


NEW  YORK  POSTS  NEW  OWNER  SHOWS  HE'S  $ERIOUS 


When  Rupert  Murdoch  was  compelled  to  sell  the  New 
York  Post,  real  estate  man  Peter  Kalikow  plunked  down 
$37.6  million  and  assumed  another  $30  mil- 
lion to  $40  million  of  obligations  for  it.  No 
one — probably  including  himself — knew  how 
much  he  would  have  to  ante  up  for  how  long 
to  keep  this  heavy  moneyloser  going. 

But  by  persuading  Jane  Amsterdam — one  of 
the  most  sharply  able  editors  to  impact  the 
Big  Apple  in  recent  years — to  sign  on  as 
editorial  boss  for  three  years,  Mr.  Kalikow 
proves  beyond  any  doubt  that  he  really  is  into  the  Veu 
Yorh  Post  for  the  long  pull.  Having  been  through  the  mill 
at  key  editorial  posts,  Amsterdam  would  not  have 
resigned  her  most  recent  top  spot  unless  firmly  con- 


vinced that  Mr.  Kalikow's  heart  and  wallet  were  in  tl 
right  place. 

A  little  while  ago  my  sons  and  I  enjoyed 
I    stimulating  luncheon  here  with  Peter.   H 
|   refreshing  candor  about  what  he  didn't  kno 
about  the  newspaper  business  and  what  1 
was  swiftly  learning,  combined  with  his  r 
lentless  determination  to  make  a  go  of  a  r 
aimed  Post,  left  us  thoroughly  impressed. 
Landing  Jane  Amsterdam  will  do  much 
get  him  on  target. 
New  York  will  have  lucked  out  if  its  main  merchan 
don't  drag  their  advertising  feet  ad  infinitum.  They  ha\ 
as  much  as  or  more  to  lose  should  the  Post  eventually  fa 
than  all  the  other  core  elements  of  the  Big  Apple. 


THE  GOOD  AD  IS  ON  EVERYONE'S  LIPS 

And  it's  not  the  ad  for  Libaio  white  wine. 
By  pasting  a  poorly  executed  drawing  of  the 
wine  bottle  ovei  everyone's  mouth,  they've 
bottled  up  any  suggestion  of  what  could  be 
the  content's  good  taste.  A  splendid  exam- 
ple of  a  debatably  cute  idea  that  visibly 
doesn't  work,  except  in  a  contrary  way. 

For  a  campaign  that's  totally  different  and 
refreshingly  effective,  look  at  the  current 
fohnnie  Walker  messages.  Schieffelin  & 
Somerset  CEO  J.  Pcnn  Kavanagh  says 
they're  "putting  the  kick  back  into  spirits 
advertising,"  which  is  exactly  right. 

A  SHOW  AND  THREE  MOVIES 


The  show:   £  Jackie  Mason's    'The  World  According  to 

Me!"— This  man,  this  show  should  be  banned  as  a  health 

menace.  You  could  die  from  laughing  so  much,  so  hard,  so 

late  to  know  Einstein,  but  the  Einstein  of 

j    u  r.m    Seeing  live  is  best,  but  it  you 

ss,   the  TV   tape   is  next;   then   the 

i  ■  <>k.  •  Biloxi  Blues— For  'hose  ot 

War  II  infantry  training,  here 

rings  true.  Everyone  will  thor- 

.ni':.  ind  wonderful  experience. 
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Bright  Lights,  Big  City — The  book  was  better  than  th 
talk-talk-talk  preppic-yuppie,  peer-pressured,  drug-hype 
trip  from  aspirations  to  desperation  in  the  Big  Appl< 
•  Colors — Why  there  was  much-publicized  concern  th; 
this  grim  depiction  of  Los  Angeles  gang  warfare  woul 
trigger  more  I  don't  know,  unless  it  was  hype.  The  strei 
gangs  with  their  brutal  lingo  and  the  god-awful  job  th 
cops  have  trying  to  cope  arc  compelhngly  realistic.  Noon 
ends  up  a  winner,  and  the  murdering  young  antagonists 
end  up  dead  or  behind  bars. 
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LOS  ANGELES  IS  THE  MOST 

being  a  place  with  many  first-rate  places  to  eat,  L.A.  has 
ver  been  accused. 

To  the  rest  of  the  nation  (which  to  L. A.ers  is  simply  made 
of  suburbs  even  farther  out  than  their  own),  this  sprawl- 
y  sector  of  California  is  food- famed  for  what  it's  perpetrat- 
in  the  name  of  salad.  And  for  inventing  frozen  forks  with 
lich  to  eat  'em.  California,  of  course,  invented  "nouvelle 
isine" — vegetables  briefly  exposed  to  tepid  water. 
But    the    Golden    State's    trendy-dentalism    is    being 


OF  A  LOT  OF  THINGS,  BUT 

breached  by  more  and  more  restaurants  whose  cuisine  is 
superb  and  whose  kitchens  are  no  longer  food  fashion 
boutiques. 

On  a  recent  visit  we  enjoyed  five  as  good,  each  in  their 
own  way,  as  you'll  find  anywhere — L'Ermitage,  Spago,  L'Or- 
angerie,  Morton 's  and  Trumps. 

It's  nice  to  know  that  America's  Too-Much-of-Every- 
thing  state  can  now  be  laid  back  even  about  a  segment  of 
its  restaurant  scene. 


LEAVE  IT  TO  PALM  BEACH  TO  COME  UP 

with  a  way  to  make  even  garbage  look 
chic.  Lisa  Tanner  is  producing  designer 
trash  bags. 

Imprinted  on  the  pure  white  background 
you  can  have  lovely  palm  trees,  or  sailing 
boats,  or  Scotties,  or  horses,  or  tennis  rack- 
ets, or  golf  flags,  or  Christmas  trees  or  flow- 
er baskets.  At  $4  a  six-pack. 

As  Lisa  so  winsomely  puts  it,  "Now  at 
least  waste  can  have  taste." 


IF  TOU  LIVE  LONG  ENOUGH 

you'll  die  of  it. 


DON'T  DIE  REGRETTING 

not  having  lived. 


BOOKS 


#  My  Lips  Are  Sealed:  Confessions  of 
a  Gossip  Columnist — by  Susan  Mul- 
cahy  (A  Dolphin  Book,  $17.95).  The 
delightfully  engrossing  story  about 
how  one  of  the  Big  Apple's  star  insid- 
ers got  to  be.  Susan  school-of-hard- 
knocks  herself  from  college  naivete 
into  becoming  a  renowned  Confiden- 
il  insider.  Her  book  abounds  with  the  fascinating  stuff 
at  makes  her  columns  so  widely  read.  For  those  who  are 
to  what's  happening  or  want  to  be,  the  unsealed  pages  of 
y  Lips  Are  Sealed  are  irresistible. 

ccerpts:  Occasionally,  I'd  wonder  what  life  might  have 
'xn  like  if  I  hadn  't  happened  into  the  Post  and  developed 
1  addiction  to  tabloids.  I  might  have  been  doing  what  was 
:pected  of  a  person  from  a  respectable  family  with  a 
spectable  degree  in  English — laboring  as  a  poorly  paid 
litorial  assistant  at  a  politically  correct  monthly  journal, 
ithetic,  but  true,  and  I'd  never  even  have  known  what  I 
as  missing.  .  .  .  Cindy  Adams,  wife  of  foey  Adams,  the 
jst's  humor  specialist,  is  very  outspoken.  For  a  time,  her 
eeting  to  me  when  we'd  run  into  each  other  at  parties 
as:  "You're  so  young  you  make  me  sick!  I  have  blouses 
der  than  you!".  .  .  After  speaking  to  [Swifty]  Lazar  about 
story  involving  one  of  his  book  deals,  I  suggested  getting 
gether  in  person.  We  arranged  a  date  for  lunch.  He  came 
i  the  door  of  his  East  Side  apartment,  where  he'dinstruct- 
i  me  to  meet  him.  Lazar  said  we  should  head  right  to  the 


restaurant:  "You'll  like  this  place.  I  go  there  a  lot.  It's  right 
down  the  street."  I'd  never  heard  anyone  mention  Le 
Cirque's  location  as  its  strongest  selling  point,  but  Lazar 
talked  about  it  like  a  favorite  coffee  shop  on  a  nearby 
street.  Lazar  seemed  disappointed  as  he  surveyed  the 
packed  restaurant.  "No  one's  here, "  he  commented. 

#  Dreams  &  Schemes: 
Love  and  Marriage  in 
Modern  Times — by  Abi- 
gail Heyman  (Aperture, 
$19.95).  Even  the  quick- 
est "I  do's"  in  the  drab- 
best of  circumstances 
have  poignancy,  and  these  moments  are  often  caught  by 
Abigail  Heyman. 

Excerpts:  The  [wedding]  machinery,  once  set  in  motion, 
has  a  momentum  of  its  own.  It's  very  hard  to  get  out  of  it. 
Strangely,  it's  easier  to  think  of  going  through  with  it  and 
busting  up  later.  Knowing  how  difficult  it  is  for  people  to 
make  a  lifetime  commitment,  to  accommodate  another 
person,  to  work  out  the  power  struggles  of  marriage  in  a 
way  they  can  happily  live  with,  I  sometimes  think  it  is 
remarkable  how  many  marriages  stay  intact. — Abigail 
Heyman.  ...  "7  don't  love  him,"  the  bride  admits  to  me. 
"But  I  think  he's  wonderful.  And  all  the  men  I  loved  were 
terrible. "  ...  By  all  means  marry;  if  you  get  a  good  wife, 
you'll  be  happy.  If  you  get  a  bad  one,  you'll  become  a 
philosopher. — Socrates.  .  .  .  Husbands  are  like  fires — they 
go  out  when  unattended. — Zsa  Zsa  Gabor. 
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A  A\** 


recent  Coleman  acquisition 


Dixon'  is  a  high  torque, 
if  not  electrifying,  new  product 


For  years,  innovative  products 

like  this  have  met  considerable 

o  >nsumer  demand. 


Crosman,  the 
world's  l,n 
airgun  company, 
has  been  with 
us  for  years. 


Lanterns  gave  usi  hjd 

start  88  years  ago. 


/ 

Coienian  coolers  and  jugs  have 
been  hot  products  for  decades. 


Shocking,  yes. 

But  campers 

have  been 

sleeping  with 

us  for  years. 


i 


Bingo.  You've  connected. 
This  high  voltage  acquisition  ml 
us  a  leader  in  portable  generatl 


M«-'---^£gIZ 


a 


TttPMI! 


I  electrifying  results.  Canyou  find  it? 


Coleman"  Camping  Trailers  have  been 
king  of  the  road  for  21  years. 


r% 


RV  Air  Conditioners.  Over  1,000,000  sold  over  the  last  20  years. 


MasterCraft  Americas  leading  ski 
boat  has  been  part  of 

Coleman  since  1984. 


O'Brien 

is  one  of 

our  better 

acquisitions. 

Even  twelve 

years  after. 


results  of  this  acquisition  are  energizing. 
But  it's  not  the  one  you're  looking  for. 


Camp  stoves  have  been  our  bread  and  butter  for  generations. 


■  look  at  all  our -activities,  including  the  one  giving  our  bottom  line  a  pleasant  jolt,  call  800-255-2550.  ^3 


NYSE  symbol  CLN 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


God  at  9:20 

"At  9:20/'  Jimmy  Swaggart  said, 
"God  told  me  that  it  [Swaggart's 
preaching  on  overseas  TV]  is  going  to 
continue."  The  Lord  is  suddenly  talk- 
ing to  him,  and  Swaggart  remembers  to 
note  the  time.  We  tend  to  come  unglued 
at  the  arrival  of  the  Chinese-food  de- 
liveryman,  let  alone  God. 

— Spy  magazine 

Drugs'  Henry  Ford 

Jacksonville,  Florida. —  "Carlos 
Lehder  and  Henry  Ford  have  a  lot  in 
common,"  said  U.S.  Attorney  Robert 
Merkle  [in  the  trial  of  Lehder,  accused 
of  being  the  mastermind  of  a  Colom- 
bian drug  ring].  "Henry  Ford  pio- 
neered the  mass  manufacture  of  auto- 
mobiles," Mr.  Merkle  said.  "Carlos 
Lehder  pioneered  the  mass  transpor- 
tation of  cocaine.  Mr.  Ford  sought  to 
help  the  American  consumer.  Mr. 
Lehder  sought  to  destroy  the  Ameri- 
can consumer." 

— Neiv  York  limes 

New  Ties  in  the  Knot 

I  go  to  a  wedding,  and  it  isn't  a 
stereotype  at  all:  It  is  a  two-minute 
ceremony  at  City  Hall,  or  an  over- 
night camping  trip  in  the  woods.  Two 
of  the  bride's  former  lovers  are  there ; 
or  I  meet  the  groom's   six-year-old 


daughter.  A  bride's  parents  are  di- 
vorced, and  her  father  isn't  there  to 
"give  her  away"  because  her  mother 
wouldn't  come  if  he  did.  Or,  a  groom's 
parents  are  sour  because  the  bride 
won't  change  her  name.  Or,  our  mod- 
ern Harvey  and  Hannah  have  both 
been  married  before,  and  we  know  as 
they  take  their  vows — "till  death  do 
us  part" — they  believe  them,  and  they 
also  believe  that  divorce  is  the  better 
alternative  to  a  bad  marriage. 

— Dreams  and  Schemes:  Love  and 

Marriage  in  Modern  Times, 

by  Abigail  Heyman 

Vote  of  Confidence 

By  the  end  of  1986  foreign  investors 
held  direct  investments  of  $209.3  bil- 
lion in  the  U.S.  (as  opposed  to  U.S. 
direct-investment  abroad  of  $259.89 
billion).  ...  At  the  end  of  1985,  Ameri- 
can affiliates  of  foreign  firms  employed 
about  3  million  Americans.  That  year 
they  paid  out  almost  $80  billion  in 
payroll.  They  paid  over  $8.5  billion  in 
U.S.  income  tax.  They  exported  over 
$55  billion  in  merchandise  trade. 

I  have  always  believed  that  a  sound 
Anglo-Amencan  relationship  is  es- 
sential to  the  well-being  of  Britain  and 
that  close  economic  links  would  rein- 
force political  tics.  Britain  is  the  larg- 
est source  of  foreign  direct  invest- 
ment in  the  U.S.,  with  total  holdings 
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".'  my  tray  from  the  cradle  t<>  the  gr 
■  i '/  have  time  to  exchange  civilities  " 


ill  v. 


of  well  over  $50  billion. 

There  is  nothing  new  about  all  th: 

By  1828  the  U.K.  held  25%  of  tl 

entire  U.S.  debt.  (I  tried  not  to  noti 

that  in  the  1840s  Florida,  Mississip 

and  Michigan  repudiated  all  or  part 

their  debts!)  By  WWI  the  U.S.  was  tl 

world's  leading  debtor  nation.  [Toda 

foreigners  are  believed  to  hold  abo 

10%  to  20%  of  the  national  debt 

over  $2  trillion.  If  this  is  true,  it  is 

remarkable  tribute  to  the  confiden 

foreigners  have  in  the  United  State; 

— Sir  Gordon  White,  chairman 

Hanson  Industries,  American  ar 

of  Britain's  Hanson  PI 

in  Manlxittan,  h 


Loneliness  is  now 
so  widespread  it  has 
become,  paradoxically, 
a  shared  experience. 

— Alvin  Toffler,  The  Third 


Both  Tired 

Clare  Boothe  Luce  never  drar 
much,  but  when  she  did  have  a  drir 
or  two,  it  knocked  her  off  her  elegaj 
perch.  Last  year,  after  having  had 
second  martini  at  lunch,  she  was  e 
gaged  in  a  conversation  with  a  clo 
Jewish  friend  who  had  recently  co; 
verted  to  Catholicism.  "You  kno 
she  said  tipsily,  "sometimes  I  get  tin 
of  hearing  about  the  Holocaust." 
well  understand,  Clare,"  her  frier 
replied.  "I  often  feel  that  way  aboi 
the  Crucifixion." 

— Shirley  P.  Clurman,  Vanity  Fa 

Learning  to  Serve 

Learning  pursued  for  its  own  sake- 
and  not  merely  as  a  means  to  son 
more  prosaic  end — can  be  a  source  i 
great  enjoyment  and  personal  sati 
faction;  it  can  also  serve  as  the  soun 
est  preparation  for  citizenship  and  i 
what  I  hope  will  be  lives  lived  gene 
ously,  in  service  to  others.  It  is  thl 
kind  of  learning  that  we  at  Princetcj 
are  here  to  promote. 

— William  G.  Bowen,  forml 

president  of  Princeton  Universit] 

spoken  in  1981  to  the  entering  cla;| 

Autry  at  76 

As  you  get  a  little  bit  older,  yc| 
know,  it's  not  like  it  used  to  be. 
horses  got  taller.  And  I  didn't  get 
'em  quite  as  fast  as  I  used  to.  I  couil 
always  get  off  real  fast,  though,  b>f 
cause  I  could  fall  off. 

— Gene  Autry,  l\'ensdc\ 
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Without  it  I  felt  naked, 
there  are  places  where  you  have 
to  forget  time. 

ly  Mariner  SG®  and  I  have 
oed  Mont  Blanc  and  descended 
eet  beneath  the  Caribbean  Ocean, 
swim  with  it,  I  play  squash  with  it 
[  sleep  with  it.  Until  a  few  weeks 
ve  were  inseparable, 
he  Mariner  is  that  kind  of  watch. 
:  someone  had  ever  su^ested  I 
1  £,o  an  hour  without  bein£>  able  to 
te  time  with  a  glance  at  my  wrist,  I 
d  have  scoffed  at  them. 
o  you  have  to  assume  that  some- 
,  remarkable  must  have  occurred 
ake  me  abandon  my  trusty  time- 
er  for  48  hours, 
elieve  it  or  not  it  was  a  lady. 
)bviously  no  ordinary  lady. 
dtev  six  months'  serious  courting 
lecided  she  knew  me  well  enough 
iss  an  opinion  on  my  mental  well- 

■y 

{ou  need  a  break"  she  announced. 

explained  that  a  number  of  impor- 
deals  made  that  prospect  impos- 
for  quite  some  time. 
3ive  me  just  two  days  and  I'll  fix 
ip  like  new,"  was  her  response, 
jnowin^  that  I  would  never  be  too 


far  from  a  facsimile  machine  I  agreed 
in  principle  to  two  days  vacation  of  her 
choosing.  But  she  had  other  surprises 
in  store  for  me. 

When  the  time  came  to  jump  on  the 
plane  for  her  remote  tropical  island 
she  grasped  my  wrist  and  attempted  to 
unlatch  the  smooth  stainless  steel 
clasp  on  my  watch. 

"No  you  don't,"  I  warned. 

"You  can't  possibly  relax  to  a  sched- 
ule," she  responded,  "the  watch  just 
has  to  £,o." 

I  explained  to  her  that  my  Concord 
Mariner  went  wherever  I  went. 

And  that  this  was  no  ordinary 
wristwatch,  but  a  famous  piece  of 
Swiss  craftsmanship  that  had  become 
a  talisman  to  me. 

But  she  couldn't  understand  how 
anybody  could  become  so  attached  to  a 
wristwatch. 

So  we  made  a  deal.  But  that's  an- 
other story. 
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FOR  BROCHURE  SEND  $3  TO  CONCORD,  DEPT  FB,  650  FIFTH  AVE  .  NEW  YORK,  NY  10019 


We  have  a  better  way  to  deal 
vith  inclement  weather. 


'eather  insun 
L  you  from  financial  losses  due  to  rain  or  bad  weather.  Weather  insurance  is  only  one  of  th 
leeialized  kinds  of  insurance  available  from  Chubb's  Inland  Marine  underwriters. 

We're  experts  in  creating  insurance  that's  as  unique  as  what  it  insures.  We're  equally 
:u  it  comes  to  insuring  commonplace  risks.  Our  highly  trained  underwriters  have  tl 
uand  scope  to  tailor  insurance  for  risks  that  don't  lend  themselves  to  packaging. 

cind  of  specialized  individual  risk  underwriting  is  part  of  Chubb's   i 'rpr= 

j^nd  jnlahd  marine  insurance  heritage.  A  tradition  of  excellence          / 
than  forty  days  and  forty  nights.  For  more  information           I 
Dept.,  Warren,  NJ  07060.  I -^ 

I^HHBti.  i<vjr..  in  "Am..r,.    ..>   PI  ,.,U. ....."  W/....-I.    I PIIC  l*rHJ 


participate  m  "American  Playhouse"  Watch  lor  u  on  PBS. 
uladclphia  Museum  of  Art:  bequest  ot  Lisa  Norris  Elkins. 
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tict  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


UNFOUNDED  FEAR 


America  First 


One  of  the  chief  worries  about  the  U.S.'  merchandise  trade 
iicit  is  that  the  dollars  that  "leave"  our  shores  will  be  used 
foreigners  to  buy  up  big  chunks  of  America  and  place  an 
lacceptable  portion  of  our  economic  fate  in  their  hands. 
tie  fear  is  overblown.  In  fact,  the  trade  shortfall  is,  ironical- 
enough,  part  of  a  process  that  is  strengthening  the  U.S. 
Offshore  investors  are  making  us  more  competitive.  They 
ive  helped  finance  the  greatest  investment  boom  in  our 
story.  This  year  Americans  will  mvest 
.ore  than  $900  billion  (up  from  $550  billion 
1982),  an  amount  greater  than  that  of  every 
'estern  industrial  nation,  including  Japan. 
Our  trade  with  the  rest  of  the  world  is  not 
mply  finished  products.  It  involves  compo- 
:nts  that  make  it  possible  for  us  to  add  value 
>  finished  products.  Economist  George 
ilder  cites  the  example  of  an  ordinary  hard- 
ound  book.  The  cost  of  physically  printing  one  book  in 
aiwan  is  $2.  But  it  retails  here  for  $20.  Who  gets  the  $18? 
he  author,  the  agent,  the  publisher,  the  promoter,  the 
ucker,  the  retailer,  etc.  Taiwan  gets  $2.  The  American 
:onomy  gets  $18  of  added  value.  Is  this  the  road  to  ruin? 

We're  Getting  Richer 

The  net  wealth  of  the  nation  is  growing  far  faster  than 
jreign  investment  here.  Between  1982  and  1986,  when 
ur  trade  balance  deteriorated,  America's  net  worth  went 
p  $3.7  trillion,  foreign  assets  rose  $643  billion.  The  pro- 
ortion  of  the  national  debt  financed  by  foreigners  isn't 
ignificantly  higher  today  than  it  was  in  the  early  1980s. 

Overseas  investors  are  no  more  likely  to  jeopardize  their 
loney  here  than  an  American  would.  If  the  U.S.  economy 


A  look  at  investment,  at  job  creation,  at  technology 
show  the  U.S.  is  more  than  holding  its  own. 

Manufacturing?  The  growth  in  output  here  since  1982 
exceeds  all  countries  except  Japan.  Manufacturing  produc- 
tivity in  the  1980s  has  shown  the  greatest  peacetime 
growth  in  history. 

Technology?  Our  share  of  the  microchip  market  is  still 
50% ,  despite  Japan's  onslaught.  Our  worldwide  share  of  the 
computer  hardware  market  is  up  in  the 
1980s.  Our  proportion  of  the  world's  soft- 
ware market,  where  the  real  future  lies,  has 
increased  from  two-thirds  to  three-fourths 
in  recent  years.  The  threat  here  comes  from 
U.S.  protectionism,  not  global  competition 
(seep.  79). 

Despite  a  stagnant  world  economy,  our 
nonagncultural   exports   have   gone   from 
$164.7  billion  to  $221.3  billion  between  1983  and  1987. 

The  U.S.  is  a  big  market.  We  sell  a  lot  to  each  other.  Is 
the  sale  of  a  computer  by  an  American  to  an  American 
company  any  less  valid  than  a  sale  by  that  same  company 
to  a  Canadian  or  Japanese  concern? 

Did  our  massive  investments  in  Europe  and  Asia  in  the 
1950s  and  1960s  mean  Europe  and  the  world  were  getting 
weak?  Did  it  mean  Europe  was  losing  its  birthright  and 
becoming  a  U.S.  colony?  Charles  de  Gaulle  and  others 
thought  so.  It  turns  out  we  were  creating  formidable 
competition  that  made  us  both  more  prosperous.  The 
phenomenon  is  no  different  today  as  we  make  our  econo- 
my stronger  by  using  foreign  capital  as  well  as  our  own. 

Even  if  the  absolutely  worst-case  scenarios  about  trade 
unfold  for  the  remainder  of  this  century,  the  Japanese, 


Protectionist  Attitudes 
Grow  Stronger  in  Spite 
Of  Healthy  Economy 

Fearful  of  Foreign  Control, 
Public  Is  Making  Trade 
A  National  Security  Issue 

Mull  Street  luurnal 


tays  healthy,  there  will  be  no  flight  of  capital.  If  we     Germans,  etc.,  would  still  own  a  smaller  fraction  of  the 


ursue  unsound  policies,  Americans  will  mark  down  the 
rice  of  their  financial  assets  just  as  quickly  as  a  non- 
unerican  would. 

We  tend  to  thmk  that  the  extraordinary  growth  of  world- 
/ide  competition  against  us  is  a  sign  of  weakness.  Wrong, 
'he  pressures  of  change  we  face  are  being  faced  in  every 
ther  "old"  industrial  nation.  In  Europe,  unemployment  is 
t  least  twice  as  high  as  here. 


total  wealth  of  the  nation  (well  under  10%)  than  has  been 
the  case  in  several  periods  of  our  past. 

The  usual  solutions  for  the  trade  "crisis" — debasing  the 
dollar,  raising  taxes  and  creating  trade  barriers — are  the 
path  to  stagnation 

Sadly,  the  correct  idea  that  our  trade  "gap"  is  making  us 
stronger  finds  no  champion  in  the  political  arena.  Therein 
lies  the  real  danger  to  our  future  well-being. 
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Dr.  Dirt  discovers  hungry  water. 


Richard  Sabin's  cohorts  started  calling  him 
"Dr.  Dirt"  about  a  decade  ago,  back  when 
he  first  got  serious  about  getting  all  the  dirt 
out  of  the  water  he  mixes  with  his  paints. 

His  objective?  The 
"Indestructible  Paint  Job." 

In  the  years  since,  he's  pursued  this  goal  with 
uncommon  zeal;  sleeps  with  a  beeper,  for 
example,  in  case  the  nightshift  needs  help  dealing 
with  an  imperfection. 

(His  wife,  Robin,  says  she  cant  get  him  to  take 
a  vacation  that  takes  him  outside  beeper  range, 
and  he  doesn't  deny  it.) 


Recently,  Dr.  Dirt  made  a  discovery  that  might 
have  gotten  him  at  least  a  Nobel  prize  nomi- 
nation if  his  specialty  were  more,  ah,  exalted. 

He  figured  out  that  zapping  a  mixture  of  puri- 
fied water  and  top  quality  paint  with  a  series  of 
electrical  charges  caused  the  water  to  get  "hungry" 
to  I  ond  with  metal.  Instantly  and  ferociously. 

Ei  reka!  The  Indestructible  Paint  Job. 

"V  ell,  almost','  says  the  good  doctor,  who's  as 
modest  as  he  is  zealous. 

He's  also  a  paint  foreman  at  our  Tustin, 
California  plant.  So  when  you  buy  our  desks, 
cabinets  and  bookcases,  chances  are  good, 
their  paint  job  is  indestructible. 

Almost. 


The  Office  Environment  Company  For  more  information .  call  1-800-447-4700 


YOU'RE  ABOUT  TO  FLIP 
OVER  YOUR  CASH  CARD. 


Flip  over  your  cash  card  or  bank  credit  card 
and  see  if  there's  a  Plus  System   logo  on  it.  If  so, 
nearly  20,000  cash  machines  worldwide  are 
yours. 

That  means  you  can  get  emergency  cash 
you  travel  to  over  4,000  big  cities  and  small 
S.  and  Canada.  Not  to  men- 
lei  of  locations  in  Europe,  the 
iribbean.  For  90  million  card- 
tem  logo  marks  the  spot 
ip. 
ou  are  in  the  U.S.,  you  can 


find  a  Plus  System  cash  machine  nearby  by 
calling:  1-800-THE-PLUS. 

So  flip  over  your  cash  card  now.  And  if 
there's  no  Plus  System  logo  on  it,  make  your  I 
next  trip  a  trip  to  a  financial  institution  that 
gives  you  one. 


WE  MAKE 
YOUR  CASH  CARD 

WORTH 
FLIPPING  OVER. 
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What's  Ahead  for  Business 


Better  to  do  nothing 

than  the  wrong 

thing  about 

volatility 


The  volume  numbers 

don't  mean  much 

these  days 


Would  circuit 

breakers 

break  anything? 


Edited  by  Howard  Banks 

WHAT  WE  DON'T  KNOW  ABOUT  THE  MARKET 

Prospects  for  serious  stock  market  reform  this  year  are  nil,  barring 
another  major  stock  market  collapse.  Even  the  modest  proposals  for 
change  put  forward  in  May  by  the  Administration's  study  group  on  the 
crash  are  likely  to  go  nowhere  this  election  year. 

It's  just  as  well.  Better  to  do  nothing  than  do  the  wrong  thing.  In  the 
present  tug-of-war  between  those  who  would  let  market  forces  rip  and 
those  who  are  keen  to  intervene,  neither  side  really  knows  what  it  is 
talking  about.  The  gap  between  what  is  known  for  sure  and  what  each 
side  blithely  surmises  about  who  trades  what  is  wide. 

This  is  especially  true  when  it  comes  to  trades  by  individuals — the 
apocryphal  Grandma  X  the  interveners  desire  to  protect. 

Yes,  everyone  agrees  that  trading  volume  by  individuals  since  the 
October  crash  is  down.  But  by  how  much? 

Jeffrey  Schaefer,  the  Securities  Industry  Association's  top  ana- 
lyst, was  the  first  to  warn  of  the  scale  of  dividend  recapture  games 
(mostly  played  by  Japanese  insurance  companies  avoiding  tax  at  home) 
in  the  major  U.S.  securities  markets.  These  matched  instant  buy-sells 
average  15%  of  NYSE  volume  and  on  specific  days  much,  much 
more — maybe  25%  or  more  of  total  volume. 

How  about  the  volume  accounted  for  by  actual  corporate  buybacks,  as 
distinct  from  announced  plans  by  corporate  treasurers?  Such  numbers, 
says  Schaefer,  aren't  officially  collated. 

Now  consider  institutional  computerized  program  arbitrage,  at  maybe 
an  average  of  8%  of  all  trades,  but  varying  wildly  on  any  given  day. 

Then  factor  out  volume  generated  by  institutions  trading  for  their  own 
accounts — a  well-established  statistic. 

Only  after  all  that  can  you  reckon  what  individuals  bought  or  sold. 
Based  on  the  above,  there's  good  reason  to  think  precrash  trading  by 
individuals  may  have  been  much  lower  than  previously  reckoned. 

Nobody  even  knows  if  the  extent  of  individual  investors'  withdrawal 
is  more  or  less  than  in  previous  bear  markets.  Reexamination  shows 
historic  NYSE  studies  to  be  seriously  flawed,  Schaefer  warns. 

The  so-called  circuit  breakers  proposed  by  the  White  House  group 
that  would  suspend  trading  for  a  time  after  a  certain  point  fall  are 
problematic .  (With  the  Dow  near  2000,  wouldn't  percentage  changes  be  a 
more  logical  guide  ? )  Even  this  mild  measure  could  be  counterproductive, 
as  traders  rush  to  get  out  before  the  guillotine  falls. 

Another  proposal  is  to  raise  margins  on  trading  index  futures,  which 
now  average  15%,  despite  the  risk  that  it  could  dry  this  market  up. 

None  of  this,  of  course,  may  dissuade  interveners  pressing  for  action. 

As  a  caution  about  the  limits  of  government  policymaking  on  real 
world  behavior,  they  should  read  the  tale  of  the  malign  effect  on  world 
D-RAM  supplies  of  the  U.S. -Japan  chip  deal  in  this  issue  (seep.  79). 
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The  Forbes  Index 
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trevised 

Inflation  fears.  Consumer  prices  rose  0.5%  in  April,  to 
117.1%  of  their  1982-84  average.  So  far  this  year  prices 
have  risen  at  a  4.5%  annual  rate,  but  if  the  pace  of  the  past 
two  months  continues,  there  is  a  possibility  the  inflation 
rate  for  1988  will  be  around  6%.  This  was  enough  to  make 
Wall  Street  jittery  (seep.  13 V-  The  yield  on  30-year  Trea- 
surys  rose  to  9.3%,  from  an  8.3%  low  earlier  this  year. 


The  economy,  however,  continues  to  show  uncommc 
resilience.  New  unemployment  claims  fell  again  in  April,  I 
their  lowest  level  since  November.  Retail  sales  rose  0.71 
from  March  to  April,  the  sixth  straight  monthly  increaS 
While  first-quarter  housing  starts  were  at  their  lowest  le\ 
since  1982,  April's  15%  rise  represents  a  near  doubling  sin<j 
December.  The  Forbes  Index  was  unchanged. 


The  Forbes  Index  Components 


The  Forbes  Index  is ..  measure  of  U.S  economic  activity 
composed  ol  eight  equally  weighted  elements  lotal  in- 
dustrial production,  new  claims  tor  unemployment  com- 
pensation, the  cost  ol  services  relative  t"  .ill  umsumci 

prices,   the  level  ol   new  Olden  lor  durable  good)  BOB! 

pared  with  manufacturers'  inventories,  total  rei.nl  sales 
new  housing  starts    personal   income,   total   consumer 
installment  credit 
To  measure  these  eight  elements,  Forms  monitors  ten 

i  u  s  government  data   I  be  last  u  months  data 

for  each  series  are  presented  at  right 
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Barehanded,  Hercules  made 
short  work  of  the  Lion  of 
Nemea.  He  even  got  a  trophy 
out  of  the  deal — a  lion  skin 
for  his  back. 

For  modem  management,  how- 
ever, the  best  way  to  keep  the 
animals  of  Wall  Street  off  your 
back  is  by  raising  productivity 

That's  where  we  come  in. 

We've  enhanced  productivity 
for  half  the  top  1000  companies 
in  America.  In  addition,  we've 
worked  in  25  countries  over- 
seas. And  we  don't  just  improve 
profits.  We  also  improve  quality. 

On  average,  our  clients 
realize  a  400%  return  on  their 
investment  in  the  first  year  after 
installation. 

We  not  only  create  productivity 
plans.  We  install  them.  We  actually 
put  in  the  systems,  fine-tune  them, 
even  train  your  employees. 

Engineering: 

Our  Engineering  Group 
increased  a  plywood  manu- 
facturer's throughput  from 
15-25%  by  installing  dryer 
method  changes.  And,  our 
value  analysis  techniques  aided 
a  foundry  to  reduce  manufac- 
turing costs  between  20-30%. 
Results?  More  product  and 
more  profitability. 


Alexander  Proudfoot 

The  Power  of  Productivity 


If  you  like  those  numbers  write, 
or  call  this  number 

800-843-4877 

And  we'll  send  you  our  brochure, 
Productivity:  Myths  and  Reality 


Name 

Company 

Title 

Address 

Ciry 

State 

Zip 

aunded  1946  Executive  offices  249  Royal  Palm  Way.  Palm  Beach.  FL.  33480  Operating  in  the  United  States.  Canada.  Mexico.  Brazil.    I      Phone  FBS  6  , 3  88 

>eat  Bntain.  France.  Federal  Republic  of  Germany.  Italy.  Spain.  Portugal,  Sweden.  Denmark.  Ireland.  Luxembourg.  The  Netherlands  Alexander  Proudfoot,  Executive  offices: 

Belgium  Australia  Hong  Kong.  Malaysia.  Singapore,  and  soon  in  Taiwan  and  Thailand  In  Florida  or  Canada,  call  407-655-9300  249  Royal  Palm  Way,  Palm  Beach,  FL,  33480 
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^recast  and  control  insurance  costs* 
'ffering  these  programs  because  we've 
our  concerns  about  price  stability  and 
te  capacity.  And  we  believe  that  no 
isurer  has  the  organizational  stability, 
I  nee  and  capacity  to  work  with  you  to 


solve  these  problems. 

For  further  information,  ask  your  agent  or 
broker  to  contact  the  nearest  AIG  companies 
office.  Or  write  Dept.  A,  70  Pine  Street,  New 
York,  New  York  10270. 

It's  an  opportunity  to  build  more  predict- 


ability into  your  insurance  costs.  And  more 
stability  into  your  bottom  line. 

Insurance  Companies  That  Don't  KY7EI 
Think  Like  Insurance  Companies  r^LWl 

"Coverage  not  available  in  atl  states  and  subjeci  to  specific  terms  and  conditions 


Forbes 


Smart  marketing,  improving  consumer  tastes  and  a  weak  dollar 
have  created  a  boom  for  California  vineyards.  Are  the  vintners 
getting  too  cocky  with  these  prices? 


Wine -$6.50 
a  glass 


By  Ellen  Paris 


Shipments  of  California  table 
wine  have  been  virtually  flat 
since  1985,  growing  only  3%,  to 
109  million  cases  in  1987.  Hard 
times?  Quite  the  contrary.  "Napa  and 
Sonoma  are  like  gold-rush  towns," 
says  wine  industry  pundit  )on  Fred- 
rikson.  "The  area  is  booming." 

Consider:  North  of  San  Francisco, 
vineyard  land  in  the  rich  Napa  Valley 
fetches  upwards  of  $45,000  an  acre 
today,  up  from  $25,000  an  acre  five 
years  ago.  Says  Frank  Woods,  presi- 
dent of  Clos  du  Bois  Wines,  "The  pre- 
mium wine  segment  in  California  is 
getting  more  valuable  every  year." 
Woods  should  know;  he  recently  sold 
his  company  to  Hiram  Walker-Allied 
Vintners  for  around  $40  million. 

In  May  Guinness  America,  Inc.  put 
its  1,200-acre  Sonoma  Vineyards  up 
for  sale,  and  industry  experts  estimate 
it  could  fetch  around  $40  million. The 
British  distilling  and  brewing  compa- 
ny purchased  Sonoma  Vineyards  last 
year  in  its  acquisition  ol  Si  henley  In- 
dustries. Happy  arc  the  \  intners,  even 
happier  .  ipe  growers    Chardon- 

1800  a  ton  a  yt  ai  ago,  now 
00  to  $1,500  a  ton. 
b<  i  xplanation?   I  be  busi- 
lat,  yet  property  va    tes  and 
ices  are   rising    rapi(  I  >     It's 
le,    Even    it    Am  ricans 
ng  more  wine,  th<  \    are 
much  more  tor  what 


M 


they  do  drink.  They're  drinking  less  of 
the  jug  stuff  and  more  of  the  premi- 
um-priced stuff  with  impressive  la- 
bels. Shipments  of  jug  wines  (under  $3 
a  bottle)  have  dropped  around  3%  a 
year  since  1980.  But  shipments  of  pre- 
mium ($3  to  $7)  and  superpremium 
($7  to  $14)  wines  have  grown  around 
20%  annually  since  1984. 

What's  happened  is  that  Americans 
have  grown  more  wine-conscious  and 
less  price-conscious.  In  California  and 
in  other  areas  where  it's  permitted, 
major  supermarkets  like  Safeway 
stock  a  decent  selection  of  wines. 
Newspaper  food  sections  are  devoting 
more  space  to  wine.  Restaurants  are 
offering  premium  and  superpremium 
wines  such  as  chardonnays  and  caber- 
nets by  the  glass.  The  restaurants  love 
it:  Markups  on  wine  can  be  heady.  A 
4'/2-ounce  glass  of  Acacia  chardonnay 
at  trendy  Hamlet  Gardens  in  Los  An- 
geles costs  $6.50. 

California  wines  have  gotten  a 
boost  from  the  foreign  exchange  mar- 
kets. Mark  Lauber  distributes  wine  to 
New  York  and  New  Jersey  retailers 
and  restaurants.  Five  years  ago  Cali- 
fornia wines  represented  10%  of  his 
business  and  French  wines  80%.  To- 
day California  wine  is  55%  of  sales, 
and  the  French  arc  down  to  about 
30%.  In  1984  Europe  had  a  30%  share 
of  the  U.S.  wine  market.  Last  year  it 
fell  below  20%.  Sales  of  all  imported 
table  wines  fell  21%  in  1987. 

Smart  marketing  has  won  for  Cali- 


fornia wines  some  of  the  snob  appeal 
that  once  attached  only  to  French 
wines.  Publicity  for  some  newer  vari- 
etal wines  have  aided  this  process. 
Dubbed  by  the  industry  the  "fighting 
varietals,"  they  are  mostly  chardon- 
nays, white  zinfandels  and  cabernets, 
priced  from  around  $4  to  $5  a  bottle. 
Popular  labels  include  Glen  Ellen, 
Sutter  Home  and  Fetzer. 

Moving  up  to  the  superpremium 
and  ultrapremium  ($14  and  up)  class, 
Sonoma-based  Kenwood  has  been 
growing  20%  a  year  over  the  past  four 
years.  Shipments  by  Lakeport-based 
Kendall-Jackson,  which  makes  a  good 
$10  bottle  chardonnay,  jumped  75% 
last  year,  to  163,000  cases. 

Following  the  trend  toward  more 
expensive  bottles  and  fatter  margins, 
Seagram  sold  its  Taylor  California 
Cellars  and  Paul  Masson  jug  wine 
business  last  year  and  has  poured 
money  into  higher-priced  wines 
through  its  Sterling,  Domaine  Mumm 
and  Monterey  Vineyard.  Says  Sam 
Bronfman  II,  president  of  the  Seagram 
Classics  Wine  Co.:  "We  made  a  con- 
scious move  to  get  out  of  that  busi- 
ness and  expand  our  premium  and 
superpremium  business." 

Today  most  wineries  are  either  pri- 
vately owned  or  belong  to  giant  com- 
panies like  Seagram  or  Nestle.  Some 
are  the  possessions  of  wealthy  indi-  < 
viduals  less  interested  in  cash  than 
cachet.  "Buying  a  small  winery,"  says 
Robert  Dwyer,  executive  director  of 
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Zlos  du  Bois  President  Frank  Woods  in  his  Sonoma  County  vineyard 

Even  if  Americans  aren't  drinking  more  wine,  they  are  willing  to  pay  much  more  for  what  they  drink. 


:he  Napa  Valley  Vintner's  Associa- 
:ion,  "is  the  same  as  hanging  a  Miro 
Dr  Picasso  on  your  wall."  You  could 
say  much  the  same  for  one  of  the  few 
publicly  traded  vineyard  stocks,  San 
Francisco-based  $10  million  (1987 
sales)  Chalone  Inc.  Chalone  makes 
:our  premium  wines:  Acacia,  Car- 
menet,  Edna  Valley  and  Chalone.  Its 
stock  is  no  screaming  bargain.  Last 
/ear  Chalone  showed  an  operating 
Drofit  of  $1.9  million  and  earned  8 
:ents  per  share.  Traded  over-the- 
:ounter,  the  stock  recently  fetched 
lO3/*,  134  times  last  year's  earnings 
ind  67  times  projected  1988  earnings. 
Vintners  with  long  memories,  how- 
ever, are  a  bit  suspicious  of  the  boom. 
They  have  seen  fashions  come  and  go, 
ind  they  have  seen  the  dollar  wax  and 
wane.  They  warn  lest  greed  kill  pros- 
perity. Excellent  cheaper  wines  are 
already  moving  into  the  market  from 
Australia,  which  also  has  a  weak  cur- 
rency, from  Spain,  from  Italy  and  even 
from  other  states,  like  Oregon  and 
Texas.  Top-of-the-line  California  bot- 
'les  now  routinely  start  at  $15  in 
many  Manhattan  liquor  stores.  Warns 
wine  distributor  Lauber:  "California 
aas  a  golden  opportunity  to  get  a  per- 
manent piece  of  the  market.  They 
must  not  raise  prices  too  much."  ■ 


Suddenly  everybody  is  buying  big  jets.  But 
so  far  unnoticed  is  that  overall  sales  indus- 
trywide are  likely  to  double — and  the 
surge  may  outlast  this  century. 


Jet  boom 


By  Howard  Banks 


Airline  news  these  days  reads  a 
bit  like  a  press  release  for  Seat- 
i  tie  giant  Boeing — one  big  order 
after  another.  But  the  bigger  news  is 
the  line  forming  outside  the  doors  of 
nearly  everyone  who  makes  passenger 
jets — even  McDonnell  Douglas.  In 
real,  inflation-adjusted,  terms,  world 


airlines  will  likely  spend  an  average  of 
$22  billion  to  $23  billion  each  year  on 
new  planes,  double  the  $11.5  billion 
of  the  recent  past.  The  boom  may  well 
last  through  the  rest  of  this  century. 

Why  so?  Airlines  need  the  added 
capacity  mostly  to  cope  with  passen- 
ger growth,  projected  to  continue  at 
over  5%  a  year. 

The  $5  billion  order  by  Internation- 
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Chris  Sorenson/Slock  Mai 


Boeing  747s  lining  n[>  on  the  runway  at 
Airlines  need  the  added  capacity  to 


Sew  York  City's  John  F  Kennedy  international  Airport 

cope  with  passenger  growth,  projected  to  continue  at  over  5%  a  year. 


al  Lease  Finance  Corp.,  trumpeted  in 
mid-May,  and  the  American  Airlines 
order  for  50  Boeing  757s,  plus  50  op- 
tions, worth  $4.4  billion  are  just  a 
wingtip  of  what's  to  come.  In  the  U.S. 
virtually  eery  major  carrier  is  shop- 
ping for  planes  or  soon  will  be.  Unit- 
ed, USAir  and  Delta  are  in  serious 
negotiation  for  major  orders.  North- 
west is  trying  to  figure  out  the  best 
way  to  latch  on  to  up  to  $7  billion  in 
new  planes.  The  only  thing  stopping 
Frank  Lorenzo's  Continental  from 
talking  turkey  is  a  lack  of  credit.  In 
Europe  British  Airways  leads  the  way 
with  plans  for  at  least  $2  billion. 

The  biggest  winner,  of  course,  is 
Boeing,  which  still  has  a  more  than 
50%  share  of  the  world  jet  market. 
Boeing's  strength,  for  now,  is  that  it 
offers  one-stop  shopping — its  ability 
to  turn  out  jets  in  each  of  the  three 
main  categories  (short-,  mid-  and 
long  ind   in  multiple  models 

[no  fewer  than  tour  versions,  for  in- 
stant i    popular  737,   ranging 
its)  Jepending  on 
>  want    Airport  and 
tion  is    living  the 
.e  days.  Theii  inswer 
Iks  m  lew  :s,  so 
lifting  to  th<    larger 


757  (200  seats)  planes.  Boeing,  there- 
fore, has  decided  not  to  invest  $200 
million  to  increase  the  production 
rate  of  the  737  above  the  present  flat- 
out  14  a  month,  switching  the  empha- 
sis to  the  larger  plane. 

The  last  time  Boeing  was  producing 
jets  at  this  kind  of  frenetic  pace,  in 
1979  and  1980,  its  earnings  took  a 
quantum  leap  as  the  profit  margin  on 
civil  jets  more  than  doubled  to  nearly 
9%,  against  a  4%  average  for  the  pre- 
ceding three  years.  Boeing  earned 
$2.24  a  share  in  1978;  by  1980  it  was 
earning  $4.15.  As  the  boom  dwindled, 
so  did  Boeing's  earnings;  last  year  they 
were  $3.10. 

Next  to  Boeing,  figure  Europe's  Air- 
bus Industrie  as  a  winner  as  well.  The 
challenge  at  Airbus  is  to  see  whether 
it  can  actually  make  a  profit  making 
airplanes.  Protests  by  U.S.  competi- 
tors, backed  by  Washington,  about 
the  subsidies  Airbus  gets  from  Brit- 
ain, France  and  Germany  are  having 
an  effect.  So  expect  fewer  giveaway 
deals  on  Airbus  planes,  greater  em- 
phasis on  making  its  partners  money. 

Expect  more  risk-sharing  subcon- 
tract deals,  such  as  British  Aerospace's 
with  Textron,  which  is  to  build  the 
wings  for  the  Airbus  A330  and  A340. 


i 


And  possibly,  in  this  new  competitive  :. 
environment,  the  long-awaited  agree 
ment  with  an  American  maker  to  set  I 
up  a  parallel  production  line  in  the  U.S 
to  build  a  stretched  A320. 

What  about  McDonnell  Douglas? 
For  now  it  looks  okay.  It  has  only  twi 
model  ranges,  the  now  aging  MD-8C 
update  of  the  DC-9,  and  the  MD-11, 
which  still  has  only  34  firm  orders! 
plus  67  options,  not  nearly  enough  foi 
the  program  to  repay  its  $1  billion 
development  cost.  But  the  planes 
have  one  clear  advantage  over  somel 
that  the  competition  is  touting:  The)J 
are  available  for  early  delivery  (the 
MD-80  is  sold  out  only  until  1990) 
So,  though  it  brings  up  the  rear  in  the 
race  for  new  orders,  the  St.  Louis  com- 
pany will  almost  certainly  pick  up 
business  from  airlines  that  won't  oj 
can't  wait  years  for  new  craft. 

What  happens  to  McDonnell  when 
the  rush  to  buy  ends?  A  lot  of  people 
think  McDonnell  should  throw  in  the 
towel  on  commercial  jets,  but  the 
company's  new  chairman,  John  Mc 
Donnell,  says  hard  decisions  about 
new  programs  can  wait  for  three  years 
at  least,  maybe  as  many  as  five.  An 
updraft  this  strong  means,  perhaps,  he 
can  afford  such  an  extended  delay. 
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When  freespending  Harry  Schreiber' s  wife  wanted  to  take  piano 
Wessons,  he  bought  her  a  $29,000  Steinway.  Trouble  was,  itwasnt 
vally  his  money.  Schreiber  learned  about  leverage  at  Wharton, 
put  he  must  have  skipped  the  classes  on  business  ethics. 

"Norma,  would  I  do  anything 

to  hurt  you?" 


By  Richard  L.  Stern 
with  Edward  Giltenan 


arry  Schreiber,  47,  of  Palm 
Beach  and  Aspen,  Colo.,  lives 
like  a  king  and  spends  money 
ike  a  drunken  sailor.  He  owns  a  big 
'aim  Beach  waterfront  home  on  ex- 
dusive  Worth  Avenue.  In  Aspen  he 
las  adjoining  homes — one  for  the 
Schreiber  family,  one 
or  guests.  Schreiber 
)lanned  a  man-made 
vaterfall  and  a  bridge 
>ver  a  stream  connect- 
ng  the  two  properties, 
is  well  as  an  enclosed 
>ool  with  a  retractable 
oof.  He  would  buy 
:ustom-made  suits, 
ometimes  five  at  a 
ime. 

In  1986  Schreiber 
piffed-up  his  new  of- 
ices  in  West  Palm 
teach  with  hundreds  of 
housands  of  dollars  in 
enovations.  He  even 
lired  an  in-house  chef. 
When  his  wife  decided 
o  take  piano  lessons, 
le      bought      her      a 

529,000  Steinway  pia-     

10.  His  3-month-old  son  was  outfitted 
>y  Harrods  in  London. 

Yet,  as  business  people  go, 
ichreiber  is  not  a  big  operator. 
Whence  came  the  money  for  this  lav- 
sh  living?  Apparently  from  running 
in  updated  Ponzi  scheme  involving 
eal  estate  and  tax  shelters.  People 
ike  Schreiber  are  a  dime  a  dozen 
hese  days,  but  there  are  some  unusu- 
J  things  about  Harry  Schreiber's  case. 

For  one  thing,  many  of  the  folks 
vho  trusted  Schreiber  weren't  green- 
lorns.  They  were  accountants,  and 


lawyers  and  successful  business  peo- 
ple, the  kinds  of  people  who  know  the 
value  of  a  dollar  and  normally 
wouldn't  spend  money  without  care- 
fully comparing  prices.  Yet  they  gave 
Schreiber  tens  of  millions  of  dollars 
without  bothering  to  check  his  back- 
ground. 

Schreiber  went  bankrupt  once  and 
has  done  jail  time.  Yet  he's  so  likable 


Harry  Schreiber,  U.S.  Marshal's  office,  Pittsburgh 

So  likable  that  people  trust  him  without  checking  him  out 


and  persuasive  and  nervy  that  people 
trust  him  without  knowing  him  or 
checking  him  out.  Has  the  law  caught 
up  with  Schreiber?  No,  but  tax  reform 
did,  making  syndications  and  tax 
shelter  deals  harder  to  sell.  It  seems 
that  without  the  cash  flow  from  new 
sales,  Schreiber  could  no  longer  ser- 
vice his  old  deals. 

What's  ominous  about  this  case  is 
that,  unfortunately,  Harry  Schreiber 
is  no  isolated  phenomenon.  Across 
the  country  investment  packages  sold 
as  tax  shelters  have  been  going  sour 


for  more  than  two  years,  which  has 
sent  their  principal  investors  scram- 
bling for  cash.  And  there  seems  to  be 
no  end  to  these  colorful,  convincing 
guys  who  are  able  to  talk  otherwise 
sophisticated  people  into  parting  with 
their  money. 

Listen  to  Norma  Levine,  a  success- 
ful businesswoman  and  one  of  200 
investors  who  have  now  joined  in  a 
suit  against  Schreiber. 
Levine,  59,  gave  Harry 
$100,000  in  1984  for 
what  he  said  were 
12%  "bonded  investor 
notes."  She  never  did 
get  the  notes.  Schreiber 
kept  her  happy  by  pay- 
ing both  interest  and 
principal — until  1986, 
that  is,  when  the 
checks  abruptly 

stopped  coming. 

Levine  called  Schrei- 
ber's office  several 
times  and  finally  told 
his  secretary  she  was 
going  to  the  police. 
"He  called  me  back 
within  the  hour,"  she 
recalls.  "  'Norma  dar- 
ling,' he  says  to  me, 
'Norma,  you're  upset- 
ting my  staff  something  terrible  with 
all  this  talk  about  the  police.  Norma, 
would  I  do  anything  to  hurt  you?  Nor- 
ma, please  don't  worry,  everything  is 
going  to  be  just  fine.'  "  But  the  checks 
never  came  again. 

Or  consider  58-year-old  Catherine 
Fenster,  who  gave  Schreiber  thou- 
sands of  dollars  and  signed  promis- 
sory notes  for  units  in  Sun  Plaza,  a 
combination  real  estate  shelter  and 
income  limited  partnership.  Schreiber 
stopped  paying  in  1986.  The  property? 
It  was  foreclosed  by  the  bank  after  he 
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Schreiber's  Palm  Beach  waterfront  home  on  exclusive  Worth  Are 

Be  needed  a  torrent  of  cash  flow  to  maintain  a  lavish  lifestyle. 


U 


If  the  lawyers  and 
accountants  who  sent 
clients  to  Schreiber  were 
slipshod  on  checking  his 
credentials,  so  apparently 
were  the  banks  that  bought 
his  notes  and  the 
insurance  companies  that 
guaranteed  them. 


stopped  making  mortgage  payments. 

Robert  Kennedy,  a  construction  ex- 
ecutive, put  $450,000  into  13  tax  shel- 
ter units,  including  1000  Internation- 
al Building  Associates,  a  Pompano 
Beach,  Fla.  office  building.  Kennedy 
wanted  to  shelter  the  income  he  re- 
ceived from  his  construction  compa- 
ny. Instead  Kennedy,  like  many  of 
Schreiber's  investors,  has  found  him- 
self in  trouble  with  the  Internal  Reve- 
nue Service.  It  has  reduced  Kennedy's 
$20,000  first-year  deduction  to  about 
$5,000.  Kennedy  also  has  been 
dunned  by  the  IRS  for  more  taxes  plus 
interest — and  he  and  his  colleagues 
still  have  to  pay  $150,000  on  notes 
they  signed, 

"A  few  years  ago  I  had  a  brain  tu- 
mor and  was  told  I  only  had  a  few 
months  to  live.  If  I  was  in  that  posi- 
tion today,  I'd  murder  Harry,"  says 
Justin  Hirsch,  a  sports  agent  who  put 
tour  clients — including  Los  Angeles 
Dodgers  catcher  Mike  Scioscia  and 
former  Mets  and  Reds  pitcher  Bruce 
Berenyi — into  Schreiber's  deals. 

Schreiber's  business  career  started 
auspiciously  enough.  He  was  graduat- 
ed from  Wharton  in  1963  and  was 
running  the  family  business,  the 
Schreiber  Freight  Lines,  in  Pittsburgh, 
by    thfl    mid-1970s.    To   expand   his 


trucking  routes  Schreiber  submitted 
forged  letters  to  the  Interstate  Com- 
merce Commission,  supposedly  from 
companies  that  desperately  needed 
his  trucking  services.  One  small  prob- 
lem: Two  of  the  signatures  were  mis- 
spelled. Schreiber  was  convicted  of 
making  misrepresentations  to  a  gov- 
ernment agency,  the  ICC,  and  was 
sentenced  to  18  months. 

When  Schreiber  got  out  of  jail  in 
1980,  his  trucking  problems  still 
weren't  behind  him.  He  was  indicted 
in  1981  for  defrauding  a  factoring 
company  back  in  the  mid-1970s. 
Many  of  the  accounts  receivable  he 
sold  were  reputedly  phony.  The  court 
allowed  him  to  plead  nolo  contendere 
and  pay  a  $100  fine.  The  factoring 
company  went  bankrupt. 

At  the  end  of  1980  Schreiber  de- 
clared personal  bankruptcy.  In  1981 
he  walked  away  from  his  debts,  leav- 
ing over  $8  million  unpaid.  With  his 
old  problems  barely  resolved, 
Schreiber  set  up  Florida  Eastern  De- 
velopment &.  Management  Corp.  and 
went  into  real  estate  syndication  and 
tax  shelters.  Apparently  he  did  well. 
By  1986  Florida  Eastern  Corp.  listed 
$100  million  in  partnership  sales. 

Schreiber  was  smart  enough  to  let 
his  investors  seem  to  win  at  the  start. 


• 
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Schreiber's  property  in  Aspen,  Colo. 

Adjoining  homes,  one  for  the  family  and  another  for  guests. 


David  Hiser'Photographers  Aspen 


A  1981  deal — Plantation  Realty,  a 
medical  building  in  Plantation,  Fla. — 
was  bought  back  from  the  partners  by 
Schreiberfor  $21,000  per  unit  in  1983, 
a  profit  of  some  $4,000.  There  also 
was  North  Dixie,  a  shopping  center  in 
Boca  Raton,  Fla.,  which  Schreiber  also 
repurchased  in  1983  at  a  profit  to  his 
investors. 

But  few  of  the  victims  got  away. 
Most  investors  who  early  on  actually 
made  money  on  Schreiber's  North 
Dixie  Shopping  Center  were  con- 
vinced to  flip  their  units  into  his  Ex- 
ecutive Square  deal,  an  office  building 
in  Delray  Beach,  Fla.  So  partners,  for 
example,  who  paid  $34,000  for  a  unit 
of  successful  North  Dixie  received  a 
$42,000  unit  of  Executive  Square. 
Sounds  good  until  you  know  that  Ex- 
ecutive Square  was  foreclosed  this 
year  by  its  lenders,  leaving  the  part- 
ners empty-handed. 

It  sounds  very  much  like  the  guy 
who  bragged  to  his  buddies  that  he 
just  sold  his  dog  for  $100,000.  For 
cash?  No,  for  two  $50,000  cats. 

Schreiber  sold  Executive  Square  to 
some  investors  as  an  income  deal  and 
to  others  as  a  tax  shelter.  The  property 
was  sound,  but  the  deal  was  over- 
loaded by  fees  and  debt.  Though  the 
|  offering  memorandum  said  that  debt 


service  would  be  $440,000  a  year, 
partners  discovered  from  their 
monthly  disclosure  statements  that 
debt  service  turned  out  to  be  more 
than  $600,000. 

An  examination  of  the  deal  tells  a 
lot  about  how  Schreiber  operates.  He 
purchased  the  property  for  $4.1  mil- 
lion and  sold  it  to  the  partnership  for 
$5.4  million.  Then  the  partnership 
was  required  to  cough  up  another  $2.3 
million  in  commissions  and  fees,  of 
which  Schreiber  took  at  least  $1.6 
million.  Now  this  $4.1  million  prop- 
erty was  supporting  a  $7.7  million 
deal — of  which  Schreiber  and  his  firm 
had  already  pocketed  something  close 
to  $3  million. 

Syndicators  often  set  aside  hefty 
amounts  of  their  investors'  money  at 
the  start,  to  ensure  loan  payments  on 
the  properties,  for  instance,  in  case 
rental  income  falls  short  or  as  a  sort  of 
insurance  against  the  possibility  that 
some  limited  partners  won't  meet 
their  note  payments.  Such  reserves 
are  legitimate,  but  they  should  be  put 
in  escrow.  According  to  investors  su- 
ing Schreiber,  this  rarely  happened. 
They  were  commingled  with  Florida 
Eastern  money  and  even  with  Schrei- 
ber's personal  funds. 

A  Ponzi  scheme  counts  on  new 


money  flowing  in  to  service  the  old 
money  and  keep  up  the  swindler's 
lifestyle.  Until  the  syndication  mar- 
ket went  bad  in  1986,  Schreiber's  bills 
appear  to  have  been  paid.  How?  A 
confidential  source  says  the  shortfall 
in  cash  flow  was  simply  made  good 
from  the  general  fund,  from  money 
coming  in  from  new  investors  in  oth- 
er deals.  When  the  new  money 
stopped  coming  in,  the  house  of  cards 
began  to  fall. 

Thus  one  Schreiber  deal — Sun  Pla- 
za, a  Fort  Lauderdale  shopping  cen- 
ter— was  foreclosed  by  the  mortgage 
holder  even  though  it  was  apparently 
a  going  concern  as  recently  as  two 
years  ago. 

Florida  Eastern  generated  $34  mil- 
lion in  total  fees  and  gross  profits 
from  1981  to  1986.  But  even  this  and 
the  use  of  reserve  funds  apparently 
wasn't  enough  to  feed  Schreiber's 
spendaholism.  He  persuaded  an  inte- 
rior designer  to  accept  syndication 
units  in  exchange  for  $100,000  in  de- 
sign work  and  furnishings  for  his  As- 
pen property.  Schreiber  also  picked  up 
a  number  of  paintings  valued  at  more 
than  $1  million  from  a  California  art 
gallery  in  return  for  units  in  real  es- 
tate partnerships  that  could  prove 
worthless.   In   a  private   transaction 
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art  dealer 
;o     took     a 
-.change  for  a 
it    Schreiber   did 
full  title  to.  But 
maybe  there  is  some  jus- 
tice.   Now    Schreiber    is 
whimng  that  some  of  the 
paintings  were  forgeries. 

In  selling  his  deals  to 
investors,  Schreiber  oper- 
ated in  the  standard  way, 
paying  brokers  and  ac- 
countants fees  to  sell  the 
syndications  to  their  cli- 
ents. Of  course,  those  who 
peddled  Schreiber's  deals 
would  have  had  to  do 
some  homework  to  find 
out  about  his  past.  Natu- 
rally, the  offering  docu- 
ments that  Schreiber  dis- 
tributed did  not  mention 
his  past  problems.  And 
what  of  the  so-called  due 
diligence  scrutiny  suppos- 
edly done  by  brokers  and 
accountants  who  sold 
Schreiber's  deals  and 
made  millions  in  commis- 
sions? The  due  diligence 
officer  of  one  brokerage 
firm,  who  is  too  embar- 
rassed to  allow  his  name 
to  be  printed,  was  so  tak- 
en with  a  Schreiber  deal 
that  he  invested  $100,000 
in  it. 

Gary  Kaminsky,  a  Fort 
Lauderdale  accountant, 
who  put  his  clients  in  14 
Schreiber  deals  to  the 
tune  of  $10  million,  is  su- 
ing Schreiber.  Kaminsky 
was  so  sold  on  Schreiber 
that  he  says  he  put  his  own  lather  in 
three  income  partnership  units.  Ka- 
minsky earned  $800,000  in  commis- 
sions for  sending  money  Schreiber's 
way.  Now  he  is  kicking  himself: 
Nine  of  the  14  have  been  in  bank- 
ruptcy and  none  have  paid  any  distri- 
butions for  two  years.  Adding  insult 
to  injury,  Kaminsky  was  persuaded 
to  take  back  notes  for  some  of  the 
commission  money. 

Kaminsky  is  leading  the  major  in- 
vestor   suit    against     Schreiber.    Of 
course,  those  who  join  the  suit  also 
must  promise  not  to  sue  Kaminsky 
illtting  them  into  bad  deals. 

should  have   taken   his 

cue   from    Schreiber's    lawyer,    Law- 

lenee    Heller.    Heller    is    taking    no 

on  gett  rig  at  least  part  of  his 

(Ids  .i  $250   00  second 

ber's  Pal 

mg  my  o 


Two  properties  behind  Schreiber  syndications:  5555  in  Hollywood, 
Via  ( top )  and  Village  Sboppes,  Altamonte  Springs.  I'la 
Without  new  money,  the  house  of  cards  began  to  fall. 


n, 


says. 


Schreiber  was  unavailable  to  be  in- 
terviewed. We  did  talk  to  Heller.  Hell- 
er blames  his  client's  problems  on  the 
downturn  in  Florida  real  estate  and 
the  change  in  the  tax  law.  He  ac- 
knowledges that  Schreiber's  tees  and 
markups  may  have  made  some  of  the 
deals  uneconomic,  but  he  says  they 
were  disclosed  in  the  offering  memo- 
randum. Heller  also  says  the  investor 
lawsuits  are  a  scheme  by  accountant 
Gary  Kaminsky  to  placate  his  clients. 
So  Schreiber  is  suing  Kaminsky. 

In  1986  Schreiber's  cash  flow  dried 
up  after  the  tax  reform  act  made  real 
estate  syndications  less  attractive.  It 
seems  the  jig  was  up  with  the  alleged 
Ponzi  scheme.  That  year  Florida  East- 
ern had  to  stop  paying  interest  and 
dividends  to  investors.  And  then 
things  got  even  worse.  Here's  what 
happened: 

In  a  typical  syndication  deal,  an  in- 
vestor puts  in  part  of  the  money  in 


cash  and  signs  notes  for 
the  balance.  With  cash 
drying  up,  Schreiber  was 
selling  some  of  these 
notes  to  banks.  But  some 
investors  say  he  didn't  al- 
ways inform  them  he  no 
longer  held  their  notes, 
and  some  kept  sending 
him  money.  Imagine  their 
rude  surprise,  thinking 
they  were  fully  paid  on 
their  partnership  obliga- 
tions, when  they  got  dun- 
ning notices  from  the 
banks  that  now  held  their 
notes. 

Where  have  the  police, 
the  consumer  fraud  offi- 
cials and  the  SEC  been  all 
this  time?  Asleep.  The 
SEC  has  been  investigat- 
ing Schreiber  since  1983. 
It  won't  comment,  but  at- 
torney Heller  says  the  fed- 
eral agency  looked  at 
Schreiber's  Florida  East- 
ern books  last  year  and 
took  no  action. 

And  the  IRS?  Schrei- 
ber's 1984  and  1985  tax 
returns  (filed  jointly  with 
his  wife,  Janet)  show  that 
he  paid  $26,000  in  taxes 
and  applied  for  $92,000  in 
refunds  on  $1  million  in 
losses. 

Meanwhile,  Schreiber 
is  still  in  business,  and  the 
courts,  amazingly,  have 
allowed  him  to  continue 
managing  some  of  the 
bankrupt  properties. 

If  the  lawyers  and  ac- 
countants who  sent  cli- 
ents to  Schreiber  were  slipshod  on 
checking  his  credentials,  so  apparent- 
ly were  the  banks  that  bought  his 
notes  and  insurance  companies  that 
guaranteed  them.  The  same  banks — 
Royal  Palm  Savings,  for  example,  and 
U.S.  West — that  routinely  deny  credit 
cards  to  people  who  are  late  with  their 
washing  machine  installment  pay- 
ments, gave  millions  to  Harry 
Schreiber. 

Only  last  November,  a  year  after 
Harry's  partnerships  began  crum- 
bling, the  Fort  Lauderdale-based  Cari- 
bank  Mortgage  Corp.  sold  him  a 
building  it  had  taken  back  in  a  fore- 
closure. Price:  $2.6  million.  Harry  got 
100%  financing  plus  a  $680,000  sec- 
ond mortgage  to  make  renovations 
and  cover  possible  cash  flow  short- 
falls. Did  Canbank  know  about  Har- 
ry's past?  Says  the  bank's  attorney: 
"I'll  check  on  that  and  get  back  to 
you."  ■ 
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Forsyth's  novels  and  Forsyth's  Rolex: 
Original  concepts,  meticulously  executed. 


He  burst  upon  the  literary 
scene  with  an  immediate  best- 
seller, The  Day  of  the  Jackal. 

Four  more  have  flowed 
from  his  two-decade-old  type- 
writer since  then.  Today  he  is 
one  of  the  worlds  most  widely 
read  authors. 

Frederick  Forsyth  is  a  man 
ordained  by  both  natural  gifts 
and   life  experience  to  create 

Day-Dale  Oyster  Perpetual  and  President  are  trademarks 


high-tension  adventure  novels. 

He  joined  the  R.A.F  at 
seventeen  and  soon  became  one 
of  Britain's  youngest  fighter 
pilots.  For  eight  drama-filled 
years,  he  reported  on  military 
and  diplomatic  confrontations 
for  B.B.C.  and  Reuters. 

Today  at  his  London  home, 
Forsyth  alternately  plots  his  in- 
tricate books  and  crafts  articles, 


short  stories  and  film  scripts. 

A  writer  of  Frederick 
Forsyth's  stature  is  more  than 
ordinarily  sensitive  to  the  ac- 
complishment represented  by 
the  creation  of  a  work  that 
endures. 

Explanation    enough    for 
his  choice  of  a  classic     . 
timepiece.  \u// 
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Day-Date  OyAer  Perpetual  in  I8kt  gold  with  matching  President  bracelet. 


Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.437,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 
*  ©  1986 Rolex  Watch  USA.,  Inc. 


Hartley's  motto  for  Unocal:  Indepen- 
dence at  any  price.  But  time  may  be  run- 
ning out  for  this  aging  curmudgeon. 

Fred  raises  the 

flag  again,  but 

nobody's  saluting 


By  Subrata  N.  Chakravarty 

Do  you  think  it's  better  for  an 
outsider  to  rape  the  company, 
or  do  you  think  the  stockhold- 
ers ought  to  rape  themselves?" 

Lapsing    into    more    conventional 
language,  Fred  Hartley,  Unocal's  chief 


executive  officer,  explains:  "We  did  a 
leveraged  buyout  on  behalf  of  our 
shareholders."  By  whatever  name,  the 
restructuring  Hartley  talks  about 
transformed  Unocal  into  a  debt-bur- 
dened company  at  a  time  when  its 
petroleum  assets  were  shrinking  in 
value.  It  all  happened  in  1985,  when 


Tim  l)ill..n<.,jninu  l.uison 


rour  company  is  to  run  it.  We're  not  for  sale. 


raider  T.  Boone  Pickens  tried  to  take 
Hartley's  oil  company  away  from  him 
and  Hartley  repulsed  the  raid  by  bor- 
rowing $4.2  billion  and  buying  back  a 
third  of  Unocal's  equity. 

Despite  a  reduction  of  $1  billion  in 
debt  from  the  peak  in  1985,  Unocal 
spent  $451  million  in  interest  last 
year — a  full  31%  of  its  net  cash  flow. 
When  oil  prices  collapsed  in  1986, 
Unocal's  earnings  from  production — 
by  far  its  largest  segment — dropped 
54%,  to  $217  million.  Production 
earnings  improved  in  1987,  but  mar- 
keting and  chemicals  earnings  got 
clobbered,  as  did  geothermal  energy,  a 
major  Unocal  activity. 

Some  of  the  very  people  who  have 
sympathized  with  Hartley  have 
grown  disenchanted  with  his  recent 
results.  "I  have  little  respect  for  the 
way  Fred  Hartley  is  running  Unocal 
because  he's  not  coming  through  with 
me  where  it  counts — in  the  stock 
price,"  says  Philip  Pop  kin,  senior  en- 
ergy analyst  for  College  Retirement 
Equities  Fund,  one  of  Unocal's  largest 
stockholders. 

CREF,  which  tendered  its  holdings 
to  Unocal  during  the  Pickens  assault, 
bought  another  chunk  of  stock  after 
Hartley  emerged  victorious.  But  Pop- 
kin's  expectations  have  been  dashed: 
Unocal's  intrinsic  value  as  a  going 
concern,  he  says,  is  around  $55  per 
share,  more  than  50%  higher  than  the 
recent  353A.  He  values  Unocal  at  over 
$70  per  share  in  liquidation.  Among 
integrated  oil  majors,  according  to 
John  S.  Herold,  Inc.,  only  twice-raided 
Phillips  sells  at  a  lower  percentage  of 
stock  price  to  liquidation  value  than 
Unocal's  55.5%. 

With  around  55%  of  Unocal's  stock 
in  institutional  hands,  making  nice 
with  analysts  ought  to  be  part  of  Hart- 
ley's job,  no  matter  how  distasteful  he 
might  find  it.  But  Hartley  dismisses 
Popkin  and  other  Wall  Street  analysts 
as  "peons  .  .  .  hanging  around,  wait- 
ing to  see  us  destroyed." 

The  feistiness  that  served  Hartley 
so  well  in  building  Unocal  and  in  sav- 
ing it  from  Pickens  serves  him  ill  to- 
day. Instead  of  carping  at  critics,  he 
ought  to  be  listening.  Hartley  is  71 
and  doesn't  have  forever  to  make  his 
institutional  shareholders  feel  they're 
getting  value  for  their  money.  Yet, 
even  in  the  years  before  Unocal  load- 
ed itself  with  debt  to  thwart  the  take- 
over, it  paid  only  a  modest  dividend, 
generally  under  25%  of  earnings. 
Thus  even  some  of  his  peers  are  will- 
ing to  criticize  Hartley: 

"At  Arco  we've  always  had  a  strong 
dividend,"  notes  Robert  O.  Anderson, 
the  former  chief  executive  of  Atlantic 
Richfield  Co.  "Unocal  had  a  very  low 
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u  can  tell  a  lot  about 
airline  by  the  way  they 
sign  their  napkin. 

napkin  may  be  trivial  to  some  airlines,  but  not  to 
fthansa.  Ours  is  custom-designed  with  a  button- 
le  to  help  keep  things  as  neat  as  possible. 
Because,  after  all.  a  spot  on  your  clothes  can 
Dil  an  otherwise  smooth  flight. 
Now.  if  an  airline  gives  so  much  consideration  to 
lapkin.  imagine  how  much  thought  goes  into 
Brything  else. 

sople  expect  the  world  of  us. 
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thansa  is  a  participant  in  the  mileage  programs  of  United, 
ta  and  USAir.  See  your  Travel  Agent  for  details. 


THE  CADILLAC  SEVILLE  TOURING  SEDAN. 

A  new  special  edition  of  America's  ultimate  luxury  sedan, 

Cadillac  style. 


Seville  Touring  Sedan:  an  ultra- 
s  interior,  sophisticated  performance 
•  refinements. 

,men,  using  premium- 
iv/e  createa  I  his  ultra- 
appointed  vv.th  over 
•r-matched  L  .tra-Soft 


leather  hides.  Filled  with  hand-finished  Purl 
elm.  In  fact,  the  Seville  Touring  Sedan  has 
more  wood  than  many  renowned  luxury 
sedans  from  England  and  the  Continent. 
Plus  virtually  every  comfort  and  convenience 
-including  exclusive  front  seats  with  12-way 
power  adjustment. 


;155-hp  4.5  liter  V8  offers  impressive  power  for  accelerating, 
ig  and  passing.  Its  standard  anti-lock  Prakes,  touring  suspension, 
ic-exclusive  15"  cast  aluminum  alloy  wheels  and  Goodyear 
JT  +  4  tires  let  you  draw  on  abundant  performance  and 
ig  reserves. 

erience  the  quality  and  premium  materials  of  the  available 
ic  Seville  Touring  Sedan,  soon. 


CADILLAC  SEVILLE  STS. 

THE  ONLY  WAY  TO  TRAVEL 

IS  CADILLAC  STYLE. 
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The  price  of  defense 


d  Hartley  s  victory  over  Boone  Pickens  was  dearly 
bought:  Debt  more  than  quadrupled,  and  interest  cost 
crimped  earnings,  cash  flow  and  the  exploration  budget. 


Oil  and  gas  reserves  remain  healthy,  however,  and  keep 
Unocal's  liquidation  value  far  above  its  market  value. 
Of  such  disparities  are  takeover  battles  made. 


dividend,  and  that's  a  mistake.  Sooner 
or  later  it  ratches  up  with  you.  Fred 
wound  up  paying  it  out  in  a  lump 
(with  the  stock  buyback]  instead." 

Hartley  belongs  to  the  old  school: 
Management  knows  best.  He  believes 
in  reinvesting  profits  rather  than  pay- 
ing dividends.  Unfortunately,  man- 
agement isn't  always  right.  Several  of 
Hartley's  major  investments  were 
economically  disastrous. 

Among  these  was  Unocal's  $650 
million  investment  in  its  Parachute 
Creek,  Colo,  shale  oil  plant.  In  1985 
Hartley  wrote  off  $250  million  of  the 
investment.  In  this  year's  first  quarter 
Unocal  wrote  off  the  rest.  Hartley  ar- 
gues the  shale  plant  has  been  running 
this  vear  at  around  6,000  barrels  per 
day.  "That's  one  machine,"  says  Hart- 
ley. '■  thing's  a  miracle."  In 
shale  operation  is  a 
1    achievement.    Hut    it 
leral  govern- 
to  make  produc- 
ble . 

ct.    'This 
i  help  possible 


to  create  a  synthetic  fuels  program," 
he  says.  "We're  the  only  company 
that's  done  anything,  the  only  one 
with  the  guts  to  stay  with  it,  the  only 
company  to  spend  only  its  sharehold- 
ers' money  on  the  project,  and  the 
only  one  to  pay  the  expenses  on  the 
project."  Exxon  and  Arco,  he  adds, 
"didn't  have  the  guts  to  carry  on." 

Unocal's  West  Coast  refining  and 
marketing  operations  also  seem  to  be 
slipping.  In  the  highly  competitive 
California  market,  Arco  has  stressed 
high  volume,  self-service  and  low 
prices,  and  has  increased  its  market 
share  dramatically.  On  prices,  Hartley 
has  taken  the  high  road — but  at  the 
cost  of  market  share. 

"We  know  all  about  Arco,"  sneers 
Hartley.  'They  sell  hamburgers  and 
hot  dogs,  and  they  give  their  gasoline 
away.  Anybody  can  do  that."  Maybe, 
but  Arco's  refining,  marketing  and 
transportation  segments  averaged  a 
return  on  assets  three  times  Unocal's 
3.4%  over  the  past  five  years. 

Hartley  deserves  a  great  deal  of 
credit.  In  his  prime,  he  built  a  wealth 


of  assets  that  still  make  Unocal  an 
attractive  target.  On  an  oil-equivalent 
basis,  proved  oil  and  gas  reserves  de 
clined  only  7.7%  between  1980  and 
1987.  Considering  the  bulk  of  these 
reserves  are  in  the  U.S.,  where  oil  anc 
gas  are  getting  harder  to  find,  this  is 
an  impressive  record. 

And  Unocal  has  other  valuable  as 
sets.  Its  geothermal  energy  operation, 
for  example,  is  a  good  business  with 
little  connection  to  oil  and  gas.  The 
company  also  has  enormously  valu 
able  real  estate  in  California,  Chicago 
and  elsewhere  that  it  continues  tc 
develop  slowly,  rather  than  sell. 

Hartley  could,  of  course,  sell  ofl 
some  of  these  assets,  use  the  proceeds 
to  repay  some  debt  and  maybe  enrich 
the  dividend  stream  a  bit.  He  rejects 
this  solution.  "There's  not  exactly  an 
incentive  in  paying  off  the  debt  rapid 
ly,"  he  says,  "because  you  simply 
then  start  increasing  the  credit  capa- 
bility of  the  company  and  you'd  invite 
another  one  of  these  two-bit  bums 
from  New  York  to  raid  the  company.' 

So  the  suspicion  simply  won't  gc 
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away  that  Fred  Hartley  is  hanging  on 
with  an  almost  pathological  intensity 
to  the  company  he  built.  Reinforcing 
this  suspicion  is  the  story  of  the  failed 
Unocal-Gulf  merger  proposal.  A  cou- 
ple of  years  before  Pickens  moved  in 
on  Gulf  Oil,  Gulf's  James  Lee  ap- 
proached Hartley  with  the  idea  of 
merging  the  two  companies;  that 
would  probably  have  preempted  Pick- 
ens' attacks  on  both  companies. 

"Unocal-Gulf  would  have  made  a 
very  good  combination,"  says  Harold 
Hammer,  Gulf's  chief  administrative 
officer  at  the  time.  "But  he  [Hartley] 
wouldn't  even  discuss  it.  He  wanted 
to  remain  in  charge." 

Hartley's  memory  clouds  over 
when  he's  asked  about  Gulf's  ap- 
proach. "Takeover,  yeah,  where 
they'd  be  the  top  dog,  and  hell,  I  didn't 
think  that  company  [Gulf]  was  run 
properly  enough  to  be  the  top  dog  for 
our  shareholders."  Hartley  later  said 
he  did  not  recall  any  meeting  with  Lee 
on  a  merger. 

Hartley  calls  Lee  "gutless"  for  sell- 
ing Gulf  to  Chevron.  But  Hammer 
says  Gulf's  shareholders  received  $3 
billion  more  than  Gulf's  investment 
bankers  thought  the  company  was 
worth.  Unocal  stockholders  wish 
they  could  be  so  lucky.  Since  mid- 
1982  the  S&P  Oil  Composite  Index 
has  risen  171%.  Unocal  stock  rose 
45% .  Only  during  the  Pickens  raid  did 
Unocal  outperform  the  S&P  index. 

Unocal's  stock  price  has  increased 
over  35%  since  October's  market 
crash.  But  don't  take  this  as  a  vote  of 
confidence  in  management.  An  in- 
creasing number  of  investors  think 
Unocal  is  irresistible  takeover  bait. 

Who'd  dare  take  on  the  formidable 
Hartley?  Unocal's  modern  refineries 
on  the  West  Coast,  where  new  refiner- 
ies are  likely  to  be  hard  to  build  in  the 
future,  can  process  heavy  crude  oil. 
British  Petroleum,  with  its  huge  Alas- 
kan reserves  and  valuable  British 
pounds,  has  long  coveted  West  Coast 
refining  capacity.  Then  there  is  Mo- 
bil, now  shedding  its  Montgomery 
Ward  albatross  and  tightly  managed 
by  the  capable  Allen  Murray.  Mobil, 
in  its  endless  quest  for  reserves,  might 
be  attracted.  Pennzoil,  sitting  on  its 
Texaco  settlement,  has  said  it  will 
consider  buying  an  oil  company  as 
large  as  $7  billion  in  market  capital- 
ization. Unocal's  market  cap:  $4.2  bil- 
lion. Probably  in  the  wings  are  oil- 
producing  countries  like  Kuwait, 
Venezuela  and  Saudi  Arabia,  looking 
for  downstream  operations  through 
which  to  flow  their  crude. 

"The  purpose  of  our  company  is  to 
run  it,"  says  Hartley  icily.  "We're  not 
for  sale."  ■ 
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you  imagine"  says  Repap's  George  Petty,  "a  pulp  peddler 

o  started  out  in  life  with  a  sample,  and  I  have  a  chance  at 

something  like  this?"  Meet  the  paper  industry's  happiest  tycoon. 

The  white-knuckle 
days  are  over 


By  James  Cook 


George  S.  Petty  isn't  just  the 
chairman  and  chief  executive 
of  Montreal's  Repap  Enter- 
prises. He's  also  founder  and  principal 
stockholder,  and  that  has  made  him 
rich — $350  million  rich  in  Repap 
stock.  (All  figures  in  U.S.  dollars,  un- 


less noted.)  He  says  the  notion  pleases 
him  greatly,  but  then  he  adds,  with  a 
disarming  grin,  "It's  only  paper, 
right?" 

The  pun  has  a  point.  Petty  is  the 
most  adventurous  player  in  the  pulp 
and  paper  business  since  Brenton  Hal- 
sey  and  Robert  Williams  began  put- 
ting together  James  River  Corp.  two 


Bernard  Bohn 
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decades  ago.  Not  even  in  existence 
until  late  1978,  Repap  earned  $62.5 
million  (Canadian)  last  year  on  $927 
million  in  sales.  It  now  ranks  fourth 
among  Canadian  pulp  producers, 
sixth  among  North  American  produc- 
ers of  coated  papers.  In  the  next  two 
years  Repap  may  well  close  the  gap  on 
industry  leaders  Champion  and  Con- 
solidated Papers. 

"There  are  a  lot  of  entrepreneurs 
around,"  Petty  says,  "but  not  many  of 
us  get  the  opportunity  to  get  our 
hands  on  some  massive  and  relatively 
unproductive  capital  assets  and  turn 
them  into  something  productive.  To 
do  that  and  still  keep  control — I  think 
that's  a  sort  of  unique  thing  that  I've 
done,  and  I  still  own  about  58%." 

Petty  is  a  cheerful  giant  of  a  man, 
the  kind  of  guy  who  names  his  com- 
pany Repap  because  it's  paper  spelled 
backwards,  and  his  newest  paper  ma- 
chine Gingerbelle  because  that's  what 
he  calls  his  wife.  Now  54,  Petty 
worked  his  way  through  McGill  Uni- 
versity, played  semipro  hockey,  and 
wound  up  selling  pulp  and  paper  for 
International  Paper  for  13  years  and 
for  Parsons  &  Whittemore  for  2. 

Was  he  good  at  it?  You  better  be- 
lieve it.  And  not  just  at  selling  paper. 
Since  he  struck  out  on  his  own  in 
1969,  he  has  managed  to  sell  some  of 
North  America's  canniest  financial 
institutions  on  one  Petty  venture  af- 
ter another. 

Overall,  Petty  has  probably  bor- 
rowed over  $1.5  billion  (Canadian), 
most  of  it  in  the  last  five  years,  and 
gone  bankrupt  only  once.  He  started 
out  borrowing  $10  million  to  buy 
Curtis  Publishing's  coated-paper  mill 
at  Johnsonburg,  Pa.  (now  Penntech 
Papers)  and  made  every  mistake  in  the 
book.  "I  was  a  pulp  salesman,"  Petty 
recalls.  "I  wasn't  qualified  to  be  presi- 
dent of  a  paper  company.  But  I  got  a 
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heck  of  an  education." 

He  was  fired  as  president  inside  of 
six  months  and  forced  out  of  the  com- 
pany a  year  or  two  later.  But  Penntech 
prospered,  and  with  government  fi- 
nancial aid,  Petty  went  on  to  take 
over  a  pulp  mill  (now  Tembec,  Inc.) 
that  had  closed  at  Temiscaming,  Que- 
bec. Petty  reorganized  the  wood  sup- 
ply (shifting  from  round  wood  to  low- 
er-cost wood  chips),  got  its  unions  to 
agree  to  wage  and  work  rule  conces- 
sions, and,  with  some  help  from  bet- 
ter pulp  prices,  turned  a  loser  into  a 
big  moneymaker.  But  Petty's  ambi- 
tions were  bigger  than  Tembec  could 
contain,  and  in  the  end  labor  and  gov- 
ernment groups  and  a  timid  board 
forced  him  out  of  Tembec  as  well. 

Petty  had  hedged  his  bets  as  early  as 
1974  by  going  after  a  pulp  mill  on  the 
Miramichi  River  in  New  Brunswick. 
"Everybody  looked  at  my  success  at 
Tembec  and  said,  'Jesus,  he's  a  frig- 
ging genius,'  which  is  nonsense,  and 
the  banks  were  willing  to  lend  me  a 
hell  of  a  lot" — $16  million  (Canadi- 
an), in  fact.  This  time,  though,  Petty 
put  up  $500,000  (Canadian)  of  his  own 
money.  "After  being  kicked  out  of 
Penntech,  I  decided  I'd  had  enough  of 
that.  I  made  sure  I  had  enough  stock 
so  that  they  couldn't  kick  me  out." 

Petty  also  had  begun  thinking  be- 
yond  pulp    to    coated   papers,    used 


mainly  in  printing  and  publishing. 
The  so-called  information  age  was 
electronically  driven,  he  reasoned, 
but  it  was  going  to  generate  big  de- 
mand for  classy  grades  of  paper.  So  in 
1976  he  picked  up  Kimberly-Clark's 
old  coated-paper  mill  in  Kimberly, 
Wis.  for  $14  million,  and  Repap  was 
on  its  way. 

Petty  renamed  the  operation  Mid- 
tec  and,  with  the  Miramichi  mill  to 
supply  the  pulp,  promptly  launched  a 
$100  million  coated-paper  expansion. 
This  was  serious  money,  but  Petty 
corraled  publishers  like  Meredith, 
Penthouse  and  Brown  Printing  into 
putting  up  part  of  the  equity  in  return 
for  an  assured  long-term  paper  supply. 
He  borrowed  the  rest  from  the  Toron- 
to Dominion  Bank  and  the  Canadian 
Export  Development  Corp.  on  the 
promise  he  would  use  Canadian  paper 
machines. 

For  Petty  and  Repap  (created  in 
1978  as  a  repository  for  Petty's  ex- 
panding interests),  those  were  peril- 
ous times.  Demand  for  coated  paper 
was  growing  nicely,  but  capacity  had 
grown  faster.  Result:  Prices  were 
down.  Petty's  financial  resources  be- 
came so  strained  that  he  wound  up 
having  to  choose  between  Midtec  and 
another  Kimberly  mill  he  acquired 
around  the  same  time  called  Nitec. 
He  let  Nitec  go  into  bankruptcy.  Says 
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Petty:  "We  stayed  with  the  stronger 
horse."  Midtec  had  problems  as  well. 
If  prices  hadn't  turned  up  in  1983, 
Petty  concedes,  Midtech  might  have 
gone  under.  "It  was  a  narrow  miss," 
he  says. 

By  the  mid-Eighties  Repap  was 
back  on  its  feet,  and  Petty  has  been  on 
the  move  ever  since.  He  picked  up  an 
old  Boise  Cascade  pulp  mill  at  New- 
castle across  from  his  pulp  mill  on  the 
Miramichi  River  and,  as  he  had  at 
Midtec,  began  building  a  $300  million 
(Canadian)  coated-paper  mill  there.  A 
year  later  he  acquired  Skeena  Cellu- 
lose, a  moneylosing  pulp  operation  in 
British  Columbia,  committed  part  of 
its  output  to  Midtec  and  began  spend- 
ing $400  million  to  expand  Midtec's 
coated-paper  capacity. 

Petty  bought  the  Newcastle  and 
Skeena  mills  in  1985  and  1986  just  as 
pulp  prices  began  to  rise.  "We  really 
had  a  windfall  period  from  those  two 
market  pulp  acquisitions,  and  we're 
using  the  profits  to  fuel  our  expansion 
in  the  coated-paper  business."  With 
the  Midtec  expansion  nearing  com- 
pletion, last  month  he  began  another 
$480  million  (Canadian)  expansion  in 
New  Brunswick. 

Petty  is  not  yet  worry-free.  Depend- 
ing on  how  you  calculate  it,  Repap's 
debt  is  three  times  its  equity,  a  peril- 
ously high  ratio  in  an  industry  as  cy- 


clical as  paper.  But  Repap,  says  Petty, 
is  better  off  than  it  looks.  Throw  in 
what  Petty  calls  equity  equivalents — 
investment  credits  already  turned 
into  cash,  the  writeup  of  a  pulp  mill 
its  previous  owners  had  written 
down — and  Repap's  debt  is  a  more 
reasonable  45%  of  its  capitalization 
and  continuing  to  decline.  Repap's 
capital  structure,  moreover,  is  such 
that  each  part  of  the  company  is  insu- 
lated from  every  other,  as  Nitec  was 
insulated  from  Midtec.  So  the  failure 
of  one  part  cannot  directly  jeopardize 
any  of  the  others. 

"There  are  no  cross  guarantees," 
Petty  says,  "so  no  bank  can  grab  a  part 
and  force  the  whole  thing  under.  We 
say  to  prospective  lenders,  'If  you 
don't  want  to  lend  to  the  project  with- 
out our  guarantee,  we'll  get  another 
lender.'  " 

Repap  has  been  a  public  company 
for  two  years  now,  traded  over-the- 
counter,  but  don't  expect  Petty  to  al- 
ter his  freewheeling  style  on  that 
score  alone.  "The  white-knuckle  days 
are  over,"  he  says,  "but  we  can't  help 
being  a  little  aggressive." 

The  numbers  tell  the  story.  Repap 
has  gone  from  a  $6.5  million  (Cana- 
dian) loss  in  1983  to  a  $62.5  million 
profit  last  year  as  its  sales  climbed 
from  $273  million  (Canadian)  to 
$927  million.  This,  despite  the  fact 


that  Repap  has  committed  two- 
thirds  of  assets  to  the  paper  business 
but  is  now  getting  only  a  quarter  of 
its  profits  from  it.  In  short,  the  pay- 
off on  Petty's  push  into  coated  paper 
is  just  beginning  to  be  felt.  If  George 
Petty  has  guessed  right,  all  that  new 
capacity  will  come  when  capacity 
shortages  will  put  coated-paper 
prices  on  the  rise. 

Petty  expects  the  company  to  boast 
$1.5  billion  in  sales  by  1990,  versus 
$927  million  in  1987.  He  also  expects 
at  least  to  double  the  $62.5  million 
Repap  earned  last  year.  Repap  clearly 
has  momentum.  Despite  the  strength 
of  the  Canadian  dollar,  first-quarter 
earnings  were  up  nearly  50% . 

Petty,  needless  to  say,  already  has 
new  things  on  the  fire.  Repap  has  just 
committed  itself  to  spending  $50  mil- 
lion on  a  new  demonstration  pulp 
mill  that  uses  alcohol  and  water.  It 
promises  to  transform  the  scale  of  the 
industry,  reduce  capital  and  operating 
costs  sharply  and  avoid  the  environ- 
mental problems  that  have  tradition- 
ally beset  the  industry. 

Contemplating  his  position  and  his 
prospects,  George  Petty  shows  no  sign 
of  smugness  or  boredom.  "Can  you 
imagine,"  he  says,  "a  pulp  peddler 
who  started  out  in  life  with  a  sample, 
and  I  have  a  chance  at  something  like 
this?"  ■ 
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If  you  ever  needed  another  indication  of  Navistar's  industry 
^adership  in  technology  and  design,  take  a  good  look  at  the 
itemationaT9700. 

Not  only  is  it  the  most  aerodynamically  fuel  efficient  big 
truck  ever,  it  sets  new  standards  in  maneuverability  and  comfort. 

Proving  again  that  when  you're  out  to  serve  the  changing 
needs  of  transportation,  your  ideas  can't  just  be  in  your  head. 
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years  of  frustration  and  billions  of 
Sprint  seems  close  to  paying  off  for 
irents,  GTE  and  United  Telecom. 


Hold  the  phone 


By  Robert  T.  Grieves 


T|  he  beauty  of  it  is  the  system's 
finally  in,"  says  Robert  Sned- 
aker,  president  of  U.S.  Sprint,  the 
long-distance  phone  company  owned 
equally  by  GTE  and  United  Telecom- 
munications. "It's  like  the  public  high- 
way system.  You  build  it,  and  suddenly 
there's  traffic  on  it." 

Snedaker  presides  over  a 
20,000-mile  optical-fiber 
phone  network  that  Sprint 
virtually  finished  installing 
on  May  1.  It's  the  first  net- 
work of  its  kind  to  be 
strung  across  the  country; 
each  pair  of  fiber  strands 
can  handle  16,000  simulta- 
neous conversations.  Sned- 
aker likes  to  think  of  it  as 
U.S.  telecommunications' 
golden  spike,  a  feat  similar 
to  the  building  of  the  trans- 
continental railroad  in  the 
19th  century. 

An  achievement  it  surely 
is,  but  building  the  network 
caused  a  tremendous  finan- 
cial drain  on  Sprint's  par- 
ents. In  the  past  five  years 
Sprint  cost  GTE  $3  billion 
in  direct  investment  and 
$906  million  in  pretax 
losses.  Since  it  bought  50% 
of  Sprint  in  1986,  United 
Telecom  has  spent  $1.9  bil- 
lion in  direct  investment  and  suffered 
more  than  $755  million  in  pretax 
.  all,  a  34%  loss  on  a  $4.9 
nvej-tment. 
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That  has  been  galling  for  the  institu- 
tional investors  who  hold  about  50% 
of  GTE's  327  million  outstanding 
shares.  United  Telecom  has  also  bled 
heavily,  borrowing  money  to  pay  its 
dividend  and  selling  segments  of  its 
cellular  phone  unit  in  order  to  get 
capital  to  put  into  Sprint.  But  its 
stock,  at  about  28,  has  barely  moved 


i  S  Sprint  President  Robert  Snedaker 

Like  building  the  transcontinental  railroad. 


since  1986. 

It  all  started  back  in  1983,  when 
Stamford,  Conn-based  GTE  took  over 
the  long-distance  telephone  and  satel- 
lite units  of  the  Southern  Pacific  Co. 
for  $727  million.  At  that  time  there 
were  more  than  100  companies  vying 
to  get  into  the  long-distance  phone 
i  asiness  so  that  they  could  compete 
directly  against  the  soon-to-be-dis- 
mamled  AT&T. 


Problems   began   to   surface   after 
GTE  teamed  with  United  Telecom  tc 
create  U.S.  Sprint  in  1986.  Sprint'sl 
customer  base  started  to  grow  so  fast,| 
from  2.7  million  to  about  6  millior 
now,  that  its  computer  billing  system| 
could  not  keep  up.  At  one  point,  with-f 
out  warning,  25,000  customers  were| 
suddenly  cut  off  from  service.  Wit 
the  problems  came  the  losses,  $1.1  J 
billion  for  Sprint  last  year,  and  anoth-[ 
er  $138  million  in  the  first  quarter  of| 
this  year. 

Yet  the  decision  to  proceed  withl 
Sprint  now  looks  like  a  wise  one.  Thel 
payoff  is  not  yet  at  hand:  The  prospectf 
for  this  year  is  for  more  red  ink- 
Sprint's  losses  could  be  $250  rnillionl 
to  $300  million.  But  Sprint  could  turnl 
a  modest  profit  of  about  $5  million  asl 
early  as  mid- 1989.  With  operatingl 
losses  from  Sprint  eliminated,  GTE'sl 
profits,  all  other  things  equal,  couldl 
rise  as  much  as  $4.50  a  share  nextl 
year— 13%. 

And,  after  that,  the  real  payoff  couldl 
begin.  Because  Sprint  has  been  able  tol 
discount  its  prices  by  5%  on  average,! 
demand  has  increased  and  revenues! 
have  risen  by  30%  this  year.  The  com-l 
L^nfn"ng  pany's  7%  share  of  the  $50 
billion  long-distance  phone  | 
market  is  also  growing. 
Sprint  and  MCI,  with  10%  I 
of  the  market,  are  gaining  | 
on  AT&T. 

The   Sprint   network   is] 
now    carrying    13    billion  I 
call-minutes  each  year,  or| 
less  than  half  its  peak  effi- 
ciency. With  the  long-dis- 
tance market  projected  tol 
grow  by  13%  this  year  and  I 
next,   increased  traffic  on  J 
Sprint's    network    should  I 
lead  to  greater  operating  ef- 1 
ficiencies  and  lower  costs. 
None  of  Sprint's  other  fi-l 
ber-optic  competitors  has  a 
comparable     network     in 
place.  But  that  situation  is 
likely  to  change  in  the  next  | 
few  years. 

Sprint  is  still  not  out  of  I 
potential    trouble.    AT&T 
is  asking  the  FCC  to  allow 
it    to    slash    its    rates   for 
some  major  corporate  cus- 
tomers.  If   these   proposals   become  | 
regulations,  Sprint  will  be  in  a  bind. 
It  cannot,  for  the  foreseeable  future,  I 
discount  its  rates  much  more  than  j 
it  so  far  has  without  incurring  losses  j 
well  beyond  this  year.  But  few  in- 
dustry   observers    believe   the   FCC 
will  give  in  to  all  of  AT&T's  wish- 
es. So  GTE's  and  United  Telecom's  j 
long,  patient  gamble  may  be  about 
to  pay  off.  ■ 
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'.  like  organizations 
.hat  pay  attention  to 
Letails.  I  feel  at  home." 


ikio  Morita 

hairman  of  the  Board  & 
hief  Executive  Officer 
ony  Corporation 
okyo,  Japan 


"I  respect  an  operation 
when  it's  managed 
by  true  professionals." 


Jeffrey  A.  Barks 
Associate  Dean  for  Master's 
and  Bachelor's  Programs 
Sloan  School  of  Management 
M.I.T. 


n  a  world  of  increasingly  unpredictable  service  standards,  Japan  Air  Lines 
emains  a  reference  of  professionalism.  That's  one  of  the  reasons  why  more  people 
rom  all  over  the  world  choose  JAL  to  fly  to  the  Orient  than  any  other  airline, 
n  your  next  trip  to  the  Orient,  fly  the  airline  that's  run  the  way  you'd  run  an 
irline.  For  reservations,  call  your  travel  agent  or  Japan  Air  Lines  directly 
1 1-800- JAL-FONE. 
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U/XPAN  AIR  LINES 

Comfortably  ahead,  worldwide. 


pkyo  Osaka  Seoul  Hong  Kong  Beijing  Shanghai  Manila  Singapore  Bangkok  and  Beyond 


s  cancer  deadly  But  cancer  isn't  invincible. 

'tiplycom-     Our  scientists  are  working  on 

a   new   technique  that   starts 

s       with  live  cancer  cells  taken 

through       from  the  patient's  own  tumor. 

lody  to  colonize  new  sites.  First,  cells  from  the  tumor 


are  irradiated  so  that  they  are 
no  longer  able  to  multiply. 

Then  they  are  re-introduced 
into  the  patient's  body,  to  goad 
his  immune  system  into  action. 

This  also  enables  us  to 


find  and  isolate  vital 
producing  cells  which 
be  put  to  work  for  u 
laboratory. 

We  can  use  the  ar 
to  seek  out  and  attac 


/ 
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In  other  patients. 

I  piece  of  poetic  justice 

t  the  human  monoclonal 

<i  technique. 

list  one  of  the  many  en- 

|ig  steps  which  are  at 

ll 


present  exciting  our  scientists. 

As  one  of  the  world's 
biggest    chemical    companies, 
68,000  strong,  at  work  in  fifty 
countries,  active  in  healthcare, 
chemicals,  fibers  and  coatings, 


we  spend  millions  each  year 
on  research. 

Every  year  we  make  new 
discoveries.  But  nothing  would 
give  us  as  much  satisfaction 
as  turning  cancer  against  itself. 
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in  the  details,  Hes  not  going  to 
it  tank  commanders,  truck  drivers 
nuclear  power  plant  operators  are 
discovering  about  their  equipment. 

The  high  cost 
of  cheap  bolts 


By  John  Merwin 


In  December  ironworker  Calvin 
Davis,  51,  knelt  on  a  girder,  torque 
wrench  in  hand,  twisting  a  bolt  65 
feet  above  the  ground  in  Springhill, 
Term.,  where  GM's  Saturn  plant  is 
abuilding.  Routine  work  until,  sud- 
denly, the  head  of  the  bolt  snapped  off 
and  Davis,  thrown  off  balance, 
plunged  to  his  death. 
Davis'  death  was  more  than  a  re- 


grettable industrial  accident.  In  fact, 
Davis  was  a  victim  of  what  is  begin- 
ning to  look  like  a  nationwide  plague: 
the  widespread  use  of  counterfeit  and 
substandard  industrial  bolts  made 
abroad  and  smuggled  into  the  U.S. 
These  bolts  turn  up  in  office  build- 
ings, bridges,  power  plants,  military 
equipment  and  a  good  deal  more.  Al- 
ready the  scandal  has  touched  two  of 
the  Pentagon's  top  contractors,  Gen- 
eral Dynamics  and  LTV,  and  a  probe 


u  alter  CjIUiuji 


I  V  t         igest  high-quality  carbon  steel.  But  they 
ftUs,  m  tdm  of  cheaper  stuff '. 


has  been  opened  by  Congress. 

New  rivets,  screws,  bolts  and  other 
fasteners  go  into  America's  industrial 
infrastructure  and  machinery  at  the 
rate  of  7  billion  a  year.  Time  was 
when  most  bolts  were  made  in  the 
U.S.  But  then  low-cost  foreign  manu- 
facturers— out  of  the  reach  of  U.S. 
law — began  capturing  the  business  in 
the  Seventies,  thereby  opening  the 
door  for  the  present  plague  of  substan 
dard  bolts. 

Many  of  these  bolts  are  out-and-out 
counterfeits  made  of  cheap  boron 
steel  but  stamped  with  various  indus 
trial  markings  to  indicate  high-quali 
ty  carbon  steel  instead.  Experts 
trained  to  look  for  telltale  markings  of 
established  counterfeiters  can  spot  a 
bolt  that  may  be  bogus.  But  the  only 
way  to  know  for  sure  is  to  conduct 
metallurgical  tests.  Analyzing  a  sin- 
gle 40-cent  bolt  can  cost  $200. 

How  these  counterfeit  bolts  got 
into  the  system  is  a  tale  of  greed  and 
deceit  that  begins  with  U.S.  bolt  im- 
porters. U.S.  Customs  investigators 
say  the  importers,  beginning  in  the 
late  1970s,  contacted  foreign  produc- 
ers, principally  in  Japan,  and  asked 
them  to  manufacture  counterfeits 
Because  bolts  are  a  commodity 
item — bought  largely  on  price  and  un 
til  recently  rarely  tested  for  quality— 
low-cost  counterfeits  offered  tempt 
ing  profit  margins  even  when  their 
suppliers  underbid  purveyors  of  legiti- 
mate bolts. 

How  serious  is  the  problem  now? 
Consider  Peterbilt  Motors  Co.,  a  lead- 
ing truck  manufacturer.  Early  this 
year  Peterbilt  began  receiving  com- 
plaints that  steering  bolts  were  break- 
ing, a  condition  that  could  cause  the 
driver  to  lose  control  of  a  20-ton 
truck.  A  recall  of  the  trucks  estab- 
lished that  the  faulty  bolts  were  coun- 
terfeits, supplied  to  one  of  the  com- 
pany's manufacturing  plants  by  a 
Texas  distributor. 

Similarly,  recent  field  tests  by  the 
Nuclear  Regulatory  Commission  re- 
vealed that  8%  of  the  bolts  sampled 
from  63  nuclear  power  plants  did  not 
meet  metallurgical  or  mechanical 
standards.  The  NRC  has  ordered  the 
plants  to  find  out  where  the  bolts 
came  from. 

The  biggest  bogus  bolt  problem  of 
all  at  present  involves  the  Pentagon. 
The  Philadelphia-based  Defense  In- 
dustrial Supply  Center,  which  buys 
vast  quantities  of  replacement  hard- 
ware for  the  armed  services,  has  un- 
covered 30  million  suspect  bolts  and 
screws  in  one  category  alone,  Grade  8, 
which  is  commonly  used  in  military 
vehicles.  Selling  counterfeits  to  Uncle 
Sam  is  in  fact  so  rampant  that  when 
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Suspect  bolts  in  tanks,  Fort  Carson,  Colo. 

Following  tanks  down  the  road,  watching  bolts  fall  off. 


spec  4  Barn'  PlanX'  S  Army 


the  center  announced  late  last  year 
that  it  would  begin  testing  samples  of 
all  incoming  bolts,  suppliers  who 
were  holding  20%  of  the  center's  pur- 
chase orders  simply  abandoned  their 
contracts. 

How  has  the  Defense  Department 
reacted  to  all  this?  With  mere  wrist 
slaps.  Last  summer  the  department 
discovered  that  more  than  80%  of  its 
stocks  of  what  were  supposed  to  be 
cadmium-plated  bolts  were  in  fact 
plated  with  cheaper  zinc,  making 
them  much  more  prone  to  wear  out 
quickly.  The  Defense  Logistics  Agen- 
cy determined  that  many  of  these 
zinc-plated  bolts  came  from  Morris 
Hardware,  a  Philadelphia  distributor, 
the  military's  fourth-largest  supplier 
of  bolts. 

What  happened  to  Morris  Hard- 
ware? So  far,  not  much.  The  company 
was  barred  from  selling  only  two  spe- 
cific classes  of  bolts  to  the  Defense 
Department.  But  Morris  still  holds  $5 
million  in  other  bolt  contracts  for  the 
Pentagon. 

Not  only  are  military  maintenance 
supply  lines  loaded  with  counterfeit 
bolts,  but  substandard  bolts  are  also 
turning  up  on  new  military  vehicles 
made  by  such  companies  as  General 


Dynamics  and  LTV.  This,  despite  the 
fact  that  for  nearly  18  months  con- 
tractors have  been  trying  to  purge 
their  inventories  of  suspect  bolts. 

When  investigators  from  Congress 
and  the  Defense  Criminal  Investiga- 
tive Service  recently  visited  Fort  Ord, 
Calif,  and  Fort  Carson,  Colo.,  they 
found  suspect  bolts  on  older  tanks  and 
also  on  brand-new  Hum-Vs,  jeep-like 
vehicles.  A  tank  commander  at  Fort 
Carson,  plagued  by  bolts  that  kept 
popping  off  his  tanks'  sprocket 
wheels,  told  one  investigator,  "If  you 
want  to  collect  samples  of  bad  bolts, 
just  follow  my  tanks  down  the  road." 
At  Fort  Ord,  a  battalion  executive  offi- 
cer grew  so  frustrated  with  bolt  prob- 
lems on  his  troops'  vehicles  that  he 
bought  some  decent  bolts  at  a  local 
hardware  store  with  his  own  money. 

Instances  like  that  have  helped 
spawn  two  dozen  investigations  by 
the  Defense  Criminal  Investigative 
Service,  which  is  seeking  to  prosecute 
military  bolt  suppliers  for  fraud.  On 
the  civilian  side,  the  U.S.  Customs 
Service  has  investigated  a  number  of 
cases,  including  two  distributors  that, 
among  other  things,  apparently  sup- 
plied the  Peterbilt  truck  bolts  and  the 
deadly  Saturn  plant  bolt. 


When  the  first  hints  of  the  counter- 
feiting problem  surfaced  three  years 
ago,  Japan's  Screw  Industry  Associa- 
tion said  it  would  quickly  put  a  halt  to 
the  counterfeiting.  But  in  a  sample 
test  of  imported  Japanese  bolts  last 
summer,  U.S.  Customs  inspectors 
found  17%  were  still  bogus. 

What  of  counterfeits  that  are  al- 
ready installed  and  in  use?  It  boggles 
the  mind  to  think  of  where  to  start 
looking  for  them.  Take  the  Calcasieu 
River  Bridge,  in  Lake  Charles,  La.  Af- 
ter only  two  or  three  years  in  place, 
heads  of  some  bolts  that  hold  the 
bridge's  expansion  joints  together 
have  now  begun  popping  off.  When 
the  state  of  Louisiana  had  the  broken 
bolts  tested,  the  bolts  turned  out  to  be 
substandard,  bought  from  a  Texas  dis- 
tributor implicated  in  at  least  two 
other  bogus  bolt  cases.  Hundreds 
more  of  these  replacement  bolts  re- 
main in  the  bridge,  their  shafts  set  in 
concrete. 

How  many  more  bridges  like  that 
are  there  in  the  U.S.  ?  How  many  more 
buildings,  more  trucks,  more  tanks? 
Says  House  Oversight  &  Investiga- 
tions Subcommittee  Chairman  John 
Dingell,  "We've  just  seen  the  tip  of 
the  iceberg."  ■ 
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The  Up  &  Comers 


Risk  Takers 


How  Calgon  Carbons  Thomas McConomy 
used  his  former  employer's  impatience  and 
a  hot  stock  market  to  increase  his  capital 
180  times  in  three  years. 


Perfect  timing 


By  Fleming  Bfeeks 


I  put  in  $325,000,"  recalls  Thomas 
A.   McConomy.    "That   was   the 
mortgage  on  my  house,  borrow- 
ing against  insurance  policies,  cash- 
ing in  stock  options  early.  It  was  ev- 
erything I  could  scrape  together." 
McConomy  is  describing  his  heavi- 


ly leveraged  $110  million  buyout  of 
Merck  &  Co.'s  activated  carbon  divi- 
sion, Calgon  Carbon  Corp.,  in  1985. 
Today  McConomy,  54,  is  Calgon  Car- 
bon's chief  executive  officer.  His 
1 3.4%  stake  in  the  company  is  worth, 
on  paper,  over  $60  million.  Thus  are 
new  fortunes  arising  from  the  hurly- 
burly  of  restructuring. 


Merck  &.Co.  had  acquired  Calgon 
Corp.  in  1968,  when  sales  of  Calgon's 
granular  activated  carbon  were 
around  $  1 1  million.  Merck  saw  huge 
potential  for  activated  carbon  in  the 
growing  movement  toward  pollution 
control.  Activated  carbon  is  used  to 
decolorize  corn  syrup,  purify  water 
and  filter  gases.  At  Calgon  Carbon, 
coal  is  "activated"  by  heating  it  to 
temperatures  as  high  as  1,800  degreesi 
Fahrenheit,  which  opens  up  the  coal's 
minute  pore  structure.  When  liquids 
or  gases  pass  through  the  activated 
carbon,  organic  chemicals  are  attract- 
ed and  cling  to  the  coal  grains'  vast 
network  of  surfaces.  Vast?  One  pound 
of  activated  carbon,  which  looks  a  lot 
like  a  pound  of  ground  coffee,  has  a 
total  surface  area  of  125  acres. 

In  the  early  1970s  the  Safe  Water 
Drinking  Act  and  the  Clean  Water 
Act  became  law.  It  was  assumed  that 
these  laws  would  require  large  quanti- 
ties of  activated  carbon,  and  Merck's 
purchase  of  Calgon  looked  pretty 
smart.  Between  1970  and  1980  Merck 
put  $75  million  into  new  activated 
carbon  production  facilities  and  reac- 
tivation facilities  in  the  U.S.,  England 


:.xrtnn  at  1A8  acres  pe  r  pound 
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tnd  Belgium.  Not  to  be  left  behind, 

:ompetitors  Westvaco  and  Carborun- 

;  lum  also  built  granular  activated  car- 

pon  facilities  in  anticipation  of  the 

jnarket  to  be. 

By  1980  Calgon  Carbon's  sales  ex- 
ceeded $100  million.  But  thanks  to 
:ompetition  and  limp  enforcement  of 
.  he  clean  water  acts,  production  never 
.  eached  much  more  than  60%  of  ca- 
pacity. Sales  began  to  skid.  In  1982 
Calgon  Carbon  earned  $6.6  million  on 

•  ales  of  $99  million. 

Decision  makers  at  Merck  head- 
quarters twitched.  Merck  wanted 
Uninimum  returns  of  15%  on  gross 
assets  from  its  divisions.  But  Calgon 
Carbon's  returns  were  in  the  8%  to 
;»%  area.  So,  in  1983,  Merck  put  Cal- 
gon Carbon  on  the  market. 

McConomy,  Calgon  Carbon's  gen- 
ial manager  since  1981,  and  his  four 
op  managers  wanted  to  buy  the  divi- 
I  ion,  and  had  the  credentials.  A  chem- 
ical engineer  (Carnegie-Mellon,   '55) 
vith  experience  in  sales,  marketing 
i  nd  manufacturing  on  both  the  do- 
mestic    and     international     fronts, 
I  McConomy  was  a  perfect  candidate 
[o  lead  a  buyout.  But  he  lacked  one 

•  ngredient — money.  McConomy  and 
fus    managers    could    put    up    only 

i8 17,000  among  them. 

Nonetheless,  Howard  Powers,  then 
j  (resident  of  Merck's  specialty  chemi- 
i  als  division,  agreed  to  hear  them  out. 
.•lather  than  deride  Calgon  Carbon's 
i  ssets  in  hopes  of  a  cheaper  price, 
]  McConomy  told  Powers  how  much 
,iotential  there  was.  Production  costs, 
lie  noted,  were  coming  down.  (Since 
983  new  production  methods  have 
iTought  costs  down  more  than  40%.) 
| 'rices,  he  said,  were  beginning  to  sta- 
bilize. (They  did.)  Competitors  would 
ikely  drop  out.  (Three  subsequently 
lid.)  According  to  McConomy,  Pow- 
|  rs  was  impressed  but  stuck  to  his 
,uns  and  said  Merck  still  wanted  to 
Sell  Calgon  Carbon.  The  McConomy 
\  roup  could  come  back  when  they  had 
linancing  in  place. 

In  early  1985  McConomy  was  back 
rich  a  complex  financing  arrange- 
ment. Bankers  Trust  agreed  to  lend 
151  million  at  ll/i%  over  prime;  Trav- 
llers  Insurance  agreed  to  a  $25  mil- 
lion loan  at  13.55%;  and  Teachers  In- 
lUrance  &  Annuity  Association  sup- 
plemented management's  $817,000 
j/ith  $500,000  in  equity  plus  a  $9.5 
jjiillion  loan  at  15%.  For  its  part, 
[Merck  took  back  notes  and  preferred 
itock  worth  $12.5  million.  It  also  re- 
quested an  additional  $10  million 
I  ayout  should  the  firm  achieve  rapid 
jrowth  (which  it  did).  The  five  insid- 
j  rs  and  an  investment  banker  togeth- 
er eventually  purchased  $1  million  in 
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equity.  In  April  1985  McConomy  and 
crew  took  title  to  Calgon  Carbon. 

It  was  a  risky  gambit.  The  interest 
cost  alone  came  to  nearly  $9  million  a 
year,  as  against  Calgon  Carbon's  cash 
flow  in  1985  of  $11.3  million.  But 
when  all  was  said  and  done,  McCono- 
my's  optimistic  projections  proved 
too  pessimistic.  Within  18  months, 
interests  rates  had  dropped,  sales  had 
risen  and  Calgon  Carbon  had  a  sur- 
plus of  cash.  In  1986  the  company 
earned  $11.4  million — nearly  triple 
McConomy's  projections — on  sales  of 
$138  million.  Last  year  revenues  hit 
$170  million,  earnings  $17  million 
($1.91  a  share). 

Last  June  McConomy  took  the 
company  public  on  the  strong  num- 
bers. At  $22  a  share,  the  public  offer- 
ing raised  $30  million  for  Calgon  Car- 
bon and  created  a  $62  million  net 
profit  for  Teachers  Insurance. 
(McConomy  and  his  four  managers 
and  employees  retained  45%  of  the 
9.8  million  shares  outstanding,  and 
the  five  insiders  held  89%  voting  con- 
trol.) McConomy  used  all  of  the  pro- 
ceeds to  pay  down  the  acquisition 
debt.  Debt  now  stands  at  just  $26  mil- 
lion. Two  securities  analysts  who  fol- 
low the  company — Oppenheimer  & 
Co.'s  Charles  J.  Rose  and  Ladenburg 
Thalmann's  Richard  O.  Rieger — are 
looking  for  earnings  of  around  $2.50  a 
share  this  year.  Rieger,  however,  cau- 
tions that  Calgon  Carbon,  as  a  stock, 
is  pretty  expensive  at  a  recent  price  of 
45%  a  share. 

A  1986  amendment  to  the  Safe 
Drinking  Water  Act  specifically  rec- 
ommended granular  activated  carbon 
for  water  purification.  Now  account- 
ing for  about  30%  of  the  world's  gran- 
ular activated  carbon  production,  Cal- 
gon Carbon  would  seem  to  be  in  a 
position  to  coin  money  in  the  years 
ahead.  But  on  this,  McConomy  urges 
caution. 

"I've  seen  these  things  delayed  too 
often,"  McConomy  says  of  enforcing 
pollution  control  laws.  "I  don't  think 
it's  going  to  be  an  avalanche."  He 
thinks  the  company's  record  of  16.2% 
compounded  annual  sales  growth 
spanning  the  period  from  1946  to  the 
present  is  not  a  bad  way  to  gauge 
Calgon  Carbon's  long-term  future. 

What  of  Calgon  Carbon's  former 
owner,  Merck  &  Co.?  Even  without 
the  long-awaited  Safe  Drinking  Water 
Act  revenues,  McConomy  has  pushed 
Calgon  Carbon's  return  on  gross  as- 
sets into  the  high  teens — more  than 
enough  to  satisfy  Merck's  headquar- 
ters staff.  One  can  only  assume  that 
those  staffers  wish  they  had  been 
more  patient  with  McConomy  and 
shared  his  faith  in  his  division.  ■ 
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Tanqueray 

A  singular  experience. 
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The  pictures  on  the  screens  of  these  four  Kodak  systems 

are  indeed  beautiful  to  business  people,  for  these  images  help 

improve  office  productivity  and  cost  efficiency. 

The  picture  might  be  an  invoice  or  letter,  digitized 
and  stored,  later  retrieved  and  distributed  in  seconds,  by  an 
information  management  system. 

Or  a  technical  manual,  created  and  produced 
on  demand,  in  a  fraction  of  the  usual  time,  at  a  fraction  of  the 
usual  cost,  on  an  electronic  publishing  system. 

Or  a  menu  for  turning  out  computer-generated 
originals  at  92  a  minute  on  a  high-speed  non-impact  printer. 
Another  controls  a  computerized  microfilm  system 
which  can  search  for,  find  and  copy  up  to  7,000  filed 
documents  aday. 

just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 
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Numbers  Game 


Frequent-flier  coupons  may  be  a  bonus  for 
the  customer,  but  what  do  they  mean  for 
the  airlines  that  promote  and  issue  them? 

Accounting  for  an 
albatross 


?■-*- 
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By  Penelope  Wang 


Texas  Air  Corp.'s  financials 
look  bad  enough:  $5  billion  in 
long-term  debt,  coupled  to  1987 
losses  of  $466  million — all  piled  atop 
a  mere  $252  million  in  shareholder 
equity.  Worse  may  lie  ahead.  That's 
because  accountants  have  proposed 
new  bookkeeping  rules  that  would  re- 
quire the  carrier  to  add  as  much  as 
$200  million  in  liabilities  to  its  bal- 
ance sheet. 

What  arc  these  new  liabilities?  Un- 
redeemed frequent-flier  coupons,  the 
bright  promotional  idea  dreamed  up 
first  by  American  Airlines  in  1981  and 
subsequently  copied  by  just  about  ev- 
eryone else.  The  gimmick  has  ac- 
its  i  wn  and  now  has 
the  look  of  an  enormous  albatross. 
Than.  iveaway  mileage,  the  in- 

dusn  nassengers  about  25  bil- 

(  travel,  according  to 
1,  publisher  of  Business 

■  ' .'  -    o    m  industrywide 


liability  of  about  $500  million,  based 
on  current  redemption  rates  of  30%  of 
all  miles  flown.  If  all  miles  earned 
were  cashed  in,  Holland  figures,  it 
would  cost  the  airlines  $1.7  billion. 

The  airlines,  however,  see  a  smaller 
liability.  That  $500  million  is  simply 
the  incremental  cost  of  putting  a  pas- 
senger in  an  otherwise  empty  seat — 
roughly  $8  for  food,  insurance  and  so 
forth  on  a  typical  flight.  But  the  air- 
lines don't  even  book  that  $500  mil- 
lion. In  fact,  they  book  only  a  third  of 
their  frequent-flier  obligations  on  the 
balance  sheet.  The  reason:  They  see  a 
liability  only  when  a  passenger  has 
flown  enough  miles  (normally  35,000) 
to  claim  a  free  ticket. 

But  things  are  getting  worse  be- 
cause of  the  proliferation  of  "triple 
mileage"  programs,  initiated  in  No- 
vember by  Delta  and  since  adopted  by 
others.  The  triple  mileage  giveaways 
will  cause  the  industry's  potential  fre- 
quent-flier liabilities  to  increase  by 
almost  $1  billion  by  the  end  of  the 
year,  according  to  Salomon  Brothers 


analyst  Julius  Maldutis.  Not  only  will 
far  more  travelers  than  ever  be  flying 
free,  but  now  they  stand  a  good 
chance  of  displacing  paying  passen- 
gers, further  bumping  up  costs. 

To  recognize  these  potentially  sky- 
rocketing costs,  the  American  Insti- 
tute of  CPAs  (AICPA)  has  drafted  new 
accounting  rules  for  frequent-flier 
mileage.  The  proposed  rules,  now  be- 
ing reviewed  by  the  Financial  Ac- 
counting Standards  Board,  could  go 
into  effect  by  1990. 

"You  can  no  longer  say  that  the 
revenue  process  is  substantially  com- 
plete when  the  ticket  is  sold,"  argues 
Thomas  Sinton,  head  of  the  AICPA 
task  force  that  drafted  the  rules.  "Pas- 
sengers are  purchasing  tickets  with 
the  expectation  of  a  free  flight,  and  we 
have  to  account  for  that  liability." 

Under  the  proposed  guidelines,  air- 
lines would  be  required  to  defer  a  por- 
tion of  revenue  from  each  ticket  to 
create  a  "liability  reserve."  The  most 
contentious  proposal,  however, 
would  require  the  carriers  to  make  a 
cumulative  catch-up  adjustment  to 
account  for  their  current  liabilities. 
That  would  mean  a  big  one-time  hit 
to  income.  Think  of  it  as  an  airline's 
version  of  a  bank's  loan-loss  reserves 
for  Latin  lending — although  the  air- 
line's reserve  will  eventually  be  taken 
into  income. 

How  big  would  such  a  hit  be? 
That's  difficult  to  estimate.  Accoun- 
tants are  struggling  to  arrive  at  a  for- 
mula for  deferring  revenues.  Take 
American  Airlines,  with  an  estimated 
liability  of  4  billion  miles.  Analysts 
figure  those  miles  add  up  to  $270  mil- 
lion in  potential  costs.  But  the  cost 
could  be  $40  million  higher  if  the 
"opportunity  cost"  of  displaced  reve- 
nue passengers  is  factored  in.  Against 
that,  the  airlines  would  like  to  offset 
the  "tagalong  revenue"  created  by  fre- 
quent fliers  who  bring  along  paying 
companions,  but  no  one  really  knows 
how  much  either  of  these  amounts  to. 

In  any  case,  the  needed  accounting 
adjustments  would  be  a  big  blow  to 
the  bottom  line,  even  for  profitable 
carriers  like  American.  For  shaky  out- 
fits like  Pan  Am,  which  has  a  negative 
net  worth,  or  Texas  Air,  the  results 
could  be  disastrous. 

The  industry  has  geared  up  to  fight 
the  proposed  changes.  But  not  all  the 
carriers  are  equally  opposed.  Says 
John  Holland,  "The  better-financed 
earners  wouldn't  mind  putting  the 
squeeze  on  their  struggling  competi- 
tors." But  no  matter  what  happens  to 
the  economics  of  the  industry  as  a 
whole,  the  financial  strength  of  indi- 
vidual carriers  will  almost  certainly 
weaken.  ■ 
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If  you  could  combine  the  trunks  of  the  Mercedes  300,  Volvo  760  and  BMW  535,  you'd 
an  enormous  48  cubic  feet  of  cargo  capacity. 

Then  again,  you  can  simply  fold  down  the  split  rear  seat  of  the  Saab  9000  Turbo  and  have  I 
even  more  enormous  56  cubic  feet. 

Also,  because  of  its  hatchback  configuration,  you  can,  when  need  be,  lug  large  items  like 
desl       ,    irs— things  that  won't  fit  in  a  normal  sedan. 

But  then,  the  Saab  9000  Turbo  is  hardly  a  normal  sedan.  It's  a  European  sports  sedan  in  th 
true 

.'re  not  referring  to  just  its  remarkable  speed  (0-60  in  7.6  seconds),  its  anti-lock  braked 

leering  and  suspension.  We're  talking  about  something  much  more  basic-the  veil 

so  to  speak. 

-v 485  for  the  9000  Turbo.  Mfg's  sugg  retail  prices  not  including  taxes,  license,  freight,  dealer  charges  or  options.  Prices  subject  to 
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YOU  ONLY  HAVE  ONE  CHOICE. 


You  see,  the  Saab  9000  Turbo  was  designed  "from  the  inside  ouC  with  the  driver  as  the 
U  point.  So,  like  the  Porsche,  the  chassis  geometry  is  such  that  you  always  feel  in  direct  contact 
l  the  road,  receiving  clear,  reliable  information  through  the  seat,  the  steering  wheel  and  the 
als. 

Combine  this  with  optimum  weight  distribution  and  you  have  a  large  part  of  the  reason  for 
9000  Turbo's  excellent  handling  characteristics.  Characteristics  that  are  more  like  those  of  a 
rts  car  than  a  finely  appointed  five-passenger  sedan. 

To  find  out  just  how  finely  appointed,  visit  your  local  Saab  dealer.  See  the  remark- 
;  Saab  9000  Turbo  for  yourself.  Sit  in  it.  Explore  it.  Then  do  what 
Ve  been  itching  to  do  all  along: 

Drive  it.  The  most  intelligent  cars  ever  built. 

tight  1988  by  Saab-Scarua  of  America,  Inc. 


because  a  company  has  no  common 
stock  doesn  't  mean  you  can 't  invest  in  it. 


Peeking  inside 
LBOs 


By  Matthew  Schif  rin 


(sales) 
know 


ay  12,  1988  marked  the  70th 
birthday  of  Mary  Kay  Ash, 
founder  of  the  $326  million 
Mary  Kay  Corp.  How  do  we 
that?  After  all,  the  privately 
held  company  treats  the  founder's  age 
with  a  secrecy  akin  to  that  surround- 
ing the  Stealth  bomber.  We  know  be- 
cause it's  printed  plain  as  day  on  page 
22  of  a  publicly  available,  informa- 
tion-packed document  that  otherwise 
"private"  firms  like  Mary  Kay's  must 
file  annually  with  the  Securities  & 
Exchange  Commission — a  so-called 
10-K  report. 

About  1,400  companies  worth 
some  $130  billion  went  private 
through  leveraged  buyouts  over  the 
last  five  years,  sometimes  issuing 
publicly  traded  bonds  to  swing  the 
deals.  The  existence  of  these  bonds 


makes  the  firms  not  nearly  so  private 
as  they  would  like  to  be,  since  the 
debt  issuers  must  regularly  report  to 
the  SEC  on  their  financial  health  and 
prospects.  Investing  in  LBO  debt  can 
be  extremely  rewarding  for  investors 
with  an  eye  for  turnarounds. 

Some  of  the  most  attractive  LBO 
paper  comes  in  the  form  of  deferred- 
interest  bonds.  These  securities  trade 
at  deep  discounts  to  par  value  because 
they  pay  no  cash  interest  for  the  first 
five  or  so  years.  Metromedia's  0/16% 
notes,  due  in  1998,  traded  as  low  as  33 
before  being  called  at  100  last  Decem- 
ber. Thereafter,  the  bonds  pay  a  high 
coupon  rate  (13%  to  18%)  until  matu- 
rity. A  slew  of  these  hybrid  zero  cou- 
pons exist,  because  nowadays  many 
firms  going  private  prefer  to  exchange 
notes  instead  of  cash  for  shareholders' 
common  stock.  This  way  newly  le- 
veraged companies  can  conserve  cash 


in  the  early  years,  when  cash  is  nor- 
mally less  available  to  pay  interest. 

Deferred-interest  notes  are  typical- 
ly senior  to,  and  less  risky  than,  pay- 
in-kind  preferred  stock  (Forbes,  Dec. 
14,  1987),  which  pay  dividends  in  pa- 
per. They  are  normally  subordinated 
to  (and  thus  more  risky  than)  regular 
interest-paying  debt.  Investors  in  de- 
ferred-interest notes  hope  that  the  is- 
suing companies  will  eventually  call  I 
the  paper  at  par  or  better  rather  than  | 
make  costly  coupon  payments. 

There  seems  a  very  good  chance  I 
that  that  is  precisely  what  Mary  Kay 
Corp.  will  do  in  the  case  of  its  own 
outstanding  debt.  In  December  1985,  [ 
when    the    company    went    private, 
shareholders  received  cash  and  0/15% 
coupon  discount  debentures  maturing  I 
in  the  year  2000,  in  exchange  for  each 
of  their  shares.  The  debentures  were 
set  to  begin  paying  15%  cash  interest 
in  1991. 

Around  the  time  the  deal  took 
place,  revenues  were  down  23%  from 
their  1983  peak  and  red  ink  was  flow- 
ing in  Mary  Kay's  kingdom.  Mary 
Kay's  main  problem  was  that  many  of 
the  commission-only  saleswomen 
Mary  Kay  had  relied  on  to  peddle  the 
firm's  cosmetics  had  entered  the 
work  force. 

Thanks  to  changes  in  compensa- 
tion implemented  in  early  1987  and  a 
new  focus  on  selling  in  the  workplace, 
Mary  Kay  rebounded  strongly  last- 
year.  In  1987  sales  were  up  sharply,  to 
$326  million,  and  average  productivi- 
ty was  at  an  alltime  high:  $2,199  per 
beauty  consultant. 

"The  company's  earnings  are  mean- 
ingless," says  Amy  Minella,  a  high- 
yield  bond  expert  at  Deltec  Securities. 


LBO  investments 


If  the  ten  "private"  companies  below  continue  to  do      begin  paying  out  interest 
well,  all  of  the  notes  listed  will  be  called  before  they      ranging  from  13%  to  16% 


If  not,  yields  to  maturity 
aren't  too  shabby. 


Company/LBP  note 


Amount 

Date 

Yield  to 

Yield 

outstanding 

Recent 

notes  begin 

accrual/ 

to 

(Smil) 

price  * 

accruingt 

call 

maturity 

Borg-W.iriur  0  Us  nt  lsNS> 


$400 


54% 


7/15/92 


16.30% 


14.49% 


Burlington  Holdings  0/1 6s  of  2003 


470 


46  Vi 


10/1/93 


14.80 


15.40 


Ceco  Corp  0/ 1 51  <:s  of  2000 


M 


58 


11/30/91 


16.52 


15.92 


Container  Corp  0/1 6%s  of  2006 


500 


72 


9/30/91 


11.50 


14.32 


Eckerd  Holdings  0  13a  oi  2006 


345 


66% 


5/1/91 


14.18 


13.36 


Ham-Hanks  0  16s  ol  2004 


228 


86 


1/1/90 


10.00 


14.64 


Macy's  Merger  0/16'/«  of  2006 


910 


49  Vi 


11/15/93 


14.10 


15.35 


Mary  Kay  0/1 5s  ot  1000 


172 


71 


1 1/30/90 


14.15 


14.75 


National  Gypsum  0/15 Ws  of  2004 


833 


6/30/91 


15.75 


15.01 


Supermarkets  General  uV13Vfcl  of  2003       165 


50 


10/5/92 


1769 


14.53 


lymena  [ypic&Uy  begin  6  months  laser 


Source  Deliec  securities  Corp 
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These  days,  when  people  communicate, 

(click)  On  America's  Number  One  Rent-A-Movie  Channel. 

it  takes  an  array  of  high-tech  equipment 
Oh,  I've  heard  about  that  movie.  It's  so  sad! 

to  make  it  possible.  But  more  important, 
(click)  Stunning.  Not  available  in  any  store. 

it  takes  dedicated  professionals  to  make 
A  governess,  in  love  with  her  handsome  employer. 

the  technology  work.  So  when  you  connect 
(click)  This  is  CNN  Headline  News. 

with  Centel,  we  connect  you  with  people 
Blames  herself  for  his  business  failures. 

before  we  connect  you  with  technology. 
(click)  Nickelodeon,  the  cable  network  for  kids. 

Because  that's  what  communicating 
/'//  cry  my  eyes  out...  c'mon,  you'll  love  it. 

is  all  about. 
(click)  This  is  C-SPAN.  (click)  Zirconia.  (click)  And  good  night. 

CENTEL 


WHERE  PEOPLE  CONNECT 

BUSINESS  SYSTEMS  •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

For  more  information  about  Centel  Cable  Television  write  Department  £,  8725  Higgins  Road,  Chicago.  IL  60631.  ©  1987  Centel  Corporation 


firm  is  swimming  in  cash." 
rec  i.ily  filed  10-K  plainly 
that  out.  Mary  Kay  Ash  and  her 
son  doubled  and  tripled  their  respec- 
tive salaries  from  pre-LBO  levels,  the 
10-K  noted.  Nevertheless,  it  also  re- 
ported that  Mary  Kay's  cash  from  op- 
erations surpassed  $20  million  in 
1987,  allowing  it  to  refinance  $60  mil- 
lion of  a  senior  14%  bond  issue  it  had 
issued  at  the  time  of  the  LBO. 

Minella  reckons  that  investors  in 
the  LBO  notes  are  likely  to  earn  the 
equivalent  of  14.15%  annually  over 
the  next  two  years  if  Mary  Kay  calls 
the  bonds  in  1990  at  par  value  of  100. 
If  Mary  Kay  doesn't  call  the  bonds? 
Investors  earn  14.75%  to  maturity  in 
2000.  Not  too  shabby  either  way. 

The  table  (seep.  66)  lists  ten  similar- 


ly attractive  deferred-interest  bonds 
resulting  from  recent  LBOs.  All  have 
filed  10-Ks,  are  doing  fairly  well  and 
are  callable  early  at  par  or  a  premium. 
But  beware:  During  the  first  few 
years,  prices  on  deferred-interest 
bonds  are  more  volatile  than  on  cur- 
rent coupon  bonds,  because  they  pay 
no  interest.  Also,  the  Internal  Reve- 
nue Service  treats  accrued  interest  as 
being  fully  taxable  annually,  even  if  it 
isn't  realized.  These  investments, 
therefore,  fit  best  in  deferred  tax  vehi- 
cles like  Keogh  plans  and  IRAs. 

Remember,  too,  that  the  key  to  un- 
derstanding the  investment  appeal  of 
an  LBO's  debt  lies  not  in  the  firm's 
reported  earnings,  but  in  its  cash  flow 
and  the  likelihood  that  the  flow  can 
be  maintained  over  the  life  of  the 


bond.  For  example,  National  Gyp- 
sum's 0/1 5 'As  of  2004,  which  begin 
paying  interest  in  1991,  look  attrac- 
tive. But  highly  leveraged  Gypsum's 
future  depends  on  the  housing  mar- 
ket, which  has  turned  down  recently. 
Likewise,  a  significant  drop  in  con- 
sumer spending  could  hurt  firms  like 
R.H.  Macy  with  $910  million  in  simi- 
larly structured  bonds  outstanding. 

Among  the  safer  bets  listed 
are  Harte-Hanks  Communications, 
which  begins  accruing  16%  interest 
in  less  than  two  years,  and  Container 
Corp.  of  America,  which  starts  accru- 
ing 163/4%  interest  in  September  of 
1991.  Both  companies  are  producing 
lots  of  cash  and  will  almost  certainly 
call  the  notes  rather  than  pay  the  high 
coupon  interest.  ■ 


As  I  See  It 


When  the  franc  got  too  strong  for  its  own 
good,  the  Swiss  central  bank  had  to  coordi- 
nate with  other  central  banks.  Finally. 

A  time  for 
change — 

but  slowly 


By  Peter  Fuhnnan 


arkus  Lusser  says  he's  a 
joiner.  On  May  1  Lusser,  57, 
began  a  six-year  term  as 
president  of  the  Swiss  National  Bank, 
Switzerland's  central  bank.  Tradition- 
ally, the  SNB  has  been  an  internation- 
al loner,  concerned  chiefly  with  the 
monetary  and  economic  interests  of 
Switzerland.  No  more,  Lusser  tells 
Forbes,  in  an  interview  in  the  bank's 
lakeside  Zurich  offices.  Switzerland  is 
joining  the  world. 

"We  are  sending  a  signal  to  the  mar- 

tzerland  is  no  longer  pur- 

g  an   independent  policy,"  said 

have  been  active  |with 

Elks]  in  intervening  to 

ar." 

think  the  Swiss  have  turned 

financial  cooperation 

ss  of  their  hearts. 


Lusser  candidly  acknowledges  that 
the  motive  behind  the  new  spirit  of 
cooperation  is  worry  about  how  cur- 
rency fluctuations  are  driving  up  the 
Swiss  franc.  Recalling  the  Jimmy  Car- 
ter years,  when  in  1978  the  value  of 
the  Swiss  franc  jumped  suddenly  from 
40  cents  to  65  cents,  Lusser  recalls 
that  many  Swiss  industries,  from 
chemicals  and  pharmaceuticals  to 
tourism,  suffered.  "We  do  not  want 
that  situation  to  be  repeated, "  he  says. 
The  Swiss  are  working  in  particularly 
close  concert  with  the  German 
Bundesbank  and  its  chairman,  Karl 
Otto  Poehl  Explains  Lusser: 

"Germany  is  Switzerland's  largest 
export  market,  and  Swiss  industrial 
goods,  for  instance  chemicals  and  ma- 
chinery, compete  actively  with  Ger- 
man ones  on  world  markets.  But  the 
coordination  is  not  without  its  prob- 
lems. The  German  economy  is  going 


less  well  than  the  German  govern- 
ment would  like  and  the  Bundesbank 
expected.  Unemployment,  which  by 
international  standards  is  nonexistent 
in  Switzerland,  is  still  a  growing  prob- 
lem in  Germany." 

With  Germany's  problems,  the 
Swiss  franc  was  rising  against  the 
deutsche  mark,  endangering  the  Ger- 
man market  for  Swiss  goods.  Lusser 
and  the  SNB  board  took  immediate 
action.  They  brought  down  Swiss  in-' 
terest  rates  below  those  prevailing  in 
Germany,  to  make  the  Swiss  franc 
less  attractive  to  Germans. 

Results?  The  franc  and  the  mark 
have  been  trading  within  a  narrow 
margin  this  year:  "While  the  Swiss 
franc  has  been  appreciating  against 
the  dollar,  it  has  stayed  closely  in  line 
with  the  German  mark  and  the  Japa- 
nese yen." 

The  Swiss  franc  is  under  constant 
upward  pressure  in  good  part  because 
the  Swiss  inflation  rate  is  low,  1.5%, 
and  partly  because  a  lot  of  people  are 
looking  for  a  haven  against  the  weak 
U.S.  dollar  and  volatile  securities 
markets.  "There  has  been  very  strong 
demand  from  foreigners  to  hold  Swiss 
francs,  especially  since  the  crash  in 
the  stock  markets,"  says  Lusser. 
"People  want  to  invest  their  money  in 
a  strong  currency,  and  by  keeping  in- 
flation and  money  supply  growth  low, 
we  are  able  to  assure  that  the  Swiss 
franc  remains  one  of  the  world's 
strongest  currencies."  There  is  no 
sign  that  Lusser  would  have  it  any 
other  way.  So  expect  him  to  cooperate 
with  other  central  bankers,  but  only 
so  long  as  cooperation  doesn't  inter- 
fere with  Swiss  stability. 

Lusser  was  raised  in  the  German- 
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Since  we  started  offering  the  lowest  rates  in  the 
business,we've  been  getting  lots  of  letters. 


The  UPS  Next  Day  Air  Letter  has  really  taken 
off.  Which  isn't  so  surprising.  After  all,  because  of 
our  efficiency,  we  can  deliver  letters  overnight  for  only 
$830.  A  price  you'll  find  considerably  lower  than  the 
S14.00  our  competition  often  charges. 

What's  more,  UPS  Next  Day  Air  is  the  only  air 
express  service  that  guarantees*  overnight  delivery 
to  every  single  address,coast  to  coast  .Or  we'll  give  you 
your  money  back. 

"See  our  Next  Day  Air  Service  Explanation  (1/88)  and  Air  Service  Guide  for  complete  guarantee  details. 


In  fact,  we  deliver  the  vast  majority  of  our  Next 
Day  Air  Letters  in  the  morning. 

All  of  which  becomes  quite  impressive  when  you 
consider  our  competition  can  take  two,  even  three  days 
to  reach  some  places.  If  they  go  there  at  all. 

So  the  next  time  you  have  to  send  an 
urgent  document,  send  it  UPS.  The  three 
most  highly  regarded  letters  in  the  business. 


w 


ups 

VCe  run  the  tightest  ship  in  the  shipping  business. 


esident  of 
pirating  abroad  for 


the  Swiss  National  Bank 
stability  at  home. 


Thomas  Cugini 


speaking  Alpine  village  of  Altdorl  and 
he  has  a  very  German  sense  of  recti- 
tude. He  is  clearly  embarrassed  by  the 
casual  use  of  Swiss  banks  as  financial 
launderettes  by  crooks  and  dictators. 
He  supports  new  legislation  to  limit 
banking  secrecy  further. 

"I  am  very  much  in  favor  of  greater 
due  diligence  by  the  banks;  their  atti- 
tude has  been  too  lenient,"  says 
Lusser.  "It  isn't  enough  for  the  banks 
to  know  the  person  opening  an  ac- 
count. They  must  also  try  to  find  out 
if  there  is  a  beneficial  owner.  The 
banks  should  always  have  doubts 
about  whose  money  is  actually  being 
deposited.  Some  of  the  worst  abuses 
are  by  Swiss  lawyers,  who  them- 
selves open  numbered  accounts  on 
behalf  of  unnamed  foreign  clients. 
The  lawyers  act  more  like  interna- 
tional portfolio  managers  than  re- 
sponsible attorneys.  We  need  new 
legislation  by  the  Swiss  government 
to  prevent  money  laundering." 

Will  new  antisecrecy  legislation  be 
forthcoming  from  the  often  fissipa- 
rous  confederacy  of  Swiss  cantons? 
Lusser's  answer  is  bankerly,  a  polite 
maybe.  He  says:  "The  Swiss  are  a 
very  conservative  people.  In  our  poli- 
tics and  our  economics,  we  are  not 
prepared  to  change  easily."  He  adds, 
lest  someone  think  that  a  criticism  of 
his  countrymen:  "Our  conservative 
attitude  has  served  us  quite  well."  ■ 


If  a  broker  tells  you  GDC  is  an  "underval- 
ued situation, "  ask  him  about  those  heavy 
legal  clouds  hanging  over  the  company. 

"The  marketplace 

doesn't  under- 
stand what  we  do11 


By  Robert  Lowe 

General    Development    Corp. 
i  peddling  Florida  land  to 
ring  northerners  back   in 
it  even  built  a  model 
die  ot  Grand  Central 
i  ind  and  peopled 

with  frolicking  mod- 

Th  i      polished  now. 


70 


The  Miami-based  company  has  nearly 
$900  million  in  assets  and  a  place  on 
the  Big  Board.  A  former  Florida  gover- 
nor— Reubin  Askew — adorns  its 
board  of  directors.  General  Develop- 
ment's raw  real  estate  and  planned 
communities  now  stretch  over  some 
280,000  acres,  more  land  than  the  cit- 
ies ot  Cleveland,  Pittsburgh  and  Chi- 
cago combined 

Its  vast  and  persuasive  sales  staff 


last  year  convinced  customers  to  buy 
some  13,000  lots  and  1,400  homes 
from  the  company.  This  relentless 
real  estate  marketing  machine  pro- 
duced earnings  of  nearly  $45  million 
pretax  ($2.60  per  share  net)  on  sales  of 
$476  million  last  year. 

Long  a  part  of  the  City  investing 
Co.,  General  Development  was  spun 
off  and  went  public  in  1985  at  13  Vs. 
when  the  New  York  conglomerate 
liquidated  its  holdings. 

The  stock  is  now  languishing  at  less 
than  15,  well  below  GDC's  reported 
$20.62-a-share  book  value  and  only 
six  times  projected  operating  earnings 
this  year.  "We're  undervalued  and 
unrecognized,"  says  company  spokes- 
man Otis  Wragg.  "The  marketplace 
does  not  understand  what  we  do." 

Maybe  it  docs  and  maybe  it  doesn't. 
A  recent  rash  of  damaging  court  deci- 
sions and  investigations  should  be 
sufficient  to  give  investors  plenty  of 
reason  to  pause. 

The  latest  bomb  was  the  revelation 
early  in  May  that  General  Develop- 
ment is  the  target  of  a  Miami  federal 
grand  iury's  criminal  investigation. 
The  grand  jury  is  looking  into  charges 
that  the  company  has  been  selling 
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Any  insurance 
companycan  write 
a  cheeper  policy 

today 

Liberty  Mutual  asks: 

How  much  cheaper 

insurance  can  you 
afford  tomorrow? 


In  today's  competitive  insurance  business  the  old  cliche  is  true:  You  get  what  you  pay  for. 

What  may  seem  like  a  good  deal  today —could  become  a  very  expensive  "final"  cost 
Dmorrow.  Final  workers  compensation  costs  are  determined  by  claims.  Therefore  it  is  our 
ihilosophy  that  the  company  that  helps  prevent  accidents  and  manages  your  claims  best 
vill  give  you  that  lower  final  cost.  Working  together  with  our  policyholders  we've  developed 
he  most  innovative  Loss  Prevention  and  Claims  programs  in  the  industry.  Programs  that 
ime  and  time  again  reduce  final  cost. 

We  have  a  philosophy  that  works  for  today  and  tomorrow  One  that  over  100,000 
American  businesses  believe  in.  A  philosophy  that  has  made  us  number  one  in 

AMERICA  BELIEVES  IN  ™*S2SS5SS&Si    LIBERTY 

JBERTY  MUTUAL  INSURANCE.   Property  insurance.         MUTUAL.' 


i  Liberty  Mutual  Insurance  Group  Boston 


,, 


Lawyer  Richard  Bennett  in  bis  (-'oral  cables  office 

He's  been  spearheading  the  class  action  and  other  legal  claims  against  GDC  for  Jive  years. 


fraudulently  inflated  home  mortgages 
into  the  secondary  mortgage  market. 
Whether  there  are  criminal  violations 
or  not,  the  federal  Home  Loan  Mort- 
gage Corp.  and  the  Federal  National 
Mortgage  Association  have  serious 
misgivings.  Both  have  stopped  buying 
mortgages  from  General  Develop- 
ment's planned  communities.  Why? 
In  a  foreclosure  the  market  value  of 
the  properties  would  likely  turn  out 
to  be  well  below  the  mortgaged 
amount. 

Recently,  the  Federal  Trade  Com- 
mission began  an  investigation  into 
the  company's  appraisals  as  well.  And 
last  fall  New  Jersey  officials  raided 
GDC  offices  and  seized  records  in  yet 
another  inquiry. 

General  Development  targets  what 

it  describes  as  the  "light-bluc-collar 

market"     middle-class  workers  such 

i    teai  hers  and  police  officers.  The 

has  found  fertile  ground  in 

communities,  selling  to 

ins    and    Hispanics, 

i 

8  of  ( ien  aral  Devel- 

come  from  selling 

brough  a  sales  net- 


work that  ranges  from  the  Bronx  to 
Berlin.  Nearly  60%  of  the  lot  buyers — 
whose  credit  is  not  checked — never 
complete  the  lO'/i  years  of  monthly 
payments.  When  their  Florida  dream 
turns  sour,  General  Development 
promptly  sells  their  lot  to  another 
customer.  In  fact,  the  company's 
earnings  projections  are  based  on  the 
expectation  that  most  of  the  lots  will 
be  peddled  at  least  two,  and  even 
three,  times. 

Few  of  GDC's  customers  are  so- 
phisticated buyers,  which  makes 
them  susceptible  to  high  pressure  and 
misleading  sales  tactics,  encouraged 
by  the  fat  20%  commissions  General 
Development  pays  its  sales  force.  Ear- 
lier this  year  two  rancorous  lawsuits 
suddenly  became  high-stakes  cases 
when  Miami  judges  certified  them  as 
class  actions  that  may  eventually  in- 
clude as  many  as  60,000  current  and 
former  customers.  One  of  the  class 
actions  alleges  the  company  failed  to 
build  roads  as  promised. 

Furthermore,  in  other  actions, 
scores  of  angry  buyers  have  sued 
GDC,  claiming  they  were  deceived 
into  purchasing  overpriced  homes  or 


property.  Buyers  have  complained 
that  they  bought  lots  for  three  times 
their  true  resale  value.  (GDC  lots  cur- 
rently sell  for  an  average  of  $17,000.) 

In  the  civil  suits,  General  Develop- 
ment faces  a  formidable  legal  chal- 
lenge. Its  main  antagonist  in  the  liti- 
gation is  41 -year-old  Richard  Bennett, 
who  gave  up  a  law  firm  practice  in 
international  law  to  set  up  shop  with 
his  wife,  Lisa,  in  a  Mediterranean- 
style  suite  of  offices  in  Coral  Gables, 
Fla.  There,  working  sans  coat  and  tie, 
Bennett  has  pursued  the  class  action 
lawsuits  and  scores  of  individual 
claims  against  GDC  with  obsessive 
fervor  for  the  past  five  years. 

General  Development,  for  its  part, 
has  hauled  in  some  big  guns.  It  has 
added  New  York's  Cravath,  Swaine  & 
Moore  to  an  army  of  Miami  lawyers 
that  already  includes  well-respected 
criminal  attorney  Robert  Josefsberg. 

General  Development  has  been 
telling  Wall  Street  that  it  can't  ride 
herd  on  every  one  of  its  2,500  sales- 
men but  that  it  fires  those  who  abuse 
customers.  Maybe  so,  but  the  compa- 
ny has  been  making  the  same  excuse 
for  a  long  time  now.  ■ 
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WhatMakesTheOn 
I      MachineTick? 
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The  American  Airlines  On-time  Machine.  Its  more  than  gleaming  metal  and  sophisticated  technology 
It's  a  machine  made  up  of  people.  More  than  sixty  thousand  professionals  working  together  to  keep 
you  on  schedule.  Time  after  time 

It's  a  mechanic  double-checking  his  work  to  prevent  delays.  A  ticket  agent  issuing  a  passenger's 
boarding  pass  quickly  A  pilot  arriving  early  to  begin  the  preflight  inspection  of  his  plane.  Its  the  indi- 
vidual dedication  of  our  employees  that  keeps  American  Airlines  running  with  clocklike  dependability 

That  dedication  has  earned  American  the  best  on-time  arrival  record  of  the  nine  largest  domestic 
airlines*  .  . 

AmencanAirhnes 


So  if  staying  on  schedule  is  important  to  you,  choose  the 
On-time  Machine.  And  the  people  who  make  it  tick. 


Something  special  in  tfoe  am 


*Based  upon  Department  of  Transportation  data  and  the  cumulative  percentage  of  noastop  domestic  flights  arriving  within  15  minutes 
of  schedule  for  all  reported  airports  for  the  nine  largest  airlines  in  terms  of  domestic  revenue  passenger  miles,  Sept.  1987-Mar.  1988. 


Apogee  Enterprises  installs  replacement 
windshields  and  helps  build  skyscrapers. 
What  has  one  to  do  with  the  other?  More 
than  one  would  think. 


The  niche-seeker 


Layne  Kenneth 


By  James  Cook 


F|  ROM  NOTHING  tO 
number  one  in  15 
years — that  is  what 
Minneapolis'  Apogee  Enter- 
prises has  achieved.  Apogee's 
Harmon  Contract  group  has 
emerged  in  the  past  year  as 
the  leading  contractor  in  the 
$3-billion-a-ycar  curtainwall 
contracting  business,  and 
don't  think  that  doesn't 
make  Apogee's  boss,  Donald 
W.  Goldfus,  54,  pretty  ner- 
vous. "Nobody  has  gut  to  the 
top  in  this  business  and 
stayed  very  long,  so  that's 
the  challenge  of  a  lifetime," 
says  he. 

What's  curtainwall  con- 
tracting and  why  is  it  so  dic- 
ey a  business?  It  involves  in- 
stalling the  glass  and  alumi- 
num skin  that  covers  most 
high-rise  buildings  these 
days.  Harmon  Contract 
works  from  design  to  inst.il 
lation  with  architects  like 
Michael  Graves  and  Helmut 
(ahn,  supplying  all  the  D< 
sary  goods  and  services,  in- 
cluding labor  and  materials. 
It's  a  highly  fragment*  I  ind 
brutally  titive    industry.    So 

much  so  that  even  as  market  leader, 
Harmon  Contract,  with  $113  million 
in  sales,  has  only   I  the  market. 

Three  of  the  live  leading  compa- 
nies, including  giant  PP<  tries, 
withdrawn    from    the    bu   mess 
irely  in  the  past  tew  yea 

is  a  public  company      ided 
.niter.   The   com  ; 

*  dl  installatioi 

il  outgrowth  i       busi- 

replac       store 

aiding    ne       store 


Apogee  Enterprises'  l><»i  Goldfus 

One  thing  kept  leading  to  another. 


fronts  and  entryways.  "We  had  to 
fight  our  way  in,"  Goldfus  says.  "We 
\s  ere  known  as  an  auto  glass  installer, 
they  laughed  at  us  and  said  we  didn't 
know  what  we  were  doing,  so  we  nor- 
mally had  to  be  the  low  bidder  and 
take  some  chances,  and  we  learned 
the  hard  way."  Apogee  learned  that 
winning  |obs  on  price  alone  was  poor 
business,  and  three  or  four  years  back 
it  stopped  doing  so.  "We  were  going  to 
be  on  time,"  Goldfus  says,  "and  sup- 
ply nothing  but  quality." 

Growth    temporarily    slowed,    but 


the  division's  operating  earnings  were 
up  45%  last  year,  to  6.5  million,  on  a 
4%  increase  in  sales,  and  this  year 
sales  should  rise  sharply  as  well.  Apo- 
gee entered  its  new  fiscal  year  on  Mar. 
1  with  the  highest  backlogs  in  its  his- 
tory—$229  million  (including  $194 
million  in  Harmon  Contract),  up  from 
$124  million  a  year  earlier. 

With  roughly  a  third  of  Apogee's 
$312  million  sales  and  $20  million 
operating  earnings,  Harmon  Contract 
is  the  firm's  largest,  most  profitable 
and  fastest-growing  division. 

Apogee  started  out  40  years  ago  in- 
stalling replacement  windows  for  cars 
(24%  of  sales),  began  building  a  chain 
of  auto  glass  stores  under  the  name  of 
Harmon  Glass  and  now  runs  the  sec- 
ond-largest chain  in  the  U.S.,  second, 
that  is,  to  Lear  Siegler's  Safe- 
lite  Glass  unit. 

Later,  Apogee  got  into  non- 
residential aluminum  win- 
dow frames  and  then  into 
turning  20-by-50-foot  sheets 
of  glass  it  bought  from  out- 
side suppliers  into  specialty 
products  (25%  of  sales). 
These  products  include  sky- 
lights, no-glare  picture  glass, 
windshields,  sunroofs,  glass 
that's  bulletproof,  heat-resis- 
tant, radio-frequency  reflect- 
ing, shatterproof. 

Most  of  Apogee's  divisions 
crisscross,  compete  with  and 
supply  each  other,  and  they 
have  a  habit  of  spawning  new 
businesses.  Take  Venetian 
blinds.  The  window  fabricat- 
ing division  began  building 
glass-enclosed  Venetian 

blinds  for  hospitals  back  in 
1979.  Today  it  makes  a  full 
range  of  blinds  and  shutters 
and  supplies  a  chain  of  83 
franchised  outlets. 
Where  next? 

Goldfus  is  looking  for  new 
niche  markets  and  moving 
into  them.  This  spring  he 
opened  a  London  office,  ex- 
pected to  be  the  best  nonresi- 

dential  construction  market 

in  the  world  over  the  next  decade.  He 
plans  to  take  the  auto  replacement 
shops  and  the  shutter  franchises  na- 
tionwide. He's  moved  the  glass  fabri- 
cation division,  in  partnership  with 
Marvin  Windows,  into  low-emissivi- 
ty  architectural  glass — glass  that  pre- 
vents heat  from  being  lost  from  with- 
in or  being  absorbed  from  without. 

The  idea,  of  course,  is  to  keep  Apo- 
gee's earnings  growth  averaging  15% 
a  year.  "I  think  we  can  do  better  than 
that,"  Don  Goldfus  says.  Average  for 
the  last  decade:  21%.  ■ 
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lasterAssist™ 

|The  most  complete  medical  assistance 
Drogram  any  card  offers,  it  provides  the 
raveling  cardholder  with  medical  care 
expense  coverage,  local  referrals  and 
ound-the-clock  monitoring  of 
reatment  and  medication. 


♦lasterRentan 

pThe  rental  car  insurance 
|plan  so  comprehensive, 
||t  covers  collision  damage, 
i/andalism,  theft,  fire, 
sven  personal  effects.  No 
Dther  card  offers  as  much. 
<\nd  it's  automatic  with 
3old  MasterCard®  rentals. 


IasterLegal™ 

f  the  unexpected  happens  when 
'ou're  traveling,  emergency  legal 
issistance  is  only  a  phone  call 
way.  MasterLegal  not  only  gives 
eferrals,  but  will  also  transfer  money 
o  cover  legal  fees  or  post  bail. 


HasterTVip? 

|n  an  emergency,  MasterTrip  can  help 
'ou  replace  lost  or  stolen  airline  tickets  or 
passports.  There's  even  a  toll-free  number 
or  information  when  you're  planning  your 
rip  abroad. 


3ash  Access: 

Vhenever  and  wherever  you  need  cash, 
3old  MasterCard  gives  you  five  times  the 
lumber  of  locations  as  American  Express. 


Aorldwide  Acceptance: 

Bold  MasterCard  gives  you  unsurpassed 
vorldwide  acceptance.  Three  times  that 
)f  American  Express. 


tffi* 


MasterCard. 


Choose  The  Card  That  Makes  A  Difference: 

nsurance  coverages  ar°  underwritten  by  BCS  Insurance  Company,  in  the  state  of  Texas  dba  Medical  Indemnity  of 
[Vmerica  Inc  Some  restrictions  and  exclusions  apply  ©  1988  MasterCard  International  Inc 


Chevy  Astro.  When  fleets 
need  to  get  the  big  jobs  done, 
this  is  the  small  van  they  put 
their  money  on. 

Fleets  have  found  that  there  are 
two  types  of  compact  vans. 

The  ones  designed  primarily  as 
station  wagon  replacements. 

And  the  one  designed  to  give 
you  more  available  power  and 
torque,  more  cargo  space,  floor 
length,  and  width  between  the 
wheelhousings  than  you  can  get 
in  other  compact  cargo  vans* 

It's  called  Chevy  Astro.  And  it's 
available  from  the  people  fleets 
buy  more  compact  cargo  vans 
from  than  anybody  else  in  the 
business. 

Perhaps  it's  time  you  called 
on  them  too.  Just  contact  your 
Chevy  dealer  or  Field  Repre- 
sentative. 

"Excludes  other  CM  products 
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Michael  DiCerbo    Infernus  ".  acrylic  on  canvas.  1984  From  the  Relco  Collection 
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In  every  market,  24  hours  a  day,  Refco  is  ready  to  help  you  manage  risk.  Refco  Group: 
world  leader  in  financial  risk  management  through  the  use  of  futures  and  options. 


REIFCO 

JlGROUPLTD 


Chicago  •  New  Vor*  •  s  •  Torui  .to  •  London  •  Pans  •  Singapore  •  Sydney  •  Hamburg  •  Rome  •  Zuncft  ancf  other  leading  cities. 


In  protecting  the  U.S.  semiconductor  industry,  Washington  has 
dealt  a  setback  to  something  far  more  vital  to  American  interests: 
the  imposing  U.S.  lead  in  computers  and  computer  software. 

How  the 
computer  companies 
lost  their  memories 


T 


here  is  a  strong  rumor  circu- 
lating in  the  computer  world 


By  George  Gilder 


that  Apple  Computer's  John  Sculley  and  Sun  Micro- 
systems' Scott  McNealy  may  lead  several  other  U.S.  com- 
puter makers  into  manufacturing  memory  microchips. 
Why  does  this  matter?  Because  companies  like  Apple  and 
Sun  are  brilliant  at  creating  computer  systems  that  use 
microchips.  Making  memory  chips  is  a  diversion  of  their 
talents,  a  violation  of  the  kind  of  specialization 
and  focus  that  have  made  them 
spearheads  of  innovation  in  the 
industry.  Yet  Sculley  carefully 
does  not  deny  the  rumor. 
No,  Apple  and  Sun  have  not 

,  lost  their  way.  If  they  go 

■  into  the  memory  chip 

i  business  it  will  be 
because      making 
the  chips  is  the 
only    way    they 

;  can  get  enough  of 
what    they    need. 

;  There  is,  right 
now,  a  severe 
shortage  of  memory 

.;  chips,  brought  on  at 
least  in  part  by  well- 

'intentioned         but 
misguided  trade  pol- 
icy from   Washing- 
ton.   Thanks    to    the 
shortage,    the   fastest- 
growing  U.S.  computer 

;  firms — firms    like    Sun, 

:  Apple    and    Compaq,    to 
name  but  a  few — are  cutting 
back  and  shrinking  their  prod- 

juct  lines.  As  a  result,  for  the  first 

j  time  ever,  the  Japanese  now  threat- 

:  en  a  major  entry  into  U.S.  comput- 

I  er  markets. 

Semiconductor  makers  were  ju- 

I  bilant  when  the  U.S.  and  Japan  first 

j  agreed  to  a  deal  in  July  of  1986  to 
bring  order  to  the  semiconductor 


IBM  and  Japan's  big  computer  compa- 
nies now  dominate  world  production  of 
1 -megabit  DRAM  memory  chips,  sending 
smaller  companies  scrambling. 

Chans  h\  Andv  Christie 


markets.  But  many  people  in  the  com- 
puter trade  objected  furiously  to  the 
agreement.  People  like  William  Gates  of  Microsoft  Corp. 
complained  that  higher  chip  prices  would  penalize  U.S. 
companies  that  designed  products  around  the  chips.  Gates 
was  right,  but  the  problems  are  worse  than  predicted. 
Demonstrating  once  more  the  folly  of  economic  engineer- 
ing, of  Caesar  failing  to  render  unto  Adam 
what  is  rightfully  Smith's. 

The  semiconductor  in  such  short  sup- 
ply is  a  key  memory  chip  called  a 
D-RAM,  for  dynamic  random  access 
memory.  D-RAMs  are  the  immedi- 
ate data  storage  device  found  in 
every  computer. 

D-RAMs    are    as   vital   to 
computer      manufacturers 
(and  to  all  who  depend  on 
computer    manufactur- 
ers) as  steel  is  to  auto- 
mobile      makers      or 
crude  oil  is  to  petro- 
chemical   producers. 
You    would    think 
that      U.S.      policy 
would       encourage 
flat-out     production 
and  low  prices  of  an 
input  so  vital  to  our 
economic     future.     In 
fact,  however,  U.S.  poli- 
cy is  heavily  to  blame  for 
restricting  the  global  sup- 
ply of  D-RAMs. 
D-RAMs   have   dropped   in 
price  per  bit  of  information  stor- 
age (one-eighth  of  a  byte)  by  more 
than  99%  in  the  last  decade.  But 
the  cost  of  these  chips  to  computer 
firms  is  now  going  up  rather  than 
down,  at  least  in  the  U.S.  The  price 
of  a  memory  upgrade  from  512K  to 
one  megabyte  of  memory  (about 
enough  to  store  the  contents  of  a 
large  book)  has  quadrupled  since 
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January,  to  as  much  as  $350.  For  the  first  time  in  recent 
history,  computer  prices  in  many  markets  are  actually 
rising  rather  than  continuing  down  the  learning  curve  as 
chip  functions  become  denser  and  cheaper.  On  May  18,  for 
example,  Sun  Microsystems  added  a  surcharge  of  around 
$250  to  the  price  of  add-on  memory  for  its  popular  work- 
stations. 

This  setback  in  cost  and  supply  could  hardly  come  at  a 
worse  juncture — when  the  U.S.  may  well  be  widening 
its  lead  in  the  worldwide  computer  business.  Just-in-time 
manufacturing  programs  have  been  widely  embraced  by 
the  U.S.  computer  industry.  This  has  enhanced  the  quality 
and  productivity  of  U.S.  electronics  fabrication. 

Because  of  the  D-RAM  shortage,  however,  just-in-time 
manufacturing  is  now  giving  way  to  just-in-case  double- 
and  triple-ordering.  There  is  an  increasing  amount  of  am- 
nesia systems  production — systems  without  memories. 

Worst  of  all,  in  an  industry  where  product  life  cycles  are 
short  and  the  spoils  go  to  the  quickest,  a  number  of 
exciting  American  computer  products  have  been  delayed 
by  the  D-RAM  shortage. 

Item:  Apple  Computer  will  not  be  releasing  its  long- 
awaited  Macintosh  SE  upgrade  this  year.  Nor  will  there  be 
a  Macintosh  laptop  from  Apple.  And  the  Macintosh  2's 
much-touted  HyperCard  personal  database  program,  its 
MultiFinder  multitasking  and  its  high-resolution  color 
graphics — all  dazzling  breakthroughs— will  be  break- 
throughs primarily  in  theory:  The  Mac  2  has  only  1  mega- 
byte of  memory,  far  too  little  to  accommodate  more  than 
one  of  its  featured  applications. 

Item:  The  advanced  functions  of  Sun  Microsystems' 
new  Sun  386i  workstation,  which,  with  adequate  memory, 
can  simultaneously  blaze  through  both  IBM-standard  and 
AT&T  Unix-standard  programs,  will  depend  on  D-RAM 
availability.  And  the  backlog  for  the  fully  equipped  Sun 
3/60  workstation  is  four  to  five  months. 

Item:  Hewlett-Packard's  Vectra  386  desktop  computer 


was  expected  to  be  unveiled  at  last  month's  Comdex  show 
in  Atlanta.  But  it  was  nowhere  to  be  seen. 

Item:  Compaq  Computer  has  thrived  in  the  past  by 
beating  IBM  to  the  punch  with  new-generation  machines. 
But  a  Compaq  laptop   is   conspicuous  by  its  absence. 

Only  mighty  IBM  emerges  unscathed — in  fact,  stron- 
ger— from  the  D-RAM  shortage.  Why?  Because  IBM  itself 
is  the  world's  leading  D-RAM  producer.  Its  captive  (that  is, 
m-house)  D-RAM  production  was  worth  over  $600  million 
to  $800  million  last  year;  its  estimated  output  of  D-RAMs 
is  double  Toshiba's.  But  this  does  the  rest  of  the  U.S. 
computer  industry  little  good  because  IBM  has  a  rigid 
policy  of  not  selling  its  chips  on  the  open  market. 

There  is  no  memory  chip  crunch  at  the  huge  Japanese 
computer  firms.  There,  the  cost  per  bit  of  memory  is  still 
going  down.  Like  IBM,  Japan's  NEC,  Toshiba,  Hitachi  and 
Fujitsu  make  their  own  D-RAMs  and  put  them  in  their 
own  products.  Unlike  IBM,  the  Japanese  companies  sell 
their  excess  chips  to  other  companies,  in  Japan  and  abroad, 
in  competition  with  U.S.  merchant  chip  companies  such 
as  Texas  Instruments  and  Motorola. 

How  did  we  arrive  at  this  pass? 

Through  1986,  D-RAMs  were  in  oversupply.  Japanese 
chipmakers  were  drowning  in  chips  and  dumping  them  in 
the  U.S.  This,  naturally,  made  U.S.  merchant  chip  produc- 
ers very  unhappy.  So  they  went  to  Washington.  Washing- 
ton listened.  A  strange  alliance  developed  between  U.S. 
and  Japanese  bureaucrats.  In  July  1986,  after  years  of  U.S. 
threats  and  suits,  the  Japanese  Ministry  of  International 
Trade  &.  Industry  was  hectored  into  agreeing  to  a  new 
trade  pact  with  the  U.S.  At  first  blush,  the  agreement  is 
working.  By  Value  Line's  reckoning,  the  major  U.S.  semi- 
conductor firms  rebounded  from  their  1985-86  slump  to 
earn  $633  million,  combined,  last  year.  This  year  Value 
Line  projects  the  group  will  earn  $1.5  billion,  and  by  the 
early  Nineties  over  $2.4  billion.  Dig  deeper,  however,  and 
it  is  apparent  that  only  a  small  portion  of  these  earnings 
come  from  products  that  are  even  covered  by  the  chip 
agreement,  and  virtually  none  of  the  earnings  come  from 
D-RAMs. 

The  chip  pact  with  Japan  is  not  the  only  reason  D-RAMs 
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are  now  in  short  supply.  Other  factors  include  an  earth- 
quake at  a  Hitachi  factory,  low  manufacturing  yields  ev- 
erywhere in  fabricating  this  fiendishly  exacting  device  and 
a  poorly  timed  decision  by  AT&T  to  withdraw  from  the  D- 
RAM  business  just  as  demand  exploded  in  mid-1987. 

But  the  1986  chip  agreement  changed  these  typical 
snafus  into  a  systemic  crisis.  MITI  took  control  over 
Japanese  supplies  to  prevent  Japanese  chips  from  leaking 
out  to  gray  markets  elsewhere  in  Asia  and  eventually 
finding  their  way  to  the  U.S. 

William  McClean,  the  widely  respected  editor  of  the 
semiconductor  industry's  statistical  bible  Status  1988, 
notes  that  early  last  year  there  were  clear  signs  that  the 
computer  industry  was  emerging  from  its  1985-86  slump. 
Normally,  says  McClean,  the  Japanese  chipmakers  would 
have  expanded  production  to  meet  demand.  But  instead, 
between  August  1986  and  August  1987,  while  demand 
rose  some  30%,  MITI  administered  a  32%  reduction  in  the 
output  of  the  256K  D-RAM,  the  then  dominant  memory 
chip.  Japanese  firms  cut  back  investment  and  shifted  ef- 
forts from  current-generation  chips  to  the  next  generation. 
Says  McClean:  "Not  until  last  November  did  MITI  finally 
remove  its  production  controls." 

Say  this  for  the  trade  agreement:  It  worked  wonders  for 
the  Japanese  semiconductor  industry.  During  the  mid- 
1980s  the  Japanese  chipmakers  lost  some  $4  billion  as  they 
overexpanded  production  and  dumped  the  excess  in  the 
U.S.  But  today,  as  a  result  of  MITI-ordered  cutbacks  and 
higher  D-RAM  prices,  Japanese  manufacturers  are  making 
huge  margins  on  the  product  and  funding  big  R&D  pro- 
grams designed  to  close  the  U.S.  lead  in  state-of-the-art 
microchips  and  design  tools  (Forbes,  Apr.  4).  Just  as  "vol- 
untary restraints"  helped  Japan's  carmakers  by  increasing 
margins  and  pushing  them  upmarket,  so  the  chip  agree- 
ment has  made  Japan's  chipmakers  much  more  formidable 
long-term  competitors. 

But  the  greatest  irony  here  is  that  the  U.S.  bailed  out 
Japan's  semiconductor  industry  at  precisely  the  time  when 
Japan's  own  information  sector  industrial  policies  are  in 
disarray.  The  U.S.  has  actually  been  gaining  share  in  the 
most  critical  areas  of  computer,  software  and  telecom- 


Myth  versus  reality,  part  I 

It  is  often  felt  that  the  U.S.  has  somehow  lost 
its  lead  in  computer  equipment.  But  these 
lines  charting  electronic  systems  produc- 
tion— computer  equipment,  very  broadly 
defined — present  a  different  story.  They 
show  that  while  the  Europeans  and  Jap- 
anese have  been  slowly  catching  up 
during  the  past  two  years,  U.S.  pro 
ducers  still  enjoy  a  large  lead,  even 
without  adjusting  for  the  effects 
of  the  weak  dollar.  This  is 
cause  neither  for  complacency 
nor  for  hand-wringing. 


munications  technology. 

Although  the  Japanese  have  been  targeting  information 
equipment  for  two  decades  in  all  their  industrial  policies, 
they  have  entirely  failed  to  repeat  in  this  domain  their 
earlier  successes  in  shipbuilding,  steel,  autos  and  consum- 
er electronics.  While  the  U.S.  was  losing  out  in  many  other 
industrial  products,  it  was  gaining  ground  in  computer 
software  while  the  Japanese  were  slipping  further  behind. 
This  was  no  mean  feat  at  a  time  when  value-added  infor- 
mation technology  had  shifted  rapidly  toward  software. 
Moreover,  in  a  new  OECD  study,  economist  Lydia  Arossa 
estimates  that  since  1985  the  U.S.'  software  production 
has  been  growing  significantly  faster  than  Japan's  software 
production,  and  now  is  five  times  greater  than  Japan's  (see 
chart,  p.  84). 

Okay,  we're  still  ahead  in  software.  But  in  hardware  and 
in  semiconductors,  surely  the  Japanese  are  killing  us, 
aren't  they? 

Wrong  again.  The  U.S.  global  lead  in  hardware  is  shrink- 
ing slightly,  but  nevertheless  remains  impressively  large. 
The  chart  on  the  opposite  page  shows  that  in  1987  total 
electronic  systems  production  by  U.S.  firms  was  some 
$143  billion,  some  two-thirds  larger  than  Japan's.  The 
figures  are  not  firm,  but  indications  are  that  the  U.S.  global 
share  in  hardware  technologies  has  not  fallen  significantly 
since  1982.  Considering  the  ferocious  competition,  this  is 
a  considerable  accomplishment. 

Even  in  microchips,  perhaps  the  chief  target  of  Japanese 
industrial  policy,  the  U.S.  has  more  than  held  its  own. 
Although  the  media  cite  alarming  market  share  estimates, 
such  as  a  90%  Japanese  share  of  the  new  generation  of  D- 
RAM  production,  these  estimates  leave  out  IBM,  by  far  the 
world's  largest  producer  of  the  chips. 

What  about  Intel,  a  driving  force  behind  the  U.S. -Japan 
chip  deal?  On  the  way  to  a  year  of  5 1  %  growth  and  barging 
past  the  $2  billion  barrier  in  sales,  Intel  is  by  far  the  fastest- 
growing  big  firm  in  the  industry.  Meanwhile,  the  99  U.S. 


Source:  ICE  Corp.  Status  198K 
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semiconductor  startups  launched  over  the  last  five  years — 
•rom  Cypress  to  Actel — constitute  the  fastest-growing 
new  generation  of  merchant  semiconductor  firms  in  the 
history  of  the  industry.  So  much  for  the  U.S.  chip  indus- 
try's needing  protection. 

Does  the  U.S.  need  an  industrial  policy  promoting  fewer 
but  larger  computer  companies  capable  of  taking  on  the 
Japanese  behemoths?  The  record  to  date  suggests  not.  In 
recent  years,  innovative  U.S.  firms  have  launched  and 
ramped  up  several  entire  new  product  lines — each  worth  a 
billion  dollars  or  more  in  sales. 

In  engineering  workstations,  there  are  Sun  and  Apollo. 
In  IBM  personal  computer  clones,  Tandy,  Dell  and  others. 
In  high-end  personal  computers,  Apple,  Compaq  and  Ze- 
nith. In  small  supercomputers,  Convex,  Alliant,  NCUBE 
and  many  new  contenders. 

And  more.  In  parallel  and  fault-tolerant  systems,  Tan- 
dem, Stratus  and  Sequent  are  the  industry  leaders.  In  the 
face  of  high  skepticism  and  many  misgivings,  venture 
capitalists  have  funded  scores  of  hard  disk  drive  and  disk 
media  firms;  this  has  given  the  U.S.  80%  of  the  market  for 
hard  disk  systems. 

Unfortunately,  the  D-RAM  crisis  now  means  that  most 
of  the  smaller  American  computer  companies  that 
have  been  rapidly  winning  market  share  against  both 
Japan  and  IBM  must  pay  between 
two  and  three  times  as  much  for 


their  D-RAMs  as  IBM  and 
the  Japanese  do.  And  D- 
RAMs  are  no  trivial  item  in 
a  computer's  production 
cost  structure.  These  memo- 
ry chips  represent  some  5% 
of  the  production  cost  of  a 
mainframe,  20%  for  a  mini- 
computer, and  up  to  50%  for 
a  low-end  IBM  PC  clone. 

Access     to     D-RAMs     is 
helping    the    Japanese    win 
market  share  in  laptops,  or 
portable    pergonal    comput- 
ers.   Laptops   constitute   an 
increasingly  vital  arena.  As 
a  growing  share  of  the  PC 
market    moves    toward 
portables,  Japanese 

strength  in  this  prod- 
uct line  may  eventual- 
ly lead  to  overall  domi- 
nance in  personal  com- 
puters, roughly 
analogous  to  the  way 
they    built    upon    then 
early  successes  in  cheap, 
dependable    small    cars 
At   present,    according 
to    Dataquest    figures, 
the  Japanese  hold  only 
W   ol  the  total 
computer 
the  U.S.— 
id  35%  of 
ess.  In- 
nes 
I  an 
ruth 
name- 


Myth  versus  reality,  part  II 

Contrary  to  popular  impression,  the  U.S.  semiconduc- 
tor industry — including  IBM  and  other  companies 
with  captive  chip  production — still  outproduces  Ja- 
pan's chipmakers.  The  trend  is  especially  clear  when 
Japanese  production  is  adjusted  for  the  strong  yen. 
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plates,  and  the  Japanese  actually  have  80%  of  the  U.S. 
laptop  market. 

Of  the  American  laptop  makers,  only  IBM  is  a  D-RAM 
manufacturer;  all  the  rest  are  struggling  under  the  handi- 
cap of  expensive  D-RAMs.  IBM,  the  one  U.S.  company 
unaffected  by  the  D-RAM  shortage,  made  exactly  the  right 
decisions.  Over  a  three-year  period  beginning  in  1985, 
while  the  semiconductor  industry  collapsed  and  rival 
AT&T  fled  the  D-RAM  business,  IBM  boldly  invested  an 
estimated  $1.5  billion  in  new  memory  chip  production, 
designs  and  facilities.  For  the  first  time  since  1982,  IBM  is 
now  in  a  position  to  make  important  advances  against  its 
rivals.  Derived  from  its  strength  in  D-RAMs,  IBM's  edge 
will  last  for  several  years. 

Under  way  in  information  technology  is  the  emergence 
of  literally  scores  of  new  products  with  memory  needs  ten 
times  or  more  greater  than  previous  technologies.  IBM's 
new  OS/2  operating  system  with  "Presentation  Manager," 
for  example,  bids  to  become  the  new  standard  for  the 
industry.  But  to  exploit  fully  its  benefits  requires  at  least  5 
megabytes  of  memory.  That's  nearly  20  times  as  much 
memory  as  the  previous  generations  of  PCs  typically  need- 
ed for  their  relatively  primitive  functions. 

Less  well  understood  is  that  all  the  new  imaging  and 
graphics  technologies  that  impel  such  booming  markets  as 

desktop    publishing    will    require 
still  more  mountains  of  memo- 
ry. At  3  megabytes,  the  new 
generation  of  laser  printers, 
for  example,  uses  12  times 
as  many  D-RAMs  as  the 
last    generation    of    entire 
desktop  computer  systems. 
Fax  machines  use  2  mega- 
bytes. Also  requiring  great 
memory  capacity  are  all  the 
new   local  area  networks, 
text    scanners,    bar    code 
readers    and    other    de- 
vices    that     treat     the 
screen  as  a  map  of  bits 
rather  than  as  a  set  of 
characters    and    codes. 
Beyond    these    currently 
available   products   come 
such  new  technologies  as 
artificial  intelligence, 

voice  recognition,  digital 
television,  digital  auto- 
mobile mapping,  diagnos- 
tic equipment  and  high- 
definition  television 

Forbes,  May  30).  To  get 
any  of  these  break- 
throughs into  production 
will  require  truly  prodi- 
gious numbers  of  memory 
chips. 

W'  here  will  the  chips 
come  from?  Will  they 
be  there  when  needed? 
Three  hopes  for  the  U.S. 
computer  industry  will  be 
Micron  Technology  in 
Boise,  Idaho  (Forbes,  Mar. 
14.  1983  and  Dec  M, 
1984);  Texas  Instruments 
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Perfectly  DesignedTo  WithstandThe 
Turbulence  Of  The  Next  twenty  Years. 

Mergers.  Labor  costs.  Fare  wars.  Fluctuating  margins. 

With  all  the  variables  facing  airlines  today,  survival  obviously 
lies  in  being  both  efficient  and  flexible. 

Two  traits  which  happen  to  perfectly  describe  Airbus 
Industrie  aircraft. 

As  a  matter  of  fact,  no  other  family  of  aircraft  has  been 
designed  to  help  airlines  adapt  so  readily— and  profitably— to  market 
needs  that  change  weekly,  if  not  daily. 

Consider,  for  example,  our  technologically  advanced 
A300-600R  widebody.  It's  big  enough  to  carry  a  full  complement  of 
business  commuters  on  heavily  traveled  routes  like  Chicago  to  L.A.  And 
yet  its  break-even  point  is  so  low,  it's  just  as  profitable  carrying  cargo  and 
fewer  passengers  on  less  developed  routes. 

Our  wide,  single-aisle  A320  is  also  multi -talented  and  even 
more  advanced.  Its  optimum  size  and  fast  turnaround  ability  make  it 
perfect  for  hub  and  spoke  routes.  But  its  transcontinental  range  also 
makes  it  a  wise  choice  for  long,  thin,  point-to-point  markets.  It  even 
offers  14%  lower  cash  operating  costs  than  comparable  aircraft. 

So  don't  let  the  next  twenty  years  toss  your  profits  around. 
Rely  on  the  efficiency  and  adaptability  of  Airbus  Industrie  aircraft. 

We  know  if  II  be  a  smoother  ride. 

S  AIRBUS  INDUSTRIE 

The  certain  choice  for  an  uncertain  world. 


(which  produces  its  D-RAMs  mostly  in  Japan);  and  Korea's 
Samsung  Semiconductor  (Forbes,  May  16).  Able  now  to 
produce  1 -megabit  chips,  Samsung  is  now  in  the  process  of 
building  some  350,000  square  feet  of  new  clean  rooms — 
equivalent  to  some  four  major  new  chip  fabrication  facili- 
ties— all  devoted  to  producing  D-RAMs. 

Micron  Technology  (1987  sales,  $91  million)  seems  es- 
pecially promising.  A  key  determinant  of  costs  in  D-RAM 
production  is  the  size  of  an  individual  chip,  which  sets  the 
number  of  possible  devices  on  each  silicon  wafer.  Since 
entering  the  market  in  1982,  Micron  has  had  the  smallest 
chip  in  each  D-RAM  generation.  Micron  has  just  launched 
a  "shrink"  of  its  megabit  chip  down  to  the  size  of  many 
competitive  256K  devices. 

Moreover,  it  is  now  rapidly  preparing  a  1 -megabit  pro- 
duction process  with  40%  fewer  layers  than  the  competi- 
tion. If  these  innovations  succeed,  Micron  may  have  by  far 
the  lowest  costs  in  the  industry.  Intel,  the  virtual  inventor 
of  the  D-RAM,  recently  agreed  to  sell  Micron  chips  under 
the  Intel  label  and  ob- 
tained warrants  to  pur- 
chase $11.6  million  worth 
of  Micron  stock. 

It  is  fashionable  in  some 
circles  to  argue  that  the 

U.S.    computer    industry         /  $10.7 

must  emulate  Japan's, 
that  we  need  fewer  but 
bigger  firms  to  marshal  re- 


sources and  attack  industrial  targets  from  a  long-term 
point  of  view.  Michael  Dukakis'  Harvard  economists  are 
making  noises  about  the  need  for  greater  federal  interven- 
tion to  protect  U.S.  trade  and  development.  Ignored  by 
advocates  of  industrial  policies  is  the  fact  that  while  Japan's 
industrial  policies  pushed  its  fifth-generation  computer 
project,  thousands  of  entrepreneurial  U.S.  firms  left  the 
Japanese  in  their  dust,  transforming  the  world  information 
economy.  Meanwhile,  a  multibillion-dollar  government- 
subsidized  D-RAM  effort  by  Europe's  Siemens  and  Philips 
has  yet  to  produce  any  significant  volume. 

While  Japanese  and  European  industrial  policies  founder, 
U.S.  entrepreneurs  using  new  design  technologies  are  gener- 
ating new  computer  products  at  an  unprecedented  and 
entirely  unexpected  pace.  We  do  not  need  more  politicians 
and  bureaucrats  urging  industrial  policy  harassment  of 
Japan  and  Korea  and  protection  of  U.S.  chipmakers. 

Though  few  congressmen  and  trade  bureaucrats  under- 
stand the  fact,  Japanese  and  Koreans  will  be  part  of  the 

memory  shortage  solu- 
tion, not  part  of  the  prob- 
lem. Give  our  entrepre- 
neurs the  chips  they  need, 
and  U.S.  leadership  seems 
assured. 
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Hard  dollars  in  software 

The  U.S.  has  a  commanding  and,  it 

appears,  growing  lead  in  the  world's 

booming  software  market.  Of  the 

estimated  $44  billion  worth  of 

software  produced  by  the  industrial 

countries  last  year,  U.S. -based 

producers  accounted  for  nearly  $24 

billion — a  huge  absolute  amount, 

and  a  higher  proportion  than  in  1985. 
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There's  only  a 

handful  of  truly 

global  banks. 


Here's  how 
to  recognize 
one  of  them. 


.3.5 


Look  to  the  ABN/LASALLE  group.  ..the  symbol  of  global  reach.  What  started  in  1824 
as  a  Dutch  trading  company  has  grown  into  Algemene  Bank  Nederland  N.V.,  a  $67 
billion  banking  network  of  more  than  900  offices  in  43  countries  on  6  continents. 

Global  power.  We  are  deeply  rooted  in  the  business  culture  of  each  country  with 
full-service  indigenous  banks.  Domestic  power.  We  are  a  major  presence  in  North 
America  with  13  offices  in  the  U.S.  and  Canada. 

Comprehensive  financial  services.  Whether  your  needs  include  corporate  and 
trade  finance,  treasury,  capital  markets,  trust  or  security  and  syndication  services, 
call  your  nearby  office.  Or  contact  Peter  Casey,  ABN/LASALLE  North  America,  Inc., 
135  South  LaSalle  Street,  Chicago.  IL  60603.  Phone  1-800-845-8884. 
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ABN  O  LASALLE 


ABN  Bank  offices  are  in  Atlanta  Boston  Chicago  Houston  Los  Angeles  Miami  Montreal  New  York  Pittsburgh,  San  Francisco  Seattle  Toronto,  and  Vancouver 
LaSalle  National  Corp   Chicago  is  a  subsidiary  of  Algemene  Bank  Nederland  N  V         ©  1988  ABN  LASALLE  North  America  Inc 
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itied  Brands  Co.,  the  world's  largest 
banana  producer,  has  been  restored  to 
golden  goodness  by  big-time  investor  Carl 
Lindner.  But  small-timers  beware — the 
tastiest  fruit  may  be  gone. 

Ripe  banana 


By  Kerry  Hannon 


Carl  Lindner  has  done  it  again. 
The  68-year-old  Cincinnati 
billionaire  has  spent  the  last 
five  years  streamlining  United  Brands 
Co.,  the  debt-ridden  successor  to  the 
old  United  Fruit  company, 
and  it  is  paying  off. 

Last  year,  on  revenues  of 
S3. 2  billion,  the  Cincinnati- 
based  company  chalked  up 
record  profits  of  $59.4  mil- 
lion, virtually  all  because  of 
the  booming  banana  busi- 
ness. Lindner  had  used  his 
privately  held  insurance 
company,  American  Finan- 
cial Corp.,  to  buy  up  87%  of 
United  Brands'  outstanding 
shares  and  installed  himself 
as  chief  executive. 

Lindner  has  proved  to  be  as 
good  a  manager  as  he  is  a 
stock  picker.  In  1982,  after 
nearly  a  decade  of  manage- 
ment upheaval,  failed  diver- 
sification attempts  and  alle- 
gations of  bribery,  the  com- 
pany  recorded   a   whopping 
loss   of   $167.3    million   on 
sales  of  $2.4  billion.  Lindner 
whipped  it  firmly  back  into 
the  black.  Since   1985  cash 
flow  has  doubled  (to  $6.10  per  share). 
In  the  last  three  years  earnings  have 
nearly  tripled,  and  in  the  last  year 
debt  expense  has  been  shaved  by  40% . 
No  less  cheering,  in  the  long  run,  its 
widely  recognized  Chiquita  brand  has 
Mined  leadership  in  the  U.S.  ba- 
from  Castle  &  Cooke's 
n,  which  had  edged  into 
k  in  the  early  Seventies, 
of  the  $3.1  billion 
•Id  bana:  ket. 

of  bananas — 4.4  billion 
nquitas  last  year  ak-ne, 


billion  pounds  a  decade 
part   to  health-con- 


up  from  3.7 
ago.  Owing  in 
scious  diets  that  value  the  banana  as  a 
rich  source  of  potassium,  Americans 
now  consume  over  25  pounds  of  ba- 
nanas per  person  each  year,  up  from 
1 7  pounds  less  than  ten  years  ago. 


\ 
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The  turnaround  at  United  Brands  is 
also  the  result  of  radical  surgery. 
Lindner  disposed  of  the  company's 
soft  drink,  domestic  lettuce,  interna- 
tional telecommunications,  U.K.  pro- 
duce and  domestic  animal  feeds  busi- 
nesses. Total  proceeds:  $255  million. 
He  cut  overhead  by  moving  company 
headquarters  from  New  York  to  his 
Ohio  base  of  operations.  Finally,  he 
hired  his  son  Keith,  28,  to  run  Chi- 
quita at  a  yearly  salary  of  $560,500. 

Where  do  the  Lindners  go  from 
here?  They  have  been  trying  to  broad- 


en the  company's  product  line  under 
the  Chiquita  brand  name.  The  compa- 
ny now  sells  a  variety  of  Chiquita 
brand  fresh  fruit  products,  including 
melons,  pineapples  and  grapefruit.  It 
has  also  begun  to  license  the  name  for 
use  by  other  companies.  For  example, 
Beech-Nut  uses  it  on  baby  food  jars. 

There  have  been  a  couple  of  prob- 
lems, most  notably  a  failed  attempt  to 
move  beyond  produce.  In  1985 
Lindner  tried  to  break  into  bitterly 
disputed  terrain,  the  supermarket 
freezer,  by  introducing  a  line  of  frozen 
fruit  pops.  That  division  lost  an  esti- 
mated $10  million  last  year.  Another 
problem  is  its  strike-plagued  meat- 
packing company,  John  Morrell  (1987 
sales,  $1.8  billion;  operating  income, 
only  $3.3  million),  where  a  nasty  year- 
long labor  dispute  was  just  settled. 

Despite  such  problems  and  the  Oc- 
tober market  collapse,  United  Brands' 
share  price  has  doubled  in  the  past 
year.  The  stock  has  recently  traded  at 
around  $55,  or  13  times  estimated 
earnings  of  $4.30,  on  the  New  York 
Stock  Exchange. 

As  far  as  it  can  go?  Banana 
consumption  is  still  up  and 
the  younger  Lindner  seems 
to  be  doing  well  in  the  execu- 
tive seat.  But  it's  doubtful 
that,  near  term,  earnings  will 
improve  as  rapidly  as  they 
have  in  the  last  three  years. 
Longer  term?  Keen  to  ac- 
quire, the  company  is  sitting 
on  more  than  $150  million  in 
cash  and  has  recently  an- 
nounced a  $125  million  debt 
offering  that  it  says  is  slotted 
for  food-related  acquisitions. 
If  wisely  chosen,  those  buys 
will  be  the  key  to  fueling  fu- 
ture earnings  growth. 

There  are  signs  that  even 
Carl  Lindner  thinks  the  giant 
banana's  fast  growth  is  over. 
With  the  stock  at  a  15-year 
high,  around  three  times  his 
average  cost,  Lindner  has  be- 
gun   to    sell    some    of    his 
shares.  Since  December  his 
stake  in  United  Brands,  val- 
ued at  $590  million  in  mid-May,  has 
dropped  from  87%  to  84%.  He  is  also 
planning  to  double  the  number  of  au- 
thorized common  shares.  That  may 
not  seem  like  much,  but  it's  a  striking 
change.   Not   so   long   ago   a   lot   of 
Lindner-watchers  thought  he  would 
take  the  company  private.  Some  ana- 
lysts now  think  there  may  soon  be 
enough  shares  in  the  market  to  make 
the  company  worth  watching  again. 

Unfortunately  for  investors,  at  the 
moment  Lindner  himself  has  proba- 
bly eaten  all  the  best  fruit.  ■ 
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f  you  want  to  sec  the  sites,  you've  come 
Lto  the  right  place. 
The  Thoroughbred  can  show  you  the  best: 
the  site  due  north  of  the  population  center; 
the  one  minutes  from  the  interstate. 

The  smartest  companies  you  know  look  to 
Norfolk  Southern's  Industrial  Development  spe- 
cialists  to  find  optimum  sites  and  transportation. 


In  record  time,  and  in  utmost  confidence, 
businesses  get  the  facts  about  communities, 
utilities,  regulations. 

Norfolk  Southern's  scouts  can  look  out  for 
your  best  interests,  and  they're  easy  to  kxate. 
Just  call  John  Anderson,  AVP,  Industrial  Devel- 
opment, at  (404)  5294591.  You'll  see.  Your  com- 
pany couldn't  have  a  better  vantage  point. 


On  The  Looorr 


NORFOLK 
SOUTHERN 

i'jhs.  \nrfitlk  Sttulbern  Carpormtinn,  tine  Commercial  Place,  NurJbBt,  It  2.1WO-JI9I.  Narfuaiand  Western  Railway (jtmpany, 
niihfi  n  Railway  ( ampymy,  and  Nortb  American  Hut  lines.  Inc.  arc  subsidiaries  of  Vurfolk  Southern  <  taporalliin. 
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TOSHIBA  PRODUCTS. 

In  today's  competitive  mar- 
ketplace, the  best-equipped  office 
can  be  summed  up  in  one  word 

Toshiba. 

The  breadth  of  our  solu- 
tions-oriented product  line 
uniquely  qualifies  us  to  serve 
every  business  need. 

From  copiers  and  printers 
to  portable  computers.  From 
disk  drives  to  facsimile  and 
telephone  systems. 

Each  is  improving  produc- 
tivity today  Each  is  capable  of 
greater  flexibility  and  expand- 
ability tomorrow 

Which  in  the  long  run 
makes  even  the  hardest  job  that 
much  easier. 

TOSHIBA  PEOPLE. 

Work  with  Toshiba  office 
products,  and  you  get  a  com- 
petitive edge— the  people 
behind  them. 

Toshiba  people  are  spe- 
cialists, skilled  in  such  fields  as 
research  and  development, 
manufacturing,  national  dis- 
tribution and  full-service  sup- 
port. They  make  the  Toshiba 
difference. 

To  learn  more  about  any  of 
Toshibas  office  products,  call 
1-800-527-1557 

Then  talk  to  our  people. 
Along  with  our  products,  they 
can  make  any  business  relation- 
ship more  successful. 


In  Touch  with  Tomorrow 

TOSHIBA 


'iivates  Greyhound's  valuable  as- 
John  Teets  must  keep  his  rifle  loaded 
against  hostile  Wall  Street  Indians. 


Under  the  gun 


By  Hare  Be auchamp 


'   ■■  •    h  bn  Teets 
I  raider  draws  his  sword,  I'm  going  to  draw  mine.' 


John  Teets,  Greyhound  Corp.'s 
rangy,  54-year-old  chairman, 
says  he  feels  like  an  old-time 
pioneer,  threatened  by  Indians. 
"These  days,"  he  says,  "any  multi- 
industry  company  is  on  everybody's 
[computer]  screen.  It  reminds  me  of 
the  days  when  you  plowed  the  field 
with  a  gun  on  your  shoulder." 

The  Indians  who  worry  Teets  pitch 
their  tepees  on  Wall  Street.  The  scalps 
they  collect  belonged  to  corporate 
managers  vulnerable  to  their  raids. 

Teets  appears  somewhat  vulnera- 
ble. Since  becoming  chairman  in  1982 
he  has  transformed  $2.5  billion  (1987 
revenues)  Greyhound.  Gone  is  the  old 
bus  business.  Greyhound  now  focuses 
on  four  business  lines:  consumer 
products,  services,  transportation 
manufacturing,  and  financial  ser- 
vices. Problem  is,  Greyhound's  stock, 
recently  around  $27,  trades  at  only 
9%  above  the  company's  understated 
book  value,  only  1 1  times  estimated 
1988  per-share  earnings.  Amid  take- 
over rumors  last  summer  Teets  told 
senior  management,  according  to  one 
insider,  that  if  someone  offered  $50  a 
share,  "it  would  be  good-bye,  Grey- 
hound." 

Why  would  anyone  offer  almost 
double  the  market  price  for  this  com- 
pany? For  its  assets.  Greyhound's 
$866  million  (sales)  consumer  prod- 
ucts division  sells  such  household 
names  as  Dial  soap,  Purex  laundry 
detergent  and  Brillo  steel-wool  soap 
pads.  The  $1.1  billion  (revenues)  ser- 
vices group  includes  Premier  Cruise 
Lines,  the  "official"  cruise  line  of  Dis- 
ney World,  and  Travelers  Express,  the 
nation's  leading  issuer  of  money  or- 
ders and  processor  of  shared  drafts, 
used  by  credit  union  members.  Grey- 
hound's $272  million  (sales)  transpor- 
tation manufacturing  group  is  the 
leading  maker  of  intercity  buses  and 
dominates  the  parts  business. 

There's  more:  When  Teets  sold  the 
bus  line,  he  kept  some  20  terminals. 
With  many  on  choice  real  estate,  they 
are  worth  an  estimated  $100  million, 
much  more  if  developed. 

To  get  the  stock  price  up  to  where  a 
takeover  would  not  make  sense, 
Teets  clearly  must  improve  Grey- 
hound's earnings.  That's  no  mean 
challenge.  In  consumer  goods  Grey- 
hound faces  competition  from  the 
"big  boys,"  as  Dial  Corp.  President 
Andrew  Patti  calls  them — Procter  & 
Gamble,  Colgate-Palmolive  and  Uni- 
lever. In  recent  months  Dial  has 
rolled  out  several  new  products  that 
are  selling  well.  Among  them  are  Liq- 
uid Dial  antibacterial  soap  and  Lunch 
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The  power  of  foresight. 

W)rldwide. 

In  a  complex  world  where  even  the  slightest  changes  in 
economic  factors  can  have  widespread  repercussions,  foresight  is 
essential.  As  the  top-ranking  European  bank  firmly  established 
among  the  world's  leaders,  BNP  puts  its  intimate  knowledge  of 
world  economies  to  work  for  you. 

With  offices  in  74  countries,  BNP  monitors  interna- 
tional markets  24  hours  a  day,  gathering  and  analysing 
up-to-the-minute  data  to  keep  you  fully  abreast  of  market 
changes.  With  a  specialized  teleprocessing  network  and  one  of 
Europe's  most  advanced  trading  rooms,  BNP  offers  clients  the 
advantage    of   constantly    updated,    clear    ^___^=^^_^^^ 


and  precise  market  reports  to  help  them    5    =     5     "^  S 

determine  the  right  moment  to  act,  in    5    5  |^  s 

Europe...     and     throughout     the     world.    ^ ~~ ""~~ 


Banque  Nationale  de  ParkWorld  banking  is  our  business. 


Call  Ford's 
Truck  Hotline 


about  Ford's 
hot  truck  line! 

Call1-800-FORD-1ST 

and  Join  theWxkfbrce! 


The  Rio  Grande 
Cutthroat  Trout 
are  biting 
at  Forbes 
Magazine's 
400squaremile 
Trinchera  Ranch 
in  the  Colorado 
Rockies-arid 
invited  to 


Villi  P9 


Plf 

(JPSm  I 


One  of  the  rarest  sporting 
fish  in  the  U.S.,  the  Rio 
Grande  Cutthroat  Trout, 
as  well  as  the  Yellowstone 
Cutthroat,  Rainbow  and  Brook 
Trouts  are  all  native  to  our 
streams  and  waiting  for  dedi- 
cated and  amateur  anglers  to 
hook-up  with  'cm  at  the  Forbes 
Trinchera  in  Southern  Colorado. 

For  full  details  on  how  you  can 
spend  a  few  spectacular  days 

be  bring  a  favorite  client  ?  I 
in  this  magnificent  setting,  call: 
Fishing  Manager 

Forbes  Trinchera 


Ranch 


Fort  Garland,  CO  81 133 
''19  379-3263 


Buckets,  a  line  of  microwavable 
meals  with  a  two-year  shelf  life.  Early 
results  are  encouraging:  Dial's  profits 
rose  22%  last  year. 

To  expand  his  services  business, 
Teets  has  emphasized  the  aviation 
and  leisure  industries.  Greyhound's 
institutional  food  service  business 
has  been  hurt  as  General  Motors,  a  big 
customer,  closed  plants.  Late  last  year 
Teets  paid  $390  million  for  Dobbs 
International  Services  and  Dobbs 
Houses,  which  prepare  200,000  in- 
flight meals  each  day  for  more  than  60 
airlines  and  also  operate  restaurants, 
bars  and  gift  shops  at  19  major  U.S. 
airports.  Teets  is  also  cautiously  ex- 
panding Greyhound's  cruise  ship 
business.  Premier  Cruise  Lines'  two 
ships,  which  sail  between  Port  Canav- 
eral and  the  Bahamas,  are  fully 
booked.  So  Teets  has  leased  a  third 
ship,  due  to  begin  service  in  late  fall. 

The  outlook  for  the  bus  building 


Greyhound's  stock,  recent- 
ly around  $27,  trades  at 
only  9%  above  book  value, 
11  times  estimated  1988 
per-share  earnings. 
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business  is  mixed.  Demand  for  char- 
ter buses  is  strong,  but  the  market  for 
long-haul  intercity  buses  is  soft.  The 
prospects  for  Greyhound's  transit  bus 
business,  bought  from  GM  last  year, 
rely  on  government  purse  strings.  The 
high-margin  bus  parts  business,  how- 
ever, could  grow  this  year  to  over 
SI 00  million  in  revenues. 

Teets  has  scaled  back  Greyhound's 
troubled  financial  services  business. 
Verex,  the  moneylosing  mortgage  in- 
surer, has  been  discontinued.  The  fi- 
nancial group  now  specializes  in  as- 
set-based financing  for  mid-size  com- 
panies. To  run  it,  Teets  tapped 
Samuel  Eichenfield,  one  of  Grey- 
hound's best  managers. 

In  his  wood-paneled  office  19  sto- 
ries above  downtown  Phoenix,  Teets 
rearranges  his  muscular  6-foot-2 
frame.  He  makes  it  clear  that  he  is 
determined  to  realize  for  shareholders 
the  value  inherent  in  all  these  assets. 
"If  [a  raider)  draws  his  sword,  I'm  go- 
ing to  draw  mine,"  he  tells  Forbes. 
"And  I  hope  he  draws  a  long  one." 

Before  dueling  with  him,  potential 
raiders  might  do  well  to  talk  with 
some  of  Greyhound's  former  bus 
drivers.  In  1983  they  went  on  strike 
when  Teets  demanded  wage  cuts. 
The  strike  turned  violent,  but  Teets 
kept  the  buses  running.  After  seven 
weeks,  drivers  accepted  Teets'  terms. 
Potential  raiders  can  expect  m 
more  mercy.  ■ 
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MICHIGAN 
IS  KNOWN  FOR 
ITS  BEAUTIFUL  WOODS. 

There  are  two  entirely  different  kinds  of  woods  thriving  in  Michigan's  climate.  The  lush, 
beautiful  forest  kind.  And  the  kind  that  comes  from  the  hardwood  dimension  industry.  Since 
1981,  $1.5  billion  have  been  invested  in  Michigan  by  forest  products  companies.  ■  Why 
Michigan?  Well,  for  one  thing,  this  is  where  the  resources  are.  Donald  LeBoeuf,  President, 
Cedar  River  Lumber  Co.  in  Powers  said,  "We  get  about  90%  of  the  timber  we  use  each  year 
here  in  Michigan."  And,  of  course,  there's  Michigan's  location.  Ronald  Hees,  President,  Cus- 
tom Forest  Products,  Inc.  in  Grayling  said,  "We  have  good  access  from  Michigan  to  markets 
throughout  the  United  States."  In  addition,  Michigan  has  a  trained  woodworking  labor  force 
who  work  at  competitive  rates.  ■  There  are  a  lot  of  other  reasons  why  Michigan  works  for  the 
wood  industry  —  too  many  to  go  into  here,  however  So  for  more  information,  please  call 
(517)  373-8495  or  write  Doug  Ross,  Director,  Michigan  Department  of  Commerce,  525  W 
Ottawa,  Lansing,  Ml  48909.  And  find  out  W/T^T)  T7  A  T  Q/^\ 
why  Michigan's  woods  are  so  beautiful       \y    Rj    Fx  1  j    A  1  il  7\  / 

KNOWN  FOR  OUR 
BEAUTIFUL  WOOD. 


MICHIGAN 

The  future.  We're  making  more  of  it  here. 


"IT'S  DECIDED 
WE  GO  WITH  THE  NUMBER  ONE 
DIGITAL  PBX  IN  THE  WORLD- 
NORTHERN  TELECOM'S." 


0 

E 


st  year,  more  PBX  buyers  chose  Northern  Telecom 
AT&T,  IBM,  NEC  or  anyone  else. This  according  to  an 
Dendent  research  company  whose  job  is  finding  the 
Today  Northern  Telecom  Meridian*  SL-1*  and  SL-100* 
;  provide  more  than  a  third  of  the  digital  PBX  lines 
i  world.  And  that's  more  than  anyone  else,  too. 
shind  the  numbers  are  thousands  of  businesses, 
;rsities,  government  agencies,  hospitals-all  kinds  of 
nizations— that  trust  Northern  Telecom.  They  know 


n* 


that  an  investment  in  a  Northern  Telecom  Meridian  PBX 
is  an  investment  in  the  future,  because  we  design  PBXs 
to  be  upgraded  not  traded.  Every  Meridian  SL-1  ever 
made  can  be  expanded  (from  30  lines  to  thousands) 
and  equipped  with  advanced  ISDN  features.  And  through 
Meridian  Customer  Defined  Networking*  each  can  be 
part  of  a  unified  corporate  information  network. 

For  all  the  facts  and  features  you  need  to  decide  on 
Northern  Telecom,  call  1-800-328-8800. 


northern 
telecom 


LEADING  DIGITAL  PBX  SUPPLIERS  1987 

(MiBionsof  lines  Shipped  Worldwide) 
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IRKING 
FROM  NORTHERN  TELE 


nly  last  year  Northwest  Airlines  was  a 
ime  example  of  how  bad  an  airline  can 
he.  But  things  are  better  now.  Its  perfor- 
mance is  just  about  average. 

Been  down  so  long 

it  looks  like 

up  to  me 


By  Rick  Reiff 


No    self-respecting    company 
strives  for  mediocrity,  but  for 
Northwest  Airlines  that  is  def- 
initely a  step  in  the  right  direction. 

After  all,  in  1987  $5.1  billion  (reve- 
nues) Northwest  ranked  at  or  near  the 
bottom  in  just  about  every  measure  of 
airline  service,  all  because  of  its  inept- 
ly executed  October  1986  merger 
with  Republic  Airlines.  Northwest 
was  fighting  with  its  unions  and  its 
passengers  in  equal  measure.  North- 
west expected  to  benefit  from  Repub- 
lic's lower  wage  scale,  but  this  sharply 
two-tiered  pay  system  backfired.  Ma- 
chinists staged  a  slowdown;  nearly 
half  of  all  flights  were  late  in  some 
cities  as  a  consequence.  In  Detroit,  a 
major  hub,  guerrilla  baggage  handlers 
misrouted  luggage,  creating 
more  ill  will. 

Then  tragedy:  A  North- 
west flight  crew  failed  to  set 
wing  slats  on  their  MD-80, 
causing  the  August  1987 
crash  that  killed  156  people 
on  takeoff  from  Detroit.  Lit- 
tle wonder  that  many  people 
still  call  the  airline  "North- 
worst." 

Northwest  is  still  no  thing 
of  beauty.  But  what  a  differ- 
ence a  year  makes.  Customer 
complaints  to  the  U.S.  De- 
partment of  Transportation, 
which  ran  as  high  as  1  ,585  a 
ih  last  year,  dropp 'd  to 
'.  better  thai,  five 
sonapercei 
hwest     han 
effi 


with  less  than  65%  last  winter.  Over- 
all service?  Avmark,  an  aviation  con- 
sulting firm,  ranks  Northwest  ninth 
among  14  big  carriers,  up  from  last  in 
October. 

"That's  back  in  business  in  terms  of 
customer  service,"  says  Steven  G. 
Rothmeier,  41,  chairman  and  chief 
executive  officer  of  NWA  Inc.,  North- 
west's parent.  The  industry-leading 
decision  in  March  to  ban  smoking  on 
all  domestic  flights,  he  says,  has 
drawn  nine  compliments  for  every 
complaint. 

lust  as  important,  Northwest  has 
spent  more  than  $50  million  on  new 
ticket  counters,  moving  walkways, 
ramps  and  baggage-handling  facilities 
in  Detroit  and  another  $40  million 
upgrading  hubs  in  Minneapolis, 
Memphis  and  Milwaukee. 
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nC  Rothmeier,  chief  executive  <>/  \\\  \  fnc 
'Sack  in  business  in  terms  of  customer  service. 


Rothmeier,  a  military  history  buff 
and  weightlifter  known  for  a  hard- 
nosed  management  style,  also  is  com- 
ing to  terms  with  his  34,000  employ- 
ees. Some  gestures  are  symbolic:  The 
company's  new,  campuslike  head- 
quarters in  Eagan,  Minn,  has  doors  on 
the  toilet  stalls;  the  old  office  didn't 
because  a  Rothmeier  predecessor, 
Donald  Nyrop,  believed  they  encour- 
aged malingering. 

More  important,  in  April  North- 
west signed  a  new,  five-year  contract 
with  flight  attendants  and  negotiated 
a  still-unratified  four-year  agreement 
with  machinists.  Pilots  appear  headed 
for  a  new  contract  by  this  fall. 

The  new  pacts  have  something  for 
everyone.  Northwest  employees  re- 
ceive an  average  3%  in  wage  in- 
creases, while  Republic  workers  get 
close  to  20%  increases,  creating  one 
pay  scale  for  all  veteran  workers.  In 
return,  the  unions  accept  more  flexi- 
ble work  rules  and  lower  pay  for  new 
hires.  And  they  are  resolving  seniority 
issues  that  have  blocked  integration 
of  the  two  airlines.  Before  this,  flight 
crew  members  from  the  respective 
airlines  couldn't  work  on  each  other's 
planes.  Although  costs  will  rise  ini- 
tially, Rothmeier  says  the  new  pacts 
eventually  should  add  as  much  as  $2  a 
share  to  earnings. 

Northwest  is  already  safely  profit- 
able. Net  income  rose  34%  last  year, 
to  a  record  $103  million,  or  $3.59  a* 
share.  Trouble  is  that  its  7%  return  on 
shareholders'  equity  still  trails  indus- 
try leader  Delta's.  14%.  Northwest 
had  a  worse  than  usual  first-quarter 
loss,  of  $43.5  million.  But  its  profit- 
able cargo  business  is  bene- 
fiting from  a  surge  in  exports, 
and  traffic  on  its  busy  trans- 
pacific routes  is  up  23%. 

The  opportunity?  An  un- 
derstandable laggard  in  all 
this  is  Northwest  stock. 
Trading  recently  near  40,  it  is 
still  28%  below  precrash  lev- 
els, compared  with  an  indus- 
try decline  of  an  average 
18%.  A  lingering  perception 
of  ineptitude  and  labor  un- 
rest doesn't  help.  But  North- 
west seems  finally  to  be  tak- 
ing care  of  business,  spend- 
ing money  where  it  needs  to 
and  polishing  its  image  with 
badly  bruised  passengers  and 
employees. 

On  a  scale  of  100,  Roth- 
meier candidly  gives  the 
merged  airline  a  75  these 
days.  He's  not  bragging,  but 
he  does  seem  a  bit  relieved. 
And  the  outlook  is  for  a 
steadily  improving  score.  ■ 


Thorrus  PetersorvQuest 
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Most  chief  executives  voice  contempt  for  the  ^;ningv 


a  growth  curve  for  the  long 
term    without    doing    what    we're 

short-term  view  of  the  financial  markets,  doing<" Sir  Paul<  61< told  Forbes  ^ a 
yet  still  cater  to  it.  Here's  one  who  doesnt. 


Never  mind 
the  analysts 


By  Gary  Slutsker 


Among  the  world's  drugmak- 
ers,  fourth-place  Glaxo  Hold- 
i  ings  Pic.  (1987  sales,  $3.2  bil- 
lion) is  hardly  the  most  beloved.  At 
163/4  per  share,  its  stock  hovers  near 
its  October  crash  low,  and  analysts 
gripe  that  the  company's  manage- 
ment has  been  altogether  too  casual 
about  providing  income  and  product 
information. 

In  response  to  such  discontent, 
Glaxo  Chairman  Sir  Paul  Girolami 
seems  to  do  little  more  than  smile 
benignly  and  shrug.  Girolami,  the  son 
of  a  Venetian  mosaicist,  caters  nei- 
ther to  analysts'  anxieties  about  quar- 
terly earnings  nor  their  appetites  for 
product  news.  Under  Girolami,  Lon- 
don-based Glaxo  doesn't 
"manage"  its  earnings  and 
has  $2  billion  in  cash  mark- 
ing time  in  nothing  more  ex- 
citing than  government 
bonds.  Until  a  few  months 
before  the  firm  listed  its 
shares  in  New  York  and  To- 
kyo, in  June  1987,  it  didn't 
even  discuss  drugs  in  devel- 
opment. Financial  results  are 
reported  only  twice  a  year 
and  are  based  on  the  value  of 
the  pound  on  the  last  day  of 
each  period;  some  U.K.  firms 
use  an  average  rate. 

Girolami's  attention  is  fo- 
cused, not  on  the  stock  mar- 
ket, but  on  drug  markets  in 
the  1990s.  Now  Girolami  is 
taking  profits — over  $4  bil- 
lion all  told — from  Zantac, 
the  company's  mainstay  an- 
tiulcer drug,  and  putting 
them  into  research  and  de- 
velopment over  the  next  five 
years.  Glaxo,  whose  business 
is     100%     in     prescription 


drugs,  will  use  the  money  to  build 
research  facilities  around  the  world, 
to  discover  new  drugs  and  to  commer- 
cialize those  in  development,  from  a 
novel  antimigraine  to  a  new  com- 
pound that  prevents  vomiting  associ- 
ated with  chemotherapy. 

Most  major  pharmaceutical  compa- 
nies have  been  expanding  their  re- 
search efforts  lately.  But  none  has 
come  close  to  Glaxo's  pace  of  pump- 
ing profits  back  into  research  and  de- 
velopment. This  year  Glaxo  will 
spend  $420  million  on  research,  up 
nearly  tenfold  in  less  than  a  decade. 
Within  five  years  Glaxo's  research 
program  will  be  second  only  to 
Merck's,  a  firm  one  and  a  half  times 
Glaxo's  size. 

"I  don't  see  any  other  way  of  main- 


Andreas  HeumarvManagemem  Today 


Sir  Paul  Girolami  of  Glaxo  Holdings 
Analysts?  Let  'em  eat  Zantac. 


rare  interview.  "What  would  be  wor- 
rying is  if  we  treated  the  company  as  a 
cash  cow.  That  would  lead  to  a  de- 
cline that  would  be  very  difficult  to 
reverse.  I've  no  intention  of  seeing  a 
decline  set  in." 

Sir  Paul  is  not  repeating  the  mis- 
takes of  archrival  SmithKline,  which 
squandered  early  profits  from  Taga- 
met, its  own  ulcer  drug,  on  an  ill-fated 
diversification  move.  Then  Glaxo 
stole  the  market  with  Zantac,  now 
the  world's  bestselling  prescription 
drug.  SmithKline,  meanwhile,  went 
through  the  1980s  with  no  significant 
new  drugs  emerging  from  its  labs. 

By  contrast,  Glaxo  now  is  taking 
major  risks,  most  of  which  won't  be- 
gin to  pay  off  for  many  years,  if  ever. 
Take  its  promising  new  antimigraine 
drug,  which  won't  hit  the  regulatory 
agencies  before  early  1990.  Though 
some  analysts  think  the  drug  could 
become  a  $1  billion  seller,  nobody 
knows  for  certain  because  migraines 
go  largely  untreated.  Instead  of  calling 
a  doctor,  most  sufferers  just  take  aspi- 
rin and  go  to  bed. 

Glaxo  is  also  working  hard — in  the 
U.K.  and  in  a  new  facility  in  Research 
Triangle  Park,  N.C. — to  come  up  with 
much-needed  cardiovascular  drugs, 
including  ones  that  treat  hyperten- 
sion and  congestive  heart  failure.  In 
the  high-risk  ethical  drug  business, 
this  is  an  especially  high-risk  project. 
It's  a  big  market,  and  several  drug 
companies  are  in  it. 

Not  everybody  sees  the 
wisdom  of  Glaxo's  planning. 
Analysts  have  sniped  at 
plans  to  spend  $1  billion  on 
new  research  headquarters  in 
Stevenage  that  will  replace 
an  antiquated  U.K.  lab.  The 
sniping  irritates  Glaxo's  new 
research  director,  Richard 
Sykes,  who  heard  no  such 
groans  when  his  previous 
employer,  Squibb,  an- 
nounced similarly  large- 
scale  construction  plans. 
"Here,  you  build  a  toilet  and 
they  go  crazy,"  says  Sykes. 
"This  is  a  facility  that  will 
keep  us  in  the  business  for 
the  next  20  to  30  years." 

Until  the  advent  of  Zantac, 
Glaxo  was  the  stereotype  of  a 
British  drug  company — 
strong  research,  weak  mar- 
keting. As  recently  as  1982 
Glaxo  sold  more  drugs  in  Ni- 
geria than  it  did  in  the  U.S. 
Then  Glaxo  expanded  its 
sales  forces  around  the  world 
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tagers  free  rein.  In 
.   succeeded  with 
nsation  for  top  salesmen 
rive  marketing  schemes 
like  striking  a  deal  with  Hoffmann-La 
Roche  to  put  the  latter's  sales  force 
behind  Zantac.  Less  successful  are 
marketing  units  in  France,  West  Ger- 
many, Japan  and  Spain. 

"We're  building  one  of  the  largest, 
most  effective  commercial  infrastruc- 
tures in  the  pharmaceutical  industry 
for  the  products  we  expect  to  receive 
in  the  Nineties,"  says  Bernard  Taylor, 
Glaxo's  chief  executive  and  the  likely 
successor  to  Sir  Paul.  "And  if  we've 


got  that  wrong,  then  you  will  see  the 
full  size  of  the  risk,  because  we'll  have 
in  place  and  ready  to  go  commercial 
operations  which  are  too  big  for  the 
established  products." 

That  sort  of  risk-taking  helps  ex- 
plain why  investors  currently  accord 
Glaxo  a  P/E  multiple  of  9  times  pro- 
jected 1989  earnings,  versus  a  P/E  of 
1 1  for  the  drug  group  composite,  ac- 
cording to  Jo  Walton  of  Shearson  Leh- 
man Hutton  in  London.  The  last  time 
the  stock  market  understated  Glaxo's 
prospects  so  starkly — in  1972 — Bee- 
cham  Group,  a  competitor,  tried  to 
take  it  over.  There  were  counteroffers, 


Glaxo  restructured,  and  ultimately  the 
acquisition  was  denied  by  the  Monopo- 
lies Commission.  But  there  are  paral- 
lels, even  at  the  present  market  capital- 
ization of  $  1 2  billion.  Sir  Paul  explains: 
"We  were  not  given  credit  for  what  was 
in  the  pipeline  then,  any  more  than  we 
are  now.  And  therefore  there  was  a  sort 
of  financial  opportunism  which  Bee- 
cham  saw,  and  I  think  they  were  clever 
in  seeing  it." 

Are  today's  investors  failing  to  see 
the  same  long-term  growth  opportu- 
nity that  Beecham  Group  spotted  16 
years  ago  but  couldn't  cash  in  on?  It 
would  seem  so.  ■ 


A  case  where  the  Sierra  Club,  defender  of 
the  environment,  is  guilty  of  polluting. 


New  definitions 
of  crime 


By  Ronald  Bailey 


When  asked  why  the  Sierra 
Club  is  publishing  Corporate 
Chine  and  Violence  Big  Busi- 
ness Power  and  the  Abuse  of  the  I'nblic 
Trust*  Brian  Erwin,.a  club  spokesman, 
said,  "I  guess  that  this  is  going  to 
sound  terribly  Califomian,  but  the 
club  really  does  have  a  holistic  view 
of  its  role  in  the  environment."  In  the 
Sierra  Club's  "holistic  view,"  private 
business  is  apparently  considered  a 
criminal  occupation,  far  worse  than 
mugging,  rape  or  armed  robbery.  Are 
we  exaggerating?  Not  at  all.  Russell 
Mokhibcr's  self-righteous  screed, 
published  by  the  Sierra  people,  states: 
"Corporate  activities  .  .  .  have  inflict- 
ed more  damage  by  iai  upon  the  hu- 
man community  than  the  crimes 
committed  by  human  beings  roaming 
reets." 

er    worked    tor    years    on 
r's    Corporate   Account- 
Group.  He  is  now 
Ut       me  Reporter. 
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His  world  view  is  informed  by  a  wa- 
tered-down version  of  Marxism  mas- 
querading as  militant  consumerism. 

Among  the  crimes  Mokhiber  accus- 
es corporations  of  are  price-fixing,  un- 
safe working  conditions,  the  manu- 
facture of  unsafe  foods  and  drugs,  for- 
eign bribes,  environmental  pollution, 
and  even  homicide.  The  penalties  lev- 
ied for  such  crimes  are  not  sufficient- 
ly harsh  to  suit  Mokhiber.  He  in- 
cludes in  "corporate  crime"  any  be- 
havior of  which  he  disapproves,  e.g., 
selling  cigarettes  (even  though  con- 
sumers want  them)  or  cars  without  air 
bags  (even  though  consumers  don't 
want  to  pay  for  them). 

Any  time  a  corporation  wins  a  court 
case,  this  book  suggests  that  it  did  so 
only  because  it  deployed  superior  le- 
gal resources — not  because  it  was 
right.  Furthermore,  Mokhiber  insinu- 
ates that  whenever  a  regulatory  agen- 
cy "lets  off"  a  company,  something 
underhanded,  even  corrupt,  may  have 
happened.  Out-of-court  settlements 
and  consent  decrees — both  normal 
and  desirable  legal  procedures — are 
portrayed  as  surrenders  to  corporate 
power  and  influence.  Mokhiber  ar- 


gues that  the  legal  system  is  biased  in 
favor  of  corporations.  That  statement 
will  surprise  most  business  people 
who  have  tried  defending  themselves 
in  a  liability  case. 

To  correct  the  problem  of  "corpo- 
rate crime,"  Mokhiber  has  drafted  a 
sweeping  50-point  program.  For  ex- 
ample, he  suggests  that  Congress  en- 
act a  federal  homicide  statute.  What 
does  he  mean  by  homicide?  Who  are 
the  killers?  Manville,  the  tobacco 
companies  and  A.H.  Robins.  In  anoth- 
er proposal,  he  would  redefine  the 
rights  of  corporations,  perhaps  allow- 
ing prosecutors  to  engage  in  the  en- 
trapment of  corporations. 

Of  course,  some  businessmen  have 
committed  crimes.  But  many  of  the 
cases  cited  by  Mokhiber  illustrate  the 
carelessness  and  lack  of  accountabil- 
ity inherent  in  any  bureaucracy.  Such 
instances  are  treated  as  cases  of  negli- 
gence and  are  dealt  with  in  our  civil 
courts  where  the  victims  are  compen- 
sated, as  they  should  be,  for  the  harm 
caused  them. 

In  our  view,  Mokhiber  is  himself 
guilty  of  criminal  behavior — and  the 
high-minded  Sierra  Club  is  his  ac- 
complice in  crime.  The  book  serious- 
ly distorts  the  facts.  Although  he  does 
provide  a  few  notorious  examples  of 
crime  by  U.S.  business,  Mokhiber 
slips  abroad  and  into  the  past  to  men- 
tion the  tragedy  of  thalidomide  (Eu 
rope)  and  Minamata  disease  (mercury 
poisoning  in  Japan).  He  admitted  in  an 
interview  that  the  U.S.  "has  a  higher 
degree  of  control  over  corporate  be- 
havior than  overseas,"  which  he 
attributes  to  the  existence  here  of  "a 
more  progressive  consumer  and  envi- 
ronmental movement."  But  this  isn't 
what  he  says  in  the  book.  Such  mod- 
eration wouldn't  sell,  would  it? 

If  they  take  so  'holistic'  an  approach 
to  the  environment,  why  then  are  the 
Sierra  Club  folks  polluting  the  intel- 
lectual landscape  with  garbage  like 
this?  ■ 
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"Financings  can  be  complex. 
Dealing  with  us  isn't" 


"At  MetCredit  we  not  only  understand 
the  complexities  of  equipment  financing  — 
we  work  to  make  the  process  easy  for  our 
customers.  It  starts  with  the  attentive, 
knowledgeable  service  of  our  salespeople. 
And,  it  continues  with  the  support  and  follow- 
through  of  our  team  of  operations  profes- 
sionals. A  team  dedicated  to  service." 

"Our  approach  in  operations  is  to  under- 
stand the  customer's  needs  and  provide  the 
documentation  and  support  services  that 
make  the  process  as  smooth  and  efficient  as 
possible.  It  means  that  each  team  member 
has  to  be  attuned  to  the  changing  needs  of 
the  market,  and  focused  on  delivering  a  quali- 
ty product.  We  believe  this  straightforward 
and  responsive  style  of  business  is  a  primary 
reason  so  many  of  our  customers  return  to 
MetCredit  as  a  preferred  source  for  their 
equipment  financing  needs." 

MetCredit  is  the  established  source 
for  quality  equipment  financing  — 
now  and  in  the  future.  Give  us  a 
call.  For  solutions  that  make 
financial  sense,  we're  the 
logical  choice. 


William  0.  Lucas 
Senior  Vice  President, 
Operations 
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Science  &  Technology 


Edited  by  Gary  Slutsker 

The  physical  fitness  craze  is  creating  a  lot 
of  business  for  purveyors  of  sports  medi- 
cine and  related  equipment.  It  is  also  fos- 
tering a  lot  of  opportunists. 

Medicine's  $10 
billion  bonanza 


By  Richard  Behar 


** 


Jules  Allen 


Y1  ou  name  it,  we've  got  it,"  says 
a  physical  therapist  standing 
amid  a  roomful  of  chrome  and 
Naugahyde  exercise  gear  in  a  New 
Jersey  "sports  medicine"  clinic.  The 
sprawling  East  Rutherford  facility, 
Meadowlands  Professional  Sportscare 
Inc.,  rehabilitates  everything  from 
runner's  knee  to  a  wrenched  back  and 
shows  plainly  enough  why  being  in- 
jured has  never  been  more  fun. 

Here  in  East  Rutherford  we  find  one 
patient  absentmindedly  pumping  iron 
on  a  $35,000  Cybex  Inc.  computerized 
muscle  strengthener,  while  another 
uses  a  computerized  rowing  machine 
with  a  screen  display  that  calls  to 
mind  a  video  game.  Off  in  a  corner,  a 
man  with  a  bad  knee  splashes  happily 
in  a  $35,000  Aqua  Ark,  suspended  by 
straps  in  what  looks  like  an  aquarium 
for  humans. 

Impressive?  Get  ready  for  sports 
medicine's  dirty  little  secret.  Holding 
aloft  a  3-foot  length  of  elastic  rubber 
that  sells  for  $3  a  yard,  the  center's 
senior  therapist  declares:  "With 
imagination,  nearly  every  rehabilita- 
tive exercise  can  be  done  with  this, 
but  the  patients  wouldn't  go  for  it." 

Each  year  some  18  million  Ameri- 
cans suffer  sports-related  injuries, 
spending  up  to  $10  billion  on  rehabili- 
tative treatment — from  simple  toe 
raises  in  an  exercise  salon  to  electrical 
stimulation  therapies,  the  long-term 
medical  benefits  of  which  remain  in 
doubt.  For  now,  insurance  companies 
are  by  and  large  picking  up  the  tab. 

Meanwhile,  more  than  1,000  inde- 


pendent centers  have  sprung  up  to 
dispense  comfort  to  suffering  part- 
time  athletes,  even  as  more  profit- 
squeezed  hospitals  across  the  country 
have  begun  opening  their  own  on-site 
clinics.  Altogether,  such  facilities  last 
year  spent  upwards  of  $500  million  on 
fancy-looking,  sophisticated  equip- 
ment in  a  market  that  is  growing  at  a 
20%  clip. 

Just  how  much  of  sports  medicine 
involves  healing,  and  how  much  in- 
volves businessmen  getting  rich  by 
overselling  the  technology  to  a  self- 
indulgent  clientele?  Fair  to  ask,  espe- 
cially since  the  American  Medical  As- 
sociation does  not  recognize  sports 
medicine  as  a  legitimate  specialty. 

Not  everyone  in  the  industry  is  a 
quick-buck  artist  or  a  quack.  World- 
renowned  orthopedic  surgeons,  like 
Dr.  James  Nicholas  of  New  York's 
Lenox  Hill  Hospital,  have  built  ca- 
reers on  developing  medical  tech- 
niques for  repairing  and  rehabilitating 
sports-related  injuries.  But  expensive, 
state-of-the-art  techniques  employed 
by  experts  like  Nicholas  are  now  in- 
creasingly used  for  simple  diagnostic 
purposes  by  wet-behind-the-ears  sur- 
geons operating  out  of  suburban  shop- 
ping mall  clinics. 

Sometimes  these  clinics  have  post- 
operative "training  and  rehabilita- 
tion" centers  attached,  through 
which  patients  are  shuffled  for  weeks 
and  even  months  of  "recuperative  ex- 
ercise." The  whole  arrangement  runs 
up  huge  medical  fees,  sometimes 
reaching  $5,000  to  $10,000  for  a  mere 
sprained  ankle,  even  as  it  blurs  the 
distinction  between  genuine  medical 
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ICI  Pharmaceuticals  Group  plans  on  being  one  of  the  world's  top  five  pharmaceu- 
companies  by  the  turn  of  the  century.  To  this  end,  ICI  is  integrating  its  functions 
departments  worldwide  through  a  Digital  DECnet™  OSI  network.  According  to 
CI  Pharmaceuticals  Group  President  Bill  Lalor,  "With  Digital,  we're  automating  de- 
>artments  and  sharing  resources,  regardless  of  systems  or  where  they're  located.  R&D 
nks  up  with  the  pilot  lab,  the  production  floor  and  worldwide  marketing.  This  kind 


help: 


"A  computer  network  that 
»s  ICI  Pharmaceuticals 
share  information  world- 
wide, bringing  vital 
products  to  market  sooner." 


>f  integration  leads  to  innovation.  Better  products.  Smarter  marketing. 

"Ours  is  a  time-critical  market.  Get  there  first  with  the  right  product  and  you  win. 
'DA  approval  requires  great  volumes  of  timely  and  accurate  research  data.  Accelerate 

R&D  and  approval  process  and  you  make  vital  medical  products  available  sooner. 

"Digital  offers  us  a  flexible,  affordable  growth  path.  Their  computing  strategy  puts 
dts  on  how  we  expand  or  how  fast  we  expand." 

To  get  your  competitive  advantage  now,  write  to: 

ital  Equipment  Corporation,  200  Baker  Avenue,  West 

icord,  MA  01742 .  Or  call  your  local  Digital  sales  office. 


I  Equipment  Co 


Corporation  1988.  The  Dtgit.il  logo  and  DECnet  are  trademarks  of  Digital  Equipment  Corporation.  ICI  Pharmaceuticals  Group  is  a  business  unit  of  ICI  Americas  Inc. 
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treatment    and    that    of   a   fancified 
health  club. 

Take  arthroscopic  surgery,  called 
by  some  the  greatest  orthopedic  de- 
velopment of  the  last  50  years,  and  a 
key  to  the  sports  medicine  boom. 
Thanks  to  this  quick  and  uncompli- 
cated procedure,  in  which,  for  exam- 
ple, thin  metal  rods  are  inserted  near 
joints  to  repair  torn  cartilage,  loose 
tissue  and  bone  chips,  tens  of  thou- 
sands of  patients  have  been  spared  the 
trauma  and  long  recovery  time  of 
open  surgery.  But  now  there  is  grow- 
ing criticism  that  the  procedure, 
which  can  cost  up  to  $5,000,  is  being 
badly  overused,  especially  for  diag- 
nostic purposes. 

"Arthroscopy  is  fast  money  with 
minimal  downside,"  explains  Orrin 
Sherman,  surgeon  for  the  New  Jersey 
(basketball)  Nets.  As  Sherman  sees  it, 
arthroscopy  is  becoming  as  common 
in  some  sports  circles  as  taking  a  pa- 
tient's pulse.  Adds  Dr.  Gabe  Mirkin, 
author  of  the  SportsMedichte  B(X)k  (Lit- 
tle, Brown,  1978),  "A  16-year-old  girl 
came  to  me  recently  with  a  four-week 
history  of  knee  pain,  and  her  sports 
medicine  doctor  has  already  got  her 
scheduled  for  arthroscopy.  The  man 
should  be  in  jail." 

Mirkin  contends  that  as 
many  as  half  of  the  people 
who  call  themselves 
sports  medicine  experts 
are  not.  Cue  problem  is 
that  so  many  have 
climbed  onto  this  lucra- 
tive bandwagon.  There  are 
chiropractors,  podiatrists, 
nutritionists,  psycholo- 
gists, acupuncturists, 
even  masseurs  and  aero- 
bic dance  instructors. 
"Even  shoe  salesmen  are 
starting  to  give  advice  on 
orthotics,"  says  Neal 
Small,  a  Piano,  Tex. -based 
surgeon  who  has  treated 
athletes  ranging  from  ten- 
nis star  Evonne  Goola- 
gong  to  Dallas  Cowboy 
football  players. 

The  common  come-on 

i  all  is  technology, 
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Pro  football  star  Phil  McConkey 
demonstrates  $35,000  Aqua  Ark 
Insurance  pays,  for  now. 

nance  imaging  machine.  High  tech- 
nology, to  be  sure,  but  this  superex- 
pensive  diagnostic  tool  cannot  "cure" 
anything;  it  simply  produces  clearer 
pictures  than  conventional  X  ray  ma- 
chines can. 

Arthur  Jones  is  the  eccentric  inven- 
tor of  Nautilus  weight  training  equip- 
ment, the  mainstay  gear  in  thousands 
of  health  clubs.  But  many  doctors 
contend  that  misuse  of  Nautilus  and 
other  sophisticated  equipment  causes 
all  sorts  of  injuries.  Says  New  York 
surgeon  Sherman,  "The  weight  train- 
ing machines  are  one  of  the  biggest 
factors  we  find  in  people  coming  in 
with  injuries  to  their  backs,  shoulders 
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so- 


/  g  i  vbex  muscle  testing  and  strengthening  machine 

on  is  technology,  the  fancier  the  better. 


and  knees."  Two  years  ago  Jones  sold 
his  company  and  is  now  involved  in 
marketing  a  back  rehabilitation  ma- 
chine to  the  very  sports  medicine  in 
dustry  his  Nautilus  gear  is  helping 
supply  with  wrenched  backs. 

Jones  has  plenty  of  competition  in 
treating  injured — or  imagined  in 
jured — fitness  nuts.  Take  the  Sports 
Training  Institute  of  Manhattan.  In 
the  1970s  the  institute  offered  train- 
ing and  rehabilitation  only  to  profes 
sional  athletes.  Today  literally  any 
one  with  a  note  from  his  doctor  (tech- 
nically, an  "exercise  prescription"' 
can  sign  up  for  treatment.  Songwriter 
Stephen  Sondheim  and  real  estate 
mogul  Sam  LeFrak  show  up  three 
times  a  week,  the  latter  to  rehabilitate 
his  hip,  the  former  just  to  stay  in 
shape.  In  most  cases,  group  health 
insurance  pays  the  tab. 

Is  this  medical  practice  or  just 
gussied-up  health  club?  "There  is  no 
physician  down  there  and  there's  no 
real  medicine  involved  with  it,"  ar 
gues  Dr.  Russell  Warren,  head  ol 
sports  medicine  at  New  York's  Hospi- 
tal for  Special  Surgery.  Yet  the  expan- 
sion-minded institute  has  opened  sat- 
ellite facilities  at  the  corporate  office 
of  Morgan  Stanley  and  L.F.  Roth- 
schild. Moreover,  it  recently  signed  a 
deal  to  open  and  run  up  to  53  centers 
at  Sheraton  hotels.  Now  Wall  Street  is 
egging  on  the  institute  to  go  public. 

Other  chains  are  appearing.  Chica: 
go-based  Baxter  HealthCare  Corp 
(formerly  Baxter  Travenol 
owns  a  chain  of  40  sports 
medicine  centers  around 
the  country  and  boast: 
gross  profit  margins  oi 
35%.  A  rival,  SportsMedi 
cine  Systems,  began  its 
own  "one-stop"  chain  o: 
walk-in  centers  in  1984 
and  also  projects  40  b> 
1993. 

In  the  rush  to  employ 
ever  more  complex  diag 
nostic  and  treatment 
equipment,  people  tend  tc 
forget  to  ask  whether  the 
stuff  really  brings  the 
benefits  intended.  Take 
lateral  knee  braces.  Pre 
football  players,  trainers 
and  even  sports  announc 
ers  began  endorsing  therr 
in  the  early  1980s,  anc 
high  schools  and  colleges 
soon  began  mandating 
them  for  student  players 
Companies  like  Donjo) 
Orthopedics  and  Omn 
Scientific  have  reaped  mil 
lions  from  these  prophy 
lactic    devices,    many    oi 
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HALFTONE  photos  are  sent  in 
16  shades  of  gray 
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H2C INTERFACE 

ONAL)  lets  the 
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rand  scanner 
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BIUTY! 


SUPER  FINE  MODE  transmits 
fine  print  and  graphics  in 
high  resolution 
(203  pels/in  x  392  lines/in). 


SELECTABLE  TTI  lets  you 
personalize  transmissions  by 
printing  one  of  10  personal  or 
department  IDs 


PHONE 


ORY  RECEPTION 

5  up  to  six  incoming 
s4  when  the  paper 
ty  has  been  depleted 


K  MODE  makes  it  easy  to 

Tiit  pages  from  books,  magazines 

ither  bound  materials 


FULL  COMPATIBILITY 

with  G3.G2  and  most 
North  American 
6-mmute  FM  units 


AUTOMATIC 
SPEED-DIALING 

lets  you  reach  32 
locations— 16  fax 
numbers,  16  tele- 
phone—with One- 
touch  Speed-dialing 
Coded  Speed- 
dialing  to  50  more. 


CONFIDENTIAL 
MESSAGES  can 

be  sent  to  another 
Canon  FAX2  with 
compatible  features. 


HIGH  SPEED  TRANSMISSION 

delivers  a  page  in  just  15  seconds'5 


STAMP 

confirms  your  transmissions 


PLAIN  PAPER3  capability  lets  you 
receive  documents  on  paper  you 
can  write  on  and  store  indefinitely 


INCOMING  DOCUMENT  HOLDER 

holds  up  to  30  incoming  pages 


AUTOMATIC  DOCUMENT  FEEDER 

stacks  and  feeds  up  to  30  letter-size 
sheets  automatically 


RELAY  BROADCAST  COMMAND  tells 
a  receiving  Canon  FAX2  to  send  your 
message  to  as  many  as  150  locations 


The  Canon  FAX-350.  Sophisticated  enough  to  send  print,  graphics— even  photographs— 

anywhere  in  the  world  in  seconds.  Yet  simple  enough  to  receive  them  on  plain  paper. 

When  it  comes  to  high-performance  plain  paper  facsimile,  anything  less  is  plainly  not  enough. 


A  PLAIN 
)  PAPER 


'  AvailaDle  at  a  later  date 
J  Applicable  10  FAX  I  920  and  FAX  730 
J  Thermal  transfer  plain  paper 
FACSIMILE    '  Based  on  CCITT  m  TesiCnan 
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En,oy  easy  extended  payments 

with  the  Canon  Credit  Card  Ask  tor  detatis 

at  participating  Canon  dealers  and  retailers 

Available  only  in  USr-e    i98?Canor.uSA    Inc 


Canon 

THE  FASTEST  WORDS  IN  BUSINESS  COMMUNICATIONS. 


■Canon  U.S.A.,  Inc.,  Facsimile  Division 

PO  Box  5210,  Clifton,  New  Jersey  07015  Call  toll-free  1-80O-OK  CANON. 
_  Please  send  me  more  information  about  the  FAX-350 
Z.  Please  have  a  salesperson  contact  me 
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which  retail  for  $100  a  pair. 

But  last  winter  the  13,000-strong 
American  Academy  of  Orthopedic 
Surgeons  declared  after  eight  years  of 
study  that  the  things  are  useless  in 
preventing  injury  and  may  actually 
cause  harm  by  instilling  false  confi- 
dence. Until  now,  youngsters  suffer- 


ing knee  injuries  have  been  able  to  sue 
whenever  they  played  for  coaches 
who  failed  to  mandate  knee  braces. 
Now,  presumably,  they  can  sue  if 
they  are  ordered  to  wear  one. 

A  Canadian  company,  Genucom 
Ltd.,  offers  a  $50,000  machine  that 
determines  how  loose  a  knee  is  after  a 
ligament  is  torn.  The  machine's  accu- 
racy remains  doubtful,  but  it  is  in 
wide  use  anyway.  Says  Lonnie  Paulos, 
an  orthopedic  surgeon  with  the  Uni- 
versity of  Utah,  "The  problem  is  that 
many  of  these  sports  medicine  cen- 


' 


ters  buy  fancy  machines  and  put  ; 
their  patients  on  them  and  run  up  t 
bill,  whether  they  need  it  or  not 
whether  the  machines  work  or  not. 
Fortunately,  many  health  maint 
nance  organizations  place  caps  on  t 
treatment  at  sports  medicine  cente: 
and  the  insurance  companies  are  b 
ginning  to  bridle  at  paying  the  bil 
Sums  up  Dr.  Robert  Katz,  a  medic 
director  with  Metropolitan  Life,  "Pe 
pie  spend  hours  on  end,  use  all  tlij 
modalities,  and  the  question 
whether  this  is  really  necessary." 


Random  Access 


Commentary  by  Esther  Dyson 


HYPERTEXT  ISN'T  HYPE 


A  hypertext  is  a  document  that 
doesn't  proceed  from  beginning  to 
end  in  linear  fashion  but  is  full  of 
cross-references,  footnotes,  cita- 
tions of  other  works  and  other  di- 
gressions. You  can  read  through  it 
in  many  different  sequences,  de- 
pending on  your  interests.  In  this 
column  last  spring,  I  remarked  that 
you'd  be  hearing  a  lot  about  hyper- 
text this  year.  Just  two  months  ago 
Autodesk,  the  publicly  traded  ven- 
dor of  CAD  (computer-aided  design) 
software  for  PCs,  acquired  the  pre- 
mier hypertext  outfit,  Xanadu  Oper- 
ating Co.,  and  hired  its  founder,  Ted 
Nelson,  coiner  of  the  term  "hyper- 
text." Autodesk  acknowledges  that 
it  won't  have  a  commercial  product 
for  at  least  18  months  and  is  still 
vague  about  what  it  will  be — some- 
thing to  do  with  keeping  links 
among  designs  and  supporting  doc- 
uments. The  potential  is  exciting. 
Here's  why. 

We  can  create  an  approximation 
of  hypertext  on  paper,  but  as  you 
can  imagine,  it's  easier  to  build  in 
such  links  and  let  the  reader  follow 
them  electronically.  Then,  when 
you  hit  "See  also  a  related  work 
by  .  .  . ,"  you  don't  need  to  head  for 
the  bookshelf  or  the  library;  you  can 
simply  hit  a  key  or  click  a  mouse 
and  the  referenced  item  will  appear. 
You  can  follow  further  links  or  re- 
turn to  the  document  you  started. 

This   sounds   like   an   enriching 

ding  experience,  but  is  it  useful? 

v  ■  >.'  a    n  »1   sitting  in  the 

■  on  a  ccUl  tarmac  inside  a 


,  p  of  the 


flimsy  hangar,  fixing  a  mysterious 
knocking  in  the  engine  of  a  Boeing 
747.  You  think  you  have  a  plausible 
explanation,  but  the  manual,  flap- 
ping in  the  breeze,  suggests  you  also 
check  out  Section  24.5.33,  which  is 
in  another  manual  somewhere  else, 
if  someone  bothered  to  file  it  and  // 
no  one  else  has  ripped  that  section 
out.  What  are  you  going  to  do? 
Whatever  the  FAA  says  you  should 
do,  of  course.  But  it  would  be  a  lot 
easier  if  you  had  a  personal  comput- 
er and  you  could  press  a  button  to 
explore  all  the  options.  Boeing 
thinks  so.  It's  using  a  hypertext  sys- 
tem from  KnowledgeSet  Corp.  to 
help  its  customers'  engineers  do 
just  this. 

Hypertext  is  a  way  of  enriching 
documents  and  also  of  paring  them 
down.  How  do  you  indicate  to  a 
reader  that  different  sections  of  a 
document  may  be  of  varying  levels 
of  interest?  Academic  writers  do  it 
with  footnotes,  but  those  can  get 
pretty  tiresome.  We  also  use  other 
cues,  such  as  chapter  headings  and 
subheads,  so  the  cursory  reader  can 
get  some  idea  of  what  he's  going  to 
like  and  what  he  can  safely  miss. 
But  hypertext  allows  the  possibility 
of  setting  up  a  number  of  different 
paths  through  the  same  material — 
say,  one  for  the  reader  interested  in 


technical  details  of  a  new  discovery, 
another  for  the  person  concerned 
with  its  social  implications  and  a 
third  for  the  Forbes  reader  who 
wants  to  know  if  it  will  make  mon- 
ey for  him  or  his  company. 

Hypertext  itself  also  has  broade 
social    implications    than    an    en 
riched  reading  experience  or  a  safer 
airplane  ride.  Autodesk's  newly  ar 
rived  Ted  Nelson  sees  it  as  a  broad 
medium  for  information  distribu- 
tion outside  the  bounds  of  a  single 
company,  allowing  widespread  dis- 
semination of  ideas  and  other  peo- 
ple's commentaries  on  those  ideas. 
It's  like  a  global  letters-to-the-editor 
network. 

What's  to  save  us  from  total  ca- 
cophony— not  just  junk  mail  but 
junk  media?  The  system's  electron- 
ics offer  the  potential  solution, 
points  out  Eric  Drexler  of  Stanford, 
another  hypertext  pundit.  Instead  of 
one  button  to  say  "quit"  or  "go 
away,"  there  could  be  two  or  three. 
One  would  say,  in  effect,  "Glad  I 
read  this";  another,  "This  stinks." 
Each  item  would  carry  its  votes 
with  it,  giving  readers  some  indica- 
tion of  its  worth,  at  least  in  others' 
eyes.  The  system  could  be  extended 
to  show  the  value  of  something  to  a 
community  or  to  your  favorite  writ- 
er or  editor:  "Did  the  New  Yorker  like 
this?  Did  the  New  York  Times7.  Did 
Forbes?"  A  sort  of  custom  version 
of  celebrity  endorsements. 

These  latter  ideas  aren't  any- 
where near  broad  implementation, 
but  the  technological  underpin- 
nings are  coming  into  being.  Auto- 
desk's purchase  of  Xanadu  is  one 
early  step.  ■ 
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Accounting  solutions 
that  really  pay  off. 


Buried  beneath  ledgers?  Struggling  to  keep 
receivables  ahead  of  payables?  Desperately 
seeking  a  sensible  way  to  track  inventory? 

ComputerLand'1  can  help.  With  business 
accounting  solutions  that  will  help  you  get  out 
from  under. 

COMPAQ"  computers. 
The  accounting  advantage. 

The  12  MHz  COMPAQ  DESKPRO  286'  and 
new  COMPAQ  DESKPRO  386/20"  have  enough 
punch  to  run  most  any  business  accounting 
program. 

The  COMPAQ  DESKPRO  286  is  fast- 
featuring  disk  drives  with  access  time  of  less 
than  30  milliseconds. 

It's  flexible- with  the  option  for  fixed  disk 
or  diskette  drives. 

And  it's  expandable- with  seven  slots, 
including  some  for  8  MHz  peripherals. 

The  COMPAQ  DESKPRO  386/20  has 
a  20  MHz  clockspeed,  an  advanced  80386 
microprocessor  and  sophisticated  32 -bit 
architecture. 

In  human  talk,  that  means  it  has 
incredible  power,  breakneck  speed  and 
the  ability  to  handle  even  the  most 


Co«if«tefUnd 


complex  pc  software  around. 

With  either  COMPAQ  model  you'll  be  strate- 
gically positioned  to  meet  accounting  and  most 
any  other  business  computing  need. 

ComputerLand"  Professional 
Accounting  (CPA)  Series  software. 
Accounting  made  manageable. 

The  eight-module  CPA  Series  helps  you 
speed  up  and  simplify  even  your  most  complex 
accounting  tasks. 

Each  module  is  designed  for  ease  of  use 
and  efficiency.  Plus  full  integration  with  all 
the  others. 

And  to  help  you  effectively  incorporate  the 
CPA  Series  into  your  business,  ComputerLand 
provides  30  days  of  free  telephone  support. 

So  drop  by  your  nearest  store.  ComputerLand 
has  a  strong  record  of  experience  with  COMPAQ 
and  accounting  solutions.  And  it's  the  only 
place  you'll  find  the  remarkable  CPA  Series. 

And  that's  a  combination  that  pays  off  big. 

i  1988  ComputerLand  Corporation.  1985-87  Data  Pro  Systems. 
Inc.  CPA  is  an  acronym  for  ComputerLand  Professional  Accounting, 
and  no  Certified  Public  Accountant  implications  are  intended  by 
its  use.  COMPAQ  and  COMPAQ  DESKPRO  286  are  registered  trade- 
marks and  COMPAQ  DESKPRO  386/20  is  a  trademark  of  COMPAQ 
Computer  Corporation.  Products  and  programs  available  at  partici- 
pating stores. 


ComputerLand 

I  The  one  thing  to  know  about  computers? 
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Marketing 
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Edited  by  Jeffrey  A.Trachtenberg 


High-end  marketers,  watching  profits  and 
sales  growth  slow,  are  moving  into  low- 
end  merchandising.  Sometimes  it  works. 
Sometimes  it  doesnt. 


When  cheap 
gets  chic 


A  number  of  top  marketers,  in 
eluding  the  Marriott  Corp., 
h  Miller  Brewing  and  Neiman 
Marcus,  have  begun  catering  to  the 
low-budget  customers  they  once  pur 
posefully  ignored.  The  reason  is  that 
these  companies  are  increasingly  anx- 
ious about  the  slowing  growth  in  theii 
traditional,  higher-priced  markets. 

But  moving  downmarket  can  be 
risky  process.  In  the  effort  to  reach  a 
broader  class  of  customers,  you  risk 
cheapening  the  image  that  made  yoi 
successful  in  the  first  place.  Still,  it  i( 
a  risk  an  increasing  number  of  compa 
nies  are  taking  these  days. 

Neiman  Marcus,  for  example,  un- 
veiled in  April  a  30,000-square-foot 
clearance  store  in  Austin,  Tex.  called 
Last  Call  from  Neiman  Marcus.  Nei 
man's  traditional  sales  have  always 
been  called  Last  Call,  thus  giving  the 
new  venture  a  high  recognition  factor 

Still,  this  is  quite  a  departure  for  a 
business  that  last  Christmas  sold  two 
James  Galanos-designed  fur  coats  foi 
$295,000  each.  Explains  Carl  Young 
berg,  Neiman 's  regional  marketing 
specialist:  "We  buy  avant-garde  mer- 
chandise, and  sometimes  it  doesn'i 
sell,  even  after  two  markdowns.  Rath 
er  than  selling  it  off  to  other  retailers, 
we  signed  a  nine-month  lease  to  ex 
periment  with  doing  it  ourselves.  The 
reaction  at  the  cash  registers  has  been 
very  pleasing." 

Last  Call  keeps  Neiman's  name  off 
the  racks  at  the  discounters  and  it  als< 
may  help  tease  new  customers  into 
the  main  stores.  On  one  recent  Satur 
day  more  than  1,000  customers 
signed  up  for  Neiman  Marcus  credit 
cards  at  Last  Call. 

But  the  experiment  is  in  the  early 
stages.  "A  problem  with  a  bargain 
basement  is  that  you  start  getting 
manufacturers  who  produce  only  for 
clearance  sales,  and  that  contami 
nates  the  original  name,"  says  John 
Gifford,  chairman  of  the  marketing 
department  at  Miami  University  in 
Oxford,  Ohio.  "I  doubt  if  Stanley  Mar 
cus  would  have  done  this  were  he  still 
at  the  helm." 

Perhaps  he  wouldn't  have,  but 
times  are  changing,  and,  however  at- 
tractive the  upper  end  of  the  market 
may  be,  it  is  a  more  limited  selling 
stage.  Take  the  hotel  business.  Marri 
ott,  noted  for  its  full-service  hotels 
($80  to  $120  per  night,  midweek),  is 
opening  a  steadily  increasing  number 
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>f  Fairfield  Inns  (under  $35  a  night). 
The  rooms  are  smaller,  but  the  towels 
ire  just  as  large.  Marriott  intends  to 
lave  50  to  60  inns  in  operation  by  the 
:nd  of  1989,  part  of  a  $500  million 
:ommitment. 

Marriott  has  moved  into  the  budget 
jea,  in  part  because  that  segment  is 
he  fastest-growing  segment  of  the  ho- 
el  industry  and  in  part  because  it 
vants  to  expand  into  secondary  mar- 
:ets  like  Birmingham,  Ala.  and  Bloo- 
nington,  111.  Management  believed 
hose  secondary  markets  could  not 
upport  a  full-service  Marriott. 

Holiday  Corp.  opened  its  first  low- 
ost  Hampton  Inn  in  August  1984  and 
s  opening  a  new  one  every  week.  Al- 
eady  there  are  165  nationwide.  A 
oom  costs  on  average  $39,  compared 
vith  $52  at  Holiday  Inns. 

The  Hampton  Inns  were  created  in 
art  because  the  265,000  or  so  Holi- 
3.y  Inn  rooms  have  saturated  the 
nidrange  market.  When  a  survey  of 
'ioliday  Inn  guests  found  one- third 
/anted  to  pay  less  for  rooms,  manage- 
nent  decided  to  test  a  smaller  facility 
hat  didn't  offer  lounge  or  food  ser- 
ices.  Says  Ray  Schultz,  president  of 
lampton  Inn:  "We  aren't  out  to  can- 
dbalize,  but  if  customers  are  going  to 
save  the  full-service  hotels,  we  want 
hem  to  stay  with  us.  About  half  of 
he  Hampton  Inn  franchisees  run 
loliday  Inns.  They  know  that  if  they 
on't  have  a  Hampton  Inn  somebody 
lse  will  move  into  the  budget  busi- 
ness near  them." 

Hechinger's,  a  full-service  home- 
•  enter  chain  based  in  the  Washington, 
).C.  area  that  sells  everything  from 
crewdrivers  to  wall  molding,  in  Feb- 
uary  paid  $66  million  for  Home 
Quarters  Warehouse,  a  bare-bones 
warehouse  home  center  based  in  Vir- 
inia  Beach.  Unlike  Hechinger's, 
/hich  has  vinyl-covered  floors  and 
tresses  personal  service,  a  Home 
Quarters  Warehouse  store  will  have 
lain  concrete  floors  and  merchandise 
I  tacked  nearly  to  the  ceiling.  Even  so, 
i  he  two  businesses  compete  in  several 
larkets.  Says  John  Hechinger  Jr., 
resident  and  chief  operating  officer, 
This  lets  us  gain  market  share,  de- 
spite the  fact  that  some  customers 
ihop  both." 

Miller  Brewing  Co.,  wholly  owned 
y  market-smart  Philip  Morris,  went 
;  ownmarket  because  it  was  losing 
kound  in  the  premium-priced  beer 
[usiness.  It  brought  out  Meister  Brau 
F: 983)  to  compete  with  brands  like 
[Jiheuser-Busch's  Busch,  and  a  year 
1  iter  launched  the  first  nationally  dis- 
tributed budget  brand,  Milwaukee's 
lest.  With  Milwaukee's  Best,  Miller 
I  gured,  correctly,  that  its  strong  dis- 


LAST  CALL  SAVINGS 

FROM 

NEIMAN  MARCUS 


For  (<xj  days  arty,  save  an  addrfionai 

50%  off  of  The  lowest  malted  price  on 
every  women's  separate  skrt  ri  me  store. 
Save  on  skirts  from  Lesue  Sportswear, 
Bridge  Sportswear.  Designer  Sportswear, 
and  Couhje 


Neiman  Marcus  does  discount 

Do  low  prices  mean  new  customers? 

tribution  network  would  quickly  gain 
market  share  for  the  new  beer.  Sales 
of  Milwaukee's  Best  have  grown  in 
three  years  from  an  estimated  2. 1  mil- 
lion barrels  in  1984  to  5.5  million  in 
1987.  "Without  their  low-price  beers, 
their  sales  in  1987  would  have  been 
down  modestly,  not  up  modestly," 
says  Robert  Weinberg,  professor  of 
marketing  management  at  John  M. 
Olin  School  of  Business. 

Arco,  the  giant  oil  company,  went 
whole  hog.  It  dropped  the  frills  at  its 
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At  LAST  A 
BUSINESS  HOTEL 
DESIGNED  FOR  THE  WAY 
I  DO  BUSINESS." 


1  *JO  H.VWnjNnraUMxjrTOd^iiL 


A  Hampton  Inn  print  ad 

Trading  price  Jor  market  share. 


gas  stations  and  went  all  out  for 
market  share  by  competing  purely  on 
price.  In  1975  it  became  the  first 
major  oil  company  to  urge  its  gas 
station  owners  to  convert  to  self- 
service.  In  1982  it  eliminated  its 
credit  cards.  At  the  same  time,  Arco 
reduced  its  gasoline  prices  to  its 
dealers  by  3  cents  a  gallon.  Some 
dealers,  worried  about  their  credit 
card  customers,  reduced  their  retail 
prices  even  more.  As  a  result,  Arco 
moved  from  having  the  number  four 
market  share  position  in  the  West  to 
being  number  one,  where  it  is  today 
(see  story,  p.  42).  Explains  a  corporate 
spokesman:  "Brand  loyalty  had  been 
reduced  by  the  1973-74  Arab  oil  em- 
bargo, and  by  1975  we  saw  that  the 
excitement  in  the  industry  was  com- 
ing from  independents  who  marketed 
their  products  by  price.  These  were 
low-cost,  self-service  operators  who 
didn't  have  credit  cards." 

In  many  businesses,  competition 
from  below  is  so  powerful  that  com- 
panies that  tried  a  budget  operation 
and  failed  are  looking  again.  Hertz,  for 
example,  is  contemplating  opening  a 
low-cost  rental  business  in  the  next 
12  months,  spurred  by  the  success  of 
off-airport  operators  that  advertise 
prices  as  much  as  20%  lower.  Low- 
cost  rental  car  chains  like  Alamo, 
Thrifty  and  General  have  grabbed 
$1.3  billion  of  the  estimated  $7  billion 
(revenues)  industry. 

"We  had  a  division  20  years  ago 
called  Valcar,  which  didn't  work,  that 
was  ahead  of  its  time,"  says  Hertz 
Chairman  Frank  Olson.  "Now  the 
time  is  right.  The  leisure  market, 
meaning  Florida,  Colorado,  Arizona, 
Hawaii  and  California,  is  especially 
attractive." 

"What  you're  seeing  today  is  com- 
panies extending  their  lines,"  says 
Sidney  Levy,  chairman  of  the  market- 
ing department  at  the  Kellogg  Gradu- 
ate School  of  Management  at  North- 
western University.  "If  you  are  up- 
scale, you  go  downscale.  Sometimes 
it  works  fine.  Sometimes  they  down- 
grade but  don't  know  how  to  manage 
it.  Packard  [the  once  prestigious  U.S. 
motor  car]  got  cheaper  and  cheaper 
before  it  disappeared." 

While  the  cheaper  Packards 
brought  new  customers,  the  low- 
priced  cars  diluted  the  exclusive  im- 
age the  once-famed  U.S.  car  company 
had  so  painfully  built.  In  the  end, 
Packard  lost  out  on  both  the  low  end 
and  the  high  end  of  the  business.  But 
this  is  an  area  where  there  are  no  hard 
and  fast  rules.  As  Hechinger  President 
John  Hechinger  Jr.  puts  it:  "There 
isn't  any  one  right  way  of  doing  busi- 
ness."—J.A.T.  and  Christie  Brown 
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adi  Today:  Winnin 


Why  We  Race. 

Over  the  years,  Audi's  involvement  in 
lacing  has  broughi  us  countless  \  ictories 
But  more  importantly,  it  has  allowed  us 
to  test  and  perfect  mam  engineering 
innovations  that,  had  it  not  been  fol 
i  ig,  would  never  have  found  their 
wa\  into  our  production  cats 

One  such  innovation  is  our  all- 
wheel  Quattrodrive  to  us.  it  is  our 
greatesi  achievement  Yet  to  the  driving 
puhlic.it  is  probably  the  least  understood. 
What  Quattro  is  not  is  four-wheel 
drive  tour-w heel  drive  is  pick-up  trucks 
and  off-road  vehicles  Quattro  is  some- 
itirel)  different  It  is  uniquely 

rribution  to  overall  per- 
lli  ,    and  safety  has 

<  d 

i     -    race 

)  Revolutionizes 
Road  Rallying. 

ruel- 

u 


rall\'  car  employed  two-wheel  dn\  e 
When  the  all-wheel  drive  Audi  Quattros 
made  their  debut  in  1979  they  were 
thought  to  be  little  more  than  a  gimmick 
When  they  started  winning  they  were 
seen  as  the  future. 

The  simple  logic  ot  power  being 
transmitted  through  lour  wheels  instead 
ol  just  two  was  hailed  as  the  decisive 
factor  in  their  success  i  hen  ability  to 
hold  the  road,  no  matter  how  terrible  the 
road, enabled  them  to  enter  and  exit 
corners  quicker  than  their  conventional 
two-w  heel  drive  competitors.  In  a  sport 
where  seconds  separate  winners  from 
loscis  the  Audis  quickly  established 
themselves  as  winners  1  he  result?  Four 
World  and  seven  US.  Rally 
<.  hampionships 

Talladega  Sets  The  Stage. 

Although  Quattro  had  proved  itsell  in  the 
muck  and  mire  ol  international  road  ral- 
lying, questions  remained  Would  it  also 
prove  its  worth  on  dry  pavement?  Could 
it  be  a  power  on  traditional  raceways? 


To  find  out,  we  sent  Bobby  Un 
and  a  specially  modified,  productior 
based  Audi  Turbo  Quattro  to  Tallad* 
Speedway  in  Alabama.  His  task  was 
give  Quattro  the  kind  of  high-speed  l 
ing  it  would  require  to  challenge  con 
tional  notions  about  racing.  Forty-si: 
seconds  later  he  had  done  it.  By  lapr 
the  track  at  206  MPH,  while  also  set 
a  variety  of  official  speed  records. 

It  was  a  startling  achievement 
bolstered  our  already  growing  confi- 
dence. And  it  set  the  stage  for  the  ne 
level  of  challenge. 

Quattro  Enters  S.C.C. 
Trans-Am  Racing. 

It  was  our  belief  that  victory  here,  age- 
more  powerful,  conventional-drive 
vehicles,  would  showcase  Quattros 
benefits  on  dry  pavement  for  all  to  & 

The  Trans-Am  races  are  run  c 
city  streets  and  impeccably  maintair 
race  courses.  This  is  the  exact  oppos 
of  the  kinds  of  roads  the  Audi  Quatt 
has  made  its  reputation  on. 

The  cars  that  comprise  the  fiel 
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inverts  lo  Quattra 


The  200  Turbo  Quattro 


dally  built  G.M.,  Ford,  Porsche, 
and  Nissan  models.  And  bear 
semblance  to  their  mass 
:ed  counterparts, 
"he  Audi  200  Turbo  Quattro,  by 
rison,  is  built  on  the  same  basic 
as  our  production  cars.  And 
;h  slightly  modified  for  racing,  our 
>el  drive  system  is  basically  the 
s  the  Quattros  in  our  showrooms 
'he  races  should  prove  interesting. 

lattro  Takes  Second 
At  Long  Beach. 

each,  California,  the  kick-off  race 
4  race  Trans-Am  Series, 
nter  the  Audi  200  Turbo  Quattro. 
3st  100  bhp  less  than  most  of  the 
lr  race  strategy  was  to  give  up 
.ightaways  and  win  the  comers, 
(ere's  how  Phil  Berg  of  AutoWeek 
ed  it:  "Remember  this  moment,  it 
o  professional  GT  racing  as  we 
on  this  planet:  ex-Porsche  ace 
Haywood  took  an  underpowered 
ur-wheel-dnve^edan,  in  its  first 


ever  race,  to  second  place  in  the  season- 
opening  Trans- Am  event  at  Long  Beach 
by  driving  outside  the  envelope  of  known 
physics ....  By  all  appearances  it  seemed 
he  was  able  to  place  the  Quattro  any- 
where he  wanted  on  the  course." 
Next  stop  Dallas. 

Quattro  Takes  First 
At  Dallas. 

Buoyed  by  our  successful  second  place 
finish  at  Long  Beach,  the  Audi  Turbo 
Quattro  team  prepared  for  the  Dallas 
Grand  Prix.  Was  Long  Beach  a  fluke,  or 
would  Quattro  technology  win  again? 

When  it  was  over  we  had  not  only 
won,  but  we  also  had  the  fastest  quali- 
fying time  and  set  the  fastest  lap  for  the 
race.  Our  victory  at  Dallas  was  the  first 
time  ever  that  an  all-wheel  drive  vehicle 
had  won  a  major  production  car  event, 
and  it  came  on  the  occasion  of  our 
second  appearance  in  a  Trans- Am  event. 

When  asked,  driver  Hurley 
Haywood  was  quite  clear  about  why  he 
had  won.  "The  track,  which  is  a  small 


tight  street  course,  demands  a  car  that 
handles,  and  with  Audi's  all-wheel  drive 
technology,  that's  an  advantage  we  had 
in  abundance.  Audi's  all-wheel  Quattro 
drive  was  perfectly  suited  to  the  condi- 
tions here,  and  I  think  it  clearly  demon- 
strated just  how  much  better  a  system  it 
is  than  conventional  race  vehicles." 

The  Weeks  Ahead 

With  a  first  and  second  in  the  first  two 
races,  the  Audi  200  Turbo  Quattro  has 
served  notice  that  it's  the  car  to  beat.  But 
more  importantly,  we  feel  we've  proved 
the  advantage  of  Quattro  on  dry  pave- 
ment. With  the  performances  of  the  last 
few  weeks  and  the  races  still 
ahead,  no  longer  will  people 
be  asking  the  question, 
"What's  an  Audi  Quattro  going  to  add  to 
my  driving  experience?"  Instead  they'll 
be  asking,  "Where  can  1  experience  the 
Audi  Quattro?" 

The  answer,  of  course,  is  at  your 
local  Audi  dealer.  Where  all-wheel 
Quattro  drive  cars  are  available  across 
our  entire  lineup. 


Audi 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


You  might  think  that  your  primary  resi- 
dence is  simply  a  matter  of  where  you 
choose  to  hang  your  hat.  But  the  tax  collec- 
tors clearly  have  other  ideas. 


Border  games 


BEING  CLEVER  ABOUT  which 
home  you  claim  as  your  prima- 
ry residence  can  save  you  a 
bundle  in  taxes,  but  you  may  have  to 
be  a  Houdini  to  get  away  with  it. 

Recently  states  and  municipalities 
have  begun  playing  hardball  with  resi- 
dents who  play  border  games  to  skip 
taxes.   For  example,    to  snare    New 
York  City  residents  who  claim  to  live 
i  de  the  city  or  state  in  which  they 
H  who  maintain  a  quiet  pied- 
•n,  tax  collectors  are  tak- 
-1'id  maps,  measuring 
ible"  commuting  dis- 
!  nay  bu  hear- 

ire    also    snooping 


around  marinas,  checking  the  regis- 
tration of  expensive  yachts.  If  your 
boat  is  registered  out  of  state  (in  Dela- 
ware, for  example),  you  might  soon 
have  some  questions  to  answer  about 
local  sales  or  wealth  taxes. 

Local  tax  authorities  are  also  get- 
ting more  help  from  snitches,  often 
former  employees  or  ex-spouses.  "Tax 
cheats  can't  keep  their  cleverness  to 
themselves,"  says  Karl  Felsen,  of  the 
New  York  State  Department  of  Tax- 
ation &  Finance.  New  York  now  gets 
over  150  tips  a  month,  about  four 
times  the  number  a  few  years  ago. 

With  an  indispensable  assist  from 
computers,  more  states  now  swap  tax 
and  other  data  (Forbes,  Nov.  16,  1987). 


(eft 
a 


States  in  the  Northeast,  for  exampl 
banded  together  in  1986  to  trade  t; 
tapes  routinely.  All  states  ha1 
swapped  data  with  the  feds  for  yea 
(Soon  New  York  also  hopes  to  e 
change  tax  data  with  Florida,  Minn 
sota,  Missouri,  New  Mexico,  Oregc 
and  Utah.) 

New  York,  as  you  might  expec 
with  its  high  income  and  sales  taxe 
is  the  champ  in  chasing  cheats,  esp 
cially  if  they're  high  profile.  (Two 
cent  cases  in  point:  movie  critic  Ri 
Reed  and  "hotel  queen"  Leoi 
Helmsley.)  But  besides  making  exar 
pies  of  the  rich  and  famous,  New  Yo: 
authorities  also  catch  a  lot  of  sma 
fry.  For  example,  they  found  5,0( 
state  residents  who  had  registen 
their  cars  across  the  border  in  Ve 
mont,  which  permits  nonresidents 
register  automobiles.  Until  this  yea 
Vermont  had  a  low  ceiling  on  its  aut 
mobile  sales  tax — $600 — while  Ne 
York's  is  as  much  as  8'/4%.  So  Ne 
Yorkers  were  registering  cars  in  Ve 
mont  to  save  on  sales  taxes  (and  g 
lower  insurance  rates,  as  well).  By  re 
istering  a  $45,000  used  Ferrari  in  Ve 
mont,  for  example,  a  New  York 
could  save  over  $3,000  in  sales  taxe 
plus  insurance.  The  overall  tax  sal 
ings  would  be  much  greater  if,  say,  tl 
same  individual  owned  a  ski  lodge 
Vermont  and  claimed  it  as  his  res 
dence,  lowering  his  income  tax. 

Blatant  attempts  at  tax  evasic 
aside,  there  are  many  instances  whe 
taxpayers  and  tax  officials  can  hones 
ly  differ  about  what  constitutes  a  "pi 
mary  dwelling."  And  more  than  ii 
come  and  sales  taxes  are  at  stake.  R 
member,  it  is  only  on  the  sale  of  yoi 
primary  residence  that  Uncle  Sai 
permits  you  to  roll  over  the  proceec 
and  postpone  paying  any  federal  gaii 
tax.  And  it  is  only  on  the  prima) 
residence  that  you  can  claim  the  on 
time  tax  exclusion  of  $125,000,  pr 
vided  you  are  55  or  older. 

So,  if  questioned,  how  can  you  sa 
isfy  the  authorities  that  your  prima) 
residence  is  where  you  say  it  is?  Or 
you  move,  how  can  you  be  sure  yoi 
old  state  won't  continue  to  chase  yc 
for  taxes?  Your  accountant  will  te 
you  that  the  whole  matter  of  dom 
ciles  depends  on  "facts  and  circun 
stances"  and  even  the  "good  faith" 
the  taxpayer. 

According  to  Douglas  Green,  n 
tional  director  for  state  and  local  taxi 
for  the  accounting  firm  of  Peat  Ma 
wick  Main  &.  Co.,  here  are  the  facto 
the  tax  courts  and  state  tax  commi 
sions  weigh  in  considering  the  que 
tion  of  domiciles: 
•  Your  employment  and  other  bus 
ness  activities  at  your  new  residenc 
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"LES  MISERABLES  * 


HE  BEST  WAY  TO  GET  TICKETS 
TO  LONDON'S  BEST  SHOWS . . . 


Securing  tickets  to  a  hot  London  show  can 
often  be  a  performance  in  itself.  Now,  how- 
ever, when  you  plan  your  trip  with  American 
Express®  Envoy,  Gold  Card®  members  can 
obtain  tickets  to  some  of  the  most  exciting 
shows  in  London.  All  it  takes  is  a  phone  call 
to  American  Express  Envoy  24-hour  travel 
service.  Yours,  only  with  the  Gold  Card. 

One  phone  call  can  also  help  with  every 
travel  detail  of  your  trip  to  London— or  any- 
where else  in  the  world.  Including  airlines. 
Hotels.  And  automobile  rentals. 

It's  the  kind  of  service  you've  come  to  expect 
from  the  Gold  Card.  And  just  one  of  many 
worldwide  financial  and  travel  benefits 
included  with  Gold  Card  membership  that 
earn  rave  reviews  wherever  they  perform . 

To  acquire  the  Gold  Card,  call  1-800-648- AMEX. 


TRAVEL 

RELATED 

X  ^MSERVICES 

6  1988  American  Express  Travel  Related  Services  Company.  Inc 


S  WITH  THIS. 


THE  GOLD  CARD 


Nice  try,  Hamptons  owners 


ome  100  miles  east  of  Manhattan  lie  the  Hamp- 
tons. Thousands  of  New  York  City  dwellers  own 
vacation  retreats  there,  and  some  have  been  tempted  to 
call  these  pleasure  domes  their  primary  residences. 
Why?  Take  a  Manhattan  couple  earning  $250,000  a 
year,  $200,000  in  wages  and  the  remainder  in  interest 
and  dividends.  Claiming  Southampton  as  the  primary 
residence  and  taking  standard  deductions,  the  couple 
pays  only  $900  in  nonresident  city  income  tax.  If  they 
listed  their  Manhattan  apartment  as  home,  the  city 
income  tax  would  be  $9,271 — an  added  $8,371.  Also  at 


stake:  the  $125,000  federal  tax  exclusion  and  other 
rollover  benefits. 

So  New  York  City  is  now  checking  on  folks  who 
claimed  the  Hamptons  as  home  but  whose  dollars  were 
earned  in  the  Big  Apple.  Back  in  1985  the  city  launched 
the  Vacation  Hideaway  Project,  aimed  at  bankers,  law- 
yers, corporate  excutives,  doctors  and  university  pro- 
fessors. It  has  already  paid  off  handsomely.  Hundreds  of 
culprits,  with  an  average  income  of  $181,670,  were 
found.  The  average  tax  assessment  was  $17,575;  the 
largest  was  $514,000.— W.G.F. 


•  The  disposition  of  property  where 
you  used  to  live. 

•  Where  you  go  to  the  doctor. 

•  Why  you  changed  addresses. 

•  Whether  new  home  is  owned  or 
leased. 

•  Location  of  bank  accounts. 

•  Maintaining  a  post  office  address  in 
former  state. 

•  Voter  registration,  driver's  license, 
automobile  registration. 

•  Where  insurance  is  maintained. 


•  Number  of  visits  to  former  state. 

•  Business  interests  and  investments 
in  former  state. 

•  Execution  of  a  will  in  new  locale. 

•  Presence  of  family  in  the  new  home. 

•  Attendance  of  children  at  schools  in 
new  location. 

•  Declaration  of  residency  in  another 
state. 

•  Location  of  any  religious  and  social 
affiliations. 

•  Location  of  grave  sites. 


Moral:  More  than  one  taxpayer  w][ 
thought  he  had  moved  elsewhere  h| 
been  hit  with  extra  income  and  otl 
taxes  years  after  having  "moved! 
And  many  homeowners  have  bed" 
disappointed  to  discover  that  the  1 1 
ternal  Revenue  Service  won't  bil 
their  primary  residence  argumenl 
when  they  go  looking  for  tax  breal<| 
So  better  check  with  your  accounts 
to  make  sure  you  are  not  leaving  yoJ 
self  open —W.G.F.  and  Gale  Eisenstodf 


Faxually  speaking 

'ail  by  phone  is  with  us  in  a  major 
.way.  Witness  Westwood  One 
Chairman  Norman  Pattiz,  who  regu- 
larly reviews  department  reports, 
press  releases  and  other  important 
documents  while  traveling,  courtesy 
of  his  portable  facsimile  machine,  a 
Christmas  gift  from  his  wife. 

Last  year  850,000  facsimile  ma- 
chines zapped  everything  from  court 
briefings  and  corporate  memos  to  gro- 
cery lists  and  last-minute  Fathers 
Day  greetings.  An  estimated  20,000  of 
those  machines  are  used  at  home. 
This  year  the  total  will  reach  1.3  mil- 
lion. There  is  even  a  directory  on  the 
market  with  more  than  120,000  busi- 
ness and  government  tax  listings 
(Dial-A-Fax  Directories,  800-34(V 
3329;  cost:  $74). 

What's  fueling  the  growth?   New 
technology,  mostly.  Sohd-state  scan- 
ning and  digital  microchip  circuitry 
have  cut  transmission  time  trom  two 
minutes  or  more  per  page  in  1979  to 
20  seconds  today,  with  some  units  as 
last  is  11  seconds.  At  today's  trans 
speeds,   a    three  page   letter 
mi  New  York  to  I   ■>  \ngeles 
i  out  $1,  versus  about  $12 
t   nail. 

ie  40  suppli- 

R  coh  (  anon,  Pit- 

;  I  ii- 

th(  I    '-   mar- 


ket. Stiff  competition  has  helped 
bring  down  prices  of  machines  an  av- 
erage of  15%  annually.  Today  the  av- 
erage fax  machine  sells  for  $2,200, 
down  trom  $3,170  in  1985.  At  that 
price  you  can  get  a  model  that  in- 
cludes 20-second  transmission  speed, 
automatic  document  feeder  and  paper 
cutter,  auto  dialing  and  halftone  re- 


^r 


^s: 


production.  Better  still,  growing  cor 
petition  among  retailers  has  mad 
40%  discounts  off  suggested  lif 
prices  commonplace. 

Much  of  the  growth  in  the  last 
months  has  centered  on  the  unde 
$2,000  market,  for  which  supphel 
have  wheeled  out  versions  packf 
with  many  of  the  features  previous! 
restricted  to  more  expensive  model 
Eric  Arnum  of  International  Resourl 
Development  in  New  Canaan,  Conl 


Norman  Pattiz,  chairman  of  Westwood  One,  m  transit 
Where  there's  a  phone,  there's  a  mailbox. 
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FREQUENT  FLIERS 

CAN  FREQUENT 

OTHER  FLIERS. 


nly  on  British  Airways  can  you  credit  your  mileage  to  the  frequent  flier  programmes  of   _  . 

merican,  Piedmont,  United  or  USAir.  And  in  that  way  enjoy  the  rewards  of  frequent  flying    PRI     ISH  AIRWAYS 

iit  more... frequently.  The wcdds&wurite airline.- ^ 


can  now 
;    fax    units 
ide      built-in 
phones,    auto    dialing,    a 
i  et  document  feed- 
er   or   paper   cutter,    and 
limited    halftone     repro- 
duction      function       for 
around  $1,500  (see  table). 

And  if  you  have  an  urge 
to  be  in  constant  faxual 
contact  while  on  the  road, 
Medbar  Enterprises  in 
New  York's  borough  of 
Queens  offers  an  8.5- 
pound  AC-  or  battery- 
powered  portable.  The 
unit  operates  from  a  stan- 
dard or  cellular  phone  via 
connection  jack  or  acous- 
tic coupler  and  can  be 
stowed  in  a  standard  brief- 
case. A  half-hour  battery 
charge  is  good  for  trans- 
mitting or  receiving  up  to 
25  pages. 

Other  fax  options  to 
consider: 

Paper  cutter  If  you  plan 
to  use  the  unit  to  receive 
documents  at  home,  this 
could  be  a  convenient  op- 
tion, and  it's  still  not  stan- 
dard on  many  home  office 
models. 

Document  feeder  Although  some 
low-end  models  include  a  five-page 
feeder,  a  ten-page  feeder  is  more  con- 
venient if  you  expect  to  transmit 
lengthy  documents 

Auto  dialer  Used  to  store  frequently 
called  facsimile  numbers;  often  cou- 
pled with  a  redialing  option  for  busy 
signals. 


Just  the  fax 

Competition  is  keen  among  makers  of  facsimile  machines  geared  to  the  home  or  small 
business.  You  can  often  beat  list  prices  by  shopping  at  discount  outlets  in  major  cities* 

Model 

Speed 
sec/page) 

Weight  (lbs)        Features 

List 
price 

Brother  Fax-50 

40 

15 

auto  dialing 

$1,495 

Canon 
FaxPhone  8 

40 

8.2 

document  feeder 

1,295 

FaxPhone  20 

17 

8.2 

document  feeder,  memory, 
auto  dialing,  activity  log 

1,995 

Murata 

Ml  200 

18 

9.2 

activity  log,  remote  retrieval,  confirmation 

900 

M1550 

28 

9.2 

activity  log,  auto  dialing,  confirmation  reports 

1,400 

Ml  600 

18 

92 

activity  log,  remote  retrieval,  confirmation  reports 

1,600 

Panasonic 

KX-F120 

25 

13.2 

phone  answering  machine,  auto  dialing, 
document  feeder 

1,395 

PortaFax  III 

40 

8.5 

acoustic  phone  coupler,  battery  operated 

1,995 

Sharp 

UX-50 

50 

9.9 

redialer 

1,400  . 

UX-140 

25 

10.4 

photo  quality,  remote  retrieval,  activity  log 

1,900 

UX-80 

40 

229 

photo  quality,  enlargement  &  reduction 

2,000 

UX-160 

18 

10.3 

auto  dialing,  remote  retrieval, 
photo  quality,  document  feeder 

2,300 

Toshiba 

30100 

15 

11 

auto  dialing,  activity  log 

1,795 

TF-111 

15 

11 

auto  dialing,  document  feeder,  activity  log 

2,175 

Dekxy  and  send  function  Allows  you 
to  take  advantage  of  lower  off-peak 
phone  rates 

Halftone  reproduction  Higher-end 
models  transmit  8  to  64  shades  of 
gray;  this  is  especially  important 
when  sending  illustrations  and  pho- 
tos (the  liner  the  resolution,  the  slow- 
er the   transmission  speed  and   the 


greater  the  phone  line  charge). 

Memory.  Saves  incoming  transmil 
sions  for  later  printout;  particular! 
handy  if  the  unit  runs  out  of  pap<[ 
while  unattended. 

Paper  capacity.  Some  home  offid 
models  accept  a  roll  that  is  about  on] 
third  the  maximum  length  of  32 
feet. — Michael  Fritz 


A  computer  exchange 

How  do  you  get  rid  of  your  old 
computer,  especially  if  you  are 
not  trading  it  in  for  a  new  one? 

And  how  and  where  do  you  buy  a 
good  used  computer  at  a  fair 
price,  with  assurances  you  can 
return  it  within  48  hours' 

Six    years    ago    Alexander 
Randall,    now    36,    was    con- 
vinced  that   the   marketplace 
would     handsomely     reward 
someone  who  could  come  up 
with    the    nuht    answer-     to 
ions. 
i  out  the  obvious — a 
ration  modeled 
d-«  ii  dealei 
had  to 
■  •■    -it  u 
bought     o!     the 


stock  exchange.  Billions  of  dollars' 
worth  of  shares  change  hands  every 
day  without  the  physical  shares  ever 
being   touched    by    the    middlemen. 


Alex  Orandeli  at  the  Boston  Computer  Exchange 
A  mechanism  for  new  clones  and  used  IBMs 


Could  Randall  do  the  same  thing  wiij 
computers?  He  could  try. 

In  1983,  with  a  few  thousand  dc 
lars,  Randall  started  the  Boston  Cor 
puter  Exchange.  It  took  root.  He  no| 
sells  from  150  to  200  computers  eac 
month.  Last  year  he  moved  about  S2| 
million  worth  of  equipmer 
this  year  sales  should  double 
Buying  or  selling  a  computl 
on  the  BoCoEx  is  as  convl 
nient  as  buying  and  selling  sj 
curities.  Phone  800-262-63S 
and  tell  a  BoCoEx  broker  whj 
you  want  to  sell  or  buy.  Yc 
can  access  BoCoEx'  list  of 
ferings  via  computer  databas^ 
like  CompuServe  and  Delpl 
You  can  also  see  what's  avail 
able  on  a  local  Boston  compul 
er  bulletin  board,  or  for  $10] 
copy  you  can  order  the  week! 
published  list  (P.O.  Box  117 
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y  surprise  you  to  learn  how  few  men  have  the  taste  or  the  means  to  acquire  the  finer  things  in  life.  In  fact,  fewer  than 
of  American  men  spent  S1000  or  more  on  a  watch  in  the  past  year.  What  should  be  no  surprise  to  you  is  that  more 
our  times  as  many  Esquire  men  did.  To  find  out  how  to  reach  your  best  prospects,  call  Randy  Jones  at  (212)  459-7650. 


•"      MMR  NN 


Man  At  His  Best 


Boston,  Mass.  02103).  Includ- 
ed are  recent  prices  paid  tor  the 
more  popular  used  computers 
(see  table). 

If  you're  interested  in  buy- 
ing something  you  see  listed, 
the  broker  will  put  you  in 
touch  with  the  seller.  After 
you  both  agree  on  a  price, 
you're  likely  to  pay  for  it 
through  BoCoEx.  (Most  cus- 
tomers do.)  That  way,  the  ex- 
change puts  buyers'  money  in 
escrow,  then  tells  the  seller  to 
ship  (that  cost  is  billed  to  the 
buyer). 

Upon  receipt,  the  buyer 
then  has  48  hours  to  make 
sure  the  equipment  works.  If 
you're  happy,  the  exchange 
sends  a  check  for  the  sales 
price,  less  a  10%  commission 
with  a  $25  minimum,  to  the  seller.  If 
the  equipment  is  not  as  advertised, 
you  can  either  renegotiate  the  price  or 
nix  the  deal. 

Why  bother  buying  a  used  comput- 
er at  all  when  the  cost  of  IBM  compat- 
ibles has  dropped  so  low?  "It's  still 
price  and  quality,"  says  Randall.  "I 


Used  computer  quotes 


Every  week  the  Boston  Computer  Exchange 
lists  recent  prices  paid  for  computers  sold 
through  the  exchange.  The  listings  help  both 
buyers  and  sellers  get  a  feel  for  the  market. 
Here  are  some  representative  prices  for  the 
week  ending  May  13.  List  prices  are  for  new 
computers  or  are  the  last  reported  prices  if  the 
systems  are  no  longer  manufactured. 


Machine 


List 
price 


Recent 
high 


Recent 
low 


IBM  XT  086 


$2,795 


$1,250 


$  875 


IBM  AT  339 


5,095 


3,700 


IBM  PS/2  Model  50 


4,095 


2,475 


Compaq  Deskpro  386 


7,999 


4,000 


Macintosh  SE  w/20  Meg 


3,569 


2,450 


NEC  Multispeed  EL 


2,495 


1 ,000 


am  selling  IBM  XTs  and  ATs.  A  new 
clone  will  cost  about  the  same  as  a 
used  IBM.  A  used  IBM  retains  a  lot  of 
its  resale  value,  while  a  new  clone 
loses  most  of  its  value  the  day  you 
take  it  out  of  the  box." 

He  adds  that  with  an  IBM  you  never 
have  any  software  compatibility  prob- 


lems. And  he  claims  that  only 
75%  of  the  new  clones  work 
properly  when  you  take  them 
out  of  the  box,  while  99%  of 
the  used  IBMs  do.  Not  surpris- 
ingly, used  IBMs  make  up  a  big 
chunk  of  Randall's  business. 

Why  bother  with  the  Bo- 
CoEx when  you  can  just  as 
easily  place  an  ad  in  a  local 
newspaper?  BoCoEx  can  help 
you  set  the  right  price,  help 
you  find  customers  through  its 
listings  services,  which  reach 
400,000  users,  and  help  screen 
out  casual  lookers. 

Randall  says  that  he  isn't 
worried  a  bit  about  people  go- 
ing into  competition.  On  the 
contrary,  he'll  even  help  them. 
For  $1,500  he  will  sell  you  a 
manual  that  gives  detailed  in- 
structions on  how  to  set  up  your  own 
exchange.  Once  you  purchase  it,  you 
have  preferential  access  to  his  data- 
base and  some  other  privileges  on  the 
BoCoEx.  So  far,  he  has  sold  90  man- 
uals. About  40  purchasers,  he  says, 
have  set  up  their  own  local  ex- 
changes.— Stanley  W.  Angrist 


2,625 


2,225 


3,675 


2,050 


675 


Traveler's  advisory 

If  you  do  a  fair  amount  of  traveling 
out  of  the  U.S.,  especially  to  Third 
World  countries,  clip  this  article  and 
put  it  with  your  passport.  It  could 
save  your  life.  At  the  very  least  it  will 
save  you  a  lot  of  aggravation  in  getting 
important  health  information. 

Shots,  local  health  conditions.  The 
Centers  for  Disease  Control  has  seven 
regional  offices  that  will  tell  you  what 
medical  precautions  to  take,  includ- 
ing which  vaccines  are  necessary.  Mi- 
ami: 305-526-2910;  Seattle:  206-442- 
4519;  Honolulu:  808-541-2552;  Los 
Angeles:  213-215-2365;  Chicago:  312- 
686-2150;  New  York:  718-917-1685; 
San  Francisco:  415-876-2872. 

To  find  out  it  there  are  any  out- 
breaks of  communicable  diseases 
where  you  are  going,  contact  the  Bu- 
reau of  Consular  Attairs  Citizens 
Emergency  Center  al  202-647-5225. 
Don't  assume  you  will  have  heard  of 
anything  major.  Nations  don't  like  to 
publicize  local  epiden  I!  i;   win- 

ter, for  example,  there  was  an  out- 
break of  hepatitis  A  in  SI  and 
the  Bureau  of  Consulai  was 
discouraging  travel  there  n  has 
since  been  rescinded.) 

If  you  have  a  health  cond-    on    Dr. 
R.   Bradley   Sack,   director 
Hopkins  International  Tra\ 
suggests  you  contact  a  travel    I  i 
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advice  on  how  best  to  deal  with  your 
specific  problem  abroad.  "Often  gen- 
eral practitioners  don't  have  up-to- 
date  information  on  travel  medicine," 
says  Sack.  Medical  centers  that  oper- 
ate travel  clinics  include  New  York 
Hospital-Cornell  Medical  Center: 
212-472-4284;  George  Washington 
University  Medical  Center  in  Wash- 
ington, D.C.:  202-994-8466;  UCLA 
Medieal  Center:  213-206-3096; 
Northwestern  Memorial  Hospital  in 


Chicago:  312-908-3155. 

Always  take  along  an  ample  supply 
of  medications,  from  prescription 
drugs  like  antibiotics  and  loperamide, 
an  antidiarrheal,  to  aspirin.  Notes  Dr. 
Sack:  "Certain  drugs  might  not  be 
available  even  if  you  have  a  prescrip- 
tion, and  quality  control  standards 
vary  around  the  world." 

For  a  list  of  doctors  abroad,  contact 
the  International  Association  for 
Medical  Assistance  to  Travelers  be- 
fore you  leave  the  U.S.  It  has  a  list  of 
English-speaking  doctors  in  120  coun- 
tries, most  of  whom  have  been 
screened  by  the  association.  IAMAT 
also  provides  information  and  advice 
on  health  risks  abroad.  Membership  is 
free,  but  donations  are  suggested  to 
help  defray  costs.  Write  417  Center 
St.,  Lewiston,  N.Y.  14092. 

Virtually  all  insurance  plans  cover 
most  medical  costs  anywhere  in  the 
world,  but  be  sure  to  save  your  bills 
for  reimbursement.  Don't  expect  hos- 
pitals overseas  to  simply  accept  your 
insurance  card  for  payment,  but  do 
have  it  for  identification.  If  you  be- 
long to  an  HMO,  you  will  probably 
need  approval  from  your  group  before 
procedures  are  performed  if  you  want 
it  to  pick  up  the  tab.  The  Group 
Health  Association  of  America  sug- 
gests checking  with  your  HMO  about 
payment  for  medical  care  overseas  be- 
fore leaving  the  U.S. — Francesca  Lunzer 
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The  truth  is,  most  German 
5  are  a  lot  better  at  handling 
Autobahn  than  they  are  at 
I  (King  the  human  body. 

One  luxurious  exception  is 
|  Scorpio  touring  sedao.  Built 
lologne,  West  Germany,  Scorpio  performs  with  an  over-the-road 
lipiine  befitting  its  European  heritage.  Yet  it  balances  that  perfor- 
ce with  a  cabin  environment  which  indulges  its  occupants  in 
ce.  comfort  and  tasteful  design.  The  result  is  what  ROAD  &  TRACK 
s  the  Best  Sedan  under  $27,500  in  the  world* 

Perhaps  the  most  striking  evidence  of  Scorpio's  respect  for 
sengers  is  in  the  rear  compartment. 

Here,  legs  may  stretch  out 


DTO 
lNDLETHEMO 
DEMANDING  STRETCH 

OUR! 


in  over  38  inches  of  legroom 
(nearly  eight  inches  mere  than 
Mercedes  190).  Backs  and 
shoulders  can  ease  themselves 
onto  optional  leather  upholstery. 
And,  with  a  mere  flick  of  the 
wrist,  rear  seatbacks  may  be  power-reclined,  allowing  your  compan- 
ions to  relax  in  what  AUTOMOBILE  MAGAZINE  suggests  may  be  "the 
most  comfortable  seats  in  the  industry." 

Naturally,  the  driver  is  equally  well  attended  to,  from  the  eco- 
nomically designed  seat  to  Scorpio's  powerful  2.9-liter  V-6  engine, 
independent  suspension  and  anti-lock  braking  system  (ABS). 

Scorpio.  German  performance  you  can  be  comfortable  with. 
For  more  information  call  1-800-822-929Z 


ected  from  cars  sold  in  the  U.S. 
*le  up— together  we  can  save  lives. 


iported  frorn^Germany  fol 


Lincoln-Mercury  Division  C^§ 


Question:  What  do  you  get  when  you  cross 
traditional  business  consulting  with  psy- 
chotherapy?  Answer,  a  new  kind  of  execu- 
tive career  consulting. 


Sigmund  Freud 
meets  Henry  Ford 


By  Pyan  Machan 


Iate  2()th-centi'ky  industrial  so- 
I  ciel  reated  a  big  demand 

I  foi  li    win)  organize  busy 

executives'  financial  lives,  people 
who  organ ize  th  |  s,  and 

still  otbers  who  admin  ster  their  diets 
and  tone  their  muscles  and  do  their 
shopping — useful  sei  11. 

So  it  was  only  a  mattei   of  time 
before  psychologists  and  mi; 
consultants  came  together  to      rraa 
new  kind  of  practice  speciah  in 

helping  upwardly   mobile   a 
organize  their  career  climbs.  A  pio- 
neer in  this  somewhat  controversial 


specialty  is  TriSource  Group,  Inc.,  a 
consortium  of  therapist/management 
consultants  based  in  New  Rochelle, 
N.Y.  Its  roots  trace  to  1983,  when 
several  metropolitan  New  York-based 
shrinks  noticed  that  many  of  their 
patients — typically  senior  executives 
who  lived  in  the  area — wanted  to  talk 
about  work  and  career  problems.  The 
executives  seemed  to  want  a  kind  of 
personalized  career-counseling — 

something  in  between  management 
consulting  and  strictly  defined,  lic- 
hack-on-the-couch  analysis. 

"An  executive  who's  too  narrowly 
focused  or  has  problems  relating  to 
others  can  get  near  the  top  but  not  all 


the  way,"  explains  Douglass  Lind, 
Presbyterian  minister  who  turne 
psychotherapist  and  managemen 
consultant.  Lind  sensed  that  in  thi 
age  of  specializations,  executive 
would  pay  for  professional  help  ii 
clearing  whatever  obstacles  might  li 
in  their  career  paths.  He  teamed  u 
with  Wilbert  Sykes,  a  psychiatrist 
Richard  Bloom,  a  psychologist  an 
Bloom's  wife,  Susan  Davies-Bloom, 
psychotherapist.  Together  the  fo 
some  started  TriSource  in  1985. 

Faithful  to  its  name,  TriSource  oi 
fers  three  things:  traditional  therap 
for  individuals,  management  consult 
ing  for  companies  and  a  hybrid  of  th 
two — what  TriSource  calls  "execu 
tive  coaching."  The  latter  is,  esser 
tially,  on-the-job  counseling  to  hel 
senior  executives  become  more  effec 
tive  managers  and  overcome  obsts 
cles  blocking  a  career  path.  Wilbei 
Sykes,  TriSource's  chief  executive 
describes  the  executives  TriSourc 
counsels:  "Along  with  unusual  abil 
ties  come  some  specific  limitations. 
The  objective  is  to  stop  limitation 
from  interfering  with  abilities. 

How?  Sykes  says  that  TriSource  ha 
found  that  senior  executives  are  ofte 
the  offspring  of  hard-to-please  pai 
ents.  As  a  result,  many  tend  to  b 
unhappy  with  the  work  they  get  fror 
their  subordinates.  Up  to  a  point,  thi 
is  positive  since  it  can  make  subordi| 
nates  more  productive  than  the 
might  otherwise  be.  But  after  a  poin 
a  demanding  boss  becomes  a  tyrai 
with  whom  no  one  wants  to  wor 
This  is  frequently  the  case  when  a 
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MOST  OF  WHAT 
WE  HAD  TO  SAY 

ABOUT  BUSINESS 

nas  MORNING  WAS 

UNPRINTABLE. 


THE  MORNING  TI Mi 


ran  PiiHoot 


cl0^xxncs 


hTION'S  BUSINESS  TODAY®  ON  ESPN® 
\'TH  THE  LATE-BREAKING  STORIES  THAT 
ORNING  PAPERS  JUST  CAN'T  COVER, 
I:  GIVE  YOU  A  COMPETITIVE  EDGE. 

I;  business  world  is  still  up  after  most  newspapers  have 
jsn  put  to  bed.  So  a  lot  of  what  happens  overnight  catches 
Im  napping.  And  if  you're  not  careful,  it  might  catch 
i  too. 

Which  is  why  you  should  wake  up  with  "Nation's 
l;inessToday"  on  ESPN. 

Starting  every  weekday  at  6:30  AM  (ET),  "Nation's 
l;iness  Today"  brings  you  two  hours  of  up-to-the-minute 
I  iness  news.  Broadcast  live  from  the  nation's  capital. 

We  cover  all  the  latest  financial  and  economic  develop- 
f  its  across  America  and  around  the  world.  In  a  consis- 
tent feature  format  that 
makes  it  easy  to  find  the 
information  most  critical 
to  your  own  business. 
We  also  provide 
interviews  with  today's 

im-*M                      -  business  leaders.  Special 

jfcjj  reports  on  small  business. 

■■^^^^^^^I^  technology,  international 

rTr""          v*  trade,  investment  oppor- 

*^.~:_     :.  ■     tunities  and  the  movers 


Daily  News  Schedule 


(All  Times  Eastern) 
Top  Business  News 
Financial  News 
Small  Business  News 
Special  Business 
Features 

CEO  Close-Ups 
Internat'l  Business  Line 


1st  2nd     3rd     4th 

1/2hr  'fchr  1fehr  1fchr 

6:30  7:00   7:: 

6:35  7:05   7: 

6:40  7:10   7: 


30  8:00 
35  8:05 
40   8:10 


6:50  7:50 

7:15  8:15 

7:25 


and  shakers  on 
Capitol  Hill.  And 
even  weather  fore- 
casts for  business 
travelers. 

With  their  own 
unique  blend  of 
insight  and  analy- 
sis, our  anchors 
will  give  you  an 
insider's  perspec- 
tive on  where  the  business  world  is  heading.  Carl  Grant  is 
an  award-winning  anchorman  and  investigative  reporter  as 
well  as  a  nationally  renowned  business  and  government 
expert.  Meryl  Comer  is  an  Emmy  Award-winning  producer 
and  journalist.  Together,  they  bring  more  than  40  years  of 
solid  business  news  expertise  to  ESPN.  But  it  should  come 
as  no  surprise  that  a  network  so  acclaimed  for  covering 
tough  competitors  at  play  would  be  equally  good  at  cover- 
ing them  at  work. 

"Nation's  Business  Today"  on  ESPN.  Just  listen  to 
what  our  experts 
have  to  say  about 
the  day's  business. 
And  hear  the  kinds 
of  things  that  the 
morning  papers 
find  unprintable. 


8  ESPN,  Inc. 


V('end\  Bjrr.iw, 


I  why 
o  tackle  com- 
as quickly  as  he 
often  child- 
ation,   symptomized 
j  career-numbing  impatience 
and  an  inability  to  delegate  to 
subordinates. 

"We  have  to  slow  these  exec- 
utives down  a  little  and  educate 
them  that  it  is  not  a  little  thing 
to  bring  less  insightful  people 
up  to  speed,"  says  Sykes.  "In- 
stead of  'Follow  me  if  you  can, 
and  if  you  can't,  too  bad,'  we 
make  teachers  out  of  them." 

In  effect,  TriSource  is  a  refer- 
ral agency.  It  now  has  75  affiliat- 
ed therapist/management  con- 
sultants trained  in  both  busi- 
ness organization  and 
psychology  who  take  on  Tri- 
Source clients  as  part  of  their 
private  practices.  In  each  case  a 
client  who  has  heard  about  the 
practice  (usually  by  word  of 
mouth)  calls  the  TriSource 
switchboard  and  is  referred  to 
one  of  the  affiliated  practitio- 
ners. TriSource  then  bills  at  the 
standard  hourly  rates  of  $100  for 
individual  therapy  sessions  and 
$200  for  management  consult- 
ing. TriSource  passes  along  70% 
to  80%  to  the  affiliated  counsel- 
ors and  keeps  the  rest. 

The  approach  has  its  skeptics. 
None  of  the  big  management 
consulting  firms  admits  to 
wanting  to  provide  career  and 
personal  counseling  for  execu- 
tives. Says  McKinsey  &  Co.'s 
Bill  Mat^ssoni:  "Whether  you 
can  change  it  [management 
style]  much  is  a  question  I'd 
have  to  ask."  Agrees  consultant 
and  author  Tom  Peters:  "Freud- 
ians in  the  corridors?  Smells 
like  a  fad  to  me.  If  managers 
want  therapy,  they  should  visit 
their  factories."  Nonetheless, 
TriSource  works  with  senior  execu- 
tives of  dozens  of  companies,  includ- 
ing W.R.  Grace,  Pitney  Bowes,  United 
Technologies  and  the  U.S.  Army. 

What  does  a  client  get  for  his  $100 
or  $200  an  hour?  Consider  Patient  A. 
A  bright  tax  law  specialist  with  a  Big 
Eight  accounting  firm,  he  was  pro- 
moted to  manager  of  a  department 
billing  many  millions  of  dollars.  But 
within  months  he  was  neutralized  by 
a  glacier  of  paperwork.  Subordinates 
nng  in  sloppy  reports.  Pa- 
vas  having  troubk    getting 
iecisions  out  of  his  boss, 
py  a*id  sensing  that  his  job 
Patient  A  called  Tri- 
-  in '  h  lecom.m  nded  a  coun- 


TriSource  cofounder  Douglass  lind 
Trying  to  clear  career  path  obstacles. 


Kjchard  I  rank  feeler  Pictures 


Psychiatrist  \\  ilbert  Sykes,  TriSource  chief  executitx 
"Unusual  abilities,  specific  limitations." 


selor.  The  counselor  started  meeting 
with  him  for  two  hours  once  a  week 
and  spent  the  first  sessions  under- 
standing what  the  patient's  job  re- 
quired, while  assessing  his  strengths 
and  weaknesses.  The  counselor  then 
helped  him  articulate  what  he  could 
delegate,  explained  how  he  had  to  be 
more  specific  and  demanding  with  his 
staff,  and  pointed  out  that  he  should 
be  more  precise  and  decisive  when 
dealing  with  his  own  boss.  Patient  A's 
employer  picked  up  the  $400-a-week 
tab  for  2Vi  years,  and  both  employer 
and  Patient  A  agree  he's  about  30% 
more  productive  and  twice  as  happy. 
And  then  there  are  the  sad  endings. 
Patient   B,   for  example.   A  division 


president  at  a  $4  billion  (sah 
conglomerate,  Patient  B  was  o 
sessed  with  control  and  so  aut 
cratic  that  no  one  in  his  orgar 
zation  could  move  a  pen< 
without  his  approval.  Even  r 
boss,  a  corporate  executive  vi 
president,  couldn't  get  throug 
The  boss  recalls:  "Kicking  [B 
backside  was  like  kicking 
sponge."  So  busy  was  Patient 
tending  to  his  petty  powers  th 
he  overlooked  serious  compe 
tion  coming  from  Canada  ai 
eating  into  his  market  share 

In  this  case,  Patient  B's  ei 
ployer  called  TriSource.  T 
therapist  on  the  case  first  tri 
to  help  the  executive  loosen  u 
but  eventually  recommended 
his  client — the  company — th 
Patient  B  would  not  chanj 
The  company  fired  Patient 
(We  leave  the  ethical  dilemm 
of  the  case  to  the  ethicists.) 

Between  the  happy  and  t] 
sad  endings  are  most  cases,  ti 
ones  where  the  goal  is  inci 
mental  improvement.  Such 
the  case  of  Patient  C,  a  succej 
ful  but  overbearing  foundt 
owner  of  a  small  East  Coa 
manufacturing  firm.  His  pro 
lem  is  that  mistakes  by  suborc 
nates  send  Patient  C  into  paro 
ysms  of  abusive  rage.  He  disco 
ered  that  there's  no  free  puni 
when  he  found  he  had  to  ov< 
compensate  his  employees 
put  up  with  his  antics,  ai 
watched  a  manager  he  was  foi 
of  suffer  a  nervous  breakdow 
In  therapy  with  TriSource, 
entrepreneur  is  trying  to  undt 
stand  why  he  places  so  litt 
apparent  value  on  personal  rel 
tionships  and  is  learning  abo 
less  costly  ways — psychologic 
and  otherwise — to  motiva 
employees. 
If  the  shrinks  are  so  sma 
TriSource  must  be  making  a  lot 
money  for  its  founders,  yes?  Well,  n 
exactly.  Billings  are  growing  rapid 
and  should,  says  Lind,  reach  the 
million  mark  this  year.  Unfortunate 
overhead  is  also  high,  and  only  in  t 
last  quarter  has  TriSource  managed 
small  profit. 

The  founders  hope  to  improve  th( 
profitability  by  bringing  in  more  the 
apists,  marketing  their  services  ai 
making  a  stab  at  keeping  their  cos 
down.  To  the  latter  end,  TnSour 
recently  hired  a  full-time  chief  fina 
cial  officer.  Cofounder  Bloom  isi 
kidding  when  he  says  of  his  own  bu: 
ness:  "It's  a  very  dangerous  practice 
let  shrinks  run  a  business."  ■ 
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Editorially  and  graphically  . . .  we're  tops!  Demographically  . . .  we  deliver  an 
upscale  audience  rhorare  "decision  makers"  with  the  buying  power  that  advertisers 
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Chartered  wings 

It  wasn't  a  pretty  picture,"  recalls 
T.  Coleman  Andrews  III,  president 
and  chief  executive  of  WorldCorp, 
Inc.  He  was  recalling  the  summer  of 
1986,  when  he  took  over  what  re- 
mained of  the  airline  founded  in  1948 
by  a  hard-drinking  flying  legend,  Ed 
Daly.  With  $1  million  in  the  bank  and 
$27  million  in  100,000  tickets  out- 
standing on  its  scheduled  services, 
World  was  bleeding  to  death — $200 
million  cumulative  losses  in  five 
years — from  competition  with  much 
larger  scheduled  carriers.  Bankruptcy 
was  averted  with  $62  million  from 
Drexel  Burnham  (since  repaid)  and, 
following  the  airline  industry  conven- 
tion, with  agreement  from  United 
Airlines  and  Pan  Am  to  accept 
World's  tickets.  It  was  close. 

Andrews,  the  fifth  chief  executive 
since  Daly's  death  in  1984,  stripped 
away  the  scheduled  service  and  a 
high-quality  but  moneylosing  air- 
craft-maintenance service,  sold  an  un- 
needed  Boeing  747  and  refinanced 
what  Andrews  calls  "a  crazy  quilt"  of 
debt  instruments.  Crucial  cost  cuts 
came  with  a  five-year  labor  contract. 
What  remains  at  World  is  a  profit- 
able nonscheduled  carrier  that's  70% 
passenger,  30%  cargo.  Malaysian  pil- 
grims are  flown  to  Mecca  through  a 


deal  with  Malaysian  Air  Systems,  but 
two-thirds  of  revenues  come  from  fer- 
rying servicemen  for  the  military. 

These  changes  at  the  reshaped 
World  turned  a  $28  million  loss  in 
1986  on  revenues  of  $106  million  to 
$7  million  net  profit  last  year  on  reve- 
nues of  $144  million.  In  February 
World,  which  is  based  at  Dulles  Air- 
port outside  Washington,  picked  up 
its  fifth  DC- 10.  Does  this  mean  a  re- 
turn to  scheduled  passenger  service 
anytime  soon?  "We've  no  interest  in 
that  at  all,"  says  Andrews  with  con- 
viction. "In  the  old  days,  nobody 
knew  what  costs  or  yields  [fares  per 
mile)  were.  Now  we  know  we  can't 
compete  with  the  major  scheduled 
carriers.  But  we're  one  of  the  lowest- 
cost  operators  serving  the  Pentagon." 

And  until  the  armed  services  beat 
their  troop  carriers  into  plowshares, 
World  is  more  or  less  guaranteed  to 
stay  profitable. — Howard  Banks 


Monsieur  TLC 

When  Claude  Giroux  says  he's 
running  a  hospital  chain  mostly 
in  Third  World  places  like  Bangkok, 
Rio,  Singapore,  Cairo  and  the  like,  the 
natural  question  is,  "Who's  casting 


*  .ilk"!   I 


Claude  Giroux,  the  medicine  man 
"We  save  a  lot  of  lives." 


the  nurses?"  After  all,  Giroux  was  th 
producer  of  the  classic  porn  movi 
Emanuelle.  "That  is  something  I  did  s 
long  ago  that  I  don't  find  the  humor  i 
your  question,"  Giroux  answers  wit; 
indignation. 

In  fact,  Giroux  seems  to  have  a  pre' 
ty  good  business  idea:  a  chain  of  pro 
it-making  emergency  medical  unit 
aimed  at  tourists  and  businessfolk  i 
countries  where  quality  care  may  b 
hard  to  find.  Usually  he  leases  an 
staffs  sections  of  local  hospitals  an 
charters  planes  to  fly  patients  in  froi 
the  bush. 

Montreal-born  Giroux,  60,  got  th 
inspiration  for  his  Philadelphia-  an 
Geneva-based  International  SOS  A: 
sistance  when  his  daughter  ws 
burned  in  a  fire  on  Sardinia  in  197.' 
Started  with  $1.2  million  of  Girou: 
own  money  in  1974,  the  phvatel 
held  company  has  contracted  for  c 
set  up  medical  facilities  in  22  cour 
tries.  Last  year  the  gross  was  $50  mi 
lion,  he  says. 

Before  he  began  dispensing  medic 
care,  Giroux  was  a  fixture  in  the  th< 
ater,  on  Broadway  and  off,  and  produi 
er  of  the  noted  French  film  A  Man  an 
a  w  oman,  as  well  as  Emanuelle. 

"I'm  doing  something  that  real 
makes  me  feel  fulfilled,"  he  says.  "W 
save  a  lot  of  lives." — Robert  T.  Grieve 


sident  I  c  oleman  Andrews  ill 
y  comes  from  passengers,  but  not  the  ordinary  kind. 


Rambo  banker 

When  the  business  is  in  troubl 
real  trouble,  what  is  your  ban 
expected  to  do?  Call  your  invento 
loans?  Foreclose  on  your  house? 
after  the  kids'  bicycles?  All  too  likel 
Business  is  business.  But  in  Japa: 
banks  may  try  something  differe 
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IVhos  buying 
American? 


/ho  are  the  foreigners  "buying 
merican"  and  how  much  do  they 
ready  own? 

Forbes'  International  500  ranks 
le  100  largest  investors  in  America, 
id  reports  on  just  what  and  how 
iuch  of  the  U.S.  they  own. 

As  the  international  business 
:ene  grows  in  importance  to 
merica's  business  executives  and 
ivestors,  so  does  the  Forbes 
itemational  500. 

A  comprehensive  compilation 
the  500  largest  foreign  companies 
id  the  top  100  U.S.  multinationals, 
s  must  reading  for  anybody  who 
ants  to  know  or  needs  to  know 
ho's  who  and  what's  what  on  the 
ternational  scene.  Which  is  why 


L  major  attraction  will 
»e  the  2nd  annual  Forbes 
International  Billionaires' 
ist.  This  updated  roster 
►f  the  superrich  outside 
he  U.S.  is  loaded  with 
nsights  as  to  how  they 
►ecame  so  fabulously 
wealthy  and  what  they  do 
"vith  their  superriches. 


it's  such  an  important  place  for 
your  company  to  be  seen. 

For  those  who  want  to 
broaden  their  financial  horizons 
with  foreign  investments,  it 
will  report  on  the  top  100  in- 
ternational stocks  available 
in  the  U.S.  Including  data 
such  as:  exchanges,  recent 
prices,  year  highs  and  lows, 
price/earnings  ratios, 
dividends  and  yields. 

And  for  bargain  hunt- 
ers, Forbes  will  report  on  the 
100  cheapest  foreign  stocks.  These 
stocks  are  ranked  by  P/E  ratio, 
and  are  chosen  from  more 
than  2,000  companies  covering  38 
industries  and  traded  on  20 
national  stock  exchanges. 

All  in  all,  the  Forbes  Interna- 
tional 500  is  all  you'd  expect  from 
Forbes.  Thorough.  Timely.  Inform  - 
ative.  Above  all,  interesting — 
particularly  to  those  in  power. 

It's  because  Forbes  knows 
what's  important  to  those  impor- 
tant in  business— not  because  of 
expensive  premiums  or  give- 
aways—that it's  read  regularly  by 
more  corporate  officers  in  America's 
largest  companies  than  any 


other  business  or  news  magazine. 
And  why,  among  the  three 
leading  business  magazines, 
it's  their  favorite. 

If  you  want  to  make  sure 
your  company's  seen  on  the  inter- 
national scene,  invest  your 
advertising  dollars  wisely.  Put 
them  in  the  most  cost  efficient 
of  the  three  leading  business 
magazines  for  reaching  business 
leaders.  Forbes. 

The  issue  date  is  July 
25th,  but  closing  is  June 
13th  for  partial  pages  and 
June  20th  for  full  pages. 


Put  your  message  where  the  money  is. 


Forbes 

Capitalise  Tool 
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Mnd  the  Figures 


They  may  parachute  in  a  banker,  a 
crisis  commando,  whose  missiion  is 
to  save  your  business.  Maybe  one  of 
Japan's  best-known  Rambo  bankers  is 
Tsutomu  Murai  of  Sumitomo  Bank. 

Remember  back  in  1976  when  Maz- 
da (then  known  as  Toyo  Kogyo)  was 
about  to  go  down?  They  had  bet  the 
car  company  on  the  fuel-guzzling  ro- 
tary engine  just  as  the  first  energy 
crisis  hit.  Sumitomo,  which  held 
Mazda's  notes,  sent  in  Murai.  He  end- 
ed the  panic  and  oversaw  develop- 
ment of  conventional-engine  small 
cars,  which  saved  the  company. 

Back  in  1982  Asahi  Breweries  was 
definitely  flat,  number  three  national- 
ly but  losing  market  share  for  more 
than  30  years,  since  the  beermaker 
was  broken  up  at  General  MacAr- 
thur's  command.  Sumitomo  sent 
Murai  to  the  rescue,  which  included 
changing  the  corporate  logo,  repack- 
aging the  beer  and  wheeling  out  a  new 
Super  Dry  Beer.  Super  Dry,  high  on 
alcohol  but  low  on  sugar,  came  out  in 
March  1987.  In  a  year  Asahi's  share  of 
the  $20  billion  beer  market  went  from 
10%  to  17%. 

"It  was  a  big  gamble,  but  I  had  no 
choice,"  Murai  says.  Today  Asahi 
sells  for  Y2,340  on  the  frothy  Tokyo 
Stock  Exchange,  250  times  earnings. 

Murai,  now  70,  joined  Sumitomo 
Bank  in  1942  and  is  a  classic  case  of  a 
banker  turned  consultant.  Manage- 
ment consulting  is  new  to  japan,  al- 
though bank  intervention  is  tradition- 
al. Murai's  secret:  Unleash  the  young, 
seek  their  new  ideas  and  techniques. 
"The  most  important  thing  is  to  tor 
get  the  past,"  Murai  says.  "Harmony 
and  modesty,  old  virtues  of  japan,  are 
out-of-date." — Hiroko  Katayama 


Rich  is  better 

Yes,  the  rich  are  different  from  you 
and  me— and  one  reason  is  that 
they  have  |oel  Epstein  chasing  after 
them  with  money.  Want  to  buy  a  $1 
million  house,   a  yacht,   a  $150,000 
\ston  Martin,  an  airplane?  Epstein, 
•resident  of  Chase  U.S.  Con- 
es (212-432-4601),  with 
»6  plushly  appointed 
he  country,  has 
aeed  hut  proba- 
laving. 
o  provide  financial 


Tsutomu  Murai,  the  banker  who  saved  Asahi  Breweries 

"Harmony  and  modesty,  old  virtues  of  Japan,  are  out-of-date." 


products  that  are  needed  by  rich  peo- 
ple, and  to  provide  them  with  high 
service  levels,"  says  Epstein.  "Banks 
don't  have  an  off-the-shelf  product  for 
the  rich.  We  do."  Like  "jumbo"  mort- 
gages (greater  than  $168,500)  or  "jum- 
bo-jumbo" mortgages  (over  $500,000), 
or  a  $4  million  credit  line  backed  by 
your  $5  million  house.  And  note: 
Those  mortgages  don't  take  two 
months  for  approval.  "We  can  ap- 
prove mortgages  for  our  customers  in 
three  days  and  close  on  homes  in  a 
week,"  he  brags. 

Epstein  is  able  to  charge  a  premium 
on  his  rich  list  mortgage  loans,  from 
an  eighth  to  a  quarter  of  a  percent 
above  the  current  rate  for  ordinary 
mortgages,  but  then  he  also  gives 
bridge  loans  to  pay  for  the  new  home 


if  the  old  one  hasn't  been  sold  yet.  H 
customers  usually  aren't  supernc 
just  well-off,  with  personal  net  won 
running  from  $500,000  to  $1  milho: 
Epstein,  now  42,  has  a  master's  d 
gree  in  political  science  and  spent 
year  with  the  State  Department  b 
fore  joining  Chase  in  1974.  In  the  ea 
ly  1980s  he  worked  for  Chase  in  Hoi 
Kong  and  Beijing  where,  lacking  su 
port  services,  he  started  "tinkerii 
around,"  as  he  puts  it,  to  develop 
workable  money  transfer  system  b 
tween  Chase  and  China.  Back  horn 
he  figured  he  could  take  Chase's 
nancial  services  company  and  stru 
ture  it  like  a  small  loan  compan 
then  aim  it  at  the  rich.  Chase,  hi 
other  banks,  had  a  private  bankn 
department  catering  to  the  wealth 


■<  I  S  Consumer  Services  President  Joel  Epstein 
If  you're  rich  enough,  hell  approve  a  jumbo-jumbo  in  three  days. 
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smash  hit  musical  produced  by 
ph  Papp's  New  York  Shakespeare  Festival 
e  singular  sensation!  Now  in  its  13th  year, 
Ids  the  No.  1  position  as  the  longest- 
ling  play  on  Broadway. 
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For  advertisers, 
Ihere  are  hundreds  of 
TV  stations, 
•sands  of  radio  stations, 
lundreds  of  magazines 
ousands  of  newspapers. 
But  there's  only  one 
A  TODAY-The  Nation's 
No.  1  Newspaper. 
USA  TODAY  offers 
advertisers  a  variety  of 
unique  ways  to  reach 
ions  of  upscale  readers 
everyday! 


L 


THE  NATION'S  NEWSPAPER 


•  Powerful,  poster-like  full- 
color  pages! 

•  Four  fabulous  sections- 
News,  Money,  Sports,  Life! 

•  Bonus  Sections  highlighting 
topics  of  timely  interest! 

•  Daily  strip  ads! 

•  Advertising  adjacencies! 

•  Franchised  positions! 

•  Attractive  rates  and 
aggressive  discounts! 

•  Plus  a  world  of  other 
opportunities! 

For  more  information  about 

the  newspaper  that's 

No.  1  of  a  kind, 

contact  Valerie  Salembier, 

Senior  VP./Advertising, 

(212)715-5380. 


Jices 

behind  the  Figures 


but  Epstein  figured  he  could  get  more 
customers  for  them  his  way.  In  1984 
(before  Epstein)  Chase's  personal  fi- 
nance services  offices  lost  $13  mil- 
lion. Last  year  the  group  made  $24 
million  on  assets  of  $2.9  billion. 

"These  offices  are  not  a  stalking 
horse  for  national  banking,"  Epstein 
adds.  "We  don't  take  deposits.  We  just 
make  loans."— Robert  T.  Grieves 


Don't  say  Flaubert 
sent  you 

Phyllis  Grann  knows  the  differ 
ence  between  art  and  money. 
She's  the  chief  executive  of  the  Put- 
nam Berkley  Group  who  has  filled 
Putnam's  publishing  list  with  long- 
ball  hitters  like  Stephen  King,  Tom 
Clancy  and  Elizabeth  Taylor.  Sixteen 
of  Putnam's  80  hardcover  titles  hit 
the  New  York  Times  hardcover  best- 
seller list  last  year;  with  paperbacks 
included,  the  company  grabbed  40 
spaces  on  the  bestseller  lists,  includ- 
ing the  number  one  hardcover  fiction 
(King's  Tommyknockers,  14  million 
copies  printed),  the  bestselling  papei 
back  novel  (Clancy's  Red  Storm  Rising, 
3.3  million  copies)  and  the  top  paper- 


back nonfiction  title  (Cosby's  Father- 
hood, 2.5  million  copies). 

Grann's  authors  aren't  likely  to  win 
the  Nobel  Prize  in  literature,  but  last 
year  they  brought  in  revenues  of  $159 
million  and  $18  million  in  operating 
income.  Can  she  top  it  this  year? 
"This  is  the  entertainment  business," 
Grann  says.  "It  is  based  on  hits."  And 
people  in  entertainment  know  it's  dif- 
ficult to  predict  hits.  Fortunately, 
Putnam  Berkley's  parent  is  MCA,  the 
entertainment  empire.  "Perhaps  a  dif- 
ferent kind  of  place  that  made  widgets 
wouldn't  understand  that." 

Grann  brought  in  her  first  best- 
seller, Naked  Came  I.  back  in  1962 
when  she  was  a  23-year-old  secretary 
at  William  Morrow  &  Co.  She  joined 
Putnam  in  1976  as  editor-in-chief, 
edited  more  than  40  bestsellers,  and 
last  August  was  promoted  to  chief 
executive  officer.  She  still  edits  eight 
to  ten  titles  a  year,  including  Robin 
Cook's  medical  thrillers  and  Dick 
Francis'  jockey  thrillers.  Her  home 
run  so  far  this  year:  Elizabeth  Taylor's 
diet  book,  Elizabeth  Takes  Off,  with 
535,000  copies  in  print. 

If  there's  a  secret  to  picking  win- 
ners, Grann,  50,  is  keeping  it  to  her- 
self. "I've  always  been  afraid  to  ana- 
lyze it,"  she  says.  Her  Putnam  Berkley 
editors  don't  even  do  formal  profit- 
and  loss  analyses  on  their  titles— al- 
though such  P&Ls  seem  to  be  a  grow- 
ing trend  m  publishing.  "We  do  it,  but 
we  do  it  m  our  heads.  It's  an  informal 
mechanism. " — Fleming  Meeks 


h'ord  Chairman  Donald  Petersen 
Next  year  looks  good,  too. 


utnam  Berkley  publishing  group 
txabetti  Takes  Off  share  what?  Profits. 


The  good  news 
is  the  bad  news 

Nothing  this  good  goes  on  forever 
correct?  Car/truck  deliveries 
have  raced  past  15  million  units  eacr. 
year  since  1985.  Even  this  year  is  hot 
500,000  more  sales  in  the  first  fivt 
months  than  last  year.  So  when  wil 
the  slack  times  come?  Next  year 
Donald  Petersen  says  no. 

"As  far  as  we're  concerned,  198S 
may  be  as  good  as  this  year,"  says 
Petersen,  chairman  of  Ford  Motor  Co 
Petersen,  who  came  up  as  a  produc 
planner,  not  a  bean  counter,  is  wortl 
listening  to.  His  company's  profit  was 
$4.6  billion  last  year  and  might  hx 
closer  to  $5  billion  in  1988.  His  neM 
$30,000  Continental  and  the  lower 
priced  Probe  sports  coupe  are  sellouts 
Next  Christmas  an  all-new  Thunde? 
bird  is  expected  to  be  another  big  wi 
ner.  Even  as  GM  indicates  that  it  w 
cut  capacity,  Petersen's  Ford  can 
build  enough  cars. 

But  isn't  he  disappointed  with  t 
direction  of  the  national  econom 
No,  because  the  good  news  is  the  bai 
news.  "This  so-called  sluggish  growti 
is  a  blessing,"  Petersen  says.  "Wc'n 
not  overheating." — J.F. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   K2 
Ft.  Garland,  CO  81133. 


.n  the  Property  Report  required  by  Federal  >aw  and  read  it  before  signing  anything  No  Federal  agency  has 
id  the  merits  or  value,  if  any.  of  this  properly  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
ment  has  been  filed  with  the  Secretary  of  State  of  the  Slate  of  New  York.  The  filing  does  not  constitule  approval 
sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
hes  NYA86-1 53  A  _;atement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  properly 
offered  to  New  Jersey Tesidents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
ing  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Florida  AD  20537 


\bur  Oxford 
Summit. 

For  three  days  this  September, 

world  business  and  academic  leaders 

will  meet  at  Oxford. 

One  of  them  should  be  you. 


The  occasion  is  the  fifth  annual  International  Business  Outlook  Conference  sponsored 
by  die  International  Herald  Tribune  and  Oxford  Analytica  Ltd.  The  subject  is  the  world.  In  three 
days,  in  small  seminar  groups,  participants  will  review  the  current  political,  economic  and  social 
forces  shaping  the  global  business  climate. 

At  the  same  time  die  Conference  offers  periods  of  quiet  reflection  and  relaxation  with 
a  social  program  appropriate  to  its  distinguished  setting. 

Trie  closing  banquet,  at  Blenheim  Palace,  will  be  addressed  by  Helmut  Schmidt, 
former  Chancellor  of  the  Federal  Republic  of  Germany. 

In  a  period  of  major  elections,  market  crashes,  intractable  debt,  and  tenacious  wars, 
this  Conference  has  never  been  more  important.  We  hope  you  can  attend. 


Heml^SSk  eribunc 

The  global  newspaper 

OXFORD 
&  ANALYTICA 

'  d  consulting  tirni  which  draws  its  project 
m  more  rlur  >00  scrur>r  faculty  members 
t<!  and  '-thcr  leading  universities. 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 
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ood  news  is  bad  news.  Low  unemployment  and  declin- 
!  ig  trade  deficit  figures  would  seem  to  indicate  a  healthy 
I  :onomy.  Not  so,  according  to  stock  buyers,  who  have 

:en  hard  to  please  these  days.  The  March  trade  deficit 

irank  to  $9.75  billion,  a  three-year  low.  Wall  Street 
I  sponded  by  knocking  down  the  Dow  21  and  35  points  in 

lccessive  sessions.  The  Dow  is  again  trading  below  the 
t)00  level.  For  the  two  weeks  ended  May  20,  the  Dow  fell 
17%,  while  the  broad-based  Wilshire  index  lost  2%.  Nas- 


daq stocks  declined  by  3.5%,  while  Amex  shares  didn't 
fare  much  better,  with  a  3.3%  loss. 

The  yardsticks  below  indicate  the  relative  strength  of 
tiny  companies,  outfits  with  market  capitalizations  under 
$17  million.  They  continue  to  do  better  than  the  big  guys. 
They  rose  a  modest  0. 1  %  during  the  last  four  weeks,  while 
companies  with  over  $1  billion  in  market  value  fell  2.8%. 
Over  the  last  52  weeks  the  large-capitalization  firms  lost 
4.6%,  while  the  small  firms  gained  17.5%. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-2.5 

-2.5 

-3.1 

-2.5 

-2.1 

-2.1 

>.n  last  52  weeks 

-10.0 

-10.1 

-13.0 

-9.9 

-9.5 

-10.2 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-2.8 

0.1 

0.9 

0.3 

-0.9 

-0.6 

0.4 

-0.3 

-0.1 

-0.5 

-2.0 

-0.5 

in  last  52  weeks 

-4.6 

17.5 

14.6 

5.3 

-4.2 

-1.1 

-0.1 

19.6 

13.8 

4.9 

-0.9 

13.3 

ilshirc  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements 
stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 
>wth  image,  determined  by  Wilshire  Associates. 

of  equity  since  index  was 
more  stable.  4A  quantitat 

created  2Based  on  sales, 
ve  evaluation  of  a  stock's 

.: r->-l:2 

Stwoi  Ramos 

ate:  All  data  for  periods  ending  5/20/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


The  market  speaks.  Transportation  stocks  were  discarded 
by  portfolio  managers  worried  about  this  inflation-sensi- 
tive group.  During  the  last  52  weeks  transportation  and 
technology  have  been  the  worst-performing  sectors,  with 
losses  of  17.2%  and  18.4%,  respectively. 

Wall  Street's  upside  action  was  focused  on  dividend- 
nabbing  plays  and  takeovers.  Both  Houston  Industries  and 


GTE  had  over  48  million  shares  traded  during  the  da\i 
prior  to  going  ex-dividend.  In  the  last  two  weeks  takeove: 
candidates  Murray  Ohio,  a  bicycle  maker,  and  Macmillar1' 
gained  46%  and  29%,  respectively.  Robert  Bass  is  interest  j 
ed  in  acquiring  the  book  publisher.  Union  Carbide  fell 
20% :  Investors  were  not  pleased  with  the  firm's  plans  t<; 
slash  its  dividend  and  offer  new  stock. 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


Evolving  bargains.  Lower  stock  prices  and  optimism  the  biggest  earnings  upgrade,  as  analysts  increased  thi 
about  1988  earnings  continue  to  bring  down  the  multiples  group's  1988  forecast  by  4%  over  the  last  two  weeks 
on  estimated  1988  earnings.  Consumer  durables  shows      Ford's  1988  estimate  was  raised  from  $8.26  to  $9.09. 


Forecasting  the  Forbes  Sales  500 


Performance 
period 


Average 
earrings  per 
share  P/E 


months 

- 


$2.65 
3.54 
3.92 


13.7 

10.2 

9.3 


Rank  based  on 
change  in  estimate               Sector 

Estimated  1988 
EPS              P/E 

%  change  in  1988  estimate 
in  2  weeks       in  4  weeks 

1                         Consumer  durables 

$4.30 

12.1 

4.01% 

4.69% 

2                       Raw  materials 

2.92 

10.2 

1.95 

3.06 

3                       Energy 

2.90 

13.2 

1.45 

2.47 

4                         Capital  goods 

2.57 

13.9 

0.61 

1.16 

5                           Technology 

2.87 

11.3 

0.37 

0.88 

6                         Finance 

3.44 

7.6 

0.24 

-0.24 

Transportation 

2.46 

10.3 

0.15 

0.18 

8                         Consumer  nondurables 

2.53 

12.3 

0.03 

-0.02 

9                          Utilities 

2.42 

9.5 

-0.13 

-0.32 

sighted)  MUcmm  intimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continually  by  the  Institutional  Brokei 
id)      met  &  Ryan,  a  New  York-based  brokerage  lirm 
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|)RBES  Presents  the  1988  Special  Advertising  Section: 

RANCHISING: 

•PTIONS  FOR  OPPORTUNITY 

:je  Date:  August  22,  1988 
(Closing:  June  27,  1988 


;anchising  is  hot — and 

"getting  hotter.  With  good 

ton.  Franchising  is  the 

nr  way  to  grow  a 

i.ness.  The  industry's 

nrically  high  success  rate 

i.  bright  prospects  will  be  the 

1st  of  the  FORBES  1988 

iichising  Supplement  which 

he  produced  by  the 

:*BES  Special  Projects  De- 

iTient.  The  supplement's  author 

he  David  M.  Roth,  who  has 

fen  extensively  on  franchising  for 

nnal  and  regional  publications.  The 

plement  will  follow  the  formula  that  every 

i  pages  of  advertising  will  be  accompanied 

I  full  page  of  text  and  illustration.  This 

Itive  environment  provides  a  perfect  platform 
Franchise  advertisers  to  present  their  own 

I  pelling  stories. 

:  all  the  advantages  of  participation  by  advertising  in  the  FORBES  1988 
iichising  Supplement  like  free  reprints  of  the  section,  bonus  distribution  by  the 
6'national  Franchising  Association  and  a  free  listing  on  the  reader  service 

I I  (based  on  the  response  to  previous  Franchise  supplements  you  can  look 
r/ard  to  receiving  hundreds  of  requests  for  your  literature). 

(  Sarah  Madison  (505)  275-1282/3. 
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The  Money  Men 


Giant  pension  funds  often  turn  into  pas- 
sive investors  that  merely  track  the  market. 
Not  Bob  Bowman  s  $15  billion  fund. 

Aggressive 
prudence 


By  Rick  Reiff 


If  Robert  A.  Bowman  under- 
stands anything,  it's  the  relation- 
ship between  money  and  power. 
In  his  case,  political  power  gives  him 
public  money,  and  public  money,  in 
turn,  gives  him  unusual  financial 
market  power. 

It's  not  the  sort  of  investment  clout 
relished  by  most  state  pen- 
sion officers,  who  lean  heavi- 
ly to  bonds  and  mortgages 
when  investing  pension  as- 
sets. Bowman,  the  treasurer 
of  Michigan,  puts  only  about 
a  third  of  $15  billion  in  state 
employee  pension  money  in 
fixed  income.  He  plays  the 
stock  market  with  about  half 
the  money  and  pumps  small- 
er amounts  into  venture  cap- 
ital and  real  estate,  produc- 
ing for  the  last  five  years  an 
average  16%  annual  return. 
That  ranks  Michigan  in  the 
top  third  of  state  retirement 
funds,  most  of  which,  unlike 
Bowman's,  pay  for  high- 
priced  Wall  Street  advice. 

"We  let  prudence  and  fidu- 
ciary responsibility  be  the 
guiding  principles,  and  nut 
some  antiquated  theory  that 
public  funds  should 
bonds,''  says  the  boyish- 
ly  handsome    Bowman 

lore    bowman  buys 

mi  ities  normally 

• .  '-  l  o\  ■!    art- 

I  ike   in   AH. 

i 


corp.  Michigan  has  had  to  file  13-D 
disclosures  of  5%  stakes  in  24  compa- 
nies in  the  last  five  years.  Bowman  is 
no  raider  or  greenmailer.  He  is  simply 
not  content  to  make  small  bets.  Bow- 
man estimates  that  his  unusual  strat- 
egy of  concentrated  buys  has  generat- 
ed an  additional  one  to  two  points  of 
annual  return. 

After  getting  degrees  from  Harvard 


Michigan  Treasurer  Robert  A  Bowman 

"I  run  this  like  a  private  sector  fund." 


and  Wharton,  Bowman  worked  in  i* 
U.S.    Treasury   Department    on   tig 
Chrysler   bailout   and   at   Goldmif 
Sachs  on  municipal  bond  deals.  Wh; 
in  Washington,  he  caught  the  atti- 
tion  of  James  Blanchard,  then  a  ct- 
gressman  from  suburban  Detroit,  wj 
sponsored  a  touch  football  team  tit 
Bowman  played  on.  When  Blanch;! 
became  Michigan's  governor  in  19il>. 
he  appointed  Bowman  state  treasur. 
"I  run  this  fund  like  a  private  secli 
fund,"  says  Bowman,  who  recenf 
instituted  performance  bonuses  fori 
investment  staffers  that  could,  if  t » 
staffers  beat  the  market  averages  wl  I 
enough,  double  some  salaries  to  levi^ 
exceeding  the  governor's  $100,000.4 
Performance    talks,    and   Bowm;i 
seems  to  buckle  to  public  pressilii 
less  often  than  his  counterparts  I 
other  states.  He  resisted  pressure  | 
divest  the  stock  of  companies  doiT 
business  in  South  Africa.  He  refu 
to  sell  the  pension  fund's  840,01 
shares   in  Union  Carbide  after  tl 
1984  Bhopal  disaster  forced  the  stol 
below  33,  causing  a  paper  loss  of  $1 
million.  Bowman's  staff  valued  tl 
stock  at  58;  he  held  on  until  it  hit  (I 
But  Bowman  knows  how  to  sccl 
points  with  the  legislature.  The  pel 
sion  fund  has  made  $242  million  I 
positions  in  Ford  Motor.  And  $11 
million  of  the  fund's  $300  million 
venture  capital  is  investedi 
Michigan,  much  of  it  in  t[ 
so-called  Automation  Alll 
of    industrial    developmel 
between  Detroit  and  Ann  M 
bor.    A    pork    barrel    furJ 
Hardly.  The  pension  fund  m 
vests  in  companies  only  aff 
they  have  a  record,  and  h 
ways  with  other  investoB 
One  of  the  biggest  hits  so  f :  | 
a   gain   of   $1.4   million,  1 
135%,    in   Diamond   SensB 
Systems,  an  Ann  Arbor  put 
ducer    of    blood    analyze^ 
Losses  include  $2  million  I 
Attache   Software,   an   AF 
Arbor   company    that   we" 
bankrupt    trying    to    sell 
business    software    progra 
that  came  in  its  own  bri 
case. 

Bowman's  portfolio 
about  80  actively  managl 
stocks  is  shuffled  weeM 
from  a  list  of  500  issi 
(most  with  market  capitJ 
izations  over  $500  milliol 
tracked  by  his  12  analys. 
The  staff  determines 
stock's  appreciation  potej 
tial  in  a  straightforwafl 
way — from  such  factors 
sales    and    earnings    projel 


i 

! 


FORBES,  TUNE  13,  1981 


ons,  cash  flow,  management  and 
ew  product  development.  It  will 
l  kely  pass  on  a  volatile  stock  if  the 
I  ividend  is  low,  the  economy  is  bleak 
j  <  r  no  outside  analyst  agrees  with  the 
.  i  ;aff  assessment. 

:  Typically  the  fund  buys  $20  million 
I !  orth  of  a  stock,  then  continues  buy- 
:  i  ig  in  $20  million  installments  until 
!  .  ie  stock  falls  off  the  list  of  the  100 
: ;  est  buys.  Stocks  are  sold  when  they 
I  ill  into  the  bottom  200. 

■  Last  October  and  November  the 
:  ind   purchased    880,000    shares    of 

i  oubled  General  Public  Utilities,  rat- 
I -i  the  70th  best  buy  on  the  list  of  500 
I  :ocks  because  its  Three  Mile  Island 

I  uclear  plant  was  finally  cleaned  up 
:nd  higher  electric  rates  had  been  ap- 
proved. The  price  was  $27,  but  Bow- 

I I  lan's  analysts  figured  dividends 
1 1  :ould  increase  to  $2  a  share  by  1989 

■  om  60  cents.  A  target  price  of  34  was 
i.:t.  General  Public  now  trades  near 

3;  the  initial  $23  million  stake  is 
: ;  ow  worth  $29  million  and  the  divi- 
nend  is  up  to  $1.20. 

Hunches  play  a  role,  too.  After  a 
..articularly  pleasant  flight  on  Pied- 

lont  in  early  1986,  for  example,  Bow- 
;  lan  had  an  analyst  look  at  it.  The 

:  70,000  shares  bought  at  40  netted 
;  1 7.8  million  when  they  were  tendered 
;  }  USAir  at  69  last  year. 
:    Recent  buys  have  included  Citi- 
corp,   American    Express,    Salomon 

rothers  and  J.P.  Morgan.  Bowman's 
l:aff  thinks  investor  concerns  over 
i;  bird  World  debt  and  a  Wall  Street 

^cession  are  overrated.  The  fund  has 
i:lso  been  adding  to  its  biggest  hold- 
lilgs — International  Business  Ma- 
rlines, General  Motors  and  Digital 

:quipment,    which    are    considered 

eeping  giants  by  Bowman's  staff. 

;  Having  the  courage  of  one's  convic- 

ons  has  its  price:  When  the  fund 
I  lakes  a  mistake,  it's  a  beaut.  The  fund 
::)st  $20  million  on  a  million-share 
ntake  in  McDonnell  Douglas  sold  be- 
i  »veen  August  and  December.  The  staff 
I  nderestimated  the  severity  of  defense 
•t :  uts.  But  Michigan  can  take  some  cred- 
1    for  anticipating^  crash  last  year.  The 

ind  was  53%  in  common  stocks  last 
•:ily  but  only  48%  by  Oct.  19.  So  the 

rash  cost  only  $1  billion. 
Long  term?  Bowman  has  made  a 
.nartial  concession  to  passive  invest- 
I  ig.  He's  spreading  $3.5  billion  among 
.:  ie  stocks  that  make  up  the  S&P  500. 
•  ut  he'll  be  even  more  aggressive  with 
cjie  other  $3.5  billion,  concentrating 
-    in  a  mere  50  or  so  stocks,  including 

mailer  companies. 

i  His  own  future  is  uncertain.  Bow- 
,iian   says   he    expects    to    quit    his 

1 80,000  job  by  the  end  of  the  year,  but 
ie  asn't  announced  any  plans.  ■ 
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TO  GET  A  FOCUS  ON  THEIR 

FINANCIAL  FUTURE 
THE  BAKER  FAMILY  COMES 

Tr/^\  f^T-I  A  QT7  insisht  in  the  areas  of 


At  Chase  Private 
Banking,  we  under- 
stand that  the  needs  of 
affluent  families  can  sometimes  be 
generations  apart. 

Accordingly,  we  offer  a  complete  spec- 
trum of  financial  services  to  meet  the 
changing  needs  of  each  family  member 
over  the  years. 

At  the  early  stages  of  planning  for  your 
future,  we  can  provide  investment  and 
cash  management  programs  to  meet  spe- 
cific growth  and  income  objectives.  We 
can  help  with  business  start-ups,  design 
plans  for  educational  funding,  arrange 
for  substantial  home  financing  and  more. 

Later  on,  you  may  require  trust  and 
estate  planning.  We  offer  skill  and 


equity,  tax-exempt  and 
cash  management  invest- 
ing for  principal  preservation  and  retire- 
ment planning. 

And,  if  a  family  business  is  involved, 
Chase  Valuation  Consultants  can  prepare 
valuations  for  buy/sell  agreements,  mergers 
and  acquisitions,  and  even  provide  strate- 
gies for  passing  the  business  on  to  the  next 
generation. 

It's  this  simple.  If  you  have  $250,000 
in  income  or  $500,000  in  investable 
assets,  you  can  benefit  from  the  service, 
expertise  and  professionalism  of  a 
Chase  Private  Banking  relationship. 

To  find  out  more,  call  Gail  A.  Schneider, 
Vice  President  at  (212)  730-3334. 


Ifou've  made  it.  Now  make  the  most  of  it. 


In  California,  call  Robert  Diehl  at  (415)  433-8430  or  Gerald  Levy  at  (213)  689-5234. 
In  Florida,  call  J.  Bradford  Greer  at  (407)  659-6704  or  1-800-551-5927 
LENDER    Not  affiliated  with  Chase  Federal  Savings  and  Loan  Association. 
©  1988  The  Chase  Manhattan  Bank,  N  A/Member  FD1C 
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METROPOLITA 


Another  polished 
performance 

In  December,  when  we  announced 
our  results  for  1987,  we  promised  that 
they  were  the  start  of  something 
even  brighter. 


1988  Interim  Results 

Pre-tax  profits  up  38% 
to£232.2m 
Earnings  per  share  up  31 
Dividend  up  22% 


It  will  therefore  be  no  surprise  that 
in  the  half  year  ended  31st  March  1988  we 
produced  a  pre-tax  profits  increase  of  38 
per  cent,  with  every  sector  contributing. 

Hcublein   is   meeting  our  best 


expectations;  Inter-Continental  Hotels 
and  Pearle  have  continued  their 
strong  improvement;  our  many  lead- 
ing brands  are  performing  well;  and 
trading  conditions  remain  encouraging. 

Interest  cover  of  5.4  times 
demonstrates  the  company's  remark- 
able ability  to  generate  cash. 

The  group's  strategy  is  showing 
through  clearly. 

GRAND  METROPOLITAN 

....adding  value 


: 


■  Results,  contact  Rob  Mitchell,  Grand  Metropolitan  Inc.  100  Paragon  Drive,  Monrvale,  NJ07645. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Have  you  heard  about  the  FSLIC  bailout 
bonds?  An  interesting  bet,  but  even  a 
gambler  knows  when  to  walk  away. 


OSTRICH 
BONDS 


By  Ben  Weberman 


What  are  the  odds  that  Congress 
*vill  let  the  savings  and  loan  indus- 
:ry  sink  to  the  bottom?  One  chance 
n  ten?  One  in  two?  Line  up  and 
olace  your  bets.  You  can  make  or 
ose  a  bundle  on  this  curious  politi- 
cal speculation. 

If  you're  bullish  on  bailouts,  buy  a 
50-year  (stripped)  zero  coupon  bond 
racked  by  debt  of  Financing  Corp., 
:he  new  entity  that  partly  recapital- 
zes  the  insolvent  Federal  Savings  & 
^oan  Insurance  Corp.  The  zeros  are 
:rading  at  roughly  a  20%  discount 
:o  the  genuine  item,  30-year  Trea- 
sury zeros.  Then  wait  for  Congress 
:o  appropriate  the  $50  billion  or  so 
t  may  take  to  liquidate  the  sick 
hrifts  in  Texas  and  elsewhere. 

If  you  think  Congress  will  tell  the 
Texans  to  take  a  hike,  don't  buy 
hese  zeros.  They  could  become 
vorthless.  ; 

Financing  Corp.  is  a  mixed-own- 
:rship  government  corporation  cre- 
ated by  act  of  Congress  to  make 
relieve  it  was  solving  the  thrift  en- 
ds. The  convoluted  1987  recapital- 
zation  of  FSLIC  enabled  the  politi- 
cians to  hide  their  heads  in  the  sand. 
Instead  of  authorizing  the  Treasury 
o  pick  up  the  tab  directly  at  FSLIC, 
hey  arranged  for  this  new  entity  to 

Uen  Weberman  is  a  senior  editor  of  Forbes 
Ytagazine 


have  its  own  borrowing  power. 
What  do  you  call  the  resulting  secu- 
rities, which  aren't  quite  backed  by 
the  faith  and  credit  of  the  U.S.  gov- 
ernment? Moral  obligation  bonds?  I 
think  ostrich  bonds  would  be  an 
appropriate  name. 

So  far  $2.9  billion  of  ostrich  bonds 
have  been  issued  in  six  offerings. 
Two  things  back  the  Financing 
Corp.  debt.  One  is  a  small  portion  of 
the  proceeds  set  aside  for  the  pur- 
chase of  AAA-quality  Treasury  ze- 
ros due  when  the  debt  matures  in 
2017  and  2018.  The  repayment  of 
principal,  then,  is  assured. 

The  other  backing,  and  the  type 
that  could  be  hazardous,  is  for  the 
interest  coupons  in  the  intervening 
30  years.  They  have  a  first  claim  on 
the  premiums  (called  "assess- 
ments") that  FSLIC  collects  for  de- 
posit insurance. 

The  right  to  levy  arbitrary  assess- 
ments on  member  thrifts  should  be 
pretty  valuable,  akin  to  a  govern- 
ment's taxing  power.  But  there  is  a 
practical  limit  to  how  much  FSLIC 
can  soak  the  solvent  S&Ls  in  order 
to  bail  out  the  losers.  Some  strong 
thrifts  threaten  to  exit  the  system 
and  become  FDIC-insured  banks. 
FSLIC  may  not  be  able  to  nail  all  the 
deserters  with  a  stiff  exit  tax. 

Thus,  the  ostrich  bonds  could  be 
fairly  weak  credits,  absent  a  taxpay- 
er-financed rescue  of  the  thrift  in- 
dustry. The  gamble  with  a  Financ- 
ing Corp.  bond  is  on  the  likelihood 
and  imminence  of  that  rescue. 

The  gambling  action  recently  got 
a  little  more  interesting.  Financing 
Corp.  last  month  issued  $750  mil- 
lion in  10%  bonds.  As  soon  as  the 
issue  came  out,  Salomon  Brothers 
repackaged  the  30-year  bond  into  60 
zeros  associated  with  the  semian- 


nual interest  coupons  and  one  zero, 
due  in  2018,  attached  to  the  repay- 
ment of  principal.  The  coupon  zeros 
are  scaled  to  yield  between  8.10%  in 
one  year  and  10%  in  201 7.  The  prin- 
cipal zero,  sold  in  a  private  place- 
ment, was  priced  to  yield  9.15%. 

An  investor  holding  the  principal- 
backed  strip  has  an  instrument 
backed  by  an  equivalent  amount  of 
U.S.  Treasury  zero  coupon  debt. 
This  particular  Financing  Corp. 
zero,  then,  gets  about  as  close  to 
being  a  full  faith  and  credit  U.S. 
obligation  as  it  can  without  being 
one.  The  distinction  is  enough  to 
cost  real  money,  however.  Buyers 
are  demanding  35  basis  points  more 
on  the  Financing  Corp.  zero  than  on 
corresponding  Treasury  zeros. 

The  coupon-associated  strips  are 
another  matter.  Those  due  within  a 
year  will  probably  be  paid.  FSLIC 
still  has  assessments  coming  in,  and 
it  is  dragging  its  feet  shutting  down 
the  worst  S&Ls  (one  of  them  lost 
$1.2  billion  in  capital  this  March 
alone).  So  long  as  the  procrastina- 
tion continues,  there  will  be  cash  in 
the  till  to  redeem  the  strips. 

What  about  the  further-out  zeros? 
Says  one  investment  banker  hope- 
fully, "There  is  only  one  thing  more 
sacrosanct  than  deposit  insurance 
and  that  is  Social  Security  pay- 
ments. There  is  no  way  that  a  de- 
fault would  be  permitted." 

But  you  can't  ignore  the  risk. 
Governments  do  sometimes  fail  to 
pay.  Cleveland  and  New  York  City 
defaulted  within  memory,  and  a 
group  of  municipalities  in  Washing- 
ton ducked  contractual  obligations 
backing  several  billion  dollars  of 
electric  power  debt.  What's  to  stop  a 
future  Congress  from  proposing  a 
"compromise"  in  which  "wealthy 
bondholders"  who  "knew  they  were 
taking  a  risk"  would  share  in  the 
cost  of  the  bailout? 

Ward  McCarthy,  chief  financial 
economist  at  Merrill  Lynch,  says 
the  30-year  principal  strips  paying 
the  incremental  40  basis  points  over 
Treasurys  "represent  excellent  val- 
ue." He's  a  little  less  enthusiastic 
about  the  30-year  coupon-related 
strips,  even  though  they  pay  almost 
a  full  percentage  point  more  than 
pure  Treasurys. 

If  taxpayers  do  end  up  paying  for 
the  rescue,  they  will  pay  a  little 
extra  for  Congress'  waffling.  For  ev- 
ery $1,000  of  face  value,  a  9%  Trea- 
sury zero  due  in  2017  raises  $73  on 
Wall  Street  now.  A  10%  ostrich 
raises  $58,  a  fifth  less.  ■ 
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Some  money  managers  assume  the  in- 
dustrial recovery  is  for  good,  others  think 
it  is  good  only  for  a  few  more  years.  But 
both  groups  are  hot  for  industrial  stocks. 

DEMISTING  THE 
RUST  BELT 


"The  rust  belt  is  no  longer  off  limits 
to  investors,"  says  Mike  Sassi  at 
Lynch  &  Meyer.  "Industrial  compa- 
nies have  become  lean  and  mean 
and  very,  very  efficient." 

Press  many  money  runners  these 
days,  and  they  sing  similar  songs. 
They  croon  about  industrial  mir- 
acles. Take  Phelps  Dodge,  which 
has  dropped  its  production  costs  to 
50  cents  per  pound  from  70  to  80 
cents,  and  is  producing  more  copper 
now  than  in  1982  with  half  the 
work  force.  Or  how  about  Ford, 
which  is  building  the  same  number 
of  cars  with  50,000  fewer  workers; 
or  Bethlehem  Steel,  which  is  ex- 
porting steel  to  Japan? 

The  most  important  cause  of  this 
industrial  rebirth  is,  of  course,  the 
weak  dollar,  which  makes  U.S.  ex- 
ports cheaper  on  foreign  markets 
and  imports  more  expensive  here. 
These  money  runners  don't  expect 
the  dollar  to  break  out  of  its  trading 
range  of  120  to  130  yen.  An  especial- 
ly nice  situation,  since  it  puts  many 
industries  in  the  desirable  position 
ot  having  cut  costs  and  improved 
productivity,  so  they  can  take  ad- 
;     ot  growing  world  demand 
.ce. 
rthy  at  Lord,  Abbett  & 
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Co.  expects  explosive  industrial 
earnings  now  with  the  start  of  an 
investment  cycle.  "It  takes  time  to 
move  from  a  consumer-  to  produc- 
er-oriented economy,  but  it  is  hap- 
pening. Companies  will  start  in- 
vesting in  the  employees  left  on  the 
payroll.  We  are  in  the  early  stages  of 
a  capital-goods  cycle." 

Some  money  managers  are  even 
arguing  that  this  is  the  start  of  a 
secular  upturn  for  industrial  compa- 
nies. And  even  those  who  aren't 
counting  on  a  four-  or  five-year  run 
on  the  trend  think  the  cycle  could 
last  another  couple  of  years. 

The  problem  for  believers,  how- 
ever, is  finding  the  stocks  to  play 
the  theme.  As  Whitney  Merrill  of 
Mitchell  Hutchins  says:  "The  con- 
cept of  ^industrialization  is  an  easy 
one  for  investors  to  lock  into,  but 
it's  difficult  from  a  fundamentals 
point  of  view  to  find  companies  that 
have  increased  their  competitive 
position  and  have  another  two  or 
three  years  of  good  earnings  ahead 
of  them." 

Nonetheless,  most  managers 
agree  that  there  are  several  stocks  to 
hold:  Deere,  Caterpillar,  Inco  and 
Harnischfeger. 

Deere  is  the  world's  largest  maker 
of  farm  equipment.  The  company 
has  closed  plants,  started  outsourc- 
ing, eliminated  work  rules  with  the 
union,  and  cut  out  a  lot  of  middle 
management.  Now,  according  to 
Mike  Sassi,  Deere  will  break  even  at 
35%  of  capacity.  "Usually  a  compa- 
ny like  this  breaks  even  at  70%,"  he 
says.  "Just  imagine  the  tremendous 
operating  leverage  they  have  now; 
we'll  be  seeing  a  tremendous  in- 
crease in  earnings,"  he  says. 

Caterpillar  is  the  largest  manu- 
facturer of  earthmoving  machinery 


and  equipment.  Since  Caterpillar's 
main  competition  comes  from  the 
Japanese  firm  Komatsu  Forklift,  the 
weak  dollar  and  strong  yen  should 
be  gangbusters.  Money  movers  are 
also  impressed  with  Cat's  global 
reach — it  has  factories  in  eight 
countries. 

Inco  produces  about  one-third  of 
the  non-Communist  world's  mar- 
ket in  nickel,  along  with  copper  and 
other  metals.  Inco  has  cut  costs  by 
using  bulk  mining  methods  and 
more  mechanized  techniques.  It 
should  benefit  from  higher  nickel 
and  copper  prices. 

Harnischfeger  makes  material 
handling  equipment.  In  1986  it 
bought  Beloit  Corp.,  one  of  the  larg- 
est papermaking  machinery  sys- 
tems in  the  world.  Harnischieger's 
worldwide  position  in  paper  ma- 
chinery will  be  helped  by  the  falling 
dollar  because  its  two  main  compet- 
itors are  Finnish  and  German. 

Money  movers  are  also  up  for 
Georgia  Gulf,  the  commodity 
chemical  company.  Prices  have 
been  moving  up  in  the  past  18 
months,  and  the  firm  has  been  using 
cash  flow  to  pay  down  debts  in- 
curred in  1985  when  management 
did  a  leveraged  buyout  of  what  was 
Georgia-Pacific's  chemical  division. 

There  is  lots  of  enthusiasm  for 
Emerson  Electric,  an  electrical  and 
electronic  products  manufacturer. 
McCarthy,  who  has  40%  of  his  port- 
folio in  the  producer  sector,  is  mad 
about  Emerson.  He  likes  GE,  too, 
but  he  thinks  that  it's  too  diversi- 
fied— only  30%  of  its  operation  is  in 
capital  goods,  while  Emerson  has 
60%  in  capital  goods. 

A  cautionary  note:  One  of  the 
very  early  buyers  of  the  industrial 
renaissance  theme,  Sanford  C.  Bern- 
stein, is  reducing  its  exposure.  Peter 
Carman  allows  that,  on  average, 
prices  are  still  pretty  cheap,  but  he 
says,  "The  time  to  buy  was  at  the 
end  of  1986,  before  the  trade  balance 
started  turning;  now  they  are  less 
attractive."  And  Whitney  Merrill 
thinks  that  earnings  will  slow,  espe- 
cially for  commodity  companies. 
"On  a  valuation  basis,  how  much 
are  investors  willing  to  pay  for  earn- 
ings that  are  close  to  their  peaks?" 
he  asks. 

Nonetheless,  most  of  these 
stocks  have  not  yet  caught  up  with 
the  huge  percentage  runups  that 
consumer  stocks  have  had  over  the 
past  five  years.  And  a  lot  of  money 
managers  are  clearly  enjoying  the 
opportunity  to  buy  America.  ■ 
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In  deciding  which  stocks  to  own  in  the 
current  market  environment,  don't  be 
subtle:  Buy  the  big,  strong,  cheap  ones. 

STORMY  WEATHER 
STOCKS 


By  Kenneth  L.  Fisher 


You  probably  are  going  to  continue 
owning  some  stocks  even  though 
you  fear  a  bear  market.  What  kind  of 
stocks  should  they  be?  By  my  think- 
ing, they  should  be  dirt  cheap  and 
have  high  relative  market  share  in 
their  industries. 

What  has  market  share  to  do  with 
the  stock  market?  In  a  bear  market, 
plenty.  My  authority  for  this  is  his- 
tory and  a  gentleman  named 
Charles  Schwab — not  the  famous 
discount  broker  of  that  name  but 
the  long-deceased  steel  magnate.  In 
a  cutthroat  era,  when  steel  prices 
had  fallen  steadily  for  decades,  this 
Charles  Schwab  got  J.P.  Morgan  to 
back  him  in  buying  up  steel  outfits 
at  about  five  times  depressed  earn- 
ings. By  putting  companies  togeth- 
er, Schwab  knew  he  could  dominate 
certain  markets.  He  knew  that  mar- 
ket share  had  a  worth  in  and  of 
itself,  particularly  in  tough  times. 
Thus  was  U.S.  Steel  born. 

Schwab  quit  and  started  what  is 
now  Bethlehem  Steel,  again  concen- 
trating on  market  share,  this  time  in 
steel  specialties  and  subspecialties. 
He  knew  he  didn't  have  to  dominate 
lie  industry  to  be  the  king- 
pin in  certain  parts  of  it. 

-  a  Woodside,  Calif,  based 
'■■  Hebas  written  two  books 
and  Supei  Stocks 


Kenneth  Iverson  proved  that 
again  in  the  early  1970s  when  he 
started  building  market  share.  His 
Nucor  Corp.  (37)  made  steel  joists 
and  was  America's  largest  consum- 
er of  angle  iron.  So  instead  of  buying 
angles,  he  started  making  his  own, 
using  new  technology  with  lower 
costs — which  he  both  used  himself 
and  sold  to  others.  His  internal  use 
allowed  him  quickly  to  become  the 
big  kid  on  the  block,  and  gain  domi- 
nance in  angle  iron. 

Over  the  years,  Iverson  plowed 
his  above-average  profits  back  into 
transferring  his  low-cost  skills  into 
other  steel  products,  but  always 
mindful  of  his  relative  market 
share.  His  goal,  as  he  told  me  then, 
was  quickly  to  gain  35%  market 
share  and  be  twice  as  big  as  the  next 
guy  in  any  product.  Nucor  has  be- 
come tar  and  away  America's  most 
successful  steel  firm,  and  Iverson  is 
an  industrial  legend. 

Iverson  used  new,  low-cost  pro- 
duction technology  to  help  build 
market  dominance.  Another  ver- 
sion of  the  same  game  is  to  build 
low-cost  distribution.  Another  is  to 
pick  off  a  geography  that  isn't  well 
served  by  others.  New  and  im- 
proved product  features  work,  too, 
sometimes,  but  the  goal  of  all  these 
strategies  is  to  gam  market-share 
dominance  and  keep  it. 

Why  is  market  share  so  impor- 
tant? Nothing  mysterious.  Many 
activities,  like  advertising,  informa- 
tion accumulation  and  governmen- 
tal regulation  and  compliance,  cost 
a  big  guy  little  or  no  more  than  they 
do  a  little  guy,  but  the  big  guy  can 
amortize  the  costs  over  his  much 
larger  unit  volume. 

What  has  all  this  to  do  with 
which  stocks  to  own  if  tough  times 


are  ahead?  In  a  downturn  everyone 
suffers,  but  on  average  the  guys 
with  lowest  relative  market  share 
get  hurt  worst.  As  things  get  bad, 
the  weak  get  weaker,  and  eventual- 
ly many  can't  take  the  heat  and  get 
out  of  the  industry. 

As  that  happens,  everyone  who 
remains  picks  up  a  little  market 
share.  Competition  is  now  a  hair 
less  intense.  When  the  decline  is 
over,  the  survivors  make  bigger 
profit  than  before.  That's  what  capi- 
talist cycles  are  about — building 
supply  when  needed  and  purging 
supply  when  it's  not — and  purging 
the  weakest  (usually  the  smallest), 
so  those  that  produce  the  product  at 
the  lowest  cost  can  thrive. 

I  have  rarely  lost  money  when 
I've  bought  high  relative  market 
share  at  a  cheap  price.  Every  other 
thing  can  work  against  you,  and  you 
still  usually  come  out  okay.  It's 
what  made  me  strong  on  General 
Molars  (74)  after  the  crash  (see  my 
Nov.  16  column).  Buying  it  in  the 
mid-50s,  I  got  a  P/E  of  6  (earnings 
yield  of  16% ),  a  9%  dividend  yield— 
and  a  pretty  fast  35%  paper  profit. 

I  bought  GM  for  its  high  relative 
market  share.  GM  is  almost  twice 
as  big  as  anyone  in  autos  any- 
where— worldwide.  I  figured  that 
unless  the  world  ended,  GM  would 
eventually  come  back.  Even  now,  in 
the  mid- 70s,  you  are  unlikely  to' 
lose  much  with  GM.  You  get  a  7% 
dividend  while  you  wait  for  a  $100 
stock  in  the  next  upturn. 

Of  course,  GM  has  one  other 
thing  necessary  to  doing  well  in 
tough  times:  Its  balance  sheet  is 
strong — in  this  case,  better  than  its 
competitors',  particularly  when  you 
account  for  all  of  Ford's  hidden,  off- 
balance-sheet  liabilities. 

Arc  there  other  dirt-cheap,  strong 
balance  sheet,  high  relative  market 
share  easy  picks?  Some,  but  not 
many.  Sears  (34)  is  not  only  unpopu 
lar,  it's  also  so  big  it  makes  up  more 
than  1%  of  GNP,  but  you  also  get  a 
6%  yield,  a  P/E  of  7  (earnings  yield 
of  14%),  and  it  sells  for  only  27%  of 
sales  and  97%  of  book  value. 

No  one  likes  the  defense  industry 
now,  which  is  why  General  Dynam 
54)  with  its  P/E  of  6  should 


tcs 


shine.  Boeing  (51)  has  seen  margin 
pressure,  but  its  dominance  says  it 
will  be  back.  Fleetwood  Enterprises 
(20),  Holly  Farms  (33)  and  Xidex  (5, 
o-t-c)  are  all  examples  of  beat-up 
stocks  of  more  mid-size  companies 
that  are  the  big  fish  in  their  much 
smaller  ponds.  ■ 
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By  Stanley  W.  Angrist 


RS  = 


How  do  you  know  when  a  trend  is  end- 
ing? Price  differences  could  be  the  key. 

MEASURING 
MOMENTUM 


son  that  is  needed  to  make  the  anal- 
ysis more  meaningful.  Wilder 
solved  these  problems  by  coming  up 
with  his  relative  strength  indicator, 
which  smooths  the  data  and  also 
provides  readings  of  momentum  be- 
tween 0  and  100.  The  formula  in- 
volves some  algebra,  but  nothing 
that  anybody  who  trades  commod- 
ities shouldn't  be  able  to  handle. 
The  RSI  is  calculated  from: 

RSI  =  100  -  [100/(1  +  RS)] 
RS  may  be  determined  as  follows: 
Avg  of  x  day's  up  closes 
Avg  of  x  day's  down  closes 

Suppose  that  we  elect  to  calculate 
RSI  values  using  a  9-day  period — 
that  is,  we  make  x  equal  9.  To  find 
the  average  up-value,  add  the  total 
points  gained  on  up  days  during  the 
preceding  9  days  and  divide  by  9. 
Then  add  the  total  points  lost  dur- 
ing the  preceding  9  days  and  divide 
that  number  by  9.  Then  calculate 
the  ratio  of  those  two  averages  to 
find  the  RS.  That  ratio  can  then  be 
entered  into  the  formula  for  RSI  to 
get  a  number  between  0  and  100. 
Once  a  table  of  prices  and  price 
changes  is  set  up,  the  process  of 
updating  the  RSI  on  a  daily  basis  is 
not  all  that  onerous.  Many  charting 
programs,  moreover,  routinely  cal- 
culate RSI,  or  one  can  be  easily  eval- 
uated on  a  spreadsheet  program. 

Interpretation  of  the  RSI  is  not 
difficult.  Movements  above  70  are 
considered  to  represent  an  over- 
bought condition.  Values  under  30 
represent  an  oversold  condition. 
Sometimes  thresholds  of  80  and  20 
are  used  to  reduce  the  number  of 
false  signals. 

One  of  the  simplest  ways  to  use 
the  RSI  as  a  trading  tool  is  to  look 
for  divergences.  In  the  example  of 


Lots  of  techniques  exist  professing 
to  tell  traders  when  a  price  trend 
may  be  ending.  The  question  is,  do 
such  methods  work?  The  answer, 
alas,  is  yes — some  of  the  time. 

One  common  technical  method 
used  to  measure  price  changes  fo- 
cuses on  the  momentum  of  prices. 
Momentum  is  usually  calculated  by 
taking  the  difference  between  prices 
at  fixed  intervals  and  then  observ- 
ing whether  the  difference  is  grow- 
ing or  diminishing.  The  trouble 
with  most  momentum  indicators, 
though,  is  that  they  are  hard  to  in- 
terpret in  strongly  trending  mar- 
kets. Many  a  trader,  using  only  a 
momentum  indicator,  has  sold  into 
a  powerful  bull  market  and  had  his 
head  handed  to  him. 

J.  Welles  Wilder  Jr.,  recognizing 
this  problem  in  his  1978  book,  New 
Concepts  in  Technical  Trading  Systems 
(Trend  Research,  Greensboro, 
N.C.),  came  up  with  a  new  way  to 
calculate  momentum.  He  set  out  to 
eliminate  the  two  major  weakness- 
es that  occurred  in  most  momen- 
tum indicators:' First,  they  frequent- 
ly had  sharp  shifts  in  value  that  led 
to  false  signals.  Second,  they  also 
lacked  a  constant  band  of  compari- 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


June  heating  oil  charted  below,  a 
rising  trend  in  prices  is  evident  from 
Apr.  18  to  Apr.  26.  At  the  same  time 
the  RSI  peaks  at  a  value  of  92  on 
Apr.  18  and  drops  to  70  on  Apr.  26. 
Thus  the  price  trend  is  up,  the  RSI 
trend  is  down.  That  tells  you  that 
the  upward  trend  might  be  over  and 
long  positions  may  be  liquidated 
and/or  short  positions  instituted. 
There  are  other  ways  to  use  the  RSI, 
which  any  good  technical  trading 
book  will  explain.  One  example 
would  be  John  J.  Murphy's  Technical 
Analysis  of  the  Futures  Markets  (New 
York  Institute  of  Finance,  $45). 

Spreaders  might  consider  buying 
December  heating  oil  while  selling 
the  March  contracts.  Over  the  last 
five  years  this  spread  has  shown  an 
average  profit  of  $1,000,  with  a 
worse  drawdown  of  $630.  I  would 
risk  no  more  than  $200  per  spread 
and  exit  no  later  than  Sept.  30.  The 
margin  on  this  trade  is  $300.  The 
round-turn  commission  would  be 
about  $35  at  a  discounter.  ■ 


Divining  divergence 


The  top  part  of  this  chart  shows  the 
price  of  June  heating  oil.  The  bottom 
shows  the  "relative  strength  indica- 
tor," a  measure  of  price  momentum, 
for  the  same  period.  Note  that  from 
Apr.  19  to  Apr.  26  prices  were  gener- 
ally rising  while  the  RSI  started  to 
trend  down.  Such  divergences  are 
fairly  reliable  indicators  of  a  change 
in  trend.  In  this  case  that  means 
heating  oil  prices  were  topping  out. 
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all  Street  Irregular 


MONEY  &  INVESTMENTS 


A  majority  of  newsletters  have  repaired 
much  of  the  damage  done  to  their  portfo- 
lios in  1987.  What  does  this  say  about  the 
current  stock  market  environment? 

FAST  RECOVERY? 


By  Mark  Hulbert 


It  took  decades  to  repair  the  damage 
to  investors'  portfolios  inflicted  by 
the  1929  Crash,  and  in  the  wake  of 
last  October's  massacre  many  pre- 
dicted a  similarly  lengthy  convales- 
cence. Yet,  judging  by  the  perfor- 
mance of  investment  newsletters  in 
the  few  short  months  since  then, 
many  of  last  autumn's  wounds  are 
already  healed. 

Some  scar  tissue  remains,  of 
course,  and  many  investment  news- 
letters still  have  a  long  way  to  go  to 
make  back  what  they  gave  up  on 
Black  Monday.  But  many  more  have 
gained  enough  in  the  months  since 
the  crash  to  be  well  ahead  ot  the 
game  since  the  beginning  ot  1987. 
Indeed,  someone  comparing  invest 
ment  newsletter  portfolios'  values 
today  with  where  they  stood  then 
might  be  excused  tor  thinking  we 
are  still  in  a  bull  market. 

Consider,   tor  example,   the  fact 
that  no  less  than  72%  of  the  new  s 
letters  tracked  by  my  Hulbert  Finan- 
cial Digest  were,  at  the  end  of  1988  s 
first  quarter,  ahead  of  where  they 
id  on   New   Year's  Day    1987 — 
the  intervening  worst  crash 
.irkct  history.  Granted, 


e  Washington, 
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some  of  the  portfolios  that  are  ahead 
of  the  game  over  these  15  months 
are  below  their  peak  values  realized 
last  summer.  But  what's  impressive 
is  that  this  15-month  winning  pro- 
portion is  even  as  high  as  72% .  Con- 
sidering Wall  Street's  current 
gloom,  one  would  have  thought  it 
must  be  much  lower.  And  it  is  hard- 
ly characteristic  of  major  bear  mar- 
ket declines. 

Am  I  stacking  the  deck  by  using 
this  15-month  perspective  rather 
than  a  pcak-to-prescnt  perspective? 
If  I  were  examining  the  crash's  ef- 
fect on  newsletter  performance 
through  multiyear  lenses,  my  point 
might  be  spurious — as  it  would  be  if 
I  tried  to  minimize  the  effect  of  last 
October's  crash  by  comparing  to- 
day's Dow  with  its  level  in  1974  or 
1982.  But  this  bullish  72%  is  de- 
rived from  just  a  15-month  perspec- 
tive In  other  words,  there  is  no  need 
to  go  back  that  many  years  in  order 
to  gain  a  vantage  point  from  which 
last  October's  crash  appears  much 
less  momentous  Instead,  we  need 
to  go  back  little  more  than  a  year. 

Deserving  some  of  the  credit  for 
this  high  winning  percentage  has 
been  the  outstanding  postcrash  per- 
formance ot  secondary  stocks,  since 
newsletters  recommended  lists  are 
heavily  weighted  with  secondaries 
Blue-chip  stocks  arc  little  changed 
since  the  crash,  tor  example,  and  the 
DJI  has  gained  less  than  5%  over  the 
entire  15  months.  The  typical 
Amex  or  over-the-counter  stock,  in 
contrast,  has  gained  more  than 
tw  ice  as  much. 

Not  surprisingly,  therefore,  the 
newsletters  that  have  performed  the 
best  since  October  are  those  that 
particularly  focus  on  these  mar- 
kets-letters such  as  the  Value  line 


New  Issues  Service  (which  gained 
33.9%  from  the  end  of  last  October 
through  1988's  first  quarter,  as  com- 
pared with  the  S&P  500's  total  re- 
turn of  4.4%),  the  Value  Line  OTC 
Special  Situations  Sen  'ice  (  +  21.1%), 
Standard  &  Poor's  Emerging  &  Spe 
cial  Situations  ( +  23. 1  % ),  James  Col 
lins'  OTC  Insight  (  +  28.7%),  Louis 
Navellier's  MPT  Review  (  +  21.4%), 
and  the  Institute  for  Econometric 
Research's  New  Issues  (  +  21.1%). 
And  the  performance  of  these  news- 
letters is  not  unique;  a  number  of 
additional  newsletters  among  those 
I  monitor  gained  almost  as  much 

The  secondary  stocks'  recent  rela- 
tive strength  also  accounts  for  the 
fact  that  newsletters  as  a  group  are 
now  comparing  more  favorably 
with  the  S&P  500,  the  standard 
benchmark  of  investment  perfor- 
mance. Up  until  recently,  of  course, 
the  average  newsletter  (as  well  as 
the  average  mutual  fund  and  pen 
sion  fund,  for  that  matter)  had  for 
several  years  underperformed  the 
S&P  500  by  a  wide  margin. 

But  with  the  secondaries'  new 
found  strength,  the  situation  is  be 
ginning  to  turn.  For  the  five  months 
after  the  crash,  for  example,  the  av 
erage   newsletter  portfolio   in   the 
universe  I  track  achieved  a  gain  of 
5.3%,  bettering  the  S&P  500's  total 
return   of  4.4%.   The  situation  is 
more    equal    for    the    15    months 
through  the  end  of  the  first  quarter, 
but    newsletters    still    are    ahead: 
+  11.6%  vs.  +11.2%. 

What  does  all  this  mean?  Some  of 
the  advisers  whose  performance  I 
monitor  are  wondering  whether  the 
secondaries'    relative    strength    re 
quires  a  reinterpretation  of  last  Oc- 
tober's crash.  Jim  Dines,  editor  of 
The  Dines  Iciier.  for  example,  writes 
that  "there  is  a  very  real  possibilit 
that  .  .  .  last    October's    crash    was 
not  so  much  a  bear  market  as 
change  of  leadership."  For  the  re 
cord,  however,  I  should  point  ou 
that  Dines  remains  officially  bear 
ish — even  though  he  says  he  coul 
change  his  mind  any  time. 

Is  it  possible  that  the  bull,  instead 
of  dying,  has  been  reincarnated  in 
the  secondary  sector?  Even  if  he 
isn't  dead,  of  course,  the  all-clear 
would  not  necessarily  be  sounded. 
Bull  markets  typically  end  in  a  fit  of 
speculative  frenzy  in  secondary  is 
sues,  so  their  relative  strength  since 
the  crash  might  just  be  the  bull's 
last  gasp.  The  remarkable  thing, 
however,  is  that  the  bull  may  be- 
just  may  be — still  alive.  ■ 
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REAL  ESTATE 


RICH  FARM  LAND 

California's  San  Joaquin  Valley 
3  Hour  Drive  From  Los  Angeles 

trus,  almonds,  walnuts,  grapes  plus 
ler  permanent  crops.  Office,  shop, 
irehouse,  residences,  almond  and 
Jnut  hullers.  3,023  acres,  or  separate 
iches  42  to  440  acres. 

WATSON  REALTY  CO. 

2100  "H"  Street 
Bakersfield  California 

(805)  327-5161 


FAIRFIELD,  CONN. 
IN  THE  HEART  OF 

GREENFIELD  HILL 

distinguished  14  room  Co- 
nial  on  4.73  acres  with 
>ng  Island  Sound  view.  Su- 
rbly  appointed  interior, 
■tailed  exterior,  secluded 
rraces,  gardens,  pristine 
•eenhouse,  and  many 
aenities.  $1,425,000. 
NICHOLAS  H.  FINGELLY 
740  Post  Road,  Fairfield.  Ct. 
203-259-3324 


#n  part  of  17,000  Colorado 
•es  in  the  Rockies,  gorgeous 
fountain  land.  Come  visit! 

Call  for  color  brochure, 
3-379-3263,  or  write  Forbes 
agon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


BINDERS 


SLIP  CASES 
OR  BINDERS 


■ 

L  .,..„, 

V1V  leatherette. 

I         |     Slipcase:  $7.95; 
^^^^*     three  for  $21.95 

Binders:  $9.95 

three  for  $27.95 

vdd  $1  per  unit  postage  card 

handling.  Send  check  to: 

•ESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 

Or  call  1-800-972-5858 


REAL  ESTATE 


CODY  EXECUTIVE  MOUNTAIN 
RETREAT.  Located  in  the  high 
mountains  between  Cody  and 
Yellowstone  National  Park,  this 
unusual  property  contains  over  1 100 
acres,  is  accessible  year  around,  and 
lies  completely  in  its  own  basin  high 
above  the  Shoshone  River  Valley.  It 
includes  an  architect-designed  home 
which  took  over  a  year  to  site  so  that 
each  room  commands  its  own 
incredible  view  of  the  nearby  cliffs  and 
the  peaks  which  form  the  boundary  of 
Yellowstone  Park.  A  caretaker's 
residence  and  some  older  log  buildings 
enhance  the  property  as  does  the 
original  owners  log  residence  which  is 
perched  on  a  small  peak  in  the  center  of 
the  ranch.  The  property  is  being  sold  to 
settle  an  estate.  Contact  Exclusive 
Agent  for  the  Seller:  Hall  &  Hall,  Inc., 
P.O.  Box  1924,  Billings,  MT  59103 
(406)  252-2155  or  (40fi)  682-7583. 

MAJOR  HISTORIC  MONTANA 
RANCH.  First  lame  on  the  open  market 
since  homestead,  this  famous  ranch  lies 
along  both  sides  of  1 2  miles  of  one  of 
Montana's  famous  trout  rivers  —  not 
floated  by  the  public.  This  4,000 
animal  unit  ranch  has  such  a  diversified 
resource  base  that  it  employs  wildlife, 
livestock  and  farm  managers.  This 
team  provides  positive  cash  flow, 
making  it  easier  to  enjoy  some  of  the 
world's  finest  private  fly  fishing  plus 
extensive  wildlife.  (The  ranch  is 
virtually  surrounded  by  National  Forest 
and  Game  Refuges.)  All  this  plus  a 
magnificent  owner's  residence  and 
historic  log  headquarters  —  all  priced 
to  sell  as  an  operating  ranch.  Contact 
Exclusive  Agent  for  Seller  Hall  & 
Hall,  Inc.,  P.O.  Box  1924,  Billings, 
MT  59103  (406)  252-2155  or  (406) 
682-7583. 


^  RETIRED  CEO  SELLING  ^ 
2  RANCHES  IN  COLO. 
45  MINS.  FROM  VAIL 

•  Nicely  restored  working  ranch  on  168  acres 
surrounded  by  2.000  acres  govt,  graze  lease. 
3  good  houses,  bams,  corrals  just  right  for 
small  cattle  or  horse  farm  in  big  valley.  Excel- 
lent water  with  big  game  herds  on  the  prop- 
erty. Exper.  Foreman  will  stay.  Asking 
$765,000.  Owner  financed  with  30%  down, 
or  5%  cash  disc.  Add'l.  120  acres  only 
$81,000.  •  700  acre  cattle  ranch  with  4,000 
sq.  ft.  house  60%  completed  incl.  bams  and 
plenty  of  water.  Improvements  MAI  ap- 
praised at  $288,000.  Extraordinary  value  at 
$495,000.  Terms  by  owner  same  as  for  above 
ranch 

Merrill  Hastings,  owner,  McCoy, 
Colo.  80463  (303)  653-4310         A 


SHARING 


IS  CARING 


WINE  CELLARS 


WINE  CELLARS 


BuV 


TVve 


fcest 


Retail   1  ourCosl 

$2494   $1495 
3495      1995 
2495 


WlNECELLARS 

Model 

440  bottles 
700  Shown  at  right 
600  Double  Cabinet  (Isolated)  3995 
Separate  Cooling  Units  42°/55° 
880  Double  unit  4495      2795 

220  Space-saver  1995      1195 

296  Credenza  (Low-Boy)  2495      1495 

40  btl,  glass  door,  lock  Slight    599        499 
60  btl,  glass  door  699        599 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-USA      800/421-8045      lnCA:213/937-3221 

*  839  So  .  LaBreaAve.  *  Los  Angeles.  CA  90036  *  Olympic  Sales  Co. 

*  Visa/MC/AmEx/Discover  *  We  Ship  Anywhere!  *        Since  1 947 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


—  Better  than  Lacoste  or  Ralph  Lauren!  — 

YOUR  logo  embroidered  on  great  quality  100%  cotton  polo  shirts. 

Why  pay  outrageous  prices  for  100%  cotton  polo  shirts  with  someone  else's  logo, 
when  for  less  money  we'll  put  your  logo  on  a  better  quality  shirt  and  guarantee  that 
shirt  for  at  least  an  entire  year.  Minimum  order  just  six  shirts!  For  a  brochure,  price 
list  call  1-800-84-SHIRT  (in  NY  718-782-0200). 

The  Queensboro  Shirt  Company 

dept.  F-8  119N,  11th  St.,  Greenpoint,  NY  11211 


Corporate 
Ties 

(150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 

CT  06807  •  U.S.A. 

Dept-F  (203)  869  5006 


Embroidered 
Caps 


Shirts 
Jackets 

#1  ° 


Call  for  FREE  Catalog 

TOLL  FREE  (800)792-2277 
In  Calif.  (800)  826-8585 
San  Francisco  Embroidery  Works 

3952  Point  Eden  Way  •  Hayward,  CA  94545 


EXECUTIVE  SERVICES 


MERCHANDISE 


Neck  Ties  Narrowed 


Palo  Alio  CA  94304 


Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  '/*"  |or 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
701  Welch  Road  Sie   1119B 
|41S|  656-6262 


JUNK  BONDS 

Own  an  Official  Junk  Bond©.  Join 

the  Wall  Street  tycoons 

and  own  this  delicious  spoof 

of  corporate  avarice. 

Send  $$.95  for  each  to: 

MARCORA  PRODUCTS 

P.O.  Box  460 

New  City,  NY.  10956 


AST  FACTS 
^BOUT  FORBES 

SUBSCRIBERS: 


•Total  management:  74.7% 
•Total  paid  circulation:  735,000 


♦Average  household  income:  $162,000 
•Average  value  of  investment  portfolio:  $899,000 
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BUSINESS  OPPORTUNITIES 


MERCHANDISE 


Earn  The  Living  You've  Dreamed  Of 
. .  .Right  In  Tour  Own  Dream  House! 
Live  in  a  stunning  Eagle's  Nest  home  with  design 
features  not  found  elsewhere  at  twice  the  price. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in,  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 
Unlimited  Income  Potential 
As  an  Eagle's  Nest  Homes  rep- 
resentative, you  have  unlimited 


income  potential  in  a  defined  territory.  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  $25,000  model  which 
may  be  finished  as  a  home  to  live  in.  or  sell,  or 
completed  as  an  office,  condo.  duplex,  or 
other  commercial  enterprise 


Call  Mr.  Farb 

collect 

(404)  479-9700 


^^ 


fcag/e'sMs/ 
Monies 


PO  Drawer  1569,  Canton.  GA  30114-1569 


FINANCIAL  SERVICES 

IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 

FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

GUARANTEED  COLLECTION 

of 

PAST  DUE 

ACCOUNTS  RECEIVABLE 

LBO 

LEVERAGED  BUYOUT 

FUNDS  AVAILABLE 

Fast  Approval  •  Brokers  Protected 


TOWERS 

FINANCIAL 

coiu'oii  \  non 

Vn  Oil    i     .nip.ui> 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


HARD  TO  BORROW? 

■  ■I  .mi,', 

1  YEARS 

SS|  STANCE 


INVESTMENTS 


ALL  INVESTMENT 
NEWSLETTERSARE  NOT 

CREATED  EQUAL 

Hulbert  Financial  Digest 

Reports   Latest  Findings 

in  New  Book 

Learn  which  newsletters  really  outper- 
formed the  market  in  the  latest  book  by 
Mark  Hulbert  Forbes  columnist  and  editor 
of  The  Hulbert  Financial  Digest  (HFD) 
The  Second  HFD  Almanac,  now  available 
to  Forbes  readers  at  $29  95  (25%  off  list 
price)  or  FREE  when  subscribing  to  The 
Hulbert  Financial  Digest  for  $87.50.  is  a 
valuable  asset  in  any  investor's  library 
Order  your  copy  today1  Call  1-800-443- 
0100  Em  459 


THE  REAL  TICKER      * 
TAPE  IS  YOUR  EKG. 
"Learn  More-Smoke  Less" 

A  UNIQUE  BOOK  by 

Avram  Goldstein,  M.D. 

Professor  of  Pharmacology;  Stanford  Unfa 

Intelligent  people  continue  to  smoke, 

knowing  it's  harmful.  Learn  why,  then 

use  the  knowledge  to  help  you  quit! 

TUT  $12.95 

(CA  residents  add  Sales  Tax) 

VISA  OR  MASTERCARD.  CHECK  OR  MONEY  ORDER 

I    ML  Inc  .  Fort)     735  Dolores.  Stanford.  CA  94305    I 

MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-8O0-626-8352 


EDUCATIONAL  SERVICE! 


BACHELOR, MASTER, D0CT  1 
EARN  A  DEGREE  Use  your  past  expert 
credit  toward  your  degree  No  classes,  j 
or  on-campus  attendance  Studies  bil 
your  experience  Self-paced  •  Send! 
^  For  No  Cost  E'l 
1  213251 

9[ 
Wilshiil 
Depl  29  BeverlyH'Ns.CA,  u;| 


BUILDING  SUPPLIES 


£xcellence  inQak 


iilj  detailed  oak  interiors 
and  entrances  lor  prestigious 
rn'tiK-s  and  businesses 
Our  handmade  door, 
moulding,  pre  hanging 
and  prrfinishing 
s\sicm\  are  produced 
on  a  limited  basis  h\ 
master  craftsmen 

Send  M  f«  23  page 
brochure,  or  $12  for 
romplrlr  portfolio. 


w 


.10.1  563-9436 


Forbes: 

Capitalist 

Tool® 


COLLEGE  DEGREi 

BACHELORS  •  MASTERS  •  DOCTOR 

For  Work.  Lite  and 

Experience  No  CI 

Attendance  Requii 

Call  (213)  471 

Outside  Calltor 
1  •  800-423- 
oi  send  detailed  res 
lor  Free  Evaluate 
Pacific  Western  University 

600  N  Seputvtda  Blvd  .  Dept  185.  Los  Angeles.  CA 


Earn  your  degree  by 

INDEPENDENT  STUD' 

Credit  for  life  experience. 

FINANCIAL  AID 

CLAYTON  UNIVERSITY 

1-800-288-3948 


HOW  TO  ADVERTISE  IN 

Forbes  Market/ 


REGULAR  CLASIFIED  LISTINGS:  All  listings  are  accept* 
at  the  discretion  of  the  Publisher.  Minimum  size  is  one  inc 
(14  agate  lines)  FORBES  will  typset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Minimun  size  fc 
display  of  two  inches  (28  agate  lines).  Must  be  submitted  a 
film  negative  or  camera-ready  mechanical  to  size. 

Box  numbers  provided  on  request.  There  is  no  charge  fc 
mailing  service  on  blind  ads. 


FORBES  MARKET/CLASSIFIED  is  published  in  the  firs 
issue  of  each  month.  Advertising  closing  date  is  one  montf 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  musf  accompan) 
order  unless  from  accredited  agency.  For  specific  require 
ments  send  for  order  form. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET  CLASSIFIED 

60  FIFTH  AVENUE  NEW  YORK,  NY  10011 
(212)620-2440 


^rbesMarket/ 


'3INESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


3uild¥)iir 
jtureWith 
Lindal. 


i«jild  an  independent  business 
I  solid  foundation.  With 
lal  Cedar  Homes,  the  world's 
l    popular  custom  houses  for 
i  40  years, 
r  ^o  franchise  fees 
,  nternationally  recognized 

lousing  giant 

Dealer  training  schools  and 

ingoing  regional  seminars 

National  advertising, 

marketing,  and  co-op 

iupport 
l'3est  planbooks  and  sales  aids 
'  n  the  industry 

vlultiple  product  lines — 
M:edar  homes,  log  homes, 
'iunrooms,  and  hardwood 

looring 

Right  now  we're  looking  for 

good  dealer  in  many  areas. 
jjTmore  information,  please 

11  800-221-6063. 

\  indal  Cedar  Homes 

f  Box  24426,  Seattle,  WA  98124 
206-725-0900. 


BE  THE  BOSS 

» a  Sir  Speedy  Printing  Center  fran- 
l   Over  700  others  have,  ask  them, 
all  today  for  free  intormation. 

^8ir 


Prmtmg  Cmrttmrm 

23131  VERDUGO  DRIVE 
3UNA  HILLS.  CA  92653-1342 
CALL  1-800-854-3321 


ACSIMILE  MACHINES 


i.rp  •  Canon  •  Murata 
XCSIMILE  MACHINES 


-  iest  discounts  available  in  U.S.! 
I    Full  Training  &  Service! 

Save  Sales  Tax! 

Call  Us  Today! 

AX  OF  AMI  RICA 
800-342-FAXX 

«  rica  s  Low  Price  Fax  Distributor 


WATER  TREATMENT 
GROUND  FLOOR  GROWTH 

*OPPORTUNTTY* 

FROM  A  PROVEN  LEADER  IN  THE  DIRECT  SALES  FIELD 

CRAFTMATIC®/CONTOUR®  A  PUBLICLY  HELD  COMPANY 

INTRODUCES  ITS  NEWEST  DIVISION,  AMERICAN 

AQUA™  WATER  TREATMENT  SYSTEMS,  WITH  A  PROVEN 

MARKETING  PROGRAM  GENERATING  LEADS-LEADS-LEADS!!! 

LEADS  -  LEADS  -  LEADS 

3.665.154  WERE  PROCESSED  IN  THE  PAST  2  YEARS   FOR  OUR  EXCLUSIVE  DISTRIBUTORS. 

If  sales  is  what  you  do  best,  we  offer  the  right  Entrepreneur  who  is  accustomed  to  a  High  Income,  an  Exclusive  Distribu 
torship  with  CraftmaticO'Contour®  Industries.  Be  part  of  a  25  year  old  public  company  that  is  Tops  in  its  field  with  over 
$1 00,000,000  in  total  retail  sales  last  year.  We  offer  to  you  our  knowledge  and  ability  to  generate  leads,  leads,  and  more 
leadsl  No  cold  canvassing,  ever!  We  target  marketyour  territory  economically. ..efficiently. ..WITH  MAXIMUM  IMPACT!!! 
Our  expertise  is  in  generating  TV,  direct  mail ,  and  magazine  leads  at  an  extremely  low  cost  per  lead.  Even  a  newcomer 
to  direct  sales  can  be  on  the  way  to  an  excellent  first  year  income  within  4  -  6  weeks  of  start  up. 


(ik 


Exclusive  territory  rights       'Inflation  proof  business  'Proven  brand  name  products 

'Complete  sales  package         'No  cold  canvassing  ever       'No  slow  seasons 
'LOW,  LOW,  COST  PER  LEAD 


^ 


A  Craftmatic  Adjustable  Bed.  ..Contour  Chair  Lounge.,  .or  American  Aqua  Water  Treatment  distributors  hi  p.. offers 

an  immediate  opportunity  to  deliver  $40,000  to  $50,000+  per  week  (  depending  on  size  of  territory),  with  only  $50,000 
to  $1 00,000  working  capital  to  start.  So  if  you  are  truly  interested  in  selling  a  high-ticket  item  that  everyone  needs  offering 
a  three-time  markup.  Wait  no  more!!!  Time  is  money!!!  For  more  information  and  territory  availability,  call  right  now  and 
get  the  facts.  This  is  definitely  the  right  opportunity  for  someone  who  is  looking  for  a  dream  come  true. 

Mr.  Steve  Kleiman 
1-800-523-5383 
CRAFTMATIC®/CONTOUR®  INDUSTRIES,  INC. 


REPOSSESSED  VA  &  HUD  HOMES 

available  from  govemmentfrom$1  without  credit  check.  You 
repair  Also  tax  delinquent  properties.  CALL  (805]  569- 1 1 91 
Ext  H-1030  for  repro  list  your  area. 


CONFISCATED  CARS 

Trucks,  boats,  4-wheelers  by  Drug  Enforcement  Agency, 
FBI,  IRS.  Unbelievable  bargains  on  late  models.  Available 
your  area  now.  Call  (80S)  569-1191  Ext  C-1031. 


I 


Looking  for 
ACQUISITIONS 


Find  50  new  prospects 


COMPUTERS 


Radio /hack -TANDY 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
r^.         Toll  Free  800-231-3680 

Ml  mflRYfTIRC  INDUSTRIES  INC 

22511  Katy  Fwy 

Katy  (Houston)  TX  77450 

1-713-392-0747  Telex:  774132 


I       every  month  in  the       ■ 

■Acquisition  Mart™i 

1  Call  for  FREE  sample  ' 
■(800)  541-7766,  ext.  1071 
I  (in  Calif.  800  453-2646)  | 


Business  Buyers  Network 

■fc  ■%  ^71    •  Thousands  ol  businesses 
iTjJfc*       nationwide 
MttfflT^S    •  Many  with  Owner  financing 
^^^^^       •  No  commissions 
To  buy  or  list  call  toll  FREE 

1-800-223-3589 

In  NC  1-704-686-7358 


BUSINESS  CONSULTANT 

The  demand  for  consultants  is  in 
creasing  as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants.  We  are  managing  the 
future  and  sharing  it.  Enjoy  the  ad 
vantage  of  being  self-employed  with 
the  association  and  support  of  one  of 
the  largest  and  most  respected  con- 
sulting firms  in  the  country.  Full  ex 
pense  paid  training  in  New  Orleans, 
national  advertising,  and  fringe  bene 
fits.  Relocation  not  required  Nominal 
refundable  performance  deposit  of 
$7,500  required.  Call  for  free  com 
pany  brochure  and  details. 
kin  National  Business  Consultant*,  Inc. 
IND    Mr.  Mark  Simon,  Exec.  V.P. 
-^^       (504)  456-1968 


Special  10%  discount  on  classified  ads  that  run  in  both 
IERICAN  HERITAGE  Market/Classified  and  FORBES  Market/Classified. 


SELL  IN  JAPAN! 


List  your  proper*;'  using  our  Tokyo  office  to 
reach  500+  Real  Estate  brokers  in  Japan. 

Free  translation.  NO  COMMISSION.  Your 

name  listed  as  contact  point.  Tear  sheet 
provided.  Only  $190  for  3  months  listing. 

CALL:  Hori  &  Bunker  Inc. 

1-800-USA-2111 


Streetwalker 


Edited  by  Thomas  Jaffe 


Cheap  gold  with  a  yield 

What  with  all  the  debate  (and  few 
answers)  on  whether  inflation  is 
coming  back  and  what  the  price  of 
soybeans  means,  Streetwalker  noted 
that  Warren  Buffett's  Berkshire  Hath- 
away has  sold  700,000  shares  of 
Handy  &  Harman,  the  precious  met- 
als firm.  BH's  stake  is  down  to  11.5%. 

Handy  &.  Harman  (1987  sales,  $608 
million)  is  the  thinking  person's  way 
to  hold  gold.  Because  it  refines  pre- 
cious metals,  it  normally  is  working 
on  a  big  inventory  of  gold,  silver  and 
platinum.  This  inventory  is  carried  on 
the  books  at  LIFO  cost,  which  is  gen- 
erally well  below  its  market  value. 
H&H's  stated  book  value  is  roughly 
$8  a  share.  Add  the  more  than  $17  a 
share  over  book  value  that  the  pre- 
cious metals  inventory  is  currently 
worth,  and  H&H  is  worth  at  least  $25 
a  share.  Recent  NYSE  price:  17' ... 
With  this  30% -plus  discount  comes  a 
66-cents-a-share  dividend,  for  a  yield 
at  current  prices  of  3.8%. 

We  don't  know  why  Buffet  reduced 
his  stake,  nor  whether  inflation  is 
coming  back.  We  do  know  that  if 
you're  looking  for  a  smart  way  to  hold 
gold,  Handy  &  Harman  is  not  all  that 
far  above  its  seven-year  low.  It  has  to 
beat  soybeans. 


Keep  Posted 

The    denouement    of    Californian 
Burt  Sugarman's  bid  to  wrest  con- 
trol  of   publisher-broadcaster   Media 
General  from  the  Bryan  family — by 
challenging    the    two-tier    stock    ar- 
rangement that  gives  them  control — 
remains  to  be  seen.  We  are  also  puz- 
zled about  the  Washington  Post  Co., 
which   installed   an   additional   anti- 
takeover measure  at  its  annual  meet- 
ing May  12.  Even  before  the  meeting 
its  Anicx  listed  Class  B  stock  dropped 
in   anticipation   of    the   move — from 
226  on  May  6  to  a  recent  2\0'/i. 
But   why?    Every   serious   investor 
"s  that  the  Graham  family,  led  by 
Chairwoman     Katharine     Graham, 
million  Class  A  shares, 
ing  control.   Warren 
kshire  Hathaway  owns 
I  8    million    Class   B 
■  i  {time  Graham 

!  a  buying  opportunity? 


The  Washington  Post 
Classy  Class  B  act. 


Leslie  kippt-n 


Kevin  Gruneich,  an  analyst  at  First 
Boston,  says  yes.  The  Post,  he  ob- 
serves, dominates  the  Washington, 
D.C.  market  and  accounts  for  56%  of 
profits.  Recession  jitters  normally 
send  media  stocks  down — New  York 
Times  Co.  and  Times  Mirror  Co.  are 
bumping  along  their  12-month  lows. 
But  fueled  by  ceaseless  growth  of  gov- 
ernment, Washington,  contends 
Gruneich,  is  practically  recession  re- 
sistant. Ad  rates  and  linage  at  the  Post 
remain  strong,  and  retailers  Nord- 
strom and  R.H.  Macy  are  entering  the 
market,  promising  more  ad  gains. 

Alongside  the  I'ast.  the  $1.3  billion 
(revenues)  company  runs  a  profitable 
cable  TV  division,  with  nearly  400,000 
subscribers.  Profits  at  its  four  network- 
aftiliated  stations  (Hartford,  Detroit, 
Jacksonville  and  Miami)  are  also  rising. 
Only  Newsweek  is  a  laggard. 

The  Washington  Post  Co.  generates 
excess  cash  flow  and  already  has  plen- 
ty of  cash.  In  January  it  sold  its  Florida 
cellular  telephone  business  for  a  net 
gain  of  $115.5  million,  some  $9  a 
share.  Last  year  the  Post  Co.  earned 
$10.30  a  share  from  operations.  Grun- 
eich looks  for  $13.50  a  share  next  year 
and  thinks  earnings  will  reach  at  least 
$14.90  in  1989.  On  the  strength  of 
such  performance,  Gruneich  is  say- 
ing, you  needn't  hope  for  a  takeover  to 
do  well  with  this  quality  stock. 


Back  from  the  brink 

In  the  early  Eighties  Nashua  Corp., 
which  provides  products  and  ser- 
vices primarily  to  the  office  and  infor- 
mation-handling markets,  became  in- 
volved in  a  disastrous  (and  since  aban- 
doned! attempt  to  manufacture  its 
own  copiers.  Justice  was  swift.  In 
1982  Nashua  lost  $4.33  a  share.  But 


last  year  the  $865  million  (sales)  co: 
pany,  headquartered  in  Nashua,  N.F1 
earned  $2.72  a  share.  Even  so,  analy 
Michael  Tooke  of  Boston's  Tuck< 
Anthony  &  R.L.  Day  thinks  there 
momentum  yet  in  this  turnaround 

Outside  the  U.S.,  Nashua  distril 
utes  copiers  and  facsimile  machini 
manufactured  by  such  overseas  po\ 
erhouses  as  Ricoh,  as  well  as  providi 
service  and  supplies  to  its  foreign  cu 
tomers.  In  the  U.S.  it  distributes  cop 
er  supplies,  such  as  toner,  that  it  mai 
ufactures  itself.  Another  bright  spot 
photofinishing.  Under  the  York  Col 
Labs  and  Scot  Photo  names,  Nashua 
the  leader  in  mail-order  photofinisl 
ing  in  the  combined  U.S.,  U.K.  ar 
Canadian  markets. 

But  Tooke  sees  the  most  potenti 
leverage  in  Nashua's  computer  pro 
ucts  business.  Last  May  Nashua  pa: 
$24  million  for  Lin  Data  Corp.,  whic 
makes  thin  film  disks,  the  next-gene 
ation  storage  technology  for  compu 
ers.  Tooke  estimates  the  Lin  divisic 
lost  more  than  $3  million  (20  cents 
25  cents  a  share)  pretax  last  year,  bi 
he  argues  that  Nashua  can  turn  L 
around  by  year-end. 

Tooke's  earnings  estimate  for  th 
year  is  $3.30  a  share,  and  he's  lookir 
for  $3.90  next  year.  Recent  stock  pric 
30.  Finances  are  strong.  Over  the  la 
five  years  Nashua  has  cut  long-ten 
debt  from  42.9%  to  18.8%  of  tot 
capital.  Tooke  estimates  1988  caJ  : 
flow  will  be  nearly  $7  a  share.  Inside 
control  less  than  5%  of  the  9.6  millic 
NYSE  shares  outstanding. 


Food  chain's  stronger  link 

Analyst  Charles  Cerankosky 
Cleveland's  Prescott  Ball  &.  Tu 
ben  urges  clients  to  buy  $7.65  billic 
(1986  sales)  Fleming  Cos.,  a  nation 
wholesale  distributor  of  food  and  r 
lated  products.  He  detects  a  tun 
around  in  Fleming's  western  regioa 

The  recent  history  of  the  wholesa 
industry  has  shown  strong  growth  r 
suiting  from  consolidation.  So 
1984-85  Oklahoma  City-based  Flee 
ing  bought  two  cooperative  wholesa 
ers,  United  Grocers  of  California  ar 
Associated  Grocers  of  Arizona.  U: 
happily,  it  found  that  co-op  custome 
are  slow  to  pay  bills,  and  informatic 
systems  at  the  new  operations  we 
unsophisticated.  Result:  Operath 
margins  in  the  West  were  0.3%  la 
year,  versus  1.6%  for  the  rest  of  tl 
company — worth  90  cents  a  share  : 
missed  profit,  figures  Cerankosky. 

But  Cerankosky  thinks  western  i) 
ventory  levels  are  now  in  line  wii 
sales,  and  productivity  is  up  sharpl 
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sewhere,  last  November  Fleming 
:quired  $689  million  (1987  sales) 
odfrey  Co.,  a  dominant  food  retailer 
Milwaukee.  The  analyst  thinks 
odfrey  will  provide  Fleming  with  an 
jportunity  to  expand  its  wholesale 
isiness  into  the  upper  Midwest. 
In  1987  Fleming  earned  just  $2.31  a 
tare  (excluding  a  45-cent-a-share  re- 
ructuring  charge).  This  year  Ceran- 
)sky  is  looking  for  $2.80  a  share,  up 
%;  his  estimate  for  1989  is  $3.25. 
e  thinks  Fleming's  26.6  million 
lares  outstanding,  recently  29 Vi  on 
e  Big  Board,  could  rise  to  the  upper 
)s  over  the  next  9  to  12  months. 


trong  stomach  required 

kfter  the  predictable  sharp  falls 
from  1986  highs,  the  television 
>me  shopping  stocks  are  cheaper, 
it  are  they  bargains?  William  Block, 
analyst  at  New  York's  New  York 
Foreign  Securities,  thinks  some  are. 
i  reports  that  in  calendar  1987  the 
/  home  shopping  industry's  reve- 
les  increased  60%,  to  about  $1.1 
llion.  Through   1990  he  thinks  it 

11  grow  at  least  30%  per  year. 
Block  particularly  likes  QVC  Net- 
Drk,  Inc.  Based  in  West  Chester,  Pa., 

12  million  (sales)  QVC  reaches 
me  12  million  cable  subscribers 
rough  over  800  systems,  placing  it 
ird  after  Home  Shopping  Network 
d  CVN  Cos.  Block  likes  the  fact 
at  QVC  has  seven-year  contracts 
at  cover  80%  of  its  subscribers. 
QVC  has  an  exclusive  agreement 
th  Sears,  Roebuck  to  market  Sears' 
Dducts  for  a  fee  plus  commission, 
r  the  fiscal  year  ended  Jan.  31,  Sears 
counted  for  15%  of  sales.  Although 
e  contract  expires  Mar.  31,  1989  and 
n  be  terminated  earlier,  so  far  the 
ationship  has  been  good.  Block 
ints  out  that  as  QVC  establishes 
elf  it  will  depend  less  on  Sears. 

For  the  fiscal  year  ending  next  Tanu- 
/,  he  forecasts  revenues  will  rise 
%,  to  $200  million,  with  fully  taxed 
rnings  reaching  50  cents  a  share, 
rsus  a  48-cent-a-share  loss  from  op- 
itions  last  year.  The  following  year 
's  looking  for  sales  of  $300  million 
d  earnings  of  $1.15  a  share. 
Warning:  Block's  numbers  do  not 
-tor  in  a  serious  recession.  More- 
er,  QVC's  14.9  million  fully  diluted 
ares  (some  6.6  million  are  owned  by 
inagement  and  various  cable  opera- 
's) have  given  investors  vertigo.  Re- 
ltly  at  10  o-t-c,  the  stock  in  1986 
:  a  record  high  of  27.  But  Block  has  a 
ong  stomach  and  hopes  for  a  dou- 
ng,  from  current  levels,  over  the 
xt  15  to  18  months. 
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"This  is  the  way  you  always 
imagined  the  South  Pacific 


Read  what 
Andrew  Harper's 
i  to  unspoiled  plao 
says  about  Malcolm  Forbes' 
iji  Island  paradise. 


It's  the  vacation 
of  a  lifetime  for 
$2,150  a  week! 


^aken  as  a  whole,  Fiji  is 
I        'perhaps  the  most  idyllic  and 
■  ■  I         hospitable  archipelago  in  the 
^  ™  I         South  Seas,  its  essence 

-^^-     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds — 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryiand 
Fort  Garland,  CO  81133 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells. . . . 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  . . .  ■  ■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


"I 


Address . 


g&  State . 


Zip. 


88M9 
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No. 3  in  a  series  on  how  to  advertise  to  Mature  America. 


wDorit  hold  the  mayo!' 

"A  side  of  fries,  catsup  and  onions."  Mature  America  relishes  food.  They  love  to  eat  out. 
Picnics.  Barbecues.  Cook-outs.  They're  the  people  most  likely  to  re-do  their  kitchens,  preparing 
meals  to  nurture  family  and  friends.  Show  them  involved  with  food.  They  still  love  the  tastes  they 
grew  up  with.  For  instance,  they  still  eat  gobs  of  peanut  butter  and  ice  cream.  And  they've  acquired 
new  appetites.  Tex-Mex,  Cajun  and  Creole  are  regular  fare.  Don't  treat  them  like  a  bunch  of  peo- 


ple on  special  diets.  Don't  slum  them  eating  alone.  They  love  company  and  give  high  priority  to 

entertaining.  Having  family  and  friends  over  is  a  way  of  life.  The  microwave  is  waving.  Pull  up  an 

extra  chair  at  the  table.  The  spare  room  has  a  waiting  list.  Mature  America's  joy  in  life  is  shared  by 

their  favorite  magazine,  Modern  Maturity.  Modern  Maturity  in  hand,  its  ideas  in  head,  they  set  out 

piore  new  tastes,  develop  new  appetites  for  life.  Circulation  at  Modern  Maturity  is  17.4  mil- 

ing  fast  to  be  number  one.  To  talk  turkey  tetrazzini  or  fettuccine  alfredo  to  Mature 

Ik  to  Peter  Hanson  at  (212)  599-1880.  " 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 

A  PUBLICA- 


Flashbacks 


Edited  bv  Dero  A.  Saunders 


"The  more  things  change. . . ." 
[terns  from  past  issues  of  Forbes 

i  zty  years  ago  in  Forbes 

\  mi  the  issue  of  June  1 5,  1928) 

'  inancial  and  industrial  leaders  in 
I :  East  are  not  elated  over  the  presi- 
i  ltial  trend.  They  are  somewhat  dis- 
I  bed  over  the  landslide  to  Governor 
!  lith.  Not  so  long  ago  they  felt  that 
i  empts  to  nominate  him  would  split 
•  :  Democratic  convention  wide  open 
;.  d  perhaps  lead  to  a  repetition  of  the 
[  ndemonium  of  four  years  ago.  Now 
:  .s  taken  for  granted  that  he  will  be 
f  minated  almost  by  acclaim." 


■'s  1928  "monitor-top"  refrigerator 

?he  biggest  consolidation  in  the  his- 
ry  of  the  automobile  industry, 
inging  together  Dodge  Brothers  and 
e  Chrysler  Corp.,  makers  of  popu- 
r,  medium-priced  cars,  has  been  an- 
mnced.  It  will  result  in  the  creation 
a  new  organization  with  a  total 
pitalization  between  $450  million 
id  S500  million,  which  will  rank 
;xt  to  General  Motors  and  Ford  in 
oduction  and  yearly  sales." 

ifty  years  ago 

Wi  the  issue  of  June  1 5,  1938) 

businessmen  reconcile  themselves 
stagnant  summer  as  business  ball 
mtinues  on  lifeless  dead  center.  But 
any  look  for  better  things  in  fall, 
loyed  up  by  hope  of  what  possible 
ility-government  truce  might  do. 
teanwhile,  automobile  and  accesso- 
'  plants,  steel  mills,  copper  mines, 
xtile-finishing  mills,  tire  plants,  dis- 


tilleries, plan  partial  or  complete 
shutdowns  during  hot  weather;  some 
put  them  in  effect  immediately." 

"The  day  may  soon  come  when  the 
family  radio  will  take  the  place  of  the 
alarm  clock.  For  turning  on  the  radio 
in  the  morning  at  a  predetermined 
time  is  only  one  of  the  amazing  duties 
which  a  newly  developed  'electrical 
memory'  will  perform." 

"  'The  Strength  Through  Joy  Auto- 
mobile' is  the  Hitler-given  name  of  a 
new  24hp  rear-engined  German  'Peo- 
ple's Auto'  [Volkswagen]  which  is  to 
sell  for  990  marks — half  the  price  of 
the  lowest-priced  German  car  to- 
day. .  .  .  The  car  was  designed  by  Dr. 
Ferdinand  Porsche,  designer  of  the 
famous  German  Auto-Union  rear-en- 
gined racing  car.  .  .  ." 

Twenty-five  years  ago 

(From  the  issue  offline  15.  1963) 

"At  their  annual  meeting  in  Manhat- 
tan's far-from-rustic  Americana  Hotel 
last  month,  the  Boy  Scouts  announced 
a  new  merit  badge  in  a  vital  20th- 
century  craft:  personal  finance.  The 
Scouts'  need  for  monetary  skills  was 
first  sensed  in  1959  by  Explorer  Scout 
Stanley  Olenick  of  Long  Island  City, 
then  14,  who  was  playing  the  stock 
market  on  paper.  He  suggested  a  'Stock 
Market  Merit  Badge.'  Scouting  au- 
thorities felt  the  idea  had  merit.  'We 
worked  for  four  years  to  get  the  badge 
down  to  the  level  of  1 1 -to- 14-year-old 
boys, '  says  Keith  Peaslee,  National  Di- 
rector of  Boy  Scouting  Service." 


average  room  rate  for  400  representa- 
tive hotels  between  1952  and  1962,  the 
annual  net  profit  per  room  slumped 
from  $204  to  just  $98,  return  on  own- 
er's equity  from  nearly  6%  to  less  than 
2%.  The  reasons:  an  18%  drop  in  occu- 
pancy levels  coinciding  with  an  18% 
rise  in  operating  expenses." 

Ten  years  ago 


(From  the  issue  of  June  12, 

1978) 
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Boy  Scout  personal  finance  merit  badge 

"The  plight  of  the  U.S.  innkeeper  was 
underlined  last  month  by  a  compre- 
hensive study  issued  by  Harris,  Kerr, 
Foster  &.  Co.,  hotel  accountants.  De- 
spite a  jump  from  $7.53  to  $  1 1 . 1 1  in  the 


Making  stamps  for  collectors  is  one  of  the 
highest-profit  I '  s  businesses 

"What  may  well  be  the  highest  return 
on  sales  of  any  business  in  the  U.S. — 
roughly  90% — comes  from  a  division 
of  the  awesomely  unprofitable  U.S. 
Postal  Service.  The  philatelic  divi- 
sion— the  one  that  sells  stamps  to  col- 
lectors— did  about  $90  million  in 
sales  last  year  and  netted  about  $80 
million.  This  year,  with  increased 
sales  and  a  first-class  postage  hike,  it 
should  do  even  better." 

"At  heart,  Modern  Portfolio  Theory  is 
fairly  simple.  You've  almost  certainly 
heard  of  one  of  its  best-known  off- 
shoots: index  funds.  Index  funds  are 
big  pools  of  stocks  so  well  diversified 
that  their  performance  virtually  du- 
plicates that  of  market  indices  like 
the  Standard  &  Poor's  500.  Index 
funds  arose  because  of  strong  evi- 
dence for  the  'efficient  market'  hy- 
pothesis— also  known  as  the  'random 
walk'  theory  of  stock  prices.  In  its 
extreme  form,  the  theory  says  that  in 
the  long  run  it's  impossible  to  pick 
which  stocks  are  going  to  do  better 
than  others.  ..." 
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Thrift  is  care  and  scruple  in  the 
spending  of  one's  means.  It  is  not 
a  virtue,  and  it  requires  neither 
skill  nor  talent. 
Immanuel  Kant 


What  we  obtain  too  cheap 
we  esteem  too  lightly; 
it  is  dearness  only  that 
gives  everything 
its  value. 
Thomas  Paine 


Those  who  never  spend  anything 
feel  the  need  to  hoard,  either 
because  of  plans  they  have  or 
because  of  future  or  anticipated 
necessities.  This  does  not  mean 
that  such  needs  are  imaginary, 
for  there  are  precious  few  things 
in  life  that  are  not  entirely 
or  in  large  part  products 
of  our  imagination. 
Giacomo  Leopardi 


Progress  is  the  injustice  each 
generation  commits  with  regard 
to  its  predecessor. 

E.M.  ClORAN 


A  penny  saved  is  a  penny 
to  squander. 
Ambrose  Bierce 


Men  are  divided  between  those 
who  arc  as  thrifty  as  if  they 
would  live  torever,  and  those 
who  are  as  extravagant  as 
if  they  were  going  to  die 
the  next  day. 
Aristotle 


The  most  essential  mental  quality 
foi   i  tree  people    whose  liberty 
is  to  i  e  progressive;  permanent 
and  on  a  large  scale,  is 

i  stupidity 
\\ 


Ve  leny 

VII  It     : 

to  the  butterfly,  thou 

1  ider 

her  ■>>..  ise. 

Franklin  P.  A      % 


on  the  Business  of  Life 


To  talk  thrift  in  a  land  so  rich 
as  America  is  to  incur  ridicule. 
Can  we  not  boast  of  the  wealthiest 
people  on  earthP  Is  our  country  not 
overflowing  ici/h  all  that  goes  to 
make  up  fortunes?  Are  we  not 
advancing  at  a  rate  history  has 
never  before  known?  Are  we  not 
the  most  envied  of  people'  True. 
all  true.  But  eve/i  the  most  sumptuous 
of  fortunes  may  be  dissipated,  the 
greatest  strength  destroyed,  the 
brightest  of  prospects  blighted  by 
the  long-continued  imprudence 
B.C.  Forbes 


Moderation  has  been  created  a 
virtue  to  limit  the  ambition 
of  great  men,  and  to  console 
undistinguished  people  for 
their  want  of  fortune  and 
their  lack  or  merit. 
La  Rochefoucauld 


All  progress  is  based  upon  a 
universal  innate  desire  on  the 
part  of  every  organism  to  live 
beyond  its  income. 
Samuel  Butler 


Human  life  and  turnips  remain 
cheap  and  plentiful. 
Kin  Hubbard 


Prosperity  has  no  power 
over  adversity. 
Puhlilius  Syrus 


More  than  3.000  ■Thoughts."  indexed  by 
author  and  subjet  i  are  available  in  one  vol 
ante  bound  in  hint-  cloth  and  stamped  in 
x«ld  Send  Sis  -\o  with  your  older  to:  Forbes 
Subst  ribei  Sei  i  aue,  New 

York.  .V  V  10011  Please  add  sale-,  tax  on 
orders  in  Sew  Yoii  ,,/  other  states 

when-  applicab 


Believe  me,  of  all  the  people 
in  the  world,  those  who  want 
the  most  are  those  who 
have  the  most. 
David  Grayson 


Man  hoards  himself  when 
he  has  nothing  to  give  away. 
Edward  Dahlberg 


Economy,  in  the  estimation 
of  common  minds,  often  means 
the  absence  of  all  taste 
and  comfort. 
Sidney  Smith 


You  can  get  poor  a  lot  faster 
than  you  can  get  rich. 
Bud  Miller 


The  simple  faith  in  progress  is 
not  a  conviction  belonging  to 
strength,  but  one  belonging 
to  acquiescence  and  hence 
to  weakness. 
Norbert  Wiener 


A  Text . . . 

In  the  day  of  prosperity  be 
joyful,  but  in  the  day  of 
adversity  consider:  God  also 
hath  set  the  one  over  against 
the  other,  to  the  end  that 
man  should  find  nothing 
after  him. 

ECCLESIASTES  7:14 


Sent  in  by  Linda  MacGuire,  Tampa,  Fla. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Lite  is  presented  to  senders  of 
texts  used. 


All  liberality  should  have 
for  its  basis  and  support 
frugality. 
Richard  Steele 


Human  foresight  often  leaves 
its  proudest  possessor  only 
a  choice  of  evils. 
Charles  Caleb  Colton 
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If  you  could  combine  the  trunks  of  the  Mercedes  300,  Volvo  760  and  BMW  535, 
you'd  have  an  enormous  48  cubic  feet  of  cargo  capacity. 

Then  again,  you  can  simply  fold  down  the  split  rear  seat  of  the  Saab  9000  Turbo 
and  have  an  even  more  enormous  56  cubic  feet-allowing  you  to  lug  things  that  won't 
fit  in  a  normal  sedan. 

But  then,  the  Saab  9000  Turbo  is  hardly  a  normal  sedan.  It's  a  European  sports 
sedan  in  the  truest  sense. 

We're  not  referring  to  just  its  remarkable  speed  (0-60  in  7.6  seconds),  its  anti- 
lock  brakes,  or  its  sports  car  steering  and  suspension.  We're  talking  about  something 
much  more  basic. 

You  see,  the  Saab  9000  Turbo  was  designed  "from  the  inside  out,"  with  the 
driver  as  the  focal  point.  So,  like  the  Porsche,  the  chassis  geometry  is  such  that  you 
always  feel  in  direct  contact  with  the  road. 

Combine  this  with  optimum  weight  distribution  and  you  have  a  large  part  of  the 
reason  for  the  9000  Turbo's  excellent  handling  characteristics.  Characteristics  that  are 
more  like  those  of  a  sports  car  than  a  finely  appointed  five-passenger  sedan. 

To  find  out  just  how  finely  appointed,  visit  your  local  Saab  dealer.  See  the 
i  cr.^rkable  Saab  9000  Turbo  for  yourself.  Sit  in  it.  Explore 
Then  do  what  you've  been  itching  to  do  all  along: 

I)  n  ve  l  l  .  The  most  intelligent  cars  ever  built. 

p«  from  S24, 031  forlhe9BMStaMMKfartemOMi  MM  -.iiim  retail  prices  not  including  taxes,  license,  freight,  dealer  charges  or  options 
11  ""■'<     l   topyni  ,b  Scania  of  America,  lix 
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I  he  most  recent  real  estate 
survey*  shows  that  the  top  price 
paid  for  an  apartment  in 
New  York  City  in  1987  was  in 
Trump  Tower. 

Amazingly  of  the  ten  most 
expensive  apartments,  four 
were  in  Trump  Tower. 

Trump  Tower  was  also  first  with 
a  $1,273  per  square  foot  price. 

The  Trump  name,  locations 
and  buildings  have  proven, 
once  again,  to  be  the  standard 
by  which  all  others  are  judged. 


vmmmm 

Donald  J  Trump  ' 
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Benefit  Package. 


Su  >nc  Container  shareholders  have  benefited  from 
market  appreciation  over  the  past  ten  years  substantially 
exceeding  the  S&P  500  and  the  paper  industry  as  a  whed 
Even  after  last  October  19th  and  its  turbulent  aftermath] 
Stone  has  continued  to  outperform  both. 

We're  confident  that  this  record  has  resulted  from 
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COVER  STORY 

169  The  Forbes  Money  Guide 

Where  will  you  find  investment  val- 
ues now?  In  this  85-page  special  sec- 
tion you  will  find  straight  talk  on 
stocks,  bonds,  mutual  funds,  real  es- 
tate, gold  and  international  investing. 
We  also  offer  guidance  on  retirement 
tax  tactics  and  computerized  invest- 
ment techniques. 


COMPANIES 


49    Sun  Microsystems 

By  Kathleen  K.  Wiegner 
Has  Sun  Microsystems,  one  of  the 
computer  industry's  most  spectacular 
successes,  now  taken  on  more  than  it 
can  handle? 

58    Businessland  Inc. 

By  Marc  Beauchamp 
Businessland's  David  Norman  is  do- 
ing just  fine  selling  personal  comput- 
ers to  big  business.  So  why  go  after  the 
home  market? 

60    Maxicare 

By  Jill  Andresky 

Fred  Wasserman  had  a  great  concept. 

Trouble  is,  it  didn't  work. 


73     The  Up  &  Comers: 

Shared  Medical  Systems 

By  Ignatius  Chitljelen 
It  takes  courage  for  an  independent 
computer  systems  firm  to  compete 
with  IBM.  But  as  Shared  Medical  Sys- 
tems' James  Macaleer  is  finding,  cour- 
age alone  won't  do. 

78    AMP  Inc. 

By  Alyssa  A.  Lapperi 

U.S.  companies  that  claim  they  can't 
compete  in  world  markets  should 
study  the  high-voltage  success  of 
AMP  Inc.  in  the  connector  business. 

126  Snap-on  Tools 

By  Deirdre  Fanning 

A  company  that  depends  on  dealers 
had  better  keep  them  happy.  Other- 
wise, how  do  you  reach  the  custom- 
ers? Some  Snap-on  Tools  dealers  are 
taking  their  beefs  to  court. 

INTERNATIONAL 

51     Who  Got  The  $60  Million? 

By  Pranay  Gupte 

From  Stockholm  and  New  Delhi,  the 
world  is  getting  a  rare  glimpse  into 
the  mysterious,  corrupt  arena  of  inter- 
national arms  dealing.  At  the  heart  of 
this  caper:  the  Bofors  subsidiary  of 
Nobel  Industries. 


54     Cellular  Phones 

By  Richard  Behar 

Want  to  get  into  the  cellular  phone 
business  without  risking  huge 
amounts  of  capital?  Welcome  to  the 
unsung  world  of  the  "block  reseller." 

105  Energy 

By  James  Cook 

OPEC's  current  inability  to  cut  back 
oil  production  is  more  than  just  the 
last  chapter  in  the  oil  crisis.  Who 
henceforth  will  pay  attention  to  the 
gloomy  old  Club  of  Rome  predic- 
tions— the  world  is  running  out  of 
everything! — that  proved  such  a  p  ^or 
guide  to  policy  in  the  1970s  and  earlv 
1980s? 

114  Oil,  Politics  And  Power 

By  James  Cook 

OPEC  is  not  alone  in  losing  power  in 
the  international  oil  game.  So  have 
the  Seven  Sisters — and  so  has  the  U.S. 

IDEAS 

118  "Government  Must  Learn 

To  Help  The  Strong" 
By  Patrice  Duggan,  Peter  Fuhrman 
atid  Pranay  Gupte 

From  around  the  developing  world, 
three  experienced  and  thoughtful 
men  explain  why  capitalism  is  no 
longer  a  dirty  word. 
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a  focused  strategy  to  grow  in  our  core  businesses — 

tainerl  x  >ard,  corrugated  boxes,  and  bags — and  our  long- 
immitment  to  enhanced  shareholder  value. 

•  ]  >ast  never  guarantees    le  future,  but  with  these 
lis  solidly  in  place  md  exceedingly  favorable 
f<  >rour  industry,  sales  and  earnings 
highs  in  1988  and  beyond. 
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Stone 

Container 

Corporation 

INNOVATION  •  QUALITY  •  SERVICE 
Three  little  words,  one  big  commitment 


84  Low  profile 
tycoon 


PROFILES 


84    An  "Unstructured"  Tycoon 

By  Steve  Weiner 

Although  he  controls  a  $3  billion  em- 
pire, real  estate  tycoon  Jerry  Wexler  is 
nearly  invisible,  even  in  his  own 
hometown. 


MARKETING 


130  Terrific!  I  Hate  It 

By  Edward  F.  Cone 

Advertising  that  people  like  and  that 
wins  awards  is  real  nice.  But  advertis- 
ing that  sells  the  product  is  a  whole 
lot  better.  Too  frequently  they  are 
quite  different  animals. 


INVESTING 


53    Bet  On  Management 

By  John  H.  Taylor 

The  banks  are  broke  and  the  offices 
half  empty.  But  there  are  green  leaves 
among  the  deadwood.  For  contrarians, 
Texas  is  looking  up. 

312  Streetwalker 

Dow  Jones  wire;  Toro  Co.;  Cordis 
Corp.;  First  Illinois  Corp.;  Molex  Inc. 
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105  OPEC,  without  tears 


SCIENCE  &  TECHNOLOGY 

138  Ministry  Of  Fear 

By  Ronald  Bailey 

Jeremy  Rifkin,  a  modern-day  Luddite, 
wants  to  put  biotechnology  develop- 
ment on  permanent  hold.  What  is 
frightening  is  that  he  seems  to  be 
succeeding. 

139  Blood  Money 

By  Stanley  W.  Angrist 
Haemonetics  Corp.  used  to  be  just 
one  more  manufacturer  of  medical 
equipment.  Then  along  came  AIDS. 

NUMBERS  GAME 

124  Breaking  Up  Is  Hard  To  Do 

By  Richard  Greene 

Murray  Ohio's  president  told  the 
judge  a  lot  more  about  its  divisional 
losses  than  he  ever  told  shareholders. 

PERSONAL  AFFAIRS 

134  Digging  Deep 

By  Anne  Matthews 

There's  a  bit  of  amateur  archeologist 
in  each  of  us,  and  pros  welcome  all 
the  help  they  can  get.  Warning:  Root- 
ing around  in  past  civilizations  can  be 
addictive.  Also:  Updating  your  medi- 
cal bookshelf. 


126  Snap-on  Tools'  monkey  urench 
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Here's  half  of  the  story.  Mr.  Pitney. 

The  half  that  thinks  in  schematic  diagrams,  folding  sequences,  scanners, 
manifests,  copying  technology  and  mailing  and  facsimile  systems.  Dictaphone " 
dictation  systems. 

The  brain-stormer.  The  Einstein.  The  IDEA  person. 

This  half  is  for  all  the  women  and  men  at  Pitney  Bowes  today  putting 
practical  technology  to  work  in  every  size  business,  in  every  corner  of  the  world. 

But,  like  we  said,  Mr.  Pitney  is  only  half  of  it. 
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This  is  the  other  half.  Mr.  Bowes. 

The  half  that  talks  about  you  and  your  mailing  system  needs. 
You  and  your  copier  and  supply  needs.  You  and  your  facsimile  and 
dictation  system  needs.  You  and  your  future. 

He's  the  person  in  the  lobby.  The  voice  on  the  telephone. 
The  suit.  The  sizzle.  The  PEOPLE  person. 
This  half  is  for  all  the  women  and 
men  today  at  Pitney  Bowes  who  strive  to 

tet  the  demands  of  business,  who  anticipate 
iges  and  develop  opportunities, 
who  build  confidence  and  trust  in  every 
Pitney  Bowes  relationship. 

Every  Pitney  needs  a  Bowes, 
/lost  companies  need  them  both. 

Call  1-800-MR  BOWES  ext.  567 
to  see  how  you  can  profit  from  the 
relationship. 
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Forbes'  investment  philosophy 

Forbes'  money  guide,  featured  in  this  issue,  is  intended  to  helj 
business  people  better  plan  their  investment  programs,  to  help 
them  preserve  and  enhance  their  capital  in  these  confusint 
times.  Only  last  fall  the  New  York  market  suffered  the  sharpesi 
crash  in  history,  and  in  the  eight  months  since,  has  recoverec 
scarcely  a  third  of  the  loss.  All  the  markets  are  confused 
Uncertainty  abounds.  Will  the  weak  dollar  bring  on  inflation- 
Will  foreigners  stop  buying  U.S.  government  securities  and  send 
U.S.  interest  rates  through  the  roof?  Is  the  economy  healthy  oi; 
overheated  and  feverish?  Have  program  trading  and  other  com 
putenzed  strategies  destabilized  the  market?  In  the  context  ol 
these  imponderables  it  is  harder  than  ever  to  plan  a  sensibl 
investment  strategy. 

That's  where  the  money  guide  steps  in.  This  is  not  youi 
typical  "ten  hot  stocks  to  buy  now"  kind  of  investment  report! 
It  is  an  interrelated  series  of  articles  and  charts  and  statistics 
presented  in  the  context  of  a  value-oriented  investment  philoso- 
phy, a  philosophy  based  on  this  magazine's  nearly  71  years 
experience  covering  good  times  and  bad  times.  It  proffers  no 
easy  answers  but  dishes  out  plenty  of  sound,  sensible  advice 
both  from  our  writers  and  outside  experts.  Eight  months  in  th 
planning,  the  Forbes  money  guide  was  edited  and  directed  by 
William  Baldwin,  ably  backed  by  our  statistical  people  unde: 
Steve  Kichen  and  by  chartmaker  Andy  Christie. 

This  is  an  issue  you  will  want  to  keep  for  reference  and 
perspective  during  the  unsettling  times  that  lie  ahead.  The 
guide  starts  on  page  169. 


A  commodity  like  any  other 

There  is  much  else  in  this 
issue,  including  the  full 
range  of  regular  Forbes 
features.  I  especially  rec- 
ommend to  readers  "We're 
not  going  to  freeze  in  the 
dark,"  Jim  Cook's 
thoughtful  analysis  of  the 
world  oil  situation.  Cook 
convincingly  argues  that, 
short  of  war  or  near  war, 
another  oil  crisis  like  that 
of  the  late  1970s  is  highly 
unlikely,  lor  OPEC  has 
lost  most  of  its  power  and 
oil  today  is  a  commodity 
much  like  any  other. 
Starts  on  page  105.  And 
don't       overlook       Steve 


fay  Pritzker  t  left )  and  fern'  Wexler 
at  Camp  Ojibwa  in  19M 


Werner's  "An  'unstructured'  tycoon,"  on  page  84.  This  is  a  story 
oi  lerry  Wexler,  Chicago's  little-known  mover  and  shaker.  Carl 
Sandburg  called  Chicago  the  "City  of  Big  Shoulders."  Wexler 
calls  it  home,  where  his  childhood  friends  included  Jay  Pritzker, 
now  head  of  the  billionaire  family  and  still  a  buddy. 


L/  Editor 
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What  we  know 
ibout  computers  we've 
learned  on  the  phone. 


At  AT&T,  we've  always 
HL  been  committed 
1 3  helping  the  people  of 
ie  world  communicate 
tetter. 

Our  telephone  sys- 
sm  is  the  largest,  most 
ophisticated  computer 
letwork  in  the  world. 

The  evolution  of  its 
cope,  power  and 
eliability  created,  in  the 
Mocess,  the  world's 
argest  laboratory  for 
omputer  research  and 
levelopment. 

And  all  that  savvv 
s  now  being  called  on  in 
lew  ways.  To  build  com- 
pters that  do  the  rest 


of  the  world's  work  with 
the  same  reliability  as 
your  phone  system. 
Funnv,  how  the 
future  seems  to  repeat 
itself. 


1939 

The  First  Electrical 

Digital  Computer 

Scientists  at  AT&T  Bell 
Laboratories  used  two 
numbers  to  change 
the  way  we  compute 
the  rest.  They  applied 
a  binary  code  to  a 
calculating  machine 
for  the  first  time  and 
invented  the  electrical 
digital  computer. 

Today 

UNIX-  Operating 

System 

Since  1969,  AT&T's  UNIX 
operating  system  has 
been  improving 
computer  use. Today's 
UNIX  System  v  is 
capable  of  running 
hundreds  of  different 
software  programs  on 
mainframes,  minis, 


even  PC's.  Its  flexibility 
and  power  are  giving 
people  greater  free- 
dom of  choice  across 
computer  architec- 
tures. Helping  to  pro- 
tect previous  hardware 
investments.  And 
creating  a  common, 
open  standard  which 
is  working  to  unify 
the  computer  industry. 


Tomorrow 
Optical  Computers 

As  today's  computers 
approach  their  limits, 
AT&T  is  looking  at 
them  in  a  new  light. 
The  optical  computers 
of  tomorrow  will  use 
light  beams  to  process 
information. 
At  speeds  measured  in 
trillionths  of  seconds. 
Up  to  ten  times  faster 
than  today's  fastest 
electronic  computers. 


AT&T 

The  right  choice. 


ind  the  one  Coleman  pro 


Noway. 
MasterCraft 
moves  out 
of  showrooms 
faster  than  any 
other  ski  boat 


Not  coolers.  They've  been 
our  hottest  products  for  deca 


J 

ami  i 
?cac 


Wrong.  Coleman  Portable  Generators 
are  a  high  voltage  source  of  income. 


Lanterns?  Coleman  is  the 

#1  light  source  at  campgrounds 

across  America. 


Crosman  is  the  world's  largest  air  gun  company.  Growth  is  not  a  I 


Wrong  again.  Amon:  I 

campers,  we're  theji 

preferred  sleeping  parti 


t  designed  to  cut  growth. 


Nope.  Coleman  Air  Conditioners  cool  over  50%  of  all  recreational  vehicles, 


Sorry.  Camping  is  booming  and  Coleman* 
Trailers  have  been  a  leader  for  years. 


An  important  product  with  invigorating  results. 
Definitely  not  the  one  you're  looking  for. 


Naaa.  Camp  stoves  have  been  our  bread  and  butter  for  generations. 


oser  look  at  all  our  activities,  including  the  one  designed  to  increase  growth  by  cutting  it  call  800-255-2550. 


U  Mil  t 


uam 


NYSE  Symbol:  CLN 


ts  available  through  New  England  Secuniies  Corporation. 


©  1988,  New  England  Mutual  Life  Insurance  Company,  Boston. 
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HELPING  YOU  BUILD  YOUR  FINANCIAL  FUTUR1 
COULD  TAKE  EVERYTHING  WE'VE  GOl 

And  we've  got  virtually  every  financial 
product  and  service  you're  ever  likely  to  need. 

Our  representatives  can  provide  you  with 
life  insurance,  available  from  America's  oldest 
chartered  mutual  life  insurer. 

They  can  offer  you  mutual  funds,  including 
several  cited  for  consistently  superior  performance 
by  organizations  like  Lipper  Analytical  Services* 

They  can  satisfy  your  interest  in  real  estate 
investments.  Employee  benefits  programs.  Finan- 
cial planning. 

These  are  experienced,  knowledgeable, 
local  professionals  who  recognize  that  building 
long-term  relationships  is  fundamental  to  helping! 
them  build  and  shape  their  clients'  financial  future).' 

To  receive  a  free  brochure  about  our  prod- 
ucts and  services,  as  well  as  the  name  of  your  loca1 
representative,  phone  1-800-222-2725,  Ext.  358. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


NIE 


The  New  England 

Your  Financial  Partner 
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.iUiii.il  Service*  Ini  is  an  independent  service  which  monitors  the  performance  of 

.'0(1  mutual  funds 


Follow-Through 


A  question 
of  timing 

Feb.  22,  1988 


Del  Webb  Chairman  Robert  Swan- 
son  sold  most  of  his  stock  in  the 
Phoenix  real  estate  and  gambling 
company  last  July,  when  the  shares 
were  near  their  52-week  high.  Then 
Webb  announced  a  $65  million  loss 
for  one  quarter,  Swanson  resigned  be- 
cause of  "ill  health,"  and  the  stock 
tell  70%.  Forbes  four  months  ago 
raised  questions  about  the  timing  of 
Swanson's  stock  sale  and  warned  that 
Webb  might  have  to  sell  some  assets. 
Now  two  New  York  investors  have 
charged  in  a  class  action  suit  that 
Swanson  and  Del  Webb  didn't  dis- 
close the  magnitude  of  Webb's  prob- 
lems and  artificially  inflated  the 
stock.  (Webb  says  it  has  not  violated 
any  laws;  Swanson  won't  comment.) 
Webb  last  year  lost  $97  million  on 
$288  million  in  revenues.  It  has  now 
agreed  to  sell  two  Nevada  casinos  for 
$67  million  and  plans  to  sell  its  other 
Nevada  casino;  its  interest  in  an  At- 
lantic City  casino,-  and  its  recreational 
properties  division,  which  runs  five 
Arizona  and  Utah  marinas. 

The  sales  will  make  Webb  leaner, 
cut  debt  by  $70  million,  to  roughly 
$40  million,  and  will  give  it  a  small 
gain.  But  Webb  may  still  not  be  very 
healthy.  Why?  It  will  be  left  with  only 
three  incomplete  retirement  commu- 
nities in  Arizona  and  Nevada,  which 
lost  $1.4  million  in  the  first  quarter 
and  are  not  expected  to  be  profitable 
until  at  least  1989.— John  Taylor 


Journo  f lop 

Feb.  23,  1987 


'ichael  Russell  and  William  Wor- 
dey,  the  founders  of  American 
City  Business  Journals,  had  never 
been  journalists  before  they  opened  a 
business  paper  in  Kansas  City,  Mo.  in 
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1982.  Yet  they  did  so  well  that  they 
kept  expanding.  By  last  year  Russell, 
who  had  been  in  real  estate,  and  Wor- 
ley,  a  veterinarian,  owned  35  papers, 
including  16  for  which  they  had  bor- 
rowed heavily  to  buy.  Forbes  saw  big 
potential  for  success. 

Wrong.  Forbes  failed  to  reckon  on 
the  staggering  costs  of  their  ambitious 
expansion.  American  City  lost  $7 
million  on  sales  of  $27  million  in 
1986  and  went  on  to  lose  $25  million 
on  revenues  of  $75  million  last  year. 
Struggling  to  pay  down  $51  million  in 
short-term  debt,  the  company  had  by 
early  this  year  arranged  to  sell  part  or 
whole  interests  in  seven  journals  and 
was  desperately  looking  for  buyers  for 
some  other  sheets. 

Late  last  month  American  City  fi- 
nally closed  a  $46  million  sale  of  sev- 
en papers  to  MCP  Inc.,  a  Minneapolis 
concern.  The  sale  wiped  out  all  of 
American  City's  remaining  long-  and 
short-term  debt  and  left  it  with  per- 
haps $60  million  in  annual  sales. 

Now  what?  All  of  Russell's  remain- 
ing papers  are  supposedly  at  break- 
even or  profitable.  But  Russell  isn't 
talking  now  about  high  expectations. 
"I've  had  enough  publicity,"  he 
says. — Alyssa  A.  Lappen 


When  the 

hammer 

falls 

Apr.  18,  1988 


In  1983  Detroit  real  estate  develop- 
er A.  Alfred  Taubman  won  a  battle 
to  take  over  Sotheby's,  the  bigger  of 
the  two  major  players  in  the  explod- 
ing auction  market.  Taubman  reaped 
a  rich  return  from  his  investment  in 
Sotheby's,  which  sold  $1.4  billion 
worth  of  art  last  year.  By  last  autumn 
he  was  planning  to  cash  in  on  his 
success  by  selling  a  minority  stake. 
He  put  the  deal  on  hold  after  the  mar- 
ket crash,  but  Forbes  predicted  he 
would  go  ahead  with  it  soon  anyway. 
Late  last  month  Taubman  did  just 
that,  offering  5.5  million  of  Sotheby's 
shares  to  the  public.  The  issue  quick- 
ly sold  out  to  private  investors  and 
institutions  at  its  offering  price  of 
$18.  But  the  stock  has  gone  nowhere 
since,  either  on  the  American  Ex- 
change or  on  London's  International 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  $40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 
New  England  Mutual  Life 
Insurance  Company 
America's  oldest  chartered  mutual 
life  insurance  company,  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Group 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 
Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis,  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 
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The  New  England 

Your  Financial  Partner 
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A  RARE  GLIMPSE  FROM 
DOWN  UNDER. 


The  Regent  is  Sydney's 
most  spectacular  hotel  from 
any  angle.  Whether  it  be 
service,  comfort  or  style. 
Or  its  own  views  of  the 
Opera  House  and  harbour. 


the 

Went 


SYDNEY 
A  REGENT«INTERNAT10NAL  HOTEL 


AUCKLAND  BANGKOK  BEVERLY  HILLS  IHICAOO  FIJI  HONG  KONG  KUALA  LUMPUR  MELBOURNE  NIT*  YORK  OKINAWA  SYDNEY  TAIPEI 


(800)5454000 

«  ~™«  « •ThtffeadmtfHotels  oft  htWxId ' 


COULTRE,® 


MORGAN  &  CO.  JEWELLERS 

Los  Angeles,  CA 

213  208-3377 

AARON  FABER  GALLERY 

New  York,  NY 

212  586-8411 


Exchange.  That,  even  though  Sothe 
by's  auctions  last  year  yielded  $27$ 
million  in  revenues  and  $39  millior 
in  net  earnings,  up  126%  over  1986. 
Analysts  blame  Sotheby's  poor  af 
termarket  performance  on  its  two-tiei 
voting  structure.  Taubman  unloadec 
22%  of  the  common  stock,  but  thai 
carried  only  a  3%  share  of  the  overal 
voting  power.  Another  reason  for  the 
weak  demand  may  be  that  the  public 
has  begun  to  wonder  how  long  the  art 
boom  will  last.  Either  way,  Taubmar 
is  a  winner.  He  still  holds  52%  o) 
Sotheby's  stock,  having  recouped! 
75%  of  his  original  $78  million  in-1 
vestment. — Dana  Wechsler 


On  a  roll 

Oct.  27,  1986 
Oct.  26,  1987 


Two  years  ago  it  looked  as  if  Tec 
Field,  heir  of  the  Marshall  Field 
retail  and  media  fortune  and  younger 
half-brother  of  Chicago's  Marshall 
Field  V,  was  destined  to  squander  his 
half  of  the  family  fortune  on  failed,  i 
banking  ventures  and  ill-timed  in- 
vestments in  timber.  But  by  last  yeai, 
the  Los  Angeles  filmmaker  looked 
smart  to  Forbes.  He  had  bought  Pan- 
avision,  a  movie  camera  company,1 
from  Warner  Communications  and 
sold  it  for  a  $100  million  pretax  gain.i 

Field  has  since  been  on  a  roll, 
thanks  partly  to  a  deal  with  Disney 
and  support  from  producer  Robert 
Cort.  Field's  Interscope  Communica- 
tions and  Disney  put  out  Outrageous 
Fortune,  which  grossed  $53  million, 
and  Three  Men  and  a  Baby,  which 
racked  up  $164  million. 

Interscope  and  Disney  have  also  co- 
produced  Cocktail,  which  stars  heart- 
throb Tom  Cruise  and  is  due  out  this 
summer.  Interscope  recently  won 
rights  to  produce  a  TV  movie  on  Jessi- 
ca McClure,  the  Texas  toddler  who 
was  trapped  in  a  well  for  days. 

Best  of  all,  Field,  36,  has  inked  a 
long-term  agreement  with  Disney, 
which  will  give  Disney  the  first  crack 
as  backer  and  distributor  on  Inter- 
scope's  films. 

Is  success  spoiling  the  shy  film- 
maker? As  usual  Field  wouldn't  talk 
to  Forbes.  But  his  most  recent  pur- 
chase speaks  for  itself:  While  he  main- 
tains residences  on  both  coasts,  Ted 
just  spent  $17  million  for  a  mountain 
home  in  Colorado. — Peter  Newcomb 
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The  Fine  Art  Of  Flying 

by  Pavlos 


"The  Magic  Table".  Commuted  as  we  are  to  The  Fine  Art  of  Flying,  we  commissioned  the  Greek 
artist  Pavlos  to  make  his  own  interpretation  of  oar  new  concept.  Dividing  his  time  between  Athens 
and  Paris,  Pavlos  has  gained  an  international  reputation  for  his  sensual  paper  sculptures.  And  his 
"Magic  Table"  is  the  perfect  evocation  of  how  it  feels  to  be  flying  in  the  lap  of  luxury:  Air  France. 


Coffee,  tea  or  champagne? 


THE  FINE  ART 
MW OF  FLYING 


Forbes  Informer 


Edited  by  Gretchen  Morgenson 


Icahn's  out 

It's  no  cinch  trying  to  take  over  Tex- 
aco, but  it's  nowhere  near  as  tough  as 
getting  into  New  York's  Metropolitan 
Club.  Ask  Carl  Icahn. 

The  club  on  East  60th  Street  is 
home  to  New  York's  titans  of  indus- 
try and  society.  Icahn  was  proposed 
for  membership  in  late  May  by  mem- 
ber Fred  Sullivan,  chairman  of  Inter- 
im Systems  Corp.  and  one  of  Icahn's 
longtime  friends.  In  came  some  two 
dozen  letters  objecting — a  veritable 
flood,  in  the  circumstances.  In  theory 
blackballing  is  forbidden  at  the  Met- 
ropolitan, but  only  in  theory.  Icahn 
was  out.  Membership  was  nixed. 

When  asked  about  the  Metropoli- 
tan Club  incident,  Icahn  mumbled 


income  came  from  margin  interest. 
At  the  same  time  last  year  margin 
interest  contributed  30%  to  40%  to 
pretax  income.  Look  for  a  lot  of  firms 
to  raise  the  interest  rates  they  charge 
on  margin  debits. 

Tes,  there's  life 
after  GE 

Wasserstein  and  Perella  made  more 
noise  when  they  left  First  Boston  in 
February,  but  investment  bankers 
Ted  Berghorst  and  Jim  Foght  and  re- 
search analyst  Peter  Drake,  who  qui- 
etly bailed  out  of  GE  subsidiary  Kid- 
der, Peabody  in  February,  may  have 
done  more  deals. 

The  three  partners  formed  Vector 
Securities  International,  which  has  18 
transactions  signed  and  at  least  4 
more  pending.  And  these  are  not  tiny 


[HuMraiiom  bv  ljurj  Gomel 


The  Metropolitan  Club  New  York'  City 

You  think  infiltrating  the  Texaco  boardroom  is  tough? 


something  about  Texaco  and  asked: 
"What's  this  got  to  do  with  anything, 
anyway?"  Our  question:  Why  not 
consider  launching  a  proxy  fight  for 
the  club,  Carl? 

Margin  for  safety 

h  share    volume  on  the  big  cx- 

n,   the  action  in  funds 

id  options  under  a  cloud, 

i  hungry  brokers?  Low- 

ussion  products  like  CDs  and 

nd    margin    interest.    In 

firm*'  first  quarters, 

to  95%  of  pretax 


deals.  "Most  of  our  corporate  partner- 
ing deals  are  in  the  $25  million  to  $75 
million  range,  but  there  are  also  some 
$200  million  to  $300  million  transac- 
tions," says  Berghorst.  "Young  com- 
panies like  dealing  with  a  group  of 
major  league  players  in  a  small  invest- 
ment banking  shop"  Vector's  few 
competitors  with  biotech  corporate  fi- 
nance groups  include  PaineWebber 
and  Shearson  Lehman  Hutton.  No 
matter.  With  the  need  for  capital  in 
biotech  an  estimated  $3  billion  over 
the  next  five  years,  that's  a  roomy 
field  to  play  on. 
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Into  the  fish  tank 

What  do  catfish,  bass  and  bourbor 
have  in  common?  All  three  may  soor 
be  cultivated  at  Brown-Forman  Bever 
age  Co.,  the  $1.1  billion  (sales)  wine 
and  spirits  concern  headquartered  ir 
Louisville. 

Over  at  its  Early  Times  distillery  ir 
Shively,  Ky.,  the  company  is  prepar 
ing  to  raise  catfish,  bass  and  exotic 
African  tilapia  in  a  water-storage  tank 
that  it  once  used  in  the  distilling 
process. 

Why  would  a  distiller  want  to  hatch 
a  fish  farm?  Fish  is  one  of  the  fastest 
growing  foods  in  America,  and  al- 
though fish  farming  is  on  the  rise,  the 
U.S.  still  imports  over  60%  of  the  fish 
it  consumes  annually.  A  bit  of  syner- 
gy here:  The  fish  are  fed  grain  meal, 
by-product  of  whiskey  distilling.  Plus, 
Brown-Forman 's  fishery  cost  virtually 
nothing  to  build — reportedly 
$25,000 — because  tanks  and  equip- 
ment were  already  on  hand. 

The  broker  and  the 
widow  Shea 

Janette  Shea  is  a  96-year-old  widow 
with  a  history  of  mental  problems.  In 
1987  Shea's  niece  discovered  that  her 

aunt's  broker  had  slipped  some  real 
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in  the  $126,000 
uick  Open  Sweepstakes 
ithout  swinging  a  club. 


V/ 


0  '' 


ne  Buick  Open  is  coming  again  to  beautiful 
/arwick  Hills.  This  prestigious  tournament  fea- 
jres  some  ot  the  hottest  golfers  on  the  circuit.  But 
ou  could  win  the  $126,000  Buick  Open  Sweep- 
takes  without  swinging  a  club*  Simply  register 
it  your  Bufck  dealer  for  a  chance  to  win  one  of 
iree  $126,000  grand  prizes. 

mile  you're  there,  buckle  up  and  test  drive  the 
ew  Regal  or  the  exhilarating  new  Regal  Gran 
port,  and  get  a  free  sleeve  o*  goli  balls.  Regal 
Jran  Sport  is  The  official  car  of  the  1988  Buick 
)pen.    r 


Save  up  to  $1, 

And  now,  for  a  lin. 
Regal  very  Regal  - 


option  packages. 
..me,  you  can  make  the 
and  save  up  to  $1 ,060*  *  on 


that's  more  affordable  than  you  probably  imag- 
ined, you  can  drive  a  Bujck  Reaai  equipped 
with  conveniences  like: 
Air  conditioning.  •  Power  antenna. 

•  Tilt  steering  column. .    •  Cassette  and  ETl , 

•  Power  windows.  AM-FM  stereo  radio. 

•  Power  door  locks.  with  seek  and  scan. 

•  Cruise  control.  •  And  more. 

•  See  your  dealer  for  details.  To  enter  the  Buick  Open  Sweep- 
stakes, visit  your  local  Buick  dealer  through  July  15. 1988 

"Savings  based  on  manufacturer's  suggested  retail  price 
of  option  package  versus  options  purchased  separately 
You  must  take  retail  delivery  from  dealer  stock  by 
July  15, 1988 


Buick  Official  car  of  the  PGA  Tour. 


Great  American  Road  belongs  to  Buick. 
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Dividend  boosted . . .  Mobil  Corp.  doubled  profits 

in  our  best  first  quarter  since  1981 . .  .and  raised  the  dividend 

5  cents  a  share  to  60  cents  quarterly.  Earnings  climbed  to 
$505  million,  or  $1.25  a  share,  on  an  18%  revenue  gain  to 
$15.8  billion.  Largest  gains  came  from  Marketing  &  Refining, 
especially  in  the  U.S.,  and  Mobil  Chemical,  which  had  another 
record-breaking  quarter.  Thanks  in  part  to  higher  natural  gas 
sales  and  prices,  Exploration  &  Producing  earnings  also  showed  a 
gain— rising  to  $544  million  despite  an  8%  decline  in  crude  oil 
prices.  5ays  Mobil  Chairman  and  CEO  Allen  E.  Murray:  ''Although 
the  crude  oil  supply/demand  situation  is  still  volatile,  this  begin- 
ning is  encouraging  for  1988." 

Big  winners . . .  Increased  gasoline  sales— led  by 
solid  gains  in  high-value  5uper  Unleaded— helped  U.S.  Marketing 

6  Refining  maximize  the  benefit  from  higher  industry 
margins.  Better  refining  performance  also  led  to  increased  pro- 
duction of  gasoline,  distillates  and  lubricants.  In  addition,  we 
benefited  from  improved  margins  and  a  higher-value  product 
mix  in  Japan,  Australia  and  parts  of  Europe,  though  overall 
European  margins  remained  depressed. 

Triple  play. . .  Chemical  profits  more  than  tripled— 
climbing  to  $154  million  on  a  55%  increase  in  revenues  to  $887 
million    The  reasons:  Stronger  sales  and  margins  for 

polyethylene  from  our  U.S.  and  Saudi  operations. .  gains  from 
our  recent  acquisition  of  the  Aristech  ethylene  plant... and 
continued  growth  in  our  OPP  film  sales,  which  were  already 
Mo  1  worldwide.  This  is  the  11th  consecutive  quarter  in  which 
earnings  improved  compared  with  the  corresponding  quarter  in 
previous  years. 

Looking  Strong . . .  That's  the  view  of  Value  Line 

analyst  W.  E.  fliggins.  Writing  in  the  April  8  research  bulletin,  he 
credits  "Mobil's  large  exposure  to  the  north  American  gas  mar- 
ket" and  "efficiency-enhancing  moves"  in  our  U.S.  E&P  division. 
He's  also  bullish  on  our  chemical  business  and  Marketing  & 
Refining  outlook  despite  the  super-competitive  European  market. 


A  quote  we  like:  "Mobil  remains  rated  vl' 

and  is  a  Kidder,  Peabody  Current  Recommendation." 

—Kidder,  Peabody  analyst  William  M.  Brown  III 
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estate  limited  partnerships — South- 
mark  Equity  Partners  I  and  II — into 
her  portfolio.  In  all,  $35,000  in  part- 
nerships were  sold  to  Shea  in  late 
1985  and  1986. 

Asked  about  these  investments,  the 
brokerage  in  question,  Josephthal  & 
Co.  in  New  York,  insisted  that  part- 
nerships made  sense  for  the  widow 
Shea,  and  that  she  was  used  to  making 
her  own  investment  decisions. 

This,  even  though  Shea's  niece  got  a 
lawyer  who  wrote  Tosephthal's  man- 
agement enclosing  a  letter  from 
Shea's  doctor,  attesting  that  in  1984, 
before  the  partnerships  were  sold  to 
her,  she  suffered  "severe  anxiety-de- 
pressive sickness  with  intermittent 
disorientation  and  was  incapable  of 
self-care." 

The  last  word  from  Josephthal's  at- 
torney was:  "Old  age  is  a  blessing 
which  does  not  perforce  equate  with 
the  inability  to  direct  one's  own  af- 
fairs. I  have  reviewed  Ms.  Shea's 
Southmark  Subscription  Agreement 
and  am  of  the  view  that  they  and  the 
accompanying  checks  were  executed 
by  a  person  of  firm  hand  who  well 
understood  the  nature  of  her  invest- 
ments .  .  .  and  was  qualified  and  com- 
petent to  make  the  investment 
decisions." — William  G.  Flanagan 

Softening  the  suckers 

Old  crooks  never  die,  some  don't  even 
fade  away.  They  just  start  new  busi- 
nesses under  different  names. 

Consider  Paul  Koerner,  a  Missouri 
swindler  who  ripped  off  investors  for 
some  $30  million  before  his  platinum 
Ponzi  scheme  was  shut  down  last  Sep- 
tember. Even  though  he  has  lost  two 
civil  cases  and  is  scheduled  to  go  on 
trial  soon  on  12  felony  charges,  for  the 
most  part  securities  fraud,  Koerner 
has  a  new  investment  information 
business  going.  It's  called  Global  In- 
formation Services,  and  until  recently 
it  was  situated  at  the  same  suburban 
St.  Louis  address  that  was  home  to  his 
former  firm,  Worldwide  Investment 
Research  Ltd. 

Koerner — as  con  men  do — first  won 
his  victims'  confidence,  then  took 
them  to  the  cleaners.  He  built  his 
reputation  researching  investment 
opportunities  abroad  and  recom- 
mending foreign  stocks.  On  the 
strength  of  that  scholarly  reputation 
he  began  selling  phony  platinum  con- 
tracts with  promises  of  risk-free  30% 
returns.  Is  he  up  to  his  old  tricks?  His 
new  outfit,  Global,  provides  its  cli- 
ents with  annual  reports  of  foreign 
companies  or  foreign  brokerage  firm 
research,  much  like  Koerner  did  with 
defunct  Worldwide.  Next? 
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Before  there  was  Castro, 
there  was  Partagas. 


If  you  treasure  the  rarity 
of  a  pre-revolutionary 
Cuban  cigar,  you  are  not 
alone. 

On  the  exceptional 
occasion  when  such  cigars 
have  been  discovered,  they 
have  commanded  extraordinary  sums  from  the 
most  discerning  connoisseurs. 

If  you  respect  the  tradition  of  Cuban  cigar- 
making  as  they  do,  it  may  interest  you  to  know 
that  it  does  not  live  entirely  in  the  past. 

The  fact  is:  there  is  a  cigar  that  is  still  made 
the  way  it  was  made  in  Havana  bejore  the  Cuban 
Revolution. 

The  cigar  is  a  Partagas  and  its  secret  is  a 
living  Cuban  legend. 


I 


Ramon  Cifuentes:  a  living  Cuban  legend 


His  name  is  Ramon 
Cifuentes. 

He  has  spent  a  lifetime 
making  Partagas  Cigars 
by  hand,  just  as  his 
father  did  before  him. 
And  when  he  was  exiled 
from  the  island  of  Cuba  more  than  20  years  ago, 
the  secret  of  Partagas  went  with  him,  never 
to  return. 

This  Father's  Day,  ask  your  favorite  smoke  shop 
for  the  Partagas  that  is  made  for  you. 

The  feel,  the  taste  and  the  aroma  of  this 
legendary  cigar  in  its  rich  Cameroon  wrapper  is 
unlike  anything  your  senses  have  ever 
experienced. 

Ramon  Cifuentes  will  have  it  no  other  way. 


PARTAGAS 


I  Cifuentes  Y  Cia  1988 
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rker.  Take  a  loo 


Over  the  years,  smart  investors  have  come 
to  expect  solid  financial  performance  from 
Parker  Hannifin  Corporation  (PH-NYSE). 

And  over  the  years,  Parker  delivers. 

As  you  make  your  investment  plans  for 
1988,  consider  our  results.  You'll  find  that 
Parker's  vital  technologies  and  broad  business 
base  offer  investors  a  high  degree  of  stability 
in  all  market  conditions. 


:# 

increase  in 
shareholder 

value 

Last  year,  Parker  shares  increased  in  value 
41.3%,  outperforming  both  Standard  & 
Poor's  and  the  Dow  Industrial  Averages.*  And 
yes,  these  calendar-year  1987  results  include 
the  month  of  October. 

This  is  not  an  isolated  instance. 

Over  the  past  10  years,  a  share  of  Parker 
common  stock  grew  in  value  238%,  excluding 


dividends. . .  the  result  of  Parker's  long-range 
global  plan  for  consistent,  profitable  growth.ii 


J3QI 

ten -year 
increase 


Following  record  sales  and  earnings  for 
the  first  half  of  fiscal  year  1988  ended 
December  31,  1987,  Parker  increased  its 

^^^       ^^^  quarterly  dividend 

^^^k      ^^^k  payment  5% 
^^Jf  m   to  $.21  per  share. 


it 


consecutive 
years  of 
dividend 
increases 


'  Dow  Jones  Industrial  Average  is  a  Registered  Trademark  ol  Dow  Jones  &  Company  Inc 


Vital  te 
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our  numbers 


This  dividend  marked  32  consecutive  years 
>f  increased  return  to  shareholders  — 
^     ^^^_       mmm  continuing  a  record 

m   j^^^^      ^^mm  equalled  by  only  six 
J   K^^       ^Jj  other  NYSE  and 
a       ^"^    jfl^      AMEX  non-utility 
m  mm  companies. 

consecutive 

quarterly 

dividends 

Another  $.21  per  share  dividend  declared 
\pril  15  is  Parker's  152nd  consecutive 
quarterly  cash  dividend  to  shareholders.  This 
dividend  was  paid  June  3,  1988,  to 
shareholders  of  record  as  of  May  17. 

Ready  for  the  future 

Our  business  is  motion  control,  and  no 
one  else  knows  it  quite  so  well.  Parker  is  a 
$1.9  billion  worldwide  supplier  of  hydraulic, 
pneumatic,  electro -mechanical  and  electronic 
components  and  systems  to  more  than  1 ,200 
industrial,  automotive,  aviation,  space, 
marine  and  biomedical  markets. 

The  Company's  acquisition  and  R&D 
strategies  focus  on  continuing  that  leadership. 
The  goal:  to  gain  entry  into  new  and  related 


markets;  to  round  out  product  lines;  and  to 
further  penetrate  existing  markets. 

We  have  the  size  and  scope  to  satisfy  the 
quality  and  volume  requirements  of  major 
customers  worldwide. 

Investments  in  new  manufacturing  tech- 
nology have  given  us  world-class  production 
capabilities.  Integration  of  recent  acquisitions 
has  proceeded  as  planned,  and  we  expect  to 
complete  a  highly  satisfactory  fiscal  1988. 


Financial  Highlights 

(Nine  months  ended  3/31/88) 

Parker  Hannifin  achieved  substantial  increases 
in  sales,  net  income,  earnings  per  share,  and 
backlog  for  the  third  quarter  and  nine  months 
of  fiscal  1988,  ended  March  31 ,  compared  to  a 
year  ago. 

Sales  for  the  recent  quarter  totaled  $574 
million,  compared  to  $486  million  a  year  earlier. 
Net  income  was  $27.5  million  or  $.57  per  share, 
compared  to  $17.5  million  or  $.36  per  share  for 
the  third  quarter  of  fiscal  1987;  a  57.1  percent 
increase. 

Nine-month  sales  totaled  $1.6  billion,  com- 
pared to  $1.4  billion  a  year  ago. 

Nine-month  net  income  increased  29.7  per- 
cent, to  $74.1  million  or  $1.53  per  share,  com- 
pared to  $57. 1  million  or  $1 .20  per  share  a  year 
earlier. 

Backlog  at  March  31,  1988  was  $1.1  billion 
compared  to  $935  million  a  year  ago. 


For  more  information  write: 
Parker  Hannifin  Corporation,  Dept.  FB-9 
17325  Euclid  Ave., Cleveland,  Ohio  44112-1290 


fogies  for  motion  control 
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Readers  Say 


No  fooling 

Sir:  Your  happy  talk  is  intoxicating 
and  may  border  on  the  delirious,  if  not 
the  deleterious  (Fact  and  Comment  II, 
May  2).  With  the  probable  return  of 
most  of  the  liberals  in  Congress  in 
January  1989,  you  don't  say  how  Bush 
can  get  them  to  vote  a  line-item  veto 
rule.  Was  the  Times  just  pulling  Ju- 
nior's leg  on  April  Fools'  Day? 
—Joe  Scholze 
Rancho  Bernardo,  Calif. 


New  Issue  on 
Budget  Horizon: 
What  to  Do 
About  Surpluses 

WASHINGTON,   April    1    -  -   It 
^3V  hft-KarfLfco-Wolipy^  jn,_lh 

—  New  York  Times 

Sir:  I  thought  Forbes  had  lapsed  into 
the  land  of  the  tooth  fairy  until  I  no- 
ticed the  dateline  of  April  1.  Then  I 
realized  the  whole  thing  was  just  a  big 
April  Fools'  joke! 
— Ill  Keplinger 
Houston,  Tex 

Despite   the   date,    the   headline   teas 
straight  — MSF 

Don't  check  the  oil 

Sir:  You  state  that  foreigners  can't 
understand  why  wc  haven't  hiked  the 
gas  tax  already  ("Will  Congress  hike 
the  gas  tax?"  .\/>r  18).  Higher  gas 
prices  will  force  us  to  buy  more  of 
their  little  dinky  cars.  That's  gTeat  for 
the  mass  transportation  business  and 
bicycle  business,  neither  <>t  which  is 
efficient  or  even  available  in  our  large 
U.S.A.  geographic  setting. 
— Robert  I)  DusJmiii 
Romulus,  Mich 


Round  the  mountain 

Sir:  One  of  the  great  industry  restruc- 
turings in  American  business  history 
|  Stopped  in  their  tracks,"  May  30)  is 
being  stymied  by  archaic  law,  intran- 
sigent unions  and  a  reluctant  Con- 
gress. The  competitive  benefits  of 
1980  deregulation  cannot  be  fully  re- 
alized without  updating  the  Railway 


Labor  Act  of  1926. 

Motivated  employees  at  dozens  of 
established    regional     railroads    are 
demonstrating  the  service  improve- 
ments and  lower  unit  costs  made  pos- 
sible by  market-based  wage  rates  and 
flexible  work  rules.    Congress   take 
note!    Ask    the   principal    beneficia- 
ries— our  customers. 
— George  C  Betkejr. 
Chief  Executive  Officer, 
Farmrail 
Clinton,  Okla. 


Liquid  transportation 

Sir:  Your  statements  indicating  that 
much  of  the  recent  deficit  problem 
resulted  from   increased  federal  in- 
vestment in  long-lived  assets  such  as 
roads  and  bridges  is  inaccurate  (Fact. 
and  Comment  II,  May  2).  The  Federal 
Transportation  Trust  Fund  not  only  is 
completely  debt-free,  it  has  over  $9 
billion  in  the  checking  account. 
— -James  R.  Peterson 
Medford,  Wis. 


Fast  food 

Sir:  Re  "Domino's  speed  demons," 
(.\[w  IS)  Our  drivers  receive  an  hourly 
wage,  mileage  plus  tips.  Any  pie  out 
the  door  in  25  minutes  or  more  is 
automatically  marked  late,  thus  tak- 
ing pressure  off  the  driver  to  hurry. 
We  have  more  than  a  dozen  safe  driv- 
ing programs  at  regional  offices  and 
franchisees  around  the  country.  Do- 
mino's  delivers   millions    of   pizzas 
each  year.  The  majority  of  those  deliv- 
eries are  made  accident  free. 
— Thomas  s  Monaghan 
President. 
Domino's  Pizza 
Ann  Arbor,  Mich. 


Positive  vibration 

Sir:  Thanks  for  your  comments  (Fact 
and  Comment  II.  May  30).  We  educa- 
tors can  use  all  the  positive  press  we 
can  get. 

—/Jerome  Harris 
Brooklyn,  NY. 


Air  traffic  control 

Sir:  Re  your  comments  "Considering 
glasnost"  (Fact  and  Comment.  May  2). 
Mathias  Rust  got  what  he  deserved. 
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A  hundred  years  ago, 
people  struggled  to  hit  paydirt 


Today,  we  take  the  struggle  out 

Finding  financial  resources  can  often  be  a  struggle  for  an  expanding  business. 
Because  without  the  right  source,  success  can  be  fleeting. 

We're  U  S  WEST  Financial  Services,  a  diversified,  $2  billion  subsidiary  of  the 
telecommunications  giant.  We  help  corporations  throughout  the  world  achieve  their 
goals  by  providing  a  wide  range  of  asset-based  lending  programs.  We  also  tailor  these 
financial  programs  to  fit  the  particular  needs  of  each  client  through  six  strategically 
located  divisions  across  the  United  States. 

Give  us  a  call  at  our  Denver  headquarters,  (303)  773-2363.  Our  offices  are  also 
located  in  New  York,  Chicago,  Kansas  City,  Los  Angeles  and  San  Francisco.  We're 
ready  to  put  our  extensive  capital  resources  and  special  expertise  to  work  for  you. 

WSWESTfinancial  services 


©1988,  U  S  WEST  Financial  Services.  Inc. 
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1988  CADILLAC  BROUGHAM. 

Classic  distinction, 
Cadillac  style. 


Every  year  the  Cadillac 
Brougham  achieves  more 
distinction  simply  by  remain- 
ing true  to  its  classic  design. 
Brougham's  unmistakable 
styling  is  every  inch  a 
Cadillac,  inches  that  add 
up  to  America's  longest 
regular  production  car. 

Traditional  size-inside 
and  out. 

ie,  generous  accom- 
moaations  for  six  adults,  with 
•  'early  five  feet  of  shoulder 


room,  both  front  and  rear, 
invite  you  to  stretch  out  and 
get  comfortable.  Behind  you, 
19.5  cubic  feet  of  trunk  space 
accommodates  luggage, 
golf  clubs,  and  the  like,  with 
room  to  spare.  And  outside, 
an  unequalled  121.5"  wheel- 
base  delivers  maximum 
highway  cruising  comfort. 
Power  to  pass-power  to  pull. 
Brougham's  5.0  liter  V8  with 
four-barrel  carburetor  and 
new  electronic  spark  control 


provides  plenty  of  power  to 
pass  or  merge  when  you 
need  it.  And  when  properly 
equipped  with  the  available 
trailering  package,  you  can 
tow  up  to  5000  pounds, 
including  trailer,  passengers 
and  cargo. 

Added  distinction  and  new 
standards  for  standard 
equipment. 
At  your  option,  this  new 
Premier  roof  treatment  will 
enhance  your  Brougham's 


LETS  GET  IT  TOGETHER... BUCKLE  UP. 


Drmal  character,  and  will 
>rovide  greater  privacy  for 
our  rear-seat  passengers, 
vnd  as  you'd  expect,  Broughams, 
ke  the  D'Elegance  pictured 
ere,  provide  "extras"  that 
ion't  cost  extra.  Features  like 
It-and-telescope  steering 
•heel,  six-way  power  driver 
ind  passenger  seats,  cruise 
:ontrol,  twilight  sentinel, 
luminated  visor  vanity  mir- 
ors,  remote  luggage  lid 
elease,  and  namerous  other 


comfort  and  convenience 
features  are  all  standard. 


CADILLAC  BROUGHAM, 
KAMSZSUc  THE  ONLY  WAY  TO  TRAVEL 

IS  CADILLAC  STYLE. 


Your  investment  is  protected 
Py  the  Pest  warranty  in 
Brougham's  history.* 
Your  personal  invitation. 
This  most  traditional  Cadillac 
awaits  your  scrutiny  at  your 
Cadillac  dealer. 

"See  your  dealer  for  terms  and  condi- 
tions of  this  limited  powertrain 
warranty. 


©  1987  GM  CORP 
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tfoya/  Oafc  ultra-thin  movement  for  ladies  and  men:  in  18 K  gold  (diamonds  if  the  lady  prefers). 
I8K  gold  and  steel  or  all  steel.  Royal  Oak  Perpetual  Calendar,  mechanically  programmed  to  the  year  2100. 


The  Royal  Oak. 


As  no  other  watch,  it  symbolizes  the  ex- 
clusivity of  Audemars  Piguet;  an  exclusivity 
dating  back  to  1875. 

Historic  in  concept,  the  inspiration  for  the 
Royal  Oak  stems  from  King  Charles  II  who 
took  refuge  in  the  hollow  trunk  of  a  magni- 
ficent oak. 

Historic  in  acceptance,  the  Royal  Oak  is 
internationally  recognized  in  selective  com- 
pany by  only  those  familiar  with  its  distincti- 
ve bezel,  locked  in  by  eight  hexagonal  bolts. 

Typically  Swiss,  the  case  and  bracelet  are 
brushed  and  buffed  to  a  majestic  satin  finish; 


the  movement  is  painstakingly  adjusted,  ob- 
served and  readjusted,  then  patiently  regu- 
lated in  five  different  positions. 

No  private  kingdom  should  be  without 
The  Royal  Oak;  created  by  the  master  watch- 
makers at  Audemars  Piguet  for  both  noble 
men  and  noble  ladies. 


Memars  Piguet 


The  most  exclusive  watch. 


most  exclusive  jewelers.  For  catalog  send  $5  to  Audemars  Piguet.  350  Fifth  Avenue  NYC  10118 


an  you  imagine  a  foreign  vessel  ly- 
ig  offshore  and  its  helicopter  landing 
ithout  being  intercepted  on  the 
lute  House  lawn?  Is  it  conceivable 
lat  the  pilot  would  not  be  sentenced 
>  a  lengthy  term  in  prison? 
•Henry  Griesman 
ew  York,  NY. 


(old  the  mustard 

ir:  The  term  "tube  steak"  isn't  as 
ew  a  euphemism  as  William  Safire 
pparently  thinks  it  is,  although  it  is 
robably  about  30  years  since  I  heard 
(Fact  and  Comment,  May  16).  The 
ouble  is  that  my  vague  recollection 
oesn't  connect  it  with  hot  dogs,  but 
rith  something  we  joked  about  in  the 
igh  school  locker  room. 
-Al  Geiersbach 
Ultra ukee,  Wis. 


;ant  buy  me  love 

le  your  annual  survey  of  the  most 
•owerful  people  in  corporate  America 
May  30).  A  vast  number  of  Americans 
iew  your  "most  powerful  800"  as 
obred,  nepotistic,  northeastern,  blue- 
ilooded  creeps. 
-Timothy  W.  Wompson 
USegundo,  Calif. 


Proper  nouns 

Jir:  When  you  refer  to  someone  worth 
nore  than  $100  million,  you  should 
lot  call  that  person  a  centimillionaire 
"Chicago's  unabashed  centimillion- 
lire"  (May  30).  Even  though  "centi-" 
;an  mean  "one  hundred,"  the  more 
;ommon  current  meaning  is  "one 
me-hundredth,"  as  in  centimeter 
1/100  meter).  I  would  suggest  hecto- 
nilhonaire  or  decibillionaire. 
—James  M.  Kresse 
Varlton,  N.J. 


Private  lessons 

Sir:  Re  your  article  "Fear  of  flying  as  a 
bargaining  chip"  (May  16).  I  find  it 
ironic  that  180  congressmen  who 
don't  have  the  ability,  let  alone  the 
intestinal  fortitude,  to  balance  the  na- 
tion's checkbook  have  the  gall  to  call 
'for  a  review  of  Texas  Air's  financial 
fitness  to  operate  an  airline.  ..." 
Texas  Air  is  a  private  enterprise  and 
the  marketplace  will  determine  its 
continued  existence. 
—James  S.  Francis 
Chicago,  111. 
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He's  waiting  for  Flight  47. 

He  doesn't  know  a  soul  on  board. 

Roger  Ward  is  there  to  meet 

the  engines,  a  pair  of 

PW4000s. 

They're  the  most  advanced 

commercial  jets  in  the 

world,  so  well  engineered 

they  have  half  the  usual 

number  of  parts. 

So  far  they're  performing 

with  flying  colors,  but 

they're  still  brand-new 

on  the  job. 

So,  just  to  make  sure  his 

newest  engines  do  him  proud, 

Roger  and  his  service  team 

meet  every  single  flight 

they  take. 

Roger  Ward  is  one  of  the 

most  dedicated  people  who 

work  for  Pan  Am. 

And  we're  proud  to  say 

his  paycheck  comes  from 

Pratt  &  Whitney. 

The  companies  of 
United  Technologies, 
from  Pratt  &  Whitney 
to  Otis  to  UT  Automotive, 
are  working  together  to 
uphold  the  one  thing 
technology  can  never 
replace.  Service. 


UNITED 
TECHNOLOGIES 


cliSouthis 

growing  by  design. 


BellSouth's  telephone  operating 
companies,  Southern  Bell  and 
South  Central  Bell,  continue  to 
offer  new  products  and  services 
to  an  expanding  customer  base 
of  over  14  million 

At  the  same  time,  BellSouth 
is  committed  to  developing  new 
businesses  that  are  a  natural 
outgrowth  of  BellSouth's  tele- 
communications expertise. 

On  January  1, 1986,  BellSouth 
Enterprises  was  formed.  Its 
purpose:  To  direct  all  BellSouth 
subsidiaries  in  businesses 
other  than  regulated  telephone 
services 

Today  BellSouth  Enterprises 
consists  of  three  groups  com- 
prising a  rapidly  growing  num- 
ber of  companies  and  joint 
ventures  throughout  the  US 
iraund  the  world. 


A  Leader  In  Directory 
Advertising  And  Publishing 

The  companies  of  the 
BellSouth  Advertising  and 
Publishing  Group  include  the 
leading  publisher  of  traditional 
and  specialized  directories.  In 
addition,  these  vertically  inte- 
grated companies  offer  exper- 
tise in  advertising  sales,  compu  - 
ter-based  pre-press  production 
and  photocomposition,  graph- 
ics, printing  and  binding. 

Helping  Companies 
To  Manage  Information 

The  BellSouth  Communica- 
tions Systems  Group  markets 
products  and  services  that 
keep  BellSouth  in  the  forefront  of 
the  telecommunications  indus- 
try Throughout  the  U.S.  and 
Europe,  the  Group  offers  a 


(  lent  Pulton,  BellSouth  Enterprises  Vice 
President  —  Planning  and  Development, 
outlines  some  areas  in  which  BellSouth  is 
developing  new  businesses  that  are  a 
natural  outgrowth  of  the  compun  v  \ 
telecommunications  expertise. 


range  of  products  from  office 
automation  equipment  to  com- 
puter leasing  and  maintenance. 

Focus  On  The 
Booming  Cellular  Market 

The  companies  of  the  BellSouth 
Mobile  Systems/International 
Group  focus  primarily  on  the 
rapidly  growing  mobile  telephone 
market.  Already  in  many  major 
American  cities,  they  are  quickly 
penetrating  markets  in  England, 
Western  Europe  and  Australia. 

In  the  years  to  come,  BellSouth 
Enterprises  will  continue  to  play 
an  important  role  in  BellSouth's 
commitment  to  maintain  high 
service  standards,  emphasize 
telecommunications,  and  pur- 
sue orderly  corporate  growth. 

With  such  a  strategy,  its  no  won-  /~*/-\i  iti 

derthefuturelookssoexcitmg.       BeLL^QsLJ  I  tl 


SOUTH  CENTRAL  BELL  •  SOUTHERN  BELL 
BELLSOUTH  SERVICES 

BELLSOUTH  ENTERPRISES 
COMMUNICATIONS  SYSTEMS  GROUP 

BellSouth  Advanced  Systems " 

BellSouth  Government  Systems  •  BellSouth 

Systems  Technology  •  Oataserv.  Inc 

•  Universal  Communications  Systems 
MOBILE  SYSTEMS/INTERNATIONAL  GROUP 

. uth  Mobility  •  BellSouth  International 

•  American  Cellular  Communications 

•  Link  Telecommunications 

ADVERTISING  AND  PUBLISHING  GROUP 

BellSoulh  Advertisings  Publishing  Corporation* 

L  M  Berry  and  Company  BellSouth  Information 

Systems  •  Stevens  Graphics  •  TechSouth.  Inc 

OTHER  COMPANIES 

BellSouth  Advanced  Networks 
•  BellSouth  Educational  Services 


Shaping  the  future  of  tdecommunications. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SUMMIT'S  SIGNIFICANCE:  DEEP  MELTDOWN  OF  COLD  WAR 


The  most  major  result  of  the  Moscow  Summit  is  the 
degree,  the  depth  of  thaw  in  U.S.-U.S.S.R.  cold-war  con- 
frontations on  many  fronts.  The  formality  of  signings  put 
ribbons  and  seals  on  what  had  been  the  milestone  accom- 
plishment of  the  previous  Washington  meeting. 

Euphoria  was  not  a  factor.  Gorbachev  was  critical  of  the 
pace  in  negotiations  for  what  may  be  the  next  and  far  more 
consequential  round  of  reductions  in  long-range  atomic 
missiles.  Reagan  was  critical  of  the  crawling  pace  of  the 
Kremlin's  compliance  with  the  Helsinki  Accords. 


Reagan  was  boffo  with  the  Russian  people,  both  face-to- 
face  and  on  television.  His  warmth  and  good  intentions 
that  influence  so  many  here  had  the  same  effect  there. 

Gorbachev's  hand  was  strengthened  as  he  faces  the 
unfathomable  difficulties  of  trying  to  shift  Communism's 
ideological  gears  into  low  while  gingerly  stepping  on  the 
economic  gas  pedal  of  capitalism. 

The  Summit  net?  An  atmospheric  improvement  that  is 
apt  to  be  of  far  more  lasting  impact  than  the  symbolic 
significance  of  the  signings. 


WHY  GORBACHEV  IS  SUMMITING  AND  UPENDING  COMMUNIST 


dogma,  of  course,  is  because,  as  an  economic  system — 
which  is  the  heart  of  Marxism — it  doesn't  work.  Even  after 
seven  decades  of  total  dedication  and  administered  from 
on  high  by  total  believers,  it  just  doesn't  work. 
While  Mr.  Gorbachev  and  company  may  not  find  it 


amusing,  the  "economists"  of  Iron  Curtain  countries 
find  it  easy  to  make  their  annual  forecasts  for  their 
economies: 

"This  year  will  be  average — not  as  good  as  last  year,  but 
better  than  next." 


IF  DUKAKIS  WOULD  REVEAL  HOW  HE'D  HANDLE  NORIEGA 

including  specifics,  it  would  be  most  revealing.  If  he  doesn't,  it'll  be  revealing,  too. 

KNOCKING  THE  JOB  OF  VEEP  IS  KNUCKLEHEADED 


What  enabled  George  Bush  to  get  an  armlock  on  the 
GOP  presidential  nomination?  Being  Vice  President. 

What  enabled  Walter  Mondale  to  get  the  Democratic 
presidential  nomination  in  1980?  Being  Vice  President. 

What  enabled  Gerry  Ford  to  become  President  when 
Richard  Nixon  resigned?  Being  Vice  President. 

What  enabled  Richard  Nixon  to  become  the  Republican 
candidate  for  President  his  first  time  around?  Being  Vice 
President. 

What  enabled  Johnson  to  become  President  after  John  F. 
Kennedy's  assassination?  Being  Vice  President. 

Being  Vice  President  has  led  to  the  nomination  for 


President  or  to  the  Presidency  itself  for  seven  out  of  the 
last  ten  Veeps.  In  fact,  going  back  to  the  beginning  we  find 
that  20  Vice  Presidents  have  either  been  candidates  for  the 
Presidency  or  have  subsequently  served  as  President. 

All  the  all-knowing  pundits  are  opining  that  various 
prominent  ones  now  being  mentioned  as  Vice  Presidential 
possibilities  wouldn't  dream  of  accepting. 

There's  no  one  yet  mentioned  who  wouldn't  accept — 
except  if  he's  convinced  the  head  of  his  party's  ticket 
doesn't  have  a  chartce. 

The  Vice  Presidency  is  as  close  as  any  post  can  be  to 
being  a  garden  path  to  the  White  House. 
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RE  THE  SUMMIT:  BETWEEN  THE  LADIES,  IT  WAS  FROSTIER  THAN  EVER 

This  time  Nancy  decided  she  wouldn't  let  good  manners     viewers  probably  got  a  kick   out  of  seeing  this  very 
permit  Raisa  to  ride  roughshod  over  her  visit.  Their  barbed     human  dimension  displayed  at   the  highest  levels.  It 


janges  during  the  visit  to  the  art 
gallery  were  actually  fun  to  behold.  For 
sure,  even  the  omnipresent  PR  types 
couldn't  later  maintain  the  fiction  that 
these  two  ladies  were  in  any  degree 
enamored  of  each  other.  Our  First  Lady 
spunkily  responded  to  reporters'  ques- 
tions, while  an  irked  Mrs.  Gorbachev — 
having  completed  her  own  dissertation 
to  the  assembled  press — attempted  to 
move  her  guest  on. 
Actually,    I    think    the    globe's   TV 


During  State  visit  in  Washington 


reminds  those  who  think  that  those  in 
the  Highest  Places  are  somehow  dif- 
ferent from  the  rest  of  us  that  they 
most  certainly  are  not. 

I  can't  resist  including  this  shot  of  j 
my  own  wee  visit  with  Russia's  First 
Lady.  Secretary  of  State  Shultz's  won- 
derful wife,  Obie,  had  just  presented  me 
to  Raisa  as  the  publisher  of  America's 
foremost  Capitalist  Tool.  Her  quizzical 
look  displayed  a  bit  more  good  nature 
than  she  extended  to  Nancy  Reagan. 


CALIFORNIA'S  FOREMOST  IN  TRTING  TO  MEET 


a  vital  need — decent  day-care  for  kids  whose  parents  can- 
not. Working  with  32  companies  whose  employees  have 
children  that  need  tending  while  they  work,  the  state  is 
cofunding  a  test  project  to  get  and  train  entrepreneurial- 
minded  people  on  how  to  make  a  successful  business  of 
quality  child-care  centers. 
The  need  in  companies  with  numerous  employees  is 

BOSTON  BEER  CO.  CEO 

It's  most  unlikely  that  those  who  think  they  are  above 
selling  are  capable  of  being  above  anybody  else  in  their 
business.  Bosses  are  not  apt  to  become  such  if  they  are 
oblivious  to  the  fact  that  without  selling,  without  sales, 
there  is  no  business. 

In  a  delightfully  telling  piece  in  INC.,  James  Koch, 
creator  of  Boston's  Samuel  Adams  Beer,  writes,  "Years 
ago,  when  the  Boston  Beer  Co.  was  just  getting  up  and 
running,  I  received  a  phone  call  from  my  uncle,  a  partner  at 
Goldman,  Sachs  and  one  of  my  initial  financial  backers. 
He  asked  me  how  things  were  going.  Fine,  I  replied;  the 
first  batch  of  Samuel  Adams  beer  was  in  the  aging  tanks 
and  would  be  ready  for  delivery  in  about  five  weeks. 

"  'So,'  my  uncle  continued,  'what  did  you  do  today?' 

"I  told  him  I'd  spent  the  day  shopping  for  a  computer 
system.  When  he  asked  me  why,  I  explained  that  I  figured  I'd 
need  a  computer  to  keep  track  of  sales,  payables,  and  the  like. 

'  'Oh  yeah,'  he  said,  'sales.  By  the  way,  have  you  got 
any?'  I  admitted  that  I  did  not. 

'  'So  what  the  hell  are  you  doing  buying  a  computer*.'  he 
demanded.  'You  know,  Jim,  I've  seen  a  lot  more  businesses 
go  broke  because  they  didn't  have  enough  sales  than  I've 
seen  go  under  from  lack  of  computers.  Why  don't  you 
work  on  first  things  first?' 

"Nowhere  was  this  attitude  more  obvious  than  at  Har- 
School.  There  must  have  been  a  dozen 
aarketing,  and  not  a  single  one  on  selling. 


great.  But  the  potential  liabilities  provide  obstacles  most 
regard  as  potentially  too  formidable. 

American  Express  has  taken  an  intelligent  and  far-reach- 
ing lead  in  financing  efforts  to  meet  the  problem.  If  other  \ 
states  follow  California's  example,  other  companies  will, 
use  the  blueprint  so  they  can  keep  on  the  job  those  many 
employees  who  are  over  this  particular  barrel. 

LAYS  IT  ON  THE  LINE 

"If  you  go  to  a  cocktail  party  and  you're  asked  what  you 
do  for  a  living,  and  you  reply,  'I'm  a  salesman,'  people  look 
at  you  like  you've  got  crumbs  on  your  shirt.  Tell  them 
you're  a  marketing  director,  however,  and  they  say,  'How 
interesting!' 

"Marketing  is  all  about  creating,  in  the  consumer's! 
mind,  a  value  that  does  not  exist:  a  way  of  differentiating  a 
basically  undifferentiated  product  and  charging  the  con-| 
sumer  more  money  for  it.  Selling  is  fundamental." 

I  have  not  forgotten  an  experience  I  had  a  few  years  ago,  | 
with  the  now  deceased  head  of  one  of  our  prestigious  big 
banks.  To  my  query  concerning  their  advertising  running 
in  our  competitors,  but  not  Forbes,  he  replied,  "Malcolm, 
as  chief  executive  here  I  don't  involve  myself  in  the  bank's 
selling  efforts."  Incredible,  eh? 

The  gentleman  apparently  didn't  really  understand  why 
he  was  on  the  boards  of  several  major  companies  whose 
banking  business  was  consequential  to  both.  Did  he  really 
think  that,  when  he  wined,  dined  and  golfed  other  CEOs,  it 
was  solely/wholly  because  of  overwhelming  mutual 
charm?  Doing  things  that  are  important  to  your  business  is , 
one  thing,  but  not  to  know  why  you  are  doing  those  things 
that  are  important  to  your  business  is  something  else 
entirely. 

The  guy  didn't  last  long. 

The  day  anyone  in  any  business  thinks  he's  too  impor- 
tant to  sell,  he  ceases  to  be  important  to  his  business. 
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"AMERICA'S  CUP"  RUNNETH  OVER 

The  biggest  thing  in  sailboat  racing  for  umpteen  decades  1887  deed  of  gift,  they've  built  a  challenger  twice  the 
has  been  the  America's  Cup.  The  pomp  and  circumstance  length  of  those  used  for  the  last  three  decades,  manned  by 
surrounding  its  three-to-four-year  competitions  grew  ever  a  crew  of  40  and  capable  of  twice  the  speed, 
more  pompous  until  the  Aussies  . ^k— w c'"v  &m»  The  ambushed  San  Diego  de- 
raced  off  with  it,  and  then  a  ^^^^^^^  l\  *  \  J^^-*  fenders  are  responding  with 
yacht  club  on  the  wrong  coast  %  ^*  ■  ^  BakJ  equally  ruthless  unruhness  with 
raced  back  with  it.                                                                     «y     ~-0i&^  a  skittering  catamaran  half  the 

Now   New   Zealanders   in   a  >      ^      \     !     B^^*^      \^M  challenger's  size  crewed  by  five. 

damn-the-traditions      challenge  ji^W*  £l>  Everybody  into  the  Cup  busi- 

of    extraordinary    size    have    a  ;,  •  ness  is  foaming, 

court-ordered  cup  race  coming  ^^H^^^/^^^^*^'  For  the  rest  of  us,  it  promises 

up  in  record  short  time.  Through  JI^B'-*'""  to  be   the   most  fun   since   the 

a  literal   interpretation   of   the  Twice  the  length,  twice  the  speed,  a  cretv  of  40  whole  thing  started  in  1851. 


SPEAKING  OF  CONFRONTATIONS,  RAMBO  AND  CROCODILE  DUNDEE 

had  their  allout  box-office  shoot-out  at  thousands  of  theaters. 
And  the  audience  lost. 


EARNING  A  LIVING 

is  an  unfortunate  phrase.  Earning  and  living  is  better. 
The  one  should  never  be  vis-a-vis  the  other. 


BOWDLERIZING  ROBBT  BURNS 

Never  try  to  appear  to  be  what  you  want  to  be. 
Either  be  what  you  want  to  be  or  be  what  you  are. 


BOOKS 


Dominick 
Dunne 


ftflptlMJs 


•  People  Like  Us— by  Dominick 
Dunne  (Crown  Publishers,  $19.95). 
Everybody's  had  a  fascinating  time 
speculating  as  to  who's  who  in  this 
all-mighty  Social  cast.  The  fact  is 
each  one's  a  composite  of  knowns 
combined  with  the  totally  fictitious. 
Take  the  case  of  the  renowned  author 
himself,  Dominick  Dunne.  He  underwent  the  excruciat- 
ing pain  of  his  daughter's  murder.  A  similar  situation  is 
the  major  element  in  this  work.  But  just  as  Mr.  Dunne 
himself  did  not  seek  justice  by  firing  bullets  at  the  murder- 
er, as  happened  in  the  book,  so,  too,  none  of  the  leading 
characters  in  People  Like  Us  are  "real"  in  this  absorbing 
bestseller  novel. 

Excerpts:  "What  is  it  you  wanted  to  see  me  about?" 

"There  is  someone  I  would  like  to  have  followed.  A 
stiangler,"  replied  Gus. 

"A  strangler!"  repeated  Feliciano,  surprised.  "What  I 
meant  was,  what  is  this  man's  profession." 

"Oh,"  said  Gus,  shaking  his  head.  "A  guitarist  some- 
times. Or  a  singer.  Then  again  a  sculptor. " 

"A  nothing,  you  mean,"  said  Feliciano. 

"No,  that's  not  what  I  mean.  A  charmer  would  be  a 
better  word  to  describe  him.  The  ladies  always  like 
him.  .  .  .  I  want  his  hands  put  in  a  giant  vise  and 
crushed,"  said  Gus,  calmly,  without  turning  to  face  An- 
thony Feliciano.  Feliciano  remained  silent  for  a  moment, 
staring  at  Gus.  Then  he  chuckled.  "He  won't  be  able  to 
strum  a  guitar  anymore, "  he  said. 

"He  won't  be  able  to  strangle  anyone  either,"  said 


Gus.  .  .  .  Every  time  Gus  drove  out  Wilshire  Boulevard 
past  the  cemetery  where  Beckie  was  buried,  he  beeped 
twice  on  his  car  horn  in  greeting  to  her,  wherever  she  was. 


Behind  the  Scenes — by  Michael  K. 
Deaver  with  Mickey  Herskowitz 
(William  Morrow  &  Co.,  $17.95).  The 
author's  political  antennae  were 
mighty  valuable  assets  to  the  Rea- 
gans,  and  he  was  devoted  to  them. 
Sadly,  and  I  think  unintentionally, 
this  book — written  to  help  cope  with 


-too 


the  devastating  expenses  of  his  tribulations  and  trials- 
often  reflects  neither  sensitivity  nor  friendship. 
Excerpts:  The  memories  of  March  30,  1981,  are  still  the 
hardest  of  my  life  to  think  or  talk  about  and,  I  suspect, 
always  will  be.  Five  of  us  walked  out  of  the  Washington 
Hilton  Hotel  together,  and  four  were  shot.  I  was  the  only 
one  not  wounded.  Men  who  return  unscathed  from  com- 
bat, I  am  told,  often  carry  with  them  feelings  of  guilt  for 
having  been  spared  while  friends  and  comrades  fell.  This 
experience  was  mine  as  well.  .  .  .  George  Bush  was  superb 
at  taking  over  many  of  the  President's  obligations,  while 
avoiding  the  appearance  of  a  man  trying  on  a  job  for  size. 
This  was  not,  1  believe,  a  political  instinct  but  simply  Bush 
at  his  considerate  best.  .  .  .  [Reagan  'sj  problem  with  the 
press  was  his  inability  to  deceive.  What  you  see  is  what  you 
get.  Someone  would  come  in  and  say,  "Remember,  Mr. 
President,  this  luncheon  is  on  the  record."  The  warning 
was  an  absolute  waste  of  time.  It  made  no  difference.  He 
was  going  to  say  the  same  thing  whether  the  lunch  was  on 
or  off  the  record.  .  .  .  With  his  upbeat  and  placid  nature, 
Reagan  did  not  get  ulcers.  But  he  was  a  carrier. 
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~CR  INDUSTRIES 
INCOME  STATEMENT 
December  31,  1987 


SALES 
COST  OF  a 

Gr^oS  Mar 
OPERATING  EXPENS 

Salaries 

Health  Care  Benefits 

Insurance 

Depreciation 
^hipping 

^J^rofessional   Services 
^P  ^Rent 


s   &  Marketing 
Travel   &   Entertainment 
Advertising 
Other 
Other  Admin iatrative 


P2RA1 


TOTAL 
INCOME  FROM  OPERATIONS 
INTEREST  INCOME 
INTEREST  EXPENSES 
HMCOME  TAXES 


*  4,400,00o 
750,000 
450,000 
500,000 
750,000 
300,000 
1,500,000 
400,000 


400,00 

2,900,000 

300,000 

9? 

7,000,000 
80,000 
(150,000) 
'2,800,000) 
-  4,130,000 


Most  ceo's  are 

suffering  from  a  serious 

health  problem. 


There's  an  epidemic  sweep- 
ing the  country  that  is  causing 
considerable  pain  for  upper 
management. 

It's  called  Rising  Employee 
Health  Benefits  Costs. 

This  year  alone,  many  com- 
mercial health  insurers  are  slated 
to  hike  their  premiums.  This, 
after  the  many  record  increases 
of  last  year. 

At  NWNL  Group,  we're 
doing  everything  we  can  to  help 
remedy  the  situation  by  working 
closely  with  our  clients. 

\bu  see,  we  look  at  your  com- 
pany's insurance  needs  differ- 
ently so  we  find  solutions  others 
may  not  have  seen  before. 

Our  Health  Information 
Consulting  Services  (HICS)  is  a 
prime  example.  We  combine  our 


extensive  national  healthcare 
database  with  detailed  analysis 
of  your  employees'  treatment  pat- 
terns and  provider  usage. 

With  this  information  we're 
able  to  provide  you  with  a 
sophisticated  management  tool 
that  targets  cost  control  efforts 
for  the  greatest  impact. 

If  you're  feeling  the  effects  of 
rising  employee  benefits  costs, 
remember  that  NWNL  Group 
can  do  a  lot  to  make  you  feel 
better. 

For  our  special  booklet  "10 
Ways  To  Cut  Benefits  Costs,"  call 
or  write  Ginny  Patrick,  NWNL 
Group,  Box  20,  Minneapolis, 
MN  55440,  (612)  372-5784. 


kit 


NWNLGROUP 

We  look  at  things  differently 


A  division  of  Northwestern  National  Life  Insurance  Company,  Minneapolis,  MN  (not  admitted  in  the  State  of  New  York). 
The  North  Atlantic  Life  Insurance  Company  of  America,  Jericho,  NY  (a  member  of  the  NWNL  Companies). 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Noriega  to  Cindy 

"I  can  sit  three  hours  in  a  circle  with 
friends  telling  jokes.  Jokes  are  my  hob- 
by, my  great  enjoyment.  I  love  that. 
Clean  ones.  Or  sly,  partly  clean  ones. 
Sort  of  pink-colored  ones."  This  Cen- 
tral American  dictator  who  walks 
loudly  and  carries  a  big  stick  laughed 
gleefully.  "I  will  tell  you  one.  This 
fellow  arrived  and  .  .  .  ."  And  would 
this  "pink"  joke  make  a  family  news- 
paper? "Forget  it,"  said  the  general.  .  .  . 

"I  study  my  daily  horoscope  in  the 
paper.  And  1  read  the  Bible.  I  align  with 
King  Solomon."  In  other  words,  was 
this  guy  telling  me  he  considers  his 
latest  decisions  Solomon-like?  The 
translators  buried  me  in  Spanish  but 
what  emerged  was  his  pleasure  at  "be- 
ing a  pain  in  the  rear"  of  Uncle  Sam. 
— Cindy  Adams,  New  York  Post 

Anchors  Away 

Wherever  you  turned  [on  TV  news|, 
banalities  were  being  offered  with  fur- 
rowed brow,  as  though  all  the  news- 
writers  had  gone  on  strike  and  the 
anchors  were  left  to  their  own  re- 
sources. .  .  .  The  fashionably  got  up 
First  Ladies  were  pressed  on  whether 
it  was  true  that  they  detest  each  oth- 
er. No,  they  agreed  tersely,  it  was  not 
true.  The  First  Ladies  showed  differ- 
ent political  styles.  Mrs.  Reagan 
cupped  her  ear  as  her  husband  often 
does    before    sluffing    off    undesired 


questions;  Mrs.  Gorbachev,  wearing  a 
smile  that  could  put  the  freeze  back  in 
the  cold  war,  turned  abruptly  away 
from  the  cameras. 
— Walter  Goodman,  New  York  Times 

No  Trump 

Experience  taught  me  a  few  things. 
One  is  to  listen  to  your  gut,  no  matter 
how  good  something  sounds  on  paper. 
The  second  is  that  you're  generally 
better  off  sticking  with  what  you 
know.  And  the  third  is  that  some- 
times your  best  investments  are  the 
ones  you  don't  make. 

— Donald  Trump,  in  Trump: 
The  Art  of  the  Deal 

Crocodile  Tears 

"I  don't  like  inviting  tourists  down 
there  when  there's  nowhere  for  them 
to  stay.  The  hotels  are  full.  And  you 
can't  get  on  a  plane  half  the  time." 
— Paul  ("Crocodile  Dundee")  Hogan, 
on  why  he's  stopped  doing  ads  for 
Australian  tourism,  in  Newsweek 

S.D.I,  vs.  Star 

Even  the  Joint  Chiefs  of  Staff  have 
said  that  they  don't  expect  S.D.I,  to  be 
able  to  intercept  more  than  30%  of 
incoming  Soviet  missiles.  And  a  two- 
year  study  completed  last  summer  by 
the  Office  of  Technology  Assessment, 


a  nonpartisan  congressional  research 
agency,  concludes  that  "there  would 
be  a  significant  probability  that  the 
first  (and  presumably  only)  time  the 
ballistic  missile  defense  system  [was 
used  in  a  real  war,  it  would  suffer  a 
catastrophic  failure." 

—The  New  Yorkei 


If  thou  wouldst  keep 
money,  save  money; 
If  thou  wouldst  reap 
money,  sow  money. 

— Thomas  Fuller,  in  The  Work 
According  to  Warbacks,  by  Brace  Smiti 


Everything's  for  Sale 

At  the  last  moment,  the  auctioi 
was  canceled.  Financier  Reza  Bulben 
kian  [had]  made  an  offer  for  the  entin 
contents  of  the  vast  apartment.  The 
auction  house  felt  that  the  enormous 
offer  made  by  the  financier  could  ver) 
well  be  in  excess  of  the  profits  from  i 
auction.  "How  did  you  manage  to  hal 
the  auction?"  a  reporter  asked  Rez; 
Bulbenkian. 

"You  can  buy  anything  you  pay  toe 
much  for,"  said  Reza,  nodding  his 
head,  like  a  wise  sage  of  finance. 

— People  Like  Us 
by  Dominick  Dunne 

Cycle  Starter 

I  happened  on  the  idea  of  fitting  ar 
engine  to  a  bicycle  simply  because 
did  not  want  to  ride  crowded  trains 
and  buses. 
— Soichiro  Honda,  Supreme  Honorary 
Advisor,  Honda,  in  Motorcyclist 
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Why  Not? 

I  walked  in  on  the  President  one 
morning,  shortly  after  the  Reagans 
had  entered  the  service  of  a  new  pup 
py  named  Lucky.  Frankly,  the  doj 
drove  me  nuts.  Keep  in  mind  that 
would  have  been  at  the  White  House 
since  six  in  the  morning,  with  a  ful 
agenda  to  discuss.  And  the  President 
would  be  in  the  Oval  Office,  with  hi! 
dog,  trying  to  teach  him  obedience. 

I  would  cough  and  suggest  that  we 
really  needed  to  get  going.  He'd  prett) 
much  ignore  me.  "Here,  Lucky."  In 
frustration,  on  that  particular  morn 
ing,  I  said,  "Mr.  President,  you  need  t< 
get  that  dog  out  of  here.  He's  going  tc 
end  up  pissing  on  your  desk." 

Ronald  Reagan  looked  up  and  said 
"Why  not?  Everyone  else  does." 

— Behind  the  Scenes, 
by  Michael  K.  Deavei 
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The  human  body 
wasn't  designed  to  sit 
for  eight  hours. 
We  designed  our  seat 
to  compensate. 

You  won't  just  be  comfortable  in  a  Lufthansa 
seat  during  the  first  hour  of  flight,  you'll  be  com- 
fortable during  the  fifth  and  even  the  eighth. 

Our  new  Business  Class  seat  is  econom- 
ically designed  by  Recaro  (the  people  who 
design  seats  for  high-performance  automobiles). 

It  supports  your  shoulders,  your  lower  back 
and  keeps  your  legs  at  a  perfect  angle. 

All  to  assure  you  that  a  smooth  flight  on  a 
Lufthansa  plane  will  also  be  an  extremely 
comfortable  one. 

People  expect  the  world  of  us. 

0  Lufthansa 

German  Airlines 


Lufthansa  is  a  participant  in  the  mileage  programs  ol  United. 
Delta  and  USAir.  See  your  Travel  Agent  tor  details. 


V*busin»s. 


USA 

Q 

Official  Sponsor  of  fhe 
1988  US  Olympic  Team 


To  you,  it's  The  Johns  Hopkins  Hospital. 
To  us,  ifs  making  20,000  people 
more  comfortable  and  efficient. 


On  a  typical  day,  nearly  20,000  people  pass  through 
the  doors  of  The  Johns  Hopkins  Hospital,  an  institu- 
tion world-famous  for  the  quality  of  its  care.  And  the 
hospital  helps  to  maintain  that  quality  by  providing  an 
environment  that's  more  comfortable  for  the  patients, 
more  efficient  for  the  staff.  The  temperatures,  air  quality, 
and  lighting  in  all  hospital  areas— from  operating 
rooms  to  intensive  care  units  to  patient  rooms- 
are  monitored  by  a  facilities  management  system 
designed  and  installed  by  Johnson  Controls.  Besides 
providing  an  optimum  environment  for  patients  and 
staff,  this  system  has  been  a  key  factor  in  decreas- 
ing the  hospital's  energy  use  by  40%. 

Designing  and  installing  automated  systems  for 


'  lohnson  (  ontrols,  Inc. 
I988  |(  KH16A 
16  U.S.C.    5H0 


buildings  is  our  business.  Maintaining  and  servicing 
building  systems  through  our  Alliance™  programs  is  our 
business,  too.  Over  100,000  building  owners  have 
chosen  Johnson  Controls  for  facilities  management, 
from  large  installations  like  The  Johns  Hopkins  Hospital 
to  small  local  office  buildings. 

Why  not  talk  to  us  about  creating  a  more 
comfortable  and  efficient  environment  in 
your  facility?  Call  us  now  at  1-800-972-8040 
(In  Wisconsin  1-800^*72-6533) 


tor  bulln* j  . 


JQHNSON 
CONTROLS 

Creating  a  better  climate 
for  business. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


REAL  ISSUE 


The  debate  on  how  to  prevent  another  October-like 
crash  has  focused  on  circuit  breakers,  program  trading, 
index  arbitrage,  etc.  In  reality,  these  issues  are  part  of  a 
more  fundamental  one.  Technology  is  transforming  the 
financial  markets.  How  should  Washington  respond  to 
these  forces?  Should  it  discourage  or  encourage  the  tech- 
nological progress  now  taking  place? 

Investors  have  an  enormous  stake  in  all 
of  this.  The  outcome  will  determine 
whether  the  U.S.  maintains  the  most  liq- 
uid, efficient  capital  marts  in  the  world. 

Technology  and  the  new  financial  instru- 
ments flowing  from  it  are  enabling  Wall 
Street  to  handle  quickly  and  more  cheaply 
flows  of  tens  of  billions  of  dollars  daily.  But 
many  observers  look  upon  index  arbitraging 
and  the  like  as  pure  speculative  excess  rather  than  tools  that 
add  an  unprecedented  depth  and  flexibility  to  the  markets. 

We're  already  enjoying  significant  benefits.  Dealers  could 
not  have  underwritten  the  securities  to  finance  the  trillion- 
dollar  increase  in  our  national  debt  so  smoothly  if  it  had  not 
been  for  the  globalization  of  the  financial  markets  made 
possible  by  computers  and  improved  telecommunication, 
or  if  they  could  not  have  hedged  their  huge  risks  through  the 
use  of  futures.  Ditto  for  marketing  and  trading  of  hundreds 
of  billions  of  dollars'  worth  of  other  bonds  and  equities. 

Misreading  the  Crash 

•Doesn't  the  October  crash  provide  prima  facie  evidence 
that  the  system  today  is  fundamentally  flawed? 

We've  had  bone-chilling  falls  well  before  we  had  program 
trading.  Look  at  1907,  1914,  1929,  1962  and  1973-74. 

Don't  we  need  so-called  circuit  breakers,  so  markets 
would  be  automatically  shut  down  if  stocks  fall  a  certain 
amount?  That  would  exacerbate  fears  rather  than  still 
them.  When  thresholds  are  neared,  investors  would  likely 
hasten  their  selling  to  get  orders  executed  before  the 
exchanges  shut  down.  On  Oct.  16  the  Dow  Jones  plum- 
meted a  frightening  100  points.  That  was  followed  by  the 
most  effective  circuit  breaker  around — the  weekend.  On 
Monday  the  Dow  lost  500  points. 


5  Wall  St  Firms 
Move  to  Restrict 
Program  Trades 

By  ANISE  C.  WALLACE 

In  a  move  intended  to  restore  in 
vestor  confidence  in  the  stock  market, 
five  large  Wall  Street  firms  announced 
yesterday  that  they  had  suspended 
computerized    program    trading 

ieir  own  accounts 


Does  program  trading  increase  the  volatility  of  stocks? 
A  number  of  studies  have  found  no  conclusive  evidence 
that  it  does.  Given  uncertainties  about  the  dollar  and  trade 
protectionism,  it  should  be  no  surprise  that  exchanges 
today  would  be  skittish,  nervous. 
Has  program  trading  scared  the  individual  investor 
away?  Anytime  stocks  take  a  dramatic 
tumble,  millions  of  individuals  huddle  on 
the  sidelines.  What  disillusioned  people 
was  the  inability  to  get  through  to  their 
brokers  when  equities  fell.  Those  things 
happen  during  panics,  individuals  are  be- 
ginning to  come  back. 

Are  higher  margin  requirements  on  fu- 
tures and  options  necessary  to  curb  specu- 
lative excesses?  Yes,  but  not  to  the  extent 


—  New  York  Times 

Ttje  wrong  response 

some  reformers  would  like.  Remember,  research  has  de- 
bunked the  once-popular  notion  that  the  10%  margin  on 
stocks  was  key  in  the  1929  stock  market  rise  and  crash. 

Basic  Villains 

Did  newfangled  financial  instruments  "cause"  the  Oc- 
tober debacle?  It  was  fundamentals:  fears  of  protectionism, 
new  taxes  and,  most  important,  another  devaluation  of  the 
dollar.  Otherwise  stocks  would  have  quickly  recovered, 
just  as  they  always  have  whenever  computer  strategies 
skewed  prices.  Moreover,  exchanges  around  the  world 
plunged  as  well.  The  fears  behind  the  panic  were  global. 

What,  if  anything,  should  be  done?  First,  regulators 
should  attack  any  anachronistic  trading  restrictions  of  the 
stock  exchanges  and  futures  pits.  Does  the  specialist  sys- 
tem, for  instance,  need  a  fundamental  overhaul  in  the 
computer  age?  Second,  more  disclosure.  Should  floor  bro- 
kers, for  example,  reveal  more  information  about  the  flow 
of  orders  they  receive  so  that  individuals  can  see  for 
themselves  if  they  are  being  treated  fairly? 

More  information  means  better  markets.  After  all,  the 
mandatory  disclosures  about  a  company's  finances  from 
the  early  1930s  onward  have  been  basic  for  investor  confi- 
dence. Better  disclosure  will  enable  us  to  get  a  better  feel 
for  what  reforms  are  genuinely  needed. 
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How  do  you  find  your 

bearings  when 
the  landmarks  float? 


In  this  world  of  floating  interest  rates  and  rapidly  shifting 
foreign  currency  values,  following  yesterday's  safe  course  could  have 
grave  impact  on  your  ability  to  compete  tomorrow. 

To  survive  in  today's  global  economy,  businesses  must  learn  to 
navigate  in  a  highly  complex,  increasingly  volatile  environment. 

At  Chemical  Bank,  we  specialize  in  helping  businesses  weather 
perilous  financial  environments.  In  fact,  Chemical's  expertise  can 
even  help  your  company  gain  a  competitive  edge  through  more 
efficient  and  imaginative  management  of  your  interest  rate  expense 
and  foreign  market  exposure. 

Our  commitment  and  experience  are  respected  throughout  the 
world.  Chemical  Bank  is  ranked  number  one  and  two  worldwide  in 
forex  forecasting  and  foreign  exchange  trading  by  the  Euromoney 
Corporate  Finance  survey  of  corporate  treasurers.  And  we're  a  major 
force  among  banks  the  world  over  in  providing  products  that  help 
protect  our  customers  from  the  adverse  impact  of  interest 
rate  fluctuations. 

As  the  world  gets  smaller,  the  risks  loom  larger.  Backed  by 
experience,  technology  and  a  large  capital  base,  Chemical  can  help 
you  chart  a  course  based  upon  your  particular  needs  now  and  in  the 
future.  After  that,  it's  smooth  sailing. 

CkemicalBaink 

The  bottom  line  is  excellence? 


Electronic  components  are  a  bit  like  this. 


Certain  electronic 
components  require 
hermetic  seals,  too. 
Schott's  glass-to-me- 
tal seals  safely  isolate 
the  protecting  package 
from  its  connecting 
wire. 


M 


The  peppery  furrow 
mussel  lives  a  protec- 
ted life  snug  inside  its 
tightly  sealed  shell. 
Two  siphons  control  its 
feeding  cycle. 


Nestled  a  few  inches  down  in 
the  sand,  the  peppery  furrow 
mussel  waits  for  the  tide  to 
come  in.  Like  some  bivalve 
snorkeler,  when  the  water  is  up 
it  raises  its  two  siphons  to  trap 
food  and  get  rid  of  waste.  Its 
two  shells  remain  clamped 
tight,  protecting  it  from  outside 
interference. 

Electronic  components 

built  with  Schott  packages 
work  on  the  same  principle. 
Like  shells  to  the  mussel  they 
provide  a  protective  case 
consisting  of  a  metal  cap  and 
matching  header  or  base. 
Their  innards  could  be  a 
quartz  crystal  or  any  other 
electronic  chip.  These  inner 
organs  work  accurately  and 
dependably  only  when 
hermetically    protected    from 


environmental  influences.  But, 
of  course,  they  still  have  to  be 
connected  to  the  outside  for 
electrical  input  and  output. 

How     can     this     be 

achieved  while  keeping  the 
hermetic  seal  intact?  For 
decades  Schott  has  been 
developing  special  glasses  to 
match  the  thermal  expansion 
characteristics  of  various  me- 
tals and  alloys.  Special  glass 
is  the  basic  component  for  the 
manufacture  of  glass-to-metal 
seals  between  connecting 
wires  and  the  base  metal  that 
ensures  a  hermetic  seal  and 
high  insulation  over  a  wide 
temperature  range. 

Glass -to- metal  seals 

are  only  one  example  of  how 
Schott's  innovative  develop- 
ment   responds    to    specific 


needs.  In  today's  world,  spe 
cial  glass  and  related  pre 
ducts  help  keep  technolog 
advancing. 

Schott         worldwide 

50,000  products,  40  pre 
duction  facilities,  represente 
in  more  than  100  countrie 
with  $  1  billion  in  sales. 

Schott    in    the    US/ 

8  companies  employing  mor 

than  1200  people. 

Would  you  like  to  kno' 


more  about  our  special  gla 
Write  to  Schott  Corporatior 
Department  F 1 1 , 3  Odell  Plaz? 
Yonkers,  NY  10701. 
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Nobody  knows  more  about  glas 


What's  Ahead  for  Business 


Edited  bv  Howard  Banks 


Raising  the  minimum 

wage  has  hit 

a  political  reef 


A  BETTER  WAY  TO  HELP  THE  LOW  PAID 

The  proposal  to  increase  the  federal  minimum  wage  from  today's 
$3.35  to  $5.05  an  hour  over  the  next  few  years  (from  Senator  Ted 
Kennedy  [D-Mass.]  and  Representative  Augustus  Hawkins  [D-Calif.]) 
has  hit  a  political  reef. 

Surprising  as  that  might  seem  in  an  election  year,  with  a  Democrat- 
controlled  House  and  Senate  and  much  arm-twfsting  by  organized 
labor,  there  are  good  reasons  it's  foundering. 

The  main  reason:  Fewer  people  get  the  minimum:  In  1987,  4.7  million 
hourly  workers  were  paid  the  federal  minimum,  down  by  over  2  million 
(more  than  30%)  since  1982.  In  that  period,  15  million  new  jobs  were 
created. 


Enhancing  EITC, 

in  contrast,  has 

formidable  appeal 


There  will  be  sharp 

pencil  work  on 

Petri's  bill 


The  minimum  wage  issue  will  be  further  defused  because  a  better 
alternative  is  emerging,  one  that  is  both  pro-work  and  pro-family,  thus 
an  alternative  with  formidable  sales  appeal.  That  alternative  is  to 
enhance  the  Earned  Income  Tax  Credit. 

EITC  gives  a  direct  credit  to  a  parent  with  at  least  one  child  at  home. 
At  present  it  is  worth  $800  in  extra  take-home  pay  to  someone  earning 
$5,714,  phasing  down  to  zero  for  those  earning  $17,000  a  year. 

A  bill  by  Representative  Thomas  Petri  (R-Wis.)  would  lift  the  base 
income  and  vary  the  credit  by  family  size  up  to  a  maximum  of  four 
children.  This  will  result  in  a  much  larger  credit,  ranging  from  a 
maximum  of  $1,000  to  $2,500.  Says  the  Brookings  Institution's  Robert 
Reischauer,  an  EITC  proponent:  "It  makes  working  more  attractive 
than  welfare." 

EITC  isn't  perfect.  One  problem:  Petri's  bill  favors  families  but  it  does 
nothing  for  low-paid  singles  and  childless  couples.  But  in  these  budget- 
squeezed  times,  encompassing  them  would  cost  too  much. 

The  Petri  bill  is  gathering  support.  Its  initial  effect  on  government 
revenues  would  be  modest — some  $1.5  billion  a  year,  since  only  15% 
of  minimum- wage  earners  head  households. 

Using  EITC  has  another  advantage  over  increasing  the  minimum 
wage:  It  has  no  direct  negative  effect  on  job  creation. 

Proponents  of  the  EITC  alternative  would  do  well  to  sell  its  virtues, 
rather  than  hit  the  drawbacks  of  a  minimum  wage  hike.  Clucking  over 
how  many  jobs  would  be  "lost"  by  a  Kennedy-Hawkins  raise,  is 
unconvincing.  The  annual  cost  to  employers  of  a  rise  to  $5.05  would  be 
about  $20  billion  by  1992,  but  richer  states — Connecticut,  California 
and  Minnesota,  for  example — won't  be  hard  hit.  They  already  have 
tight  labor  markets  and  minimum  wages  that  exceed  the  federal 
minimum,  and  yet  they  have  experienced  no  lower  job  creation  rates. 

The  greater  problem  from  mandating  a  higher  minimum  wage  would 
be  to  add  to  costs  in  weaker  states  (Mississippi,  say,  or  West  Virginia), 
places  that  most  need  jobs — at  any  pay  rate. 
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Some  good  news — undercut.  Thanks  to  surging  exports, 
the  U.S.  trade  deficit  narrowed  dramatically  in  March.  At 
$9.75  billion,  the  gap  was  the  lowest  in  three  years. 
Further  improvement  is  likely,  provided  the  dollar  contin- 
ues trading  near  its  recent  lows.  The  good  news  for  U.S. 
exporters  is  undercut,  of  course,  by  higher  prices  paid  by 
American  consumers  on  imports. 


Following  a  period  of  relative  stagnation,  industria 
production  jumped  0.7%  in  April,  while  manufacturers 
new  orders  increased  for  the  third  straight  month. 

The  revised  first-quarter  figure  for  the  gross  nationa 
product  shows  real  (after  inflation)  economic  growth  at  ar 
annual  rate  of  3.9%.  The  earlier  estimate  was  only  2.3% 
The  preliminary  Forbes  Index  for  April  was  up  0.2%. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  of  eight  equally  weighted  elements  Total  in- 
dustrial produetion,  new  claims  tor  unemployment  mm 
pcnsation.  the  cost  ol  services  relative  to  all  consumer 
pnecs,  the  level  ol  new  orders  lor  durable  goods  inni 
paed  with  manufacturers  inventories,  total  retail  sales 
new  housing  starts,  personal  income,  total  consume! 
installment  credit 

To  measure  these  eight  elements,  FOMIS  monitors  ien 
series  of  US  government  data  The  last  14  months'  data 
for  each  series  ,m  presented  at  nghl 
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COZY,  3  BR,  1  ACRE,  TOXIC  DUMP 


A  few  years  ago  you  couldn't  give  it  away.  And  there  were  hundreds  like  it  in  communities  all  over  the  country.Then 
,oy  F.  Weston,  Inc.  came  in  and  cleaned  it  up.  Just  as  they've  been  doing  at  hazardous  waste  sites  for  over  thirty  years, 
jestoring  the  value  of  the  property.  Restoring  the  value  of  the  community.  In  short,  restoring  value  that  had  been 
uried  underneath  years  of  abuse. 

But  because  of  the  capital  intensive  nature  of  the  hazardous  waste  industry,  even  WESTON  had  trouble  keeping 
p  with  the  increasing  demand  for  its  services.They  needed  to  expand.  And  they  needed  to  do  it  soon. 


So  they  turned  to  Drexel  Burnham  who,  in  turn,  arranged  $65  million  of  financing,  including  over  $30  million  of 
nigh  yield  bonds. This  gave  them  the  capital  they  needed  to  expand  their  clean  up  task  force  nationwide. 

And  not  a  moment  too  soon.There  are  already  950  toxic  waste  sites  on  the  National  Priority  List.  And  that's  nothing 
compared  to  what's  expected.  50,000  additional  sites  by  1997.  But  fortunately  for  everyone,  WESTON  has  much 
greater  expectations.  With  the  help  of  high  yield  bond  financing,  they  are  removing  more  hazardous  waste  than  ever 
before.  And  soon  this  house  won't  be  the  only  Cozy,  3  Br,  1  Acre,  Ex-Toxic  Dump. 

Drexel  Burnham 


SIPC  C  I98M  Dn-vH  RurnharffLimberi  Incorporated 


Helping  People  Manage  Change 


IBM 
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Vbrifttmu  Systems,  />u    Minneapolis,  MN 
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DIGITAL  EQUIPMENT  CX  )RPOH\TlO\ 


Digital  Eauip 


Maynard  M  \ 


\hritronit  Systems,  Iru  .Minneapolis  M\ 


livery  major  manufacturer 
of  desktop  publishing  systems 
did  the  same  thing  when  they 
needed  to  upgrade  their  own 
printed  communications.  They 
came  to  us. 

They  discovered  that  there 
ks  that  theVaritronics 


lettering  system  could  do  more 
easily.  And  some  that  only  our 
lettering  system  could  handle. 

It's  no  coincidence  that  all 
these  giants  selected  the  same 
lettering  system. 

For  years,  Varitronics  has 
led  the  lettering  industry  with 


NEClM/iiniuiiicin  Systems,  Boxborougl 


innovations  such  as  therms 
transfer  imaging. 

This  major  breakthrougl 
technology  enables  our  sysi 
to  produce  professional- qu; 
lettering  on  easy-to-apply 
adhesive  backed  tape.  With 
unprecedented  quality. 


Communicatioris  Ebr 
isTb  ImpiDvelhdr  Own. 
dOurs. 


HEWLETT-PACKARD 


ritronic  Systems,  Inc.,  Minneapolis.  MN 


Hewlett-Packard.  Palo  Alto.  CA 


Variimnic  Systems.  Inc.,  Minneapolis.  MN 


TEXAS  INSTRUMENTS 


)nir  Systems,  Inc.,  Minneapolis.  MN 


Our  Merlin  Express  Elite 
ie  most  advanced  keyboard 
"ring  system  ever  developed. 

compact,  fully  portable  and 
ates  type  in  more  styles  and 
s  than  any  system  we've  ever 
red  before. 

Find  out  what  a  Varitronics 


Texas  Instruments  Inc.,  Dallas,  TX 


Varitronic  Systems.  Inc.,  Minneapolis,  MN 


system  could  do  for  your  image. 

Call  1-800-MERLIN-l 

(1-800-637-5461).  In  Minnesota 

612-542-1580  or  write  to: 

Varitronic  Systems,  Inc., 

EQ  Box  234, 
Minneapolis,  MN  55440. 
If  the  companies  who  make 


desktop  publishing  consider  a 
Varitronics  system  essential 
for  their  own  communications, 
just  imagine  what  one  could 
do  for  yours. 

m VARITRONICS 

For   Easy   Lettering. 

Merlin  txptv»<R  Elite  -a  tnuk-mirk  of  \4t1ifOn  1988 


Before  that  top  coat  of  paint  goes  on, 
there  are  19  other  exterior  finishing  steps. 
Everything  from  a  layer  of  zinc  phos- 
phates to  a  PVC  undercoating 

Then  each  of  the  four  coats  of  paint  is 
cured  in  separate,  slow-bake  cycles. 

Admittedly,  23  steps  takes  longer 
But  the  result  is  a  longer  lasting  f  inish.With 
an  exceptional  depth  of  luster 

This  adamant  attention  to  detail  is 
nroughout  every  phase  of  the 
struction.  Which  makes  it  one 
performance  automobiles 


you  can  drive.  And  if  you  choose  to  sit  in 
leather  trimmed  interior  "while  doing  tha 
driving,  so  much  the  better 

Call  1-800-TO-ACURAforthedealei 
nearest  you. 


ACURA 

PRECISION  CRAFTED  PERFORMANCE 
A  division  of  American  Honda  Motor  Co.,  Inc. 


Forbes 


Has  Sun  Microsystems,  one  of  the  computer  industry's  most 
spectacular  successes,  now  taken  on  more  than  it  can  handle? 


"They  are  not 
there  waiting  for 
the  plane  to  land" 


By  Kathleen  K.  Wiegner 

Just  don't  use  the  words  'brash' 
and  'arrogant'  when  you  talk 
about  us,"  jokes  Scott  McNealy, 
president  of  Mountain  View,  Calif. - 
based  Sun  Microsystems,  Inc.  Unfortu- 
nately for  McNealy,  Sun's  reputation 
in  the  computer  industry — for  an  ag- 
gressiveness bordering  on  hubris — is 
no  laughing  matter.  Six-year-old  Sun's 
jet-propelled  rise  (revenues  should  be 
close  to  $1  billion  this  fiscal  year, 
ending  June  30)  has  won  it  high  praise 
on  Wall  Street  and  in  the  press.  But 
even  in  a  highly  competitive  industry, 
Sun  is  unusually  friendless.  Its  one 
good  buddy,  AT&T,  is  not  exactly  help- 
ing: Its  relationship  with  Sun  has 
drawn  the  fire  of  some  of  the  biggest 
guns  in  the  computer  industry. 

Almost  everyone  has  a  snide  "Sun 
story"  about  the  company's  high- 
handed manner  and  prideful  claims 
that  only  Sun  gives  customers  what 
they  reaily  want.  Take  the  matter  of 
how  well  Sun's  computers  perform. 
One  joke  competitors  like  to  tell  com- 
pares Sun's  performance  claims  to 
whipped  butter — 50%  air. 

Until  now,  having  built  a  billion- 
dollar  company  in  just  six  years, 
McNealy  could  have  been  entitled  to 
shrug  off  such  sniping.  But  he  has 
attracted  a  crowd  of  enemies  so  large 
and  so  powerful  that  the  climate  at 
Sun  is  about  to  become  a  scorcher. 

The  company  picked  up  its  first  $1 
billion  as  one  of  the  pioneers  of  desk- 
top workstations — a  combination  of 


Sun  Microsystems  President  Scott  McNealy 

Attracting  a  crowd  of  large  and  powerful  enemies. 
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hardware  and  software  offering  the 
power  of  a  minicomputer  but  with  the 
easy  desktop  access  of  a  personal  com- 
puter. Comparing  a  workstation  to  a 
personal  computer,  at  least  until  re- 
cently, was  like  comparing  a  Ferrari  to 
a  Chevette.  Chip  designers  doing  cus- 
tom designs,  manufacturers  doing  sol- 
id modeling,  chemical  companies  do- 
ing molecular  analysis  and  even  the 
quants  on  Wall  Street  found  these 
workstations  just  the  ticket.  Esti- 
mates are  that  this  year  technical 
workstations,  including  those  from 
such  companies  as  Apollo,  Digital 
Equipment  and  Hewlett-Packard,  will 
constitute  a  $2.8  billion  market. 

But  the  distinction  between  a  work- 
station and  a  personal  computer  has 
become  less  clear  since  Sun  intro- 
duced its  first  product  in  1982.  Until 
recently  personal  computers  general- 
ly processed  data  16  bits  at  a  time 
while  workstations  did  it  in  32-bit 
chunks.  And  personal  computers  used 
an  Intel  microprocessor  and  the  MS- 
DOS  operating  system  developed  by 
IBM  and  Microsoft  while  Sun  work- 
stations used  an  operating  system 
called  Unix,  developed  by  AT&T, 
which  was  better  than  MS-DOS  for 
networked  computers.  Unix  not  only 
handled  certain  complex  operations 
better  but  it  was  a  so-called  open  sys- 
tem in  that  it  did  not  compel  its  users 
to  buy  only  one  brand  of  equipment. 

Then,  in  1986,  Intel  brought  out  its 
32-bit  microprocessor,  the  80386, 
which  has  given  PC  makers  enough 
computing  power  to  blast  into  Sun 
territory.  Compaq  Computer,  for  ex- 
ample, estimates  it  currently  sells 
40%  of  its  high-end,  386-based  per- 
sonal computers  into  the  technical 
marketplace,  a  Sun  stronghold.  Many 
of  these  computers  use  Unix  rather 
than  the  MS-DOS  operating  system 
that  is  standard  on  most  personal 
computers.  Estimates  are  that  be- 
tween 15%  and  20%  of  Apple  Mae  Q's 
are  also  being  sold  with  Apple's  ver- 
sion of  Unix  rather  than  with  Apple's 
proprietary  operating  system 

This  spread  of  Unix  was  not  lost  on 
its  developer,  AT&T.  Estimates  arc 
that  by  1991  perhaps  20%  of  the  com 
puters  sold  will  use  Unix.  So  last  fall 
AT&T    turned    to    Sun — whose    co- 
founder,   William  )oy,   is  considered 
one  ol  the  best  Unix  engineers  in  the 
business — for  help  in  developing  its 
next  version  of  Unix.  Then  in  January 
of  thi s  year  AT&T  announced  that  it 
planned  to  buy  up  to  20%  of  Sun  over 
a  three-yeai  period  (it  currently  has  a 
ike  in  the  company). 
his      aderstandably    alarmed 
-    ha     ell  Unix 
om  irt      darly  when 


R'.txTi  Holmgren 


Cofounder  William  Joy 
Helping  AT&T. 


they  heard  that  Sun's  salesmen  were 
suggesting  to  customers  that  Sun 
would  now  have  an  inside  track  on 
future  Unix  developments.  Hewlett- 
Packard,  one  of  the  best-mannered 
companies  in  the  industry,  was  re- 
buffed when  it  tried  to  be  included  in 
the  AT&T/Sun  Unix  development 
team  working  in  Menlo  Park,  Calif. 

So  in  May  seven  computer  makers 
(who  in  aggregrate  represent  some 
40%  of  the  computer  industry],  in- 
cluding not  just  H-P  but  IBM  and 
DEC,  announced  they  were  banding 
together  in  a  nonprofit  organization 
called  the  Open  Software  Foundation 
to  develop  tbeir  own  "open"  version 
of  Unix  that  would  not  be  "propri- 
etary" to  AT&T  and  Sun.  If  the  indus- 
try comes  to  view  the  AT&T/Sun  ver- 
sion of  Unix  as  proprietary,  it  may 
become  very  interested  in  the  more 
"open"  system  being  proposed  by  the 
Open  Software  Foundation. 

If  the  Open  Software  Foundation 
comes  up  with  a  product  in  a  timely 
fashion,  IBM  would  be  the  big  benefi- 
ciary, since  its  version  of  Unix,  called 
Aix,  will  be  a  core  technology  in  the 
Foundation's  development  plans.  But 
even  if  it  doesn't,  the  move  creates 
contusion  in  the  market  that  is  likely 
to  delay  software  development.  The 
company  with  the  biggest  sales  force, 
the  saying  goes,  has  the  best  chance  of 
"uncontusing"  a  customer.  That  dis- 
tinction does  not  belong  to  Sun. 

Sun  has  compounded  its  problems 
by  trying  to  push  the  industry  into 
adopting  as  a  standard  the  innovative 
RISC  (reduced  instruction  set  com- 
puter) microprocessor  called  Sparc, 
which  it  had  designed.  The  problem? 
The  computer  companies  are  intense- 
ly suspicious  because,  unlike  a  Mo- 
torola or  an  Advanced  Micro  Devices, 
which  also  make  RISC  chips  but  sell 


only  chips,  Sun  sells  computers.  If 
Sparc  became  a  standard,  competitors 
fear,  Sun  would  have  the  inside  track 
on  new  products  containing  the  chip. 
The  result?  Do  not  bet  heavily  that 
the  industry  will  move  to  a  Sparc 
standard. 

Finally,  Sun  has  now  decided  to  at- 
tack the  personal  computer  guys 
head-on,  particularly  Apple  and  Com- 
paq. In  April  Sun  introduced  its  386- 
based  desktop  computer,  which  runs 
MS-DOS  as  well  as  Unix,  to  compete 
directly  with  the  top  end  of  Apple's 
and  Compaq's  lines.  This  battle  could 
get  bloody.  Apple  and  Compaq  are 
already  well  established  in  the  retail 
channel.  Sun,  in  contrast,  has  relied 
on  its  crack  direct  sales  force,  which 
is  traditionally  the  way  technical 
computers  were  sold.  "We  all  agree 
that  workstations  and  personal  com- 
puters are  on  a  collision  course,"  says 
Enzo  Torresi,  vice  chairman  of  Busin- 
essland,  the  computer  retailer  (see  sto- 
ry,  p.  58).  "The  question  is,  Who  will 
get  there  faster?  Distribution  is  the 
key,  and  Sun  doesn't  have  the  distri- 
bution that  Apple  and  Compaq  do." 

Any  one  of  these  fights  would  be 
tough  enough  for  a  seasoned  comput- 
er company.  But  Sun's  youthful  man- 
agement (average  age,  just  over  42)  is 
now  stretched  thin  as  Sun  tries  to 
execute  all  its  strategies  at  once. 
Some  technical  types  have  begun  whis- 
pering that  Sun  has  lost  its  technical 
edge  and  is  simply  trading  on  its  reputa- 
tion and  market  size.  "Sun  seems  to  be 
able  to  handle  its  manufacturing,  pro- 
curement and  shipments,"  says  one 
disinterested  observer,  "but  its  R&D 
and  marketing  are  in  chaos.  They  have 
a  lot  of  momentum  but  are  not  well 
disciplined." 

For  Sun's  current  fiscal  year,  reve- 
nues could  reach  $1  billion,  almost 
double  1987's  revenues.  Earnings  are 
estimated  at  $1.57  to  $1.60,  up  from 
$1.11  a  year  earlier.  But  its  aggressive 
pricing  strategies  and  its  willingness 
to  pay  premium  prices  to  secure 
scarce  1 -megabit  D-RAMS  (Forbes, 
June  13)  have  lowered  its  gross  mar- 
gins. Should  revenue  growth  slow 
substantially,  margins  would  be  too 
slim  to  prevent  a  big  earnings  hit. 

McNealy  thinks  his  company  is 
now  big  enough  to  weather  a  mistake 
or  two.  "At  $  1  billion  in  revenues, "  he 
says,  "we  can  stub  our  toe  and  not 
crash  and  bum."  But  he  is  also  well 
aware  that  should  the  world  not  turn 
out  to  be  heliocentric,  no  one  will 
weep  for  his  misfortunes.  "There  is 
definitely  a  crew  waiting  at  the  end  of 
the  runway,"  says  McNealy,  "and 
they  are  not  there  waiting  for  the 
plane  to  land."  ■ 
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From  Stockholm  and  Delhi  the  world  is 
getting  a  glimpse  into  the  mysterious,  cor- 
rupt arena  of  international  arms  dealing. 

Who  got  the 
$60  million? 


By  Pranay  Gupte 


I 


he  public  rarely  glimpses  the 
inner  workings  of  a  modern  in- 
ternational armaments  transac- 
tion. But  a  window  is  opening  in 
both  Stockholm  and  New  Delhi, 
where  a  juicy  arms  scandal  is  unrav- 
eling. Under  immediate  investiga- 
tion is  $60  million  worth  of  pay- 
,  ments  from  Swedish  armsmaker  Bo- 
i  fors  A.B.  to  its  India  agents.  Bofors 
has  vigorously  resisted  disclosing 
those  agents'  identities. 

In  Stockholm,  Swedish  Prime  Min- 
ister Ingvar  Carlsson  says  he  wants 
full  disclosure  of  who  got  the  money, 
and  why.  Grumbles  Anders  Carlberg, 
president  of  Sweden's  Nobel  Indus- 
tries, which  owns  Bofors:  "The  inves- 
tigations have  damaged  us." 

Nobel  Industries  was  created  120 
years  ago  by  Alfred  Nobel,  inventor  of 
dynamite  and  creator  of  the  Peace 
Prize  (see  box,  p.  52).  Bofors,  which 
makes  ammunition  and  large  guns, 
added  around  $640  million  in  reve- 
nues and  $61  million  in  profits  to  its 
$2.4  billion  (revenues)  parent.  Bofors' 
future  seems  bright,  too.  Not  long  ago 
it  sold  $102  million  worth  of  RBS-70 
missiles  to  Pakistan  and  $83  million 
of  the  same  missiles  to  its  own  neigh- 
bor, Norway,  and  also  won  contracts 
for  40mm  and  55mm  guns  for  Indone- 
sian patrol  boats.  In  the  U.S.  Bofors  is 
now  trying  to  .win  a  big  U.S.  Army 
contract  for  an  antitank  guided-mis- 
sile  system,  potentially  worth  at  least 
$1  billion. 

Bofors'  fortunes  turned  suddenly 
upward  in  1986,  when  practically  out 
of  the  blue  it  received  an  order  for 
FH-77B  155mm  howitzers.  The  cus- 
tomer: India.  Why  did  India,  which 
has  never  bought  much  from  Bofors  in 
the  past,  suddenly  splurge  for  $1.3 


billion  worth  of  the  company's  howit- 
zers? One  reason  was  that  Sweden's 
prime  minister  and  disarmament  ad- 
vocate Olof  Palme  personally  lobbied 
in  favor  of  the  deal  (Forbes,  Oct.  19. 
1987).  But  it  is  now  becoming  clear 
that  the  Bofors  lobbying  took  other 
forms  as  well. 

Until  last  year,  Bofors  resolutely  de- 
nied that  large  payments  were  made 
in  the  howitzer  deal.  But  after  ener- 


getic digging  by  Swedish  journalists, 
including  Bjarne  Stenqvist  and  Bo  G. 
Andersson  of  Stockholm's  Dagens  Ny- 
heter,  Bofors  came  clean — up  to  a 
point.  It  admitted  it  had  paid  about 
$60  million  to  its  India  agents. 

For  what  services  rendered  was  the 
$60  million  paid?  Carlberg  now  in- 
sists the  payments  "weren't  bribes  or 
commissions  but  windup  costs"  paid 
to  Bofors'  agents  responsible  for  the 
India  territory. 

The  $60  million  in  payments,  Carl- 
berg avers,  was  necessitated  by  a 
meeting  in  October  1985  between 
Palme  and  Rajiv  Gandhi  in  New  York. 
India's  need  for  new  howitzers  was 
discussed.  Gandhi,  says  Carlberg,  de- 
manded of  Palme  that  there  be  no 
middlemen  in  any  future  weapons 
deals  between  Sweden  and  India. 

Palme  relayed  the  information  to 
Carlberg.  As  a  result,  Carlberg  now 
says  he  had  to  wind  up  a  longstanding 
deal  with  Bofors'  Indian  representa- 
tives. To  do  so,  he  says  he  agreed  to 
pay  them  $60  million.  It  was  windup 
money,  he  argues,  not  a  commission. 

But  $60  million?  To  wind  up  a  sales 
agreement?  An  unlikely  story.  Did 
Bofors'  "windup"  payment  include 
forgone     commissions — money     the 


Nobel  Industries  President  Anders  Carlberg 
"The  investigations  have  damaged  us. 
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The  house  that  Penser  built 


- 


Over  dinner  in  New  York  recently,  Anders  Carlberg 
complained  to  Forbes  that  "the  Bofors  affair  has 
taken  a  disproportionate  amount  of  my  time."  That's 
too  bad,  because  Carlberg,  by  most  accounts  an  open 
and  charismatic  young  (43)  manager,  has  been  doing  an 
excellent  job  managing  the  rest  of  Bofors'  parent  com- 
pany, $2.4  billion  (revenues)  Nobel  Industries. 

Nobel  Industries  was  created  by  Carlberg's  old  friend 
from  University  of  Lund  days,  Erik  Penser.  Penser,  a 
former  stockbroker  who  shuns  publicity  and  lives  as  a  tax 
exile  in  Brussels,  began  in  the  early  1980s  to  accumulate 
shares  in  KemaNobel  (the  chemicals  company  founded 
by  Alfred  Nobel).  He  had  also  begun  accumulating  shares 
of  Bofors  in  the  late  1970s.  After  gaining  control,  Penser 
merged  the  two  companies  in  1984  to  create  Nobel 
Industries,  and  put  Carlberg  in  charge  of  operations. 
Penser  now  owns,  directly  and  indirectly,  almost  64%  of 


Swedish  financier  Erik  Penser 

From  behind  the  scenes,  a  powerful  hand. 


Nobel  industries  stock.  The  holding  is  worth  some  $770 
million  at  recent  Stockholm  market  prices. 

Penser  and  Carlberg's  plan  was  to  use  Bofors'  arms 
base  to  expand  Nobel's  civilian  chemicals  businesses. 
In  this,  Carlberg  has  succeeded  brilliantly.  In  1984, 34% 
of  Nobel  Industries'  sales  (and  39%  of  its  operating 
profits)  came  from  armaments.  By  1987,  almost  80%  of 
sales  (and  43%  of  profits)  came  from  six  divisions  in 
paints,  adhesives,  plastics,  explosives,  chemicals  and 
pulp  and  paper  products.  In  the  U.S.,  $40  million  (sales) 
Nobel  Pharma  has  been  growing  rapidly  making  orth- 
odontic products.  In  the  Soviet  Union,  Carlberg  has 
been  expanding  Nobel's  long-standing  commercial  ties 
through  a  new  joint  venture  for  paint  production,  the 
first  of  its  kind. 

Last  year  Nobel  Industries'  sales  grew  21%;  after- 
tax earnings  grew  35%,  to  $92  million,  and  were  four 
times  their  level  in  1984.  Return 
on  capital  has  increased  from 
12%  to  17%.  The  conglomerate's 
debt,  at  $1.5  billion,  is  high  even 
by  Swedish  standards.  But  Carl- 
berg says  that  he  will  begin  to 
reduce  debt  this  year. 

From  time  to  time  Penser  shuf- 
fles his  assets  and  raises  cash.  In 
1985,  for  example,  he  sold  off  No- 
bel Kemi's  power  station.  Early  in 
May  Penser  sold  Carnegie  Fond 
kommission,  a  brokerage  firm  he 
controlled,  to  P.K.  Banken,  Swe- 
den's state-controlled  bank,  for 
some  $45  million  in  P.K.  Banken 
shares. 

Current  rumor  has  it  that 
Penser  may  indeed  put  Nobel's 
Bofors  problem  behind  it  by  sell 
ing  the  company.  Carlber; 
counters  by  pointing  out  that  Bo 
fors  "is  very  close  to  Mr.  Penser': 
heart."  Perhaps.  But  Erik  Pcnse 
did  not  build  Nobel  Industries  b 
acting  on  emotion. — P.G. 


Salh  Fear  Impa 


agents  would  have  earned  from  the 
howitzer  sale?  "I  won't  answer  that," 
says  Carlberg  icily. 

Who  received  the  payments?  "I'm 
not  going  to  tell  you,"  Carlberg  an- 
swers. "We  have  disclosed  what  we 
are  going  to  disclose,  and  that's  it." 

But  Forbes  has  learned  that  at  least 

some  of  the  Bofors  payments  went  to 

a  Geneva-registered  company  called 

Moincau  S.A   Moineau  had  two  code 

names,  Moresco  and  Pitco. 

Who's  behind  Moineau  S.A.  and  its 

de  companies-  In  late  April  Radio 

Sweden  and  one  of  India's  most  presti- 

national  daily  newspapers,  The 

disi  l<  sed  that  Moineau  S.A.  is 

india's    fast-rising    arms 

mysterious     Hinduja 

28    1987,  and 


May  K>),  who  are  based  in  London, 
Geneva,  Bombay  and  New  York. 

The  Hindujas  were  agents  for  Bo- 
fors in  Iran  during  the  1970s.  At  that 
time  they  reportedly  helped  to  set  up 
an  explosives  plant  in  Iran,  for  Nobel 
Kemi,  which  later  became  part  of  No- 
bel Industries. 

In  late  April,  India's  Joint  Parlia- 
mentary Committee  ruled  that  Bofors 
need  not  reveal  the  identities  of  who- 
ever received  the  questionable  pay- 
ments. But  the  committee's  report 
has  touched  off  a  political  storm  in 
India.  Ram  lethmalani,  one  of  India's 
most  eminent  lawyers  and  a  member 
of  India's  upper  house  of  parliament, 
told  Forbes:  "There  is  no  doubt  in  my 
mind  that  Bofors  made  its  payments 
to  people  very  close  to  Rajiv  Gandhi 


himself."  Meanwhile,  the  scandal 
spreading  beyond  India.  In  March,  Bo- 
fors' former  agent  in  Singapore  plead- 
ed guilty  to  forging  end-user  certifi-i 
cates  that  allowed  Bofors  to  reroute 
weapons  and  ammunition  to  unspeci- 
fied countries,  which  reputedly  in- 
cluded Iran.  He  was  sentenced  to  foui 
years  in  prison. 

Also  interesting  is  Martin  Ardbo, 
the  former  managing  director  of  Bo- 
fors (he  was  fired  last  year).  Ardbo  is 
now  being  investigated  by  Swedish 
police  in  connection  with  the  smug- 
gling of  some  310  Bofors  RBS-70  anti- 
aircraft missiles  and  40mm  antiair- 
craft guns  to  Iran,  among  other  coun- 
tries. Ardbo  was  also  closely  involved 
in  Bofors'  $1.3  billion  howitzer  deal 
with  India.  ■ 
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The  banks  are  broke  and  the  offices  half 
empty.  But  there  are  green  leaves  among 
the  deadwood.  Texas  is  looking  up. 


Bet  on 
management 


By  John  H.  Taylor 


"Don't  Mess  With  Texas"  was 
the  slogan  the  state  chose  for  its 
antilittering  bumper  stickers  a  couple 
of  years  ago.  Almost  immediately, 
disaffected  stockbrokers  from  Wall 
Street  to  El  Paso  were  plastering  their 
trash  cans  with  the  same  stickers.  Cli- 
ents inquiring  about  investing  in  Tex- 
as stocks  were  referred  to  the  nearest 
waste  receptacle. 

Tony  Proffitt,  the  burly  spokesman 
for  the  Texas  comptroller's  office, 
chuckles  as  he  tells  the  story.  The 
comptroller's  office  is  one  of  the  most 
respected  business  prognosticators  in 
the  country.  Proffitt  says  it's  time  to 
scrape  the  bumper  stickers  off  those 
trash  cans  because  Texas  is  on  the 
mend.  "The  wreck  is  over,  the  mess  is 
cleaned  up  and  the  road  is  open 
again,"  he  says. 

Consider:  In  the  last  half  of  1987 
the  state  added  83,000  nonfarming 
jobs,  the  biggest  increase  in  three 
years.  Nonfarm  employment  will 
climb  another  100,000  this  year.  Help 
wanted  ads  were  up  24%  in  the  last  15 
months,  business  failures  were  down 
14%  in  the  first  quarter  and  the  petro- 


chemical industry,  which  accounts 
for  one-third  of  the  state's  manufac- 
turing exports,  is  operating  at  near 
capacity  along  the  Gulf  Coast.  And 
personal  income  and  gross  state  prod- 
uct are  improving  as  well. 

Not  that  Texas  is  returning  to  the 
giddy  days  of  the  early  1980s,  when 
oil  was  selling  for  $35  a  barrel.  Office 
vacancy  rates  remain  among  the  high- 
est in  the  country  and  the  debacle  for 
the  state's  banks  and  S&Ls  is  far  from 
over.  But  the  Texas  economy — late 
1980s  style — is  recovering.  It  is  more 
diverse  than  before  the  oil  bust,  with 
15%  of  the  state's  economy  depen- 
dent on  energy,  down  from  25%  seven 
years  ago.  Surviving  companies  are 
ieaner  and  better  managed  than  a  de- 
cade ago. 

Bargain  hunters  are  beginning  to 
notice,  for  example,  that  bondholders 
have  yet  to  appreciate  the  signs  of 


new  strength  in  the  state.  Conse- 
quently, Texas  municipal  bonds  do 
not  demand  the  strong  stomach  and 
deep  pockets  required  of  investors 
who  would  venture  into,  say,  Texas 
real  estate,  where  it  normally  takes 
five  to  seven  years  to  realize  any  mea- 
surable return. 

Traditionally,  Texas  municipals 
have  had  lower  yields  than  the  nation- 
al average.  But  after  the  oil  bust,  Tex- 
as paper  was  almost  as  appealing  as 
barbecued  armadillo.  As  a  result, 
yields  are  now  significantly  higher 
than  similar  investment-grade  bonds 
backed  by  states  outside  the  South- 
west. Yields  on  12-year  Texas  munici- 
pal bonds — with  AA  or  Aa  ratings  and 
a  coupon  rate  of  7% — are  about  40 
basis  points  or  so  higher,  for  example, 
than  similar  bonds  in  Hawaii  and 
Maryland. 
Yes,  stocks  offer  a  better  potential 
return,  but,  of  course,  they  also 
offer  more  risk.  Still,  there  are 
those  tough,  well-managed 
companies  that  have  perse- 
vered (some  have  even  pros- 
pered) in  perilous  times.  One 
problem  is  that  some  of 
them — particularly  those 
that  have  only  persevered 
but  not  yet  prospered — trade 
at  breathtaking  multiples, 
mainly  because  their  stock 
prices  have  not  collapsed  quite 
as  much  as  earnings. 
Lone  Star  Technologies  is  an  exam- 
ple. Recently  trading  at  around  16 
(o-t-c),  it  carries  a  multiple  of  31, 
based  on  earnings  projections  of  $10.9 
million  (53  cents)  this  year.  Still,  its 
potential  is  considerable,  unless  you 
believe  the  energy  industry  is  going  to 
disappear  in  this  country.  The  Dallas 
company  makes  the  casings  used  in 
oil  and  gas  wells  and  manufactures 
specialty  tubing,  steel  products  and 
pollution  control  systems.  Seven 
years  ago  some  38  companies  plied 
that  trade  in  Texas.  Today  only  5  re- 
main. Lone  Star  Chairman  Wm.  How- 
ard Beasley  III  says  the  company  can 
run  at  peak  capacity  today,  with  fewer 
employees  than  it  had  managers  sev- 
en years  ago. 

Another  gritty  oil  play  with  one  of 
those  lofty  multiples  (recently  trading 
o-t-c  at  around  6,  or  27  times  earnings) 
is  Aztec  Manufacturing,  based  in 
Crowley,  Tex.  (pop.  7,500).  Most  of 
Aztec's  competition,  like  that  of  Lone 
Star  Technologies,  went  bust  in  the 
bust.  The  company  processes  oil  pipe 
tubing,  makes  precision  machine 
products  and  galvanizes  steel  prod- 
ucts. Aztec's  balance  sheet  and  con- 
servative   work    ethic    ("Guys    who 
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53 


How  to  play  the  Texas  recovery 


Their  ?/Es  may  be  high,  but  these  companies  figure  to  benefit  strongly 
from  the  improving  Texas  economy.  La  Quinta,  for  instance,  will  see  a 
significant  increase  in  occupancy  in  Texas,  where  40%  of  its  motels  are 
located.  Southwest  will  get  more  passengers.  And  Lone  Star  and  Aztec, 
two  lean  operators  tied  to  oil  and  gas  drilling,  will  cash  in  big  when  the 
energy  industry  recovers. 


Company 


1987  1987 

sales         earnings       Recent 

lSrr.il)  ($mil)  price 


P/E 


Book 
value 


Yield 


Aztec  Manufacturing 


$14.5 


$1.1 


6  >/4 


27.1 


$2.65 


35% 


La  Quinta  Motor  Inns 


173.1 


7.2 


12'/: 


23.5 


8.68 


Lone  Star  Technologies 


412.5 


0.6 


16% 


NM1 


14.56 


National  Convenience  Stores 


858 


(3.9| 


9% 


NM2 


3.32 


Southwest  Airlines 


778 


20.1 


171* 


27.2 


16.43 


21 


Weingarten  Realty 


61 


17.7 


25-Vk 


19.8 


7.31 


125 


'Lone  Star's  rVE  ratio  is  Inordinately  high  because  the  company  made  3  cents  per  share  in  llW"     ^National 

Convenience  lost  $3  9  million  during  W.     'Paid  36-cent  dividend  (hough  it  earned  no  money  in  1987 


work  only  40-hour  weeks  don't  last 
long  here,"  says  Chairman  L.C.  Mar- 
tin) make  it  a  Wall  Street  favorite.  If 
drilling  picks  up  as  expected  in  a  cou- 
ple of  years,  Aztec  will  be  very  profit- 
able. "It's  one  of  the  best-run  small 
companies  in  the  U.S.,"  says  Dallas 
money  manager  Richard  Fisher. 

One  of  the  best-run  medium-size 
companies  in  the  U.S.  is  Weingarten 
Realty  Investors  (assets,  $328  mil- 
lion). The  superbly  managed  Houston 
real  estate  investment  trust  (NYSE) 
increased  its  earnings,  dividends  and 
cash  flow  even  as  real  estate  prices 
fell.  And  in  shopping  centers,  no  less. 
During  the  booming  early  1980s, 
Weingarten  kept  calm  and  refused  to 
lump  deeply  into  debt  building  new 
shopping  centers  based  on  pic-in-thc- 
sky  industry  growth  projections.  As  a 
result,  its  100  centers,  most  of  them 
around  Houston,  are  94%  leased. 
With  a  $100  million  line  of  credit, 
Weingarten  is  now  able  to  buy  exist- 
ing malls  at  deep  discounts  and  up- 
grade them.  "It's  the  only  decent  real 
estate  play  in  Houston,"  says  Drcxcl 
Burnham's  George  Stark. 

Southwest  Airlines  (NYSE)  is  an- 
other well-focused  company  that  fig- 
ures to  benefit  from  Texas'  improving 
business  climate.  The  highly  regarded 
Dallas-based  airline,  the  nation's 
tenth  largest,  is  popular  with  mtra- 
Texas  travelers  because  of  its  conve- 
nience and  on-time  performance.  It 
will  take  delivery  on  13  planes  this 
year,  increasing  its  capacity  about 
Analysts  expect  earnings  to  m- 
cre  next  year. 

Two  other  growth  plays  are  Hous- 
ton-based National  Convenience 
San  Antonio's  La  Quinta 
Inc.  (both  NYSE-traded). 
Q]  Dies  are  good, 
\trcmely  ca- 


pable managers,"  says  Roderick  Mac- 
Iver,  president  of  regional  brokerage 
Roderick  Maclver  &  Co.  National 
Convenience  recently  bought  270 
Houston  7-Elevens  at  fire-sale  prices 


from  the  financially  troubled  South- 
land Corp.  It  now  controls  about  30% 
of  the  Houston  market,  which  is  lead- 
ing the  Texas  recovery  (27,000  new 
jobs  last  year). 

Although  Houston  is  Texas'  energy 
capital,  it  was  one  of  the  first  cities  to 
seek  economic  diversification,  stress- 
ing such  assets  as  the  Johnson  Space 
Center  and  Texas  Medical  Center. 
Harris  County  is  projected  to  be  the 
nation's  third-fastest-growing  county 
for  new  jobs  over  the  next  12  years. 

La  Quinta  has  been  renovating 
many  of  its  75  Texas  motels  (about 
40%  of  its  total  properties).  Chairman 
Sam  Barshop  estimates,  occupancy 
levels  will  climb  from  today's  63% 
(about  break-even  for  this  cost-con- 
scious bunch)  to  75%  to  80%  in  five 
years.  A  1%  increase  means  $1.5  mil- 
lion in  aftertax  profits.  And  that's  be- 
fore any  increase  in  room  rates. 

If  there  is  a  moral  for  investors  who 
would  bet  on  Texas  these  days,  it 
probably  is,  bet  on  management.  An- 1 
other  is:  Do  your  homework.  ■ 


Want  to  get  into  the  fashionable  cellular 
phone  business  without  risking  huge 
amounts  of  capital?  Try  the  unsung  world 
of  the  "block  reseller." 


Mobile  moochers 


By  Richard  Bebar 


Each  month,  4,000  Connecti- 
cut residents  get  a  telephone 
bill  from  an  important-sound- 
ing company  called  Escotel  Cellular 
Inc.  or  one  of  its  related  entities.  The 
name  conjures  images  of  technology's 
cutting  edge,  with  satellite  dishes, 
microwave  transponders  and  net- 
works of  fiber-optic  cable.  In  fact,  Es- 
cotel Cellular  is  pretty  much  a  one- 
man  band,  a  43-year-old  Colombian 
immigrant  named  Luis  Escobar,  who 
sold  his  house  in  1985  and  made  his 
kids  stuff  envelopes  in  order  to  boot- 
strap himself  into  the  cellular  phone 
business.  Today  Escobar  and  his  three 
partners  tout  themselves  as  the  sec- 


ond-largest provider  of  cellular  ser- 
vice in  Connecticut,  exceeded  only  by '  j 
a  subsidiary  of  Southern  New  England 
Telecommunications,  the  Bell  operat- 
ing company  required  by  law  to  keep 
selling  him  phone  numbers  at  whole 
sale  prices. 

"There  are  lots  of  American  people 
who  speak  better  English  than  me 
who  are  missing  a  great  opportunity," 
laughs  Escobar,  suddenly  a  million 
aire.  "It's  like  a  license  to  steal." 

Red  ink  is  pouring  from  big  cellular 
companies  like  McCaw  Communica- 
tions and  Metro  Mobile  Inc.,  which 
have  invested  billions  in  borrowed 
capital  over  the  last  decade  to  make 
cellular  phone  systems  work  (Forbes, 
.•V"    18).  But  so-called  block  resellers 
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Block  reseller  Luis  Escobar  ( right )  testnig  a  cellular  phone 

While  big  operators  bleed,  a  one-man  band  profits  on  technology's  cutting  edge. 


like  Escobar  have  gone  largely  unno- 
ticed as  just  about  the  only  profitable 
niche  in  many  of  the  industry's  mar- 
kets to  date.  Overlooked  but  omni- 
present, nonetheless.  As  many  as 
20%  of  the  country's  1 .3  million  cel- 
lular customers  currently  deal  direct- 
ly with  one  of  dozens  of  different  re- 
sellers like  Escobar.  Reselling  is  a 
$300-million-a-year  business,  has 
minimal  overhead  and  is  growing 
briskly. 

How  did  this  subindustry  come 
about?  To  ensure  competition  for  cel- 
lular service,  the  Federal  Communi- 
cations Commission  routinely  li- 
censes two  so-called  switch  owners  in 
each  market.  Traditionally,  these 
consist  of  a  division  of  the  local  phone 
company  plus  a  competing  "nonwire 
company,"  which  must  set  up  its  own 
hardware  system.  But  the  FCC  also 
insists  these  owner-operators  of  cellu- 
lar networks  not  use  their  power  to 
block  others  from  entering  the  mar- 
ket. Anyone  willing  to  pay  wholesale 
rates  for  minimum  amounts  of  cellu- 
lar service — normally  sold  in  blocks 
of  100  or  more  phone  numbers  at  a 
clip) — can  remarket  that  service  to  in- 
dividual customers  at  a  retail  markup. 

Twenty  states  currently  set  official 
wholesale  prices  for  telephone  ser- 
vice, and  those  posted  rates  are  what 
have  given  block  resellers  like  Esco- 
bar their  opening.  Thus  in  Connecti- 
cut, Escobar  pays  Southern  New  En- 
gland Telecommunications  a  posted 
wholesale  rate  averaging  $25  per 
number  per  month  in  "access  fees," 


plus  32  cents  per  minute  for  peak  air 
time.  He  then  sells  his  own  customers 
some  telephone  equipment — a  cellu- 
lar telephone  for  a  car  or  boat,  for 
example — and  bills  at  a  retail  price  of 
$37  per  month  plus  37  cents  per  min- 
ute in  usage  fees.  Those  rates,  which 
range  from  a  15%  to  50%  markup  on 
Escotel's  wholesale  cost,  turn  out  to 
be  about  3%  cheaper  than  the  retail 
rate  charged  by  Southern  New  En- 
gland's Mobile  Communications,  the 
phone  company's  cellular  arm. 

Even  as  many  big  cellular  compa- 
nies lose  money  as  they  rush  to  pull  in 
customers,  block  resellers  like  Esco- 
tel  are  profiting.  Says  Edward  Staiano 
of  Motorola,  the  country's  largest  re- 
seller, with  30,000  phone  numbers 
(plus  another  40,000  overseas),  "Since 
our  capital  investment  in  the  busi- 
ness is  so  small,  there's  an  opportuni- 
ty for  a  high  return." 

In  Escotel's  case,  profits  have  been 
good — and  the  potential  for  capital 
gain  seems  nothing  short  of  spectacu- 
lar. Escobar  claims  to  have  received 
offers  as  high  as  $800  per  customer 
from  switch  operators  to  buy  him  out. 
Even  Southern  New  England's  cellu- 
lar arm  has  expressed  a  desire  to  buy 
his  numbers  and  customers. 

You'd  think  cellular  companies  like 
Southern  New  England  would  be  furi- 
ous about  the  activities  of  Escobar  and 
his  ilk,  and  some  are.  But  as  carriers 
try  to  expand  their  systems  rapidly,  it 
often  makes  good  sense  to  let  a  resell- 
er worry  about  things  like  advertising, 
service  and  billing.  After  all,  in  return 


for  leasing  lines  to  a  block  reseller,  the 
phone  company  takes  anywhere  from 
70%  to  85%  of  the  end  user's  dollar. 

Resellers  thrive  best  in  highly  regu- 
lated states,  such  as  New  York  and 
California,  where  wholesale  tariffs  are 
mandated  and  where  carriers  such  as 
Nynex  and  PacTel  see  resellers  as  a 
good  channel  of  distribution.  But  re- 
sellers clearly  get  no  respect  in  many 
unregulated  parts  of  the  country. 

In  the  South,  BellSouth  routinely 
makes  their  lives  miserable  by  drag- 
ging its  feet  and  charging  high  whole- 
sale prices.  In  Atlanta  and  Miami, 
BellSouth  offers  independent  market- 
ing agents  up  to  $650  for  every  cus- 
tomer they  sign.  That  enables  the 
agent  to  slash  prices  dramatically  on 
such  things  as  car  telephones,  thus 
making  it  nearly  impossible  for  resell- 
ers to  get  a  foothold.  Some  carriers 
demand  that  resellers  give  them  their 
customer  lists.  In  Dallas,  hostile  car- 
riers have  managed  to  cut  the  number 
of  resellers  from  16  to  3  since  1985. 

Given  the  current  trend  toward  de- 
regulation, more  states  seem  destined 
to  eliminate  wholesale  telephone 
rates — as  Illinois  and  several  other 
states  have  done  in  the  last  year.  The 
trend  is  good  news  for  switch  owners, 
but  could  wind  up  mauling  the  mo- 
bile moochers.  Some,  like  Ronald 
Goldberg,  one  of  the  most  successful 
resellers  in  Chicago,  talk  bravely  of 
thriving  in  a  world  of  free  market 
wholesale  prices.  But  with  advancing 
deregulation,  the  sun  may  not  shine 
forever  on  this  niche.  ■ 
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Your  insurance  company  woi 
tee  protection  against  househi 


When  on  vacation,  lower 
the  volume  on  your  telephone 
bell  and  have  a  neighbor  pick 
up  deliveries. 


Light  exteriors  and  cut  back 
shrubs  outside  of  your  house. 


Secure  double-hung  windows 
together  by  drilling  a  hole  and 
inserting  a  removable  nail. 


Make  sure  valuables  can't  be 
seen  from  outside. 


a 


ve  strangers 
1  about  your 
'er  the  phone. 


to  offer  some 
sters. 


Be  a  good  neighbor.  Call 
e  police  if  you  see  anything 
usual  on  vour  block. 


Hide  your  jewelry  in  an 
unexpected  place,  such  as 
the  refrigerator  or  medicine 
cabinet. 


Every  14  seconds,  another 
house  is  robbed. 

Someone's  bedroom  is  ran- 
sacked. Things  are  taken  that 
can  never  be  replaced.  Worst  of 
all,  you  feel  as  if  your  privacy 
has  been  violated. 

Naturally,  protecting  your 
home  from  losses  saves  you  and 
your  insurance  company  money. 
Fewer  claims  can  help  keep  costs 
down  for  everyone. 

That's  one  reason  why  we've 
given  you  these  simple  ideas  to 
protect  your  home.  What's  more 
important,  we  don't  think  anyone 
has  a  right  to  turn  your  home 
into  a  disaster  area. 

Your  insurance  company 
does  a  lot  more  than  just  sell  you 
a  policy.  For  more  information 
about  how  to  protect  your  home, 
write  for  our  free  booklet  or  call 
1-800-222-1144  and  ask  for 
extension  F-4. 


i  -• 


For  a  copy  of  our  free  booklet,  send  to: 

Insurance  Information  Institute 

Dept.  RR.  110  William  Street,  NY,  NY  10038. 

Name 
Address 


City 


State 


Zip 


No  salesperson  will  call. 


1 


F-4 


Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 


Businessland s  David  Norman  is  doing 
just  fine  selling  personal  computers  to  big 
business.  So  why  go  after  the  home  market? 


"We  want  it  all 


if 


By  Blare  Beanchamp 


No  stranger  to  risk  is  David  Nor- 
man.  A  Navy  pilot  in  the  Pacific 
in  the  late  Fifties,  Norman  hit  the 
carrier  deck  one  night  and  broke  his  F- 
11  's  landing  gear.  At  125  knots  his  jet 


skidded  wildly  toward  the  drink  be- 
fore snagging  the  fourth — and  last — 
wire  across  the  deck. 

Norman's  current  business  has  an 
equally  low  margin  for  error.  The 
lanky  52-year-old  industrial  engineer 
is  cofounder  and  chairman  of  Busi- 


irman  i  kind  Norman 
XaMnq  on  too  much,  too  fast? 


nessland  Inc.,  the  San  Jose-based  re- 
tailer of  personal  computers.  In  just 
six  years  Norman  has  built  a  $600 
million  (fiscal  1987  sales)  company  by 
selling  PCs,  networks  and  software  to 
corporate  America  through  his  chain 
of  93  stores  in  33  states.  This  year 
sales  will  break  the  billion-dollar 
tape,  that  milestone  that  continues  to 
elude  so  many  Silicon  Valley  startups. 
Unlike  many  microcomputer  sell- 
ers, Businessland  concentrates  on 
large-scale  customers — corpora- 

tions— rather  than  on  the  retail  buyer. 
What  also  makes  Businessland  differ- 
ent from  most  other  computer  distrib- 
utors is  that  it  owns  its  own  outlets 
rather  than  franchising  them  out  as, 
say,  ComputerLand  does.  This  gives 
Businessland  much  tighter  control 
over  its  operations. 

Now,  not  content  with  the  business 
of  big  business,  Norman  is  going  after 
smaller  fry.  In  late  April  he  an- 
nounced plans  to  buy  $111  millior 
(last  12-month  sales)  ComputerCraft, 
Inc.,  which  sells  microcomputers, 
software  and  accessories  to  smal 
businesses,  profession- 
als and  the  home  market 
through  25  stores  ii 
Texas,  Nevada  and  the 
San  Francisco  Bay  area 
The  deal,  a  stock  swap, 
is  worth  $23  million.  Or 
the  surface  Computer 
Craft  would  seem  nc 
prize;  the  Houston 
based  company  has  lost 
money  for  the  past  three 
years. 

What  caught  Nor- 
man's eye,  however, 
were  ComputerCraft's 
seven  "superstores. 
Ranging  in  size  fror 
7,000  to  16,000  square 
feet,  they  are  dividec 
into  departments  along 
product  lines.  Salespeo- 
ple are  trained  to  sell  a 
particular  brand  name 
such  as  IBM,  Apple  oi 
Compaq.  Within  the 
next  two  years,  Normar 
aims  to  open  Computer- 
Craft  superstores  in  5C 
major  U.S.  markets 
Norman  will  keep  the 
ComputerCraft  name  sc 
as  not  to  confuse  Busi 
nessland's  corporate  cli 
ents  or  ComputerCraft's 
customer  base. 

Why  go  into  the  home 
market  at  all?  "We  need- 
ed," Norman  says,  "an- 
other vehicle  to  address 


an    important,    growing 
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Well.  nii-c.iiM  i\  i  i  Scotch  whisky  clots  cost  around 
12000.  Which  some  say  is  a  small  price  to  pay  lor  a 
Scotch  which  has  been  made  in  the  same  unique  \\a\ 
since  1747.  A  12-year-old  single  malt  Scotch  with  a 
smoothness  and  unique  character  that  is  unsurpassed  to 
this  day.  All  of  which  could  explain  win  people  are  so 
strangely  possessive  about  The  Glenlivet.  Which  is  a  pity. 
Voii  might  just  have  to  buy  a  bottle  of  your  own. 

The  Glenlivet.  Just  Slightly  Out  Of  Reach. 


'ice  Chairman  Enzo  Toiresi 
"There  is  so  much  more  [technology]  coming  to  market. 


marketplace.  We  want  it  all." 

Founder  of  Dataquest,  the  high- 
tech  market  research  outfit,  Norman 
estimates  that  15  million  white-collar 
workers  are  using  personal  computers 
today  and  more  of  them  are  taking 
them  home.  "As  people  are  becoming 
computer  literate,"  Norman  explains, 
"they  are  putting  business-level  com- 
puters like  the  Macintosh  II  and  the 
IBM  PS/2  in  their  homes."  Four  mil- 
lion Americans,  says  Norman,  have 
home  offices,  yet  only  500,000  have 
PCs.  "There  are  a  lot  of  people  buying 
software  today.  It's  a  consumer  mar- 
ketplace," he  explains.  "We  think  we 
can  meet  the  software,  accessory  and 
hardware  needs  of  customers." 

Norman  is  well  aware,  howt. 
that  selling  to  consumers  and  selling 
to  business  are  quite  different.  Last 
year  Busincssland  earned  $8.4  mil- 
lion, only  1.4%  on  sales.  It  can  sur- 
vive on  such  skimpy  margins  because 
it  is  relatively  cheap  to  handle  big 
orders.  But  retail  sales  require  more 
overhead.  Typically  it  takes  protract- 
ed sales  negotiations  and  copious 
hand-holding  to  sell  one  $1,000  com- 
puter. Norman's  strategy,  though 
hardly  innovative,  can  be  effective: 
Get  people  into  the  store  with  a  good 
deal  on  an  IBM  PS/2,  say,  and  then 
load  them  up  with  higher-margin 
items  like  software,  add-on  boards, 
:  supplies  such  a^  printer 
paper  and  ribbons. 

Expanding  retail  sales  arc  only  part 
of  Norman's  nervy  cxp.,  lans. 

Last  year  Busincssland  bougi 
of  computer  stores  in  Britain  an  I  by 
199')  plans  to  expand  onto  the  G     ti- 


nent  and  into  the  Far  East,  tapping  the 
same  multinational  corporate  cus- 
tomers he  serves  at  home.  Says  Nor- 
man: "Our  customers  want  the  same 
supplier  worldwide.  They  want  stan- 
dard hardware  and  systems  that  can 


be  tied  together." 

What's  behind  this  optimistic 
branching  out?  Says  Enzo  Torresi, 
43,  Businessland's  vice  chairman  anc 
cofounder:  "What  makes  me  super 
optimistic  is  that  in  terms  of  tech 
nology,  there  is  so  much  more  com 
ing  to  market." 

To  handle  the  load,  Norman  i 
spending  $15  million  a  year  on  train 
ing  his  engineering,  sales  and  suppor 
staffs.  "These  are  complex  products,' 
says  Norman.  "There  aren't  thai 
many  people  who  can  talk  to  yoi 
about  them." 

Meanwhile,  Norman  is  working  or 
improving  Businessland's  margins 
He  has  spent  $30  million  on  ware 
housing  and  management  informa 
tion  systems.  His  763-member  sale; 
force  is  pushing  more  support  anc 
computer  networks.  He  is  reining  ir 
corporate  and  administrative  costs 
Results  are  encouraging:  Operating 
margins  for  the  quarter  ending  Mar 
31  were  4.3%,  up  from  3.1%  a  yeai 
before. 

Some  think  Businessland  is  takinj 
on  too  much,  too  fast.  Maybe  so,  but 
people  like  Dave  Norman  understanc 
that  in  today's  business  world  stand 
ing  still  is  the  most  dangerous  thinj 
you  can  do.  ■ 


Fred  Wasserman  had  a  great  concept.  The 
trouble  is,  the  concept  didnt  work. 


The  mess 
at  Maxicare 


By  Jill  Andresky 


WHAT  A  GREAT  CONCEPT  Fred 
Wasserman  had.  His  Maxi- 
care Health  Plans  Inc.  be- 
came a  favorable  case  study  at  the 
Harvard  Business  School.  The  com- 
pany's stock  reached  as  high  as  55 
times  earnings.  Maxicare  was  in  the 
vanguard  of  a  growing  industry  des- 
tined to  reshape  the  health  care  deliv- 
ery system  for  all  America — health 


maintenance  organizations. 

This  once-vaunted  scheme  for  hold 
ing  down  medical  costs  has  turnec 
out  to  be  one  of  the  decade's  mosi 
ovcrhyped  flops. 

The  idea  behind  HMOs  has  beer 
kicking  around  for  nearly  three-quar 
ters  of  a  century.  But  they  became1 
popular  in  the  U.S.  only  about  ter 
years  ago,  when  health  care  inflatior 
heated  up  and  the  threat  of  socializec 
medicine  seemed  real.  In  convention 
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We  brake  for  fish. 
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ould  you  like  to  experience  a  Range 
er  under  optimum  conditions? 

Just  add  water. 

A  Range  Rover  can  wade  through 
ths  that  would  immobilize  a  mere  car. 

And  provide  the  added  traction  of 
heel  drive  in  a  downpour. 

What's  all  the  more  extraordinary,  though, 
lat  a  Range  Rover  isn't  a  vehicle  you'll 
u  to  save  for  a  rainy  day. 


Because  on  a  dry  road,  it  handles  like  a 
road  car.  And  on  a  test  track,  it  surges  along  at 
roughly  100  mph. 


It  even  surrounds  you  with  all  the  com- 
fort and  luxury  of  a  luxury  car. 

So  why  not  call  1-800-FINE  4WD  for 
the  name  of  a  dealer  convenient  to  you? 

While  a  Range  Rover  is  hardly  inexpen- 
sive, it's  well  worth  the  price. 

After  all,  when  you  buy  one  you're  not 
simply  buying  an  ordinary  4-wheel  drive  vehicle. 

You're  converting  your  money  into  a 
liquid  asset. 


The  Gulfstream  IV. 


As  your  company  plans 
for  ways  to  be  more 
competitive  and  more 
productive  in  the  1990? 
look  into  this  amazing 
business  airplane. 


The  Gulfstream  IV  could  be  one  of  the  most  prudent  invest- 
ents  you  make  in  the  means  to  accomplish  your  corporate 
)jectives,  especially  if  your  opportunities  are  global  in  scope. 

No  other  business  aircraft  can  bring  as  many  of  the  world's 
inters  of  industry,  finance  and  government  closer  in  time  for 
m,  or  fly  as  many  of  your  people  farther  faster. 

No  other  business  aircraft  surpasses  the  degree  of  conveni- 
lce  it  offers  to  enable  you  and  your  key  decision  makers  to 
Dtimize  time  and  energies  while  traveling. 

In  terms  of  its  own  productivity,  no  other  business  aircraft 
/en  approaches  its  levels  of  performance  and  systems  tech- 
Dlogy.  And  it  is  the  only  business  aircraft  with  a  new  generation 
f  engines  also  chosen  to  power  airliners. 

Many  of  the  world's  major  corporations  and  governments 
ave  already  recognized  the  advantages  of  owning  and  operat- 
lg  this  extraordinary  airplane  for  the  balance  of  this  century 
ad  well  into  the  next. 

More  of  them  will  place  more  Gulfstream  IVs  in  service 
sfore  the  end  of  this  decade  than  any  other  new  long-range 
usiness  aircraft. 

How  do  you  decide  if  your  organization  should  do  the  same? 

The  procedure  is  simple. 

Let  us  help  you  evaluate  your  needs  for  air  travel,  determine 
ow  the  Gulfstream  IV  can  satisfy  those  needs,  and  develop  a 
efinitive  proposal  for  you  to  consider.  We  can  even  arrange  to 
emonstrate  the  capabilities  of  the  Gulfstream  IV  to  you  and 
our  key  executives  on  an  actual  business  trip  you  have  to  take 
Dmewhere  in  the  world. 

If,  in  light  of  your  own  forward  thinking,  you  find  this  line 
f  thought  provocative,  call  Herbert  B.  Franck,  Vice  President, 
julfstream  Domestic  Marketing,  (912)  964-3274. 

I  He  will  see  that  you  get  more  to  think  about,    ^//j 
Gulfstream 
/ierospace 


ilfstream  Aerospace  Corporation.  RO.  Box  2206,  Savannah.  Georgia  31402  U.S.A. 

ilfsiream  Marketing  US.  Regional  Office  are  Northeast  12031 677-7666;  Midwest  (3121  571-6606; 

id  Atlantic/Southeast  (9121 964-3283;  Southwest  (7131 987-7300;  and  Western  (213)  420-5059. 


A  CHRYSLER  COMPANY 


■  plans,  people  pay  an  annual 
.mm  (often  picked  up  by  their 
employer),  plus  a  20%  or  so  "deduc- 
tible" charge  for  most  incurred  medi- 
cal expenses.  But  as  a  member  of  an 
HMO,  a  person  gets  the  full  range  of 
medical  services — from  office  visits 
to  a  participating  doctor,  to  major  sur- 
gery at  a  participating  hospital — cov- 
ered 100%  by  a  single  annual  fee. 

In  theory,  the  whole  arrangement 
saves  money  for  both  individual 
members  and  companies.  By  stressing 
preventive  medicine  and  "wellness" 
techniques,  the  HMOs  would,  it  was 
thought,  keep  people  healthy  enough 
to  reduce  the  overall  need  for  medical 
services. 

Too  bad  things  didn't  work  out  that 
way.  In  Maxicare's  case,  it  is  the  com- 
pany itself  that  is  now  in  intensive 
care.  The  company  can  no  longer 
meet  interest  payments  on  a  $175 
million  revolving  bank  loan.  Current 
liabilities  exceed  assets  by  a  2-to-l 
margin,  and  the  firm  has  a  negative 
net  worth  of  $51  million.  Subtract 
goodwill  and  its  tangible  net  worth  is 
a  negative  $535  million.  Maxi's  stock, 
which  once  traded  as  high  as  28,  re- 
cently sold  for  around  $2  a  share.  A 
six-bank  lenders'  syndicate  headed  by 
Bankers  Trust  is  forcing  a  fire-sale 
liquidation  of  plans  in  Ken- 
tucky, Texas,  Georgia  and  else- 
where to  raise  cash  and  pay 
down  debt. 

Nor  are  Maxi's  competi- 
tors doing  much  better.  Vir- 
tually every  publicly  traded 
HMO  in  the  country  is  los- 
ing money,  as  are  the  plans 
of  many  of  the  insurance 
companies  that  raced  head- 
long into  the  business,  in- 
cluding   Travelers,     Lin- 
coln National  and  Cigna. 

What  went  wrong?  Sim- 
ply put,  the  industry  is  be- 
ing flattened  by  its  inabil- 
ity to  do  the  very  thing  that 
was  its  fundamental  sell- 
ing     point — hold      down 
costs.   By  eliminating  de- 
ductibles in  order  to  attract 
customers,    the    plans    re- 
moved any  incentive  on  the 
part  of  members  to  curb  visits 
to  the  doctor.  Although  stiff 
requirements  such  as  second 
opinions    before    surgery    have 
helped  put  a  cap  on  hospital 
charges,     those    savings    have 
ban  offset  by  surging 
'outpatient"  reimbursements  to 
partu  rating    general    practitio- 
Rernard  McDonagh 
;y   &   Hopwood   in 
is  studied  the  industry 


carefully.  Says  he:  "The  HMOs 
wound  up  giving  customers  a  license 
to  steal  when  it  came  to  outpatient 
services,  since  one  of  their  big  mar- 
keting points  was,  you  can  visit  the 
doctor  whenever  you  want." 

As  the  leader  in  this  business,  Max- 
icare  grew  fast,  going  from  $118  mil- 
lion in  revenues  to  $1.8  billion  in  six 
years.  Maxicare  was  born  when  Was- 
serman  spotted  an  opportunity  in  the 
passage  of  the  1973  Federal  HMO  Act. 
The  legislation,  a  creature  of  the  Nix- 
on years,  requires  virtually  all  em- 
ployers engaged  in  interstate  com- 
merce to  offer  their  workers  a  choice 
between  traditional  insurance  cover- 
age or  membership  in  an  HMO. 

By  1980  Wasserman  had  organized 
a  group  of  Los  Angeles  area  physi- 
cians into  a  for-profit  HMO  and  had 
already  persuaded  workers  from  two 
of  the  region's  leading  defense  con- 
tractors, Lockheed  and  Northrop,  to 
sign  up. 

Sure,  there  was  competition,  but 
only  Maxicare  was  close  to  being  a 
national  HMO.  Here  was  one  compa- 
ny, it  was  said,  that  had  a  magic  touch 
at  choosing  lucrative  markets  and 
signing  top-quality  hospitals  and  phy- 
sicians for  its  customers — all  while 


keeping  health  care  costs  under  th 
control  of  its  computerized  system.  J 
But  Maxicare's  dizzy  growth  in  facjl 
came  not  from  canny  marketing  anal I 
ysis  so  much  as  from  simply  gobblin  I 
up  local  HMOs  wherever  it  could  fin  ' 
them.  Recalls  one  longtime  associate 
"Fred     [Wasserman]     would     drear 
something  up,  check  it  out  with  Par 
[his  wife,  who  also  serves  as  the  com| 
pany's  president],  and  if  she  said  okay 
it  would  happen." 

Meanwhile,  competition  was  hean 
ing  up,  since  any  group  of  doctor  | 
with  an  office  and  a  computer  coul  ; 
basically  set  up  its  own  HMO.  Be 
tween  1984  and  1986  the  number  c  i 
companies  nearly  doubled,  to  abouj 
630.  In  Chicago,  for  example,  ther  j 
were  at  least  25  HMOs  competing  fc  j 
the  same  customers. 

To  sustain  its  growth  rate,  Maxiil 
care  found  itself  having  to  pay  highe  I 
prices  for  each  new  acquisition.  B  I 
autumn  1986  it  was  shelling  out  $40  I 
per  patient,  roughly  four  times  th 
price  it  had  paid  only  three  years  earl  j 
er.  The  new  acquisitions  brough  I 
Maxicare  into  new  markets,  many  ijl 
the  Southeast.  But  they  simultal 
neously  saddled  Maxi  with  poorll 
managed  plans  that  had  greatly  unde™ 
estimated  their  medical  expenses 
Worse,  the  acquisitions,  accord! 
ing  to  Douglas  Sherlock,  | 
leading  industry  experB 
brought  Maxi's  debt  to  aboi'  U 
65%  of  the  firm's  total  capfl 
talization  at  a  time  whe  I 
health  care  costs  were  risinfl 
and  price-cutting  wsfl 
spreading  throughout  th  j 
industry. 

In    1984    HMOs    ha    , 

been  able  to  raise  pnfl 

miums  by  9.3%,  but  bfl 

1986  competition  had  irfl 

tensified  to  the  point  th.-  I 

the  industry  was  able  t  l| 

raise    prices    by    3%    tefl 

chart).  Yet  outpatient  cosi 

kept  marching  ever  highefl 

So  far  this  year  the  comrxfl 

ny's  total  health  care  cosiB 

are  up  by  15.8%,  while  rev(  jj 

nues    have    risen    by    onfl 

10.8%. 

Nor  has  Wasserman's  strati  j  I 

gy    for    building    a    "nations 

HMO  network"  proved  viablill 

Corporations  now  find  they  cal 

strike   better  deals   with   Iocs  If 

providers  on  a  market-by-mark«jll 

basis,  rather  than  by  signing  1 

single  HMO  to  provide  coverajj 

nationwide. 

And    one    more    concei 
company  sinks  into  medl 
ocrity.  So  it  goes.  ■" 
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The  Up  &  Coiners 


Lessons 


t  takes  courage  for  an  independent  com- 
pter systems  firm  to  compete  with  IBM. 
3ut  as  Shared  Medical  Systems  'fames  Mac 
ileer  is  finding,  courage  alone  won't  do. 

A  niche 
is  not  enough 


By  Ignatius  Chithelen 


James  Macaleer,  founder  of 
Shared  Medical  Systems,  found 
his  niche  the  classic  way.  In  the 
:ourse  of  making  his  rounds  as  a  med- 
cal  marketing  manager  with  IBM  in 


the  1960s,  Macaleer,  now  54,  saw  an 
unmet  demand  by  hospitals  for  com- 
puter systems  to  automate  financial 
and  patient  care  information.  In  1969 
Macaleer,  a  chemical  engineering 
graduate  of  Princeton,  and  two  fellow 
IBMers  started  Shared  Medical  to  pro- 


I 


Carter  Goodrich 


i 


_ . 


duce  such  systems.  They  took  the 
company  public  in  1976. 

Shared  Medical's  initial  success 
was  also  classic — as  have  been  its  re- 
cent problems.  From  1977  to  1985, 
revenues  climbed  to  over  $300  mil- 
lion, earnings  to  $42  million  ($1.66  a 
share),  despite  heavy  R&D  spending. 
Last  year  Shared  Medical's  market 
value  hit  $1.3  billion.  (Macaleer  and 
other  insiders  own  5.3%.) 

But  now  the  Malvern,  Pa. -based 
company  is  sliding.  Last  year  reve- 
nues moved  up  4%,  to  $391  million. 
Earnings  were  $1.80  per  share,  an  in- 
crease thanks  to  a  large  writeoff  of 
discontinued  operations  in  1986.  The 
stock  has  dropped  from  over  50  to  a 
recent  22.  A  pending  shareholders' 
class  action  suit  charges  Macaleer  and 
other  officers  with  improperly  cash- 
ing in  over  $6  million  of  stock  at  peak 
prices.  Management  denies  the 
charges,  but  about  the  company's 
problems  Macaleer  is  keeping  mum. 
"I  won't  gain  anything  by  speaking  to 
Forbes,"  he  explains. 

But  there  is  no  mystery  to  Shared 
Medical's  basic  problem.  It  lies  in  its 
failure  to  keep  pace  with  changing 
computer  technology  and  with  tough- 
er-than-ever  competitors  in  a  matur- 
ing market.  Until  the  early  1970s, 
SMS  and  a  few  other  competitors  cap- 
tured a  good  share  of  the  market  by 
signing  up  hundreds  of  hospitals  to 
share  a  mainframe  computer,  thereby 
avoiding  heavy  investment  in  main- 
frames and  personnel.  That  strategy 
has  been  made  obsolete  by  the  advent 
of  cheaper  and  equally  powerful  mini 
and  personal  computers.  Competitors 
like  Atlanta's  HBO  &  Co.  quickly 
used  the  technological  advances  to  of- 
fer reasonably  priced  in-house  turn- 
key systems  to  hospitals.  (HBO's  rev- 
enues grew  rapidly,  to  $175  million 
last  year,  although  HBO,  too,  has  run 
into  problems  with  demand  and  with 
digesting  acquisitions.) 

According  to  studies  by  James  Reep 
of  Long  Beach's  health  care  manage- 
ment consultants,  First  Consulting 
Group,  less  than  half  of  the  U.S.'  near- 
ly 6,000  community  hospitals  have 
over  200  beds,  and  thus  are  big  enough 
to  find  enough  cost  efficiencies  to 
warrant  large-scale  computerizing. 
Making  matters  worse  are  health  care 
budget  cuts  and  falling  occupancy 
rates  at  many  hospitals.  Says  Reep: 
"SMS  and  other  vendors  in  the  hospi- 
tal information  systems  market  have 
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Introducing  a  completi 
It  gives  you  the  one  thing  you  alwd 

Elegance.  Luxury  Front-wheel  drive  technology.  Electronic  fu 

•  Advanced  front-wheel  drive  •  Powerful  new  V-6  engine  ^^ 

•  Electronic  fuel  injection  •  Four-wheel  disc  anti-lock  braking  sysk 

•  Self-leveling  suspension  •  Crystal  Clear  paint 

•Adjustable  front  and  rear  seat  headrests  •  Power  rack-and-pinion  steering 

•  Automatic  temperature  control  air  conditioning 

-  Power  six-way  driver's  seat  •  Mark  Cross  leather  seating 

•  Rear-seat  stereo  headphone  controls 

•  Electronic  instrument  panel  •  Electronic  speed  control 

♦  On  board  travel  computer  •  Crystal  Key  owner  care 


i  warranty  Deductible  on  powertram  jft<*  5/50  ft 


LANDAU  MODEL 


/  Chrysler  New  Yorker 
jnted  in  a  luxury  car  Everything. 

i  >tal  Key,  the  ultimate  owner  care  program.  Everything. 

INTRODUCES  THE  CRYSTAL  KEY  PROGRAM. 
.VNER  CARE  THAN  EVEN  ROLLS  ROYCE  OR  MERCEDES. 

■  mile  Basic  Car  Warranty.+  This  covers  the  entire  car.  You  just  take  care  ot  normal  mainte- 
f  items,  we  take  care  of  the  rest.  An  conditioning,  engine,  powertrain, 
ents,  fuel  systems,  front  suspension,  engine  cooling  system...the  works. 
•  iductible  cost  to  you  either 
?u,000  mile  Protection  Plan:  If  you  keep  the  car  over  five  we  still  cover  the  engine  and 

feet  outer  body  rust-through  for  7  years/100,000  miles,    r—z 

■r  Hotline  ;  toll-free  "800"  telephone  number  for  you  to  call       "y0 

we  any  question  on  warranty  or  service.  s)ei  jP^TO 


CHRYSLER.  DRIVING  TO  BE  THE  BEST. 
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eoa401(k)plan  seems 
a  problem  than  a  benefit 


*^SS2s- 


ext  iso 


Establishing  and  main- 
taining a  401(k)  plan  for 
your  employees  should 
be  a  readily  attainable 
goal. 

At  Scudder,  we  deliver 
effective  401  (k)  programs 
which  feature  no-load 
mutual  funds.  We  under- 
stand the  retirement 
planning  needs  of  companies  like  yours 
so  thoroughly,  we  can  make  your  plan  a  virtually  turnkey  operation. 

Scudder,  Stevens  &  Clark  has  been  a  professional  money  manager 
since  1919,  and  now  manages  over  $30  billion.  Call  Scudder  today 
and  turn  our  experience  to  your  benefit.  1-800-323-6105  Ext.  150 

For  more  complete  Information,  including  management  fees  and  expenses,  call  for  a  current  pro- 
spectus Read  carefully  before  you  invest  or  send  money  Scudder  Fund  Distributors,  Inc.,  Underwriter. 

SCUDDER 


Why  27,454  firms 
depend  on  Tiffany's  Corporate  Division. 

A  celebrated  design  staff  that  can 

create  one-of-a-kind  masterpieces  for  your  most 

important  customers  and  employees. 

Perhaps  the  oldest  and  largest 
corporate  gift  division  in  the  U.S. 

Tiffany's  distinctive  blue  box. 

A  custom-tailored  service  recognition  program. 

Exclusive  Tiffany  sales  incentive  gifts 
that  recipients  cherish  forever. 

Tiffany  corporate  dining  accessories. 

An  account  executive  who 

takes  personal  pride  in  serving  all 

your  business  needs. 


To  receive  a  catalogue, 

open  an  account  or  place  an  order, 

simply  call  800-423-2394. 

Tiffany  &  Co. 
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bumped  up  against  a  demand  ceiling.' 
Under  this  ceiling,  competition  ha 
grown  fierce.  There  are  now  over  8( 
vendors  in  the  $2.5  billion  hospita 
computer  systems  market.  Macalee 
can  handle  most  of  these.  But  hi 
salesmen  increasingly  are  pittec 
against  those  of  his  old  employer 
IBM.  Market  share  data  compiled  b; 
Foster  City,  Calif. 's  R.L.  Johnson 
Associates  show  that  IBM  now  hold 
some  35%  of  the  hospital  informatioi 
systems  market.  James  Reep  adds  tha 
IBM  is  now  being  more  assertive,  us 
ing  its  software  and  turnkey  applica 
tions  to  sell  more  hardware  and  set 
vices,  tightening  the  squeeze  on  inde 
pendent  vendors  like  SMS.  A  pric 
war  that  broke  out  in  1985  forced  Bax 
ter  Travenol  to  cut  staff  at  its  infoi 
mation  systems  division.  Other  ver 
dors  folded  or  were  acquired  by  Mc 

Shared  Medical's  problem 
is  its  failure  to  keep 
pace  with  changing 
technology  and  tougher- 
than  ever  competitors  in 
a  maturing  market. 

Donnell  Douglas,  HBO  &  Co.  an 
others.  Despite  the  consolidatioi 
price  discounts  continue,  as  does  th 
downward  pressure  on  margins. 

Overseas,  too,  Macaleer  has  stun 
bled.  After  taking  a  writeoff  of  som 
$20  million  on  closing  Shared  Med 
cal's  Japanese  operations  two  yeai 
ago,  Macaleer  concentrated  on  its  Ei 
ropean  division.  But,  according  to  B; 
har  Gidwani  of  Kidder,  Peabody,  th; 
division  now  is  losing  an  estimated  $ 
million  each  quarter. 

About  two  years  ago  Shared  Med 
cal  introduced  its  Independence  syi 
tern.  This  is  a  $3-million-a-copy  IB? 
mainframe-based  system  for  both  f 
nancial  and  patient  care  data  that  o 
fers  in-house  and  shared  processir 
options.  The  product  is  aimed  at  larj 
er  hospitals,  where  Shared  Medic; 
will  face  continued  hard  slogginj 
"IBM  products  are  considered  goc 
investments,"  explains  Ronald  Johi 
son,  "especially  by  the  larger,  moi 
sophisticated  bospitals."  So  far,  o: 
ders  for  the  new  Independence  proc 
uct  have  been  disappointing. 

Macaleer  himself  is  a  long  way  fror 
his  last  nickel.  Even  at  current  pri« 
his  holding  in  the  company  is  wort 
some  $22  million.  And  financially 
the  company  is  in  no  immediate  dar 
ger:  Debt  is  modest,  cash  flow  stronj 
and  there's  a  $55  million  cash  cusf 
ion.  Perhaps  anticipation  of  a  chang 
in  ownership  is  keeping  the  stoc 
perched  at  current  levels.  ■ 
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"Know  who  really  loses  when  you  win?  It's  not 
;t  the  other  guy.  In  a  comeback,  its  all  the  experts 
10  said  you  couldn't  do  it.  And  the  best  part  is 
oving  them  wrong — in  front  of  the  whole  world. 

"To  win  the  big  one,  you've  got  to  believe.  There's 
>  Comeback  Manual  or  magic  formula.  When  you 
low  you've  got  it,  you  just  work  until  you're  back 


on  top.  It's  fundamentals.  It's  hours.  And  it's  heart. 
And  after  you've  won.  you  don't  stop.  Think  about 
it — you've  never  been  in  better  shape,  why  not 
keep  on  winning. 

"Look,  a  comeback  is  something  I  know  about. 
And  I'll  tell  you,  Frank  B.  Hall  isn't  just  coming  back 
— they  are  back." 

—Sugar  Ray  Leonard 
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■loyee  benefits  consulting,  and  risk  management  services. 

Frank  B.  Hall  &  Co.  Inc. 

549  Pleasantville  Road  Briardiff  Manor,  NY  10510  (914)  769-c 
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S.  companies  that  claim  they  cant  com- 
pete in  world  markets  should  study  the 
high-voltage  success  of  AMP  Inc. 

Worldwide 
connections 


By  Alyssa  A.  Lappen 


Here's  a  company  most  folks 
have  probably  never  heard  of. 
Even  so,  we'll  wager  it's  more 
a  part  of  your  life  than  perhaps  any 
other  company  we  can  think  of.  It's 
the  world's  leading  maker  of  electron- 
ic doodads  called  connectors — and 
they're  everywhere. 

That  AT&T  Touch  tone  phone  by 
your  bed  has  40  electrical  connections 
requiring  connectors.  There  are  60  or 
so  in  the  GE  stove  in  your  kitchen,  20 
more  in  the  Frigidaire  freezer  in  the 
pantryway.  There  are  half  a  dozen  in 
the  Black  &  Decker  toaster  on  the 
counter  and  hundreds  in  the  Mer- 
cedes-Benz out  in  the  garage.  In  short, 


here's  a  product  without  which  you 
couldn't  get  out  of  bed  and  to  work 
each  day.  And  once  you  are  at  the 
office,  there  are  thousands  of  them — 
in  the  PC  on  your  desk,  in  the  photo- 
copier down  the  hall,  in  the  PBX  board 
in  the  lobby. 

Why  call  your  attention  to  this  lit- 
tle-noticed company?  Because  of  the 
600  or  so  microelectronics  companies 
that  produce  electrical  connectors 
worldwide,  none  comes  close  to  the 
dominant  global  presence  of  Harris- 
burg,  Pa. -based  AMP  Inc.  (1987  reve- 
nues, $2.3  billion). 

Anyone  who  gripes  that  U.S.  com- 
panies have  lost  their  technological 
edge  and  can  no  longer  compete  in 
global  markets  needs  to  take  a  good 


hard  look  at  AMP.  The  firm  control 
15%  to  20%  of  the  world  market  fo 
electrical  connectors  and  is  als 
steadily  gaining  ground  on  rivals  ev 
erywhere.  Supplying  its  electrical  de 
vices  from  factories  in  17  countries 
AMP  stamps  out  tens  of  billions  o 
parts  each  year  for  companies  as  di 
verse  as  Japan's  Honda  Corp.,  Sie 
mens  A.G.  of  West  Germany  an 
Boeing  Corp.  of  Seattle. 

Connectors  are  usually  metal  de 
vices,  from  a  tiny  fraction  of  a  centi 
meter  to  several  inches  wide,  whic 
join  wires,  cables  and  circuits.  Ther 
is  nothing  arcane  in  the  basic  materi 
als  (chiefly  copper).  Why,  then,  AMP' 
grip  on  the  business? 

"They're  like  a  Japanese  compan 
in  the  middle  of  Pennsylvania,"  say 
First  Boston  analyst  John  Geraght) 
How  so?  For  openers,  AMP  has  un 
flinchingly  followed  its  markets  ovei 
seas,  starting  with  factories  in  Canad 
and  France  in  1952. 

"Whenever  a  market  developed  sui 
ficiently,  we  went  in,"  says  Chief  Ex 
ecutive  Officer  Walter  Raab,  wh 
joined  AMP  as  a  comptroller  in  195c 
Thus,  in  1959  when  Fiat  no  longe 
wanted  to  import  AMP  connector 
from  France,  AMP  moved  to  Italy 
where  it  now  makes  more  than  ha 
the  connectors  that  go  into  Fiat  veh 
cles.  Last  year  AMP  opened  ne\ 
plants  in  Taiwan,  South  Korea,  Sing; 
pore  and  even  in  Switzerland.  Alon 
the  way,  AMP's  return  on  equity  ha 
averaged  23%  for  the  last  ten  year; 
even  though  the  company  has  virtua 


\iUl> 


'»  a  broken  record:  low  cost,  quality  and  service. 
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The  Most  valuable 
In  Tody's  Real  Estate 


Knowledge. 

In  fact,  accurate  informa- 
tion about  commercial  real 
estate  is  more  valuable  than 
the  real  estate  itself. 

Coldwell  Banker  provides 
that  knowledge.  And  lever- 
ages  it  with  the  vision  and 
experience  o\'  more  than 
3,^00  professionals  in  over 
100  offices. 

You  can  turn  to  Coldwell 
Banker,  confident  that  real 
estate's  most  valuable  asset 
will  be  working  for  you. 

Coldwell  Banker 
Knows 
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TAKE  A  LOOK  AT  THE  RECORD! 


Objective: 
Growth  for  the 
Years  Ahead. 


Fidelity  Capital  Appreciation  Fund. 


Investors  with  long-term  growth  objectives  should  consider  Fidelity 
Capital  Appreciation  Fund  as  part  of  a  diversified  investment  plan.  Capi- 
tal Appreciation  Fund  is  aggressively  managed  to  identify  those  stocks 
with  high  potential  for  growth  in  the  years  ahead-stocks  of  large  and 
small  companies  in  markets  both  here  and  abroad. 

TAKEALOOKATTHERECORD!  Fidelity  Capital 

Appreciation  Fund  has 
achieved  a  total  return 
of  -9.3%  since  the  fund 
began  on  11/26/86  vs. 
8.7%  for  the  S&P  500. 

The  fund's  share  price  and  return  will  vary,  and  you  may  have  a  gain 
or  loss  when  you  sell  your  shares 

\s  a  Fidelity  investor  you'll  enjoy:  •  24-hour  toll-free  service  •  Conve- 
nient exchange  among  65  funds  •  Free  subscription  to  Investment 
Vision  Magazine 

Fund  total  returns  are  historical  and  include  change  »'  shire  price,  reinvestmeni  of  di>  idends  and 
capital  gains,  and  the  effect  ol  Its  2%  sales  charge  and  r    redemption  fee  Average  annual  total 
retui  ns  assume  .i  stead)  compounded  rate  of  return  and  are  not  the  fund  s  year-by-year  results, 
which  varied  over  the  periods  shown  Figures  for  the  S&P  500  (.iri.uiMiTcdn-.idnn.irk  of  — 
Standards  Pooi  s  Corporation)  an  umnanaged  index  of  common  stock  prices,  include     ™"**G 
reinvestmeni  of  dividends  Fact  Kit! 


Fidelity  Capital  Appreciation  Fund. 

For  a  free  Fact  Kit  including  more  complete  information  on  rnanagemenl 
onsi's  please  call  or « rite  for  a  free  prospectus.  Read  ii 

west  or  send  money.  Fidelity  Distributors  Corpora-  (v— • » 
al  Distribution  \gem  I,  P.O  Box  660603,  Dallas,  I  \  — » 

7526( 


INVESTMENT 
RESULTS* 

(periods  ended 
3/31/88) 

CAPITAL 
APPRECIATION 

S&P  500 

1  YR 

LIFE  OF  FUND 

1YR. 

LIFE  OF  FUND 

CUMULATIVE 
TOTAL  RETURN 

3.1% 

29.3% 

-8.3% 

8.7% 

AVG.  ANNUAL 
TOTAL  RETURN 

3.1% 

21.0% 

-8.3% 

6.4% 

Call  toll-free  24  hours 

1-800-544-6666 

i      In  Mass  call  collect  617 


1*)N 


Fidelity 
Investments 
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ly  no  long-term  debt. 

AMP  does  its  global  business  b] 
following  the  maxim  "When  ill 
Rome.  ..."  Each  subsidiary  is  staffei 
entirely  by  locals — AMP  Japan  by  Tap 
anese,  AMP  France  by  Frenchmen 
AMP  Svenska  by  Swedes.  Top  manag 
ers,  too.  Says  Gerald  Englehart,  th< 
stateside-based  head  of  AMP's  inter 
national  division  for  20  years,  "Yoi 
need  people  who  speak  the  language 
know  the  customs  and  can  recrui 
qualified  people." 

AMP  also  runs  the  tightest  over 
head  operation  in  the  industry.  "Sine 
1975  AMP's  international  volume  ha 
grown  five  or  six  times,  but  employ 
ment  overseas  has  grown  only  30%, 
notes  Jerry  Labowitz,  a  Merrill  Lyncl 
analyst  who  has  followed  AMP  fo 
over  a  dozen  years.  In  1987  AMP' 
aftertax  profit  margins  in  Europe  am 
the  Far  East  averaged  13%,  versu 
8.2%  in  the  U.S.  Even  when  the  dolla 
was  at  its  peak,  its  margins  oversea 

"They're  like  a  Japanese 
company  in  the  middle 
of  Pennsylvania,"  says 
First  Boston  analyst 
John  Geraghty. 

were  about  10% — giving  plenty  c 
room  to  fend  off  rivals  and  hold  on  t< 
customers. 

Make  no  mistake,  though.  The  poll 
cies  that  have  made  AMP  so  success 
ful  overseas  originated  in  the  horn 
office,    with    AMP    founder    Uncai. 
Whitaker.  Dedication  to  customers 
for  example,  is  sacrosanct.  "I  sounji 
like  a  broken  record,"  Chief  Execul' 
tive  Raab  says,  "but  you  have  to  bi 
the  low-cost  producer  and  have  excel 
lent  quality — including  service  an< 
on-time  delivery." 

All  that  takes  research,  and  AMP  i 
nothing  if  not  innovative.  To  kee 
sales  climbing  15%  a  year  (as  the 
have  for  30  years),  it  has  invariabl 
invested  an  average  of  9%  of  sales  ii 
research,  development  and  engineer 
ing — one  of  the  highest  rates  in  th 
industry.  The  firm  holds  more  thai 
10,000  patents  worldwide  and  eacl1 
year  introduces  roughly  a  dozen  ne\j 
families  of  patented  connectors  witJj 
hundreds  or  even  thousands  of  parts 

Take  fiber  optics,  into  which  AM! 
has  pumped  more  than  $100  million 
The  firm  now  has  a  family  of  high 
speed  fiber  optic  devices,  with  mor 
products  on  the  way.  Or  its  new  lin 
of  cable  and  data  communication  con 
nectors  designed  for  "smart"  build 
ings.  These  make  it  possible  to  hni 
together  virtually  any  kind  of  voice  o. 
data  communications  equipment. 
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When 
you  buy 

yourself 
a  Maserati 


you 


•  • 


n't 


J 


expect  a 
factory  rebate 


When  you  choose  the  best,  the  only 
reward  you  expect  is  top  quality. 
And  top  quality  is  what  makes  VARIG's 
service  to  Brazil  and  Japan  so  different. 
Beginning  with  the  people  who  own  it. 
Since  1945,  VARIG  has  been  owned  by 
its  employees  who  have  helped  build  it 
into  one  of  the  largest  privately  owned 
airlines  outside  the  United  States. 


Today,  on  five  continents  VARIG's 
reputation  for  sound  management, 
the  newest  state-of-the-art  aircraft 
and  dedication  to  quality  service 
is  well  known. 

Perhaps  these  are  some  of  the  rea- 
sons our  frequent  flyers  consistently 
choose  VARIG's  matchless  service  over 
other  airlines'  frequent  flyer  points. 


VARIG  SERVES  BRAZIL  AND  JAPAN  WITH  27  FLIGHTS  A  WEEK  FROM  NORTH  AMERICA. 


V^RIG 


The  World  Class  Airline  of  Brazil. 
Since  1927. 


THE  Check  your  local  listing 

Mclaughlin  for  station  andtime- 

GROUP    Robert  Novak.  Morion  Kon.dracke.Jack  Germond. 

And,  of  course,  John  McLaughlin. 

They're  award-winning  journalists  on  the 
Washington  scene.  Every  week  on  "The  McLaughlin  Group" 
they  deliver  riveting  commentary  on  issues  and  people  of 
national  importance. 

So  if  you're  interested  in  w  here  the  trends  are  head- 
ed, tune  in  to  this  feisty  political  talk  show.  These  authorities 
take  the  issues  seriously,  not  themselves. 

Made  possible  by  a  grant  from  GE. 

We  bring  good  things  to  fife. 


Scudder  New  Asia  Fund,  Inc. 


Investment  manager:  Scudder,  Stevens  &  Clark,  Inc. 

Scudder  New  Asia  Fund  is  a  diversified  closed-end 
investment  company  whose  shares  are  listed  on 
the  New  York  Stock  Exchange. 

For  a  copy  of  the  latest  annual  report,  please  write: 

Scudder  New  Asia  Fund,  Inc. 

c/o  Scudder,  Stevens  &.  Clark,  Inc.:  Dept.  C.B. 

345  Park  Avenue 

w  York,  New  York  1 0 1 54-0004 


new   computerized 
to    make    "wiring 
of    connec- 


This  is  applied  R&.D,  not  basic  re- 
search, tightly  geared  to  customers 
To  move  goods  in  high  volume, 
AMP's  2,000  scientists  and  engineers 
work  with  manufacturers  at  every 
stage  of  their  product  development, 
creating  both  new  connectors  and 
new  automatic  assembly  machines  to 
help  install  them.  One  novel  AMP 
device,  a  boon  for  computer  compa 
nies,  produces  600  variable-length  rib- 
bon cable  assemblies  per  hour — and 
tests  the  assemblies. 

West  German  automakers, 
wise,  are  using 
AMP  machines 
harnesses" — collections 
tors  and  wires — in  the  blink  of  an  eye 
In  Japan  AMP  has  developed  dozens  ol 
exclusive  connector  families  for  Hon- 
da, Toyota  and  Nissan.  When  Japanese 
manufacturers  begin  making  cars  in 
the  U.S.,  AMP  parts  will  be  coming 
home  with  them. 

AMP  has,  of  course,  stumbled  from 

AMP  is  nothing  if  not 
innovative.  To  keep  sales 
climbing  1 5%  a  year, 
it  invariably  invests  9%  of 
sales  in  research. 


time  to  time.  In  the  early  1980s  it 
expanded  production  so  fast  that  it 
was  caught  after  the  1982  downtur 
with  too  much  capacity.  Thus,  ir 
1985,  AMP's  corporate  aftertax  mar- 
gins were  reduced  to  a  ten-year  low  of 
6.6%  and  its  return  on  equity  tc 
11.2%.  Moreover,  the  company  large- 
ly missed  out  on  the  U.S.  automotive 
and  military  markets — partly  because 
Detroit  has  traditionally  made  its 
own  connectors  and  also  because 
AMP  preferred  to  avoid  the  Penta- 
gon's red  tape. 

Even  when  performance  is  good, 
however,  AMP's  managers  are  urged 
to  push  for  better.  In  1984  Raab  was 
already  planning  to  cut  staff,  close 
plants  and  was  working  on  new  corpo- 
rate quality  and  engineering  excel 
lencc  programs.  His  ambitious  goa 
then:  over  the  next  five  years  to  im 
prove  by  a  factor  of  ten  on  50  different 
measures — everything  from  shorten 
ing  the  time  it  takes  to  deliver  prod 
ucts  to  cutting  the  percentages  o: 
scrap  and  imperfect  parts.  By  last  yeai 
AMP  had  met  10%  of  these  goals  anc 
made  big  gains  on  nearly  everythinj 
else.  Even  so,  Raab  has  now  asked  for 
another  tenfold  improvement — this 
time  in  three  years.  With  $2.3  billior 
in  sales  already  under  its  belt,  those 
arc  ambitious  goals  indeed.  But  AMP 
is  a  good  bet  to  meet  them — just  as  it 
has  been  doing  all  along.  ■ 
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DOM-HOTEL  •  COLOGNE 

PART  OF  THE  FINEST  COLLECTION 
OF  HOTELS  IN  THE  WORLD. 


What  is  the  Dom-Hotel? 

It  is  one  of  Europe's  finest  hotels  in 

!  of  Europe's  most  beautiful  settings 

neath  the  imposing  twin  spires  of  the 

^at  Gothic  cathedral  of  Cologne. 

It  is  a  tranquil  haven  where  the  sound 

distant   church   bells   and   splashing 


fountains  create  a  relaxed  atmosphere  in 
the  heart  of  this  bustling  city  centre. 

It  is  126  rooms, 
each  individually 
furnished     with 


19th  century  prints 
and  idiosyncratic 
pieces  of  antique 
furniture.  It  is  the 
famous    Dom-Hotel 


restaurant.    Classic 


French  and  German  dishes  served  under 
Venetian  chandeliers  amid  painted  tortoise- 
shell  walls. 

It  is  one  of  the  world's  most  popular 
meeting  places,  where  businessmen  gather 
in  the  famous  'Salons'  surrounded  by 
marble  fireplaces  and  antique  mirrors. 

It  is  traditional  five  star  hotel  service 


carried  on  through  the  generations,  from 
the  original  founder  to  his  great-grandson. 
It  is  totally  unique. 

But,  above  all,  it  is  Trusthouse  Forte. 


Trusthouse  Forte  Hotels 


TOLL  FREE  00&222  446  BAHRAIN,  TOLL  FREE  231021  BELGIUM,  BRUSSELS  (02)  649  2110  CANADA.  TOLL  FREE  1-800  225  5843  DENMARK.  COPENHAGEN  (01)  13  5544  FRANCE.  PARIS  (01)  426  11065  IRELAND. 
I  764401  ITALY.  MILAM  (02)  6702613  JAPAN,  TOKYO  (03)  508  2351  NETHERLANDS.  AMSTERDAM  (020)  737777  NORWAY,  OSLO  (02)  417020  SAUDI  ARABIA.  JEDDAH.  TOLL  FREE  6512153  SPAIN.  MADRID  (01)  2414157/70 
rOCKHOLM  (08)  66301 15  SWITZERLAND.  ZURICH  (01)  21 1  0806  UNITED  ARAB  EMIRATES,  DUBAI  (04)  245246  UK.  LONDON  (01)  567  3444  USA.  TOLL  FREE  1-800  225  5843  WEST  GERMANY.  FRANKFURT  (4969)  239196 

OR  SEE  YOUR  TRAVEL  AGENT 


Profiles 


By  Steve  Weiner 


Although  he  controls  a  $3  billion  empire, 
real  estate  tycoon  Jerry  Wexler  is  nearly 
invisible,  even  in  his  own  hometown. 

An  "unstructured" 

tycoon 


SlOC  1 


Jupiter  Industries  ( batrm  kr 

Tennis  fanatic,  shrewd  businessman  and  soft  touch. 


Jerry  Wexler  is  low-profile, 
even  in  his  hometown  of  Chica- 
go. He  is  so  low-profile  that  his 
partner,  Edward  Ross,  convinced  Chi- 
cago magazine  that  Wexler  is 
gnomelike  5  foot  3  when  he's  actually 
a  lean  5  foot  7.  Wexler  is  such  a  phone 
freak  that,  as  a  gag,  friends  arranged  to 
hand  him  a  telephone  during  an  air- 
plane flight  long  before  aerial  calls 
were  possible.  "He  talked  for  more 
than  a  minute  before  he  realized  nc 
one  was  there,"  says  Saul  Sherman, 
chairman  of  Allied  Products  Corp 
and  one  of  the  pranksters. 

Jerry  Wexler  minds  neither  his  lack 
of  celebrity  nor  practical  jokes  by 
friends.  With  partner  Ross  and  then 
holding  company,  Jupiter  Industries 
Wexler  controls  assets  of  perhaps  $i 
billion,  including  some  of  Chicago's 
best  properties,  two  public  companies 
and  interests  in  trucking,  construe 
tion,  manufacturing  and  finance.  His 
family's  net  worth,  close  observers 
believe,  is  at  least  $250  million. 

Wexler  has  bought  and  sold  hun 
dreds  of  prime  properties  during  a  42 
year  career.  He  spotted  potential 
formerly  unattractive  areas  such  as 
Chicago's  Streeterville,  an  area  east  o 
North  Michigan  Ave.,  where  his  proj 
ects  became  anchors  for  later  success 
ful  development.  He  is  part  owner  o 
Chicago's  Lake  Point  Tower,  at  7( 
stories  the  world's  tallest  residentia 
structure.  He  has  owned  all  or  part  o 
four  blocks  along  North  Michigar 
Ave.,  the  city's  premier  commercis 
street.  At  the  moment  he  is  renovat 
ing  the  37-story  Playboy  Building,  his 
own  headquarters,  on  North  Michi 
gan.  His  two  dozen  hotels  include,  ii 
Chicago,  the  luxurious  Drake,  the  Ex 
ecutive  House,  the  Oxford  House  anc 
the  Ambassador  West.  "I've  built 
major  building  for  every  year  I've  beer 
in  business,"  says  Wexler. 

Now  64,  he  has  been  pushing  intc 
other  cities  as  well.  He  plans  to  buile 
South  Park,  a  $500  million  three 
block  development  in  downtown  Lo< 
Angeles.  In  Manhattan,  he  built  th( 
Vista  Hotel  at  the  World  Trade  Cente 
in  1981  and  awaits  planning  reviews 
to  begin  an  apartment  and  hotel  build 
ing  at  the  Jacob  Javits  Conventior 
Center  on  the  Hudson  River.  Abou 
half  his  20  projects  now  under  way  ar( 
situated  outside  Chicago. 

Real  estate  dominates,  but  Wexle 
has  other  things  going  for  him.  H< 
controls  JG  Industries,  the  $231  mil 
lion  (sales)  retailer  that  used  to  b( 
known  as  Goldblatt  Bros.  Through  JC 
he  also  controls  another  public  com 
pany,  Huffman-Koos,  the  River  Edge 
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"KELLY 
PEOPLE  JUST 
WALK  RIGHT  IN 
AND  DO  THE 

JOB  LIKE 

THEY'VE  BEEN 

WORKING 

HERE  FOR 

YEARS." 


'Vacations,  peak  work  loads,  special  projects  —  I  never  have  to  worry.  When  I 

need  temporary  help,  I  just  call  Kelly  Services. 

Why  call  anyone  else?" 


THE  FIRST.  AND  THE  BEST. 


©1988  Kelly  Services.  Inc 


Fifty  years  ago,  the  invention  of 
Xerography  revolutionized 
office  productivity  Today,  Xerox 
50  Series  Copiers  do  it  again. 


Fifty  years  ago,  a  man  named  Chester 
Carlson  invented  a  process  called 
Xerography.  And  forever  revolutionized  t 
way  documents  are  processed  in  the  offic 

Today,  Xerox  announces  the  next 
revolution  in  office  productivity— new 
Xerox  50  Series  Copiers,  the  latest 
advance  in  document  processing.  Copier 
that  are  more  productive— by  design. 
Highly  advanced  in  technology.  Yet  totall 
simple  in  operation.  And  productive 
beyond  your  expectations. 


XEROX 


I  ry  one  of  the  50  Series  Copiers 

f  see  here,  from  desktop  to  duplicator, 

J  new  standards  in  copy  quality, 

•(  ability  and  ease  of  use.  They  maintain 

I  r  copy  speed,  even  on  tasks  that 

I  v  other  copiers  down.  And  their  utter 

>  plicity  of  design  gives  new  meaning 

•  le  terms  "minimum  maintenance" 

i  "maximum  up-time." 

I  whether  you  need  a  single  copy  or 
i  jndred  copies  of  a  report  fully  bound, 
re's  a  Xerox  50  Series  Copier  to  get 


the  job  done.  More  efficiently.  More 
easily  than  any  other  copiers  since  the 
invention  of  Xerography. 

50  Series  Copiers  are  backed  by  the 
expertise  and  support  of  Team  Xerox, 
the  world  leader  in  document 
processing.  To  find  out  how  50  Series 
Copiers  can  make  the  processing  of 
your  documents  more  productive,  call 
1-800-TEAM  XRX,  Ext.  283C. 
Team  Xerox. 
We  document  the  world. 


I'd  like  to  learn  more  about  (he  Xerox  50  Series  Copiers. 

□  Please  send  me  more  information. 

□  Please  have  a  sales  representative  eontaet  me. 

Send  this  coupon  to: 

Xerox  Corporation.  PO.  Box  24.  Rochester.  NY  14692 


CITY  STATt  ZIP 

152-06-27-88 

II  you  can't  wait,  call 

l-800-TEAM-XRX,  Ext.  283C 

(1-800-832-6979.  Ext.  283C) 

XEROX"  jnd  SO  Series  .ire  iMdcmjrk,  of  XEROX  CORPORATION 
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N.J.-based  furniture  retailer.  He  and 
Ross,  through  Jupiter,  are  buying  El- 
gin National  Industries,  the  $151  mil- 
lion (revenues)  miniconglomerate 
built  from  the  remains  of  the  Elgin 
watch  company.  No  grand  strategy  is 
at  work.  "We  are,"  says  partner  Ross, 
"unstructured." 

"If  you're  going  to  do  business  in 
Chicago,  Jerry  is  the  guy  to  get  it 
done,"  says  Jim  Nordstrom,  president 
of  Nordstrom  Inc.,  the  Seattle-based 
retailer  now  dickering  with  Wexler 
over  North  Michigan  Ave.  space. 
Adds  JG  President  William  Hellman, 
"People  go  to  him  because  no  one  has 
ever  lost  a  dime  doing  business  with 
Jerry  Wexler." 

Which  explains  why  he  has  become 
such  a  powerful  magnet  for  deals. 
During  a  typical  recent  day,  he 
worked  on  proposals  for  both  the 
South  Park  and  Nordstrom  projects.  A 
delegation  from  Italian  designer  Paolo 
Gucci  arrived  to  propose  a  partnership 
to  develop  super-luxury  resort  hotels. 
A  son-in-law  demonstrated  "Mr. 
Flick, "  a  vending  machine  (and  family 
business)  that  rents  videotapes.  And 
Bruce  Wasserstein,  the  former  First 
Boston  investment  banker  who  now 
runs  his  own  shop  with  Joseph  Pe- 
rella,  dropped  by  to  discuss  deals. 

Wexler's  office  is  gray-and-taupe, 
leather-and-wood,  decorated,  appar- 
ently, by  a  schizophrenic.  On  one  side 
hang  a  half-dozen  lovingly  displayed 
photos  of  Wexler's  big,  richly  talented 
family — 8  children  and  15  grandchil- 
dren, including  stepdaughters  Daryl 
and  Page  Hannah,  the  actresses; 
brother  Haskell,  a  double  Oscar  win- 
ner for  cinematography;  and  brother 
Yale,  a  former  actor  turned  hotel  man- 
ager and  occasional  producer  of  plays 
and  records.  On  the  other  side  of  the 
office  hangs  a  sculpture  of  four  shark 
heads,  two  of  them  gnawing  on  sev- 
ered fingers.  "A  warning  to  me,  not  to 
others,"  says  Wexler. 

Then  there  are  the  telephones. 
Wexler  rarely  is  away  from  one  for 
more  than  a  few  minutes.  There  are 
five  in  his  office  alone,  including  di- 
rect lines  to  his  wife  and  lawyer.  He 
has  them  installed  at  his  tennis  courts 
at  his  homes  at  Long  Grove,  outside 
Chicago,  and  Tellunde,  Colo.,  and  in 
his  bathrooms  and  cars. 

Wexler's  father,  Simon,  owned  and 
operated  all  or  part  of  16  businesses. 
The  largest,  Allied  Radio  Corp.,  a  re- 
tail and  catalog  radio  supply  house, 
was  sold  to  Tandy  Corp.  in  the  late 
1960s.  His  childhood  friends  included 
Jay  Pritzker,  now  head  of  the  billion- 
aire Chicago  family  and  still  a  huddy 
as  well  as  a  rival.  Wexler's 
notions  of  being  a  basketball  coach 


Diane  Schmidt 


Jupiter  Vice  Chairman  Edward  Ross 
Tuition  in  New  York  is  high. 

didn't  last.  Instead,  in  1946,  he  mar- 
ried into  the  George  Lurie  real  estate 
business,  taking  a  job  as  a  broker  and 
later  becoming  a  partner. 

He  was  fust  27  when  he  built  his 
first  major  structure,  a  22-story  apart- 
ment building  on  Chicago's  North 
Side.  A  spate  of  construction  projects 
and  purchases  followed.  By  the  early 
1950s  he  severed  ties  with  Lunc  and, 
with  new  partner  Ross,  a  plumber 
turned  engineer  and  developer,  he  be- 
came a  major  Chicago  player. 

Wexler  is  an  odd  and  engaging  mix- 
ture of  shrewd  businessman  and  soft 
touch.  On  the  one  hand  he  remembers 
mortgage  amounts  from  40  years  ago 
and  the  address  of  every  building  he 
has  owned.  On  the  other,  early  in  his 
career  he  secretly  paid  a  tenant's  $11 
back  rent  after  his  boss  ordered  the 
sobbing  woman's  eviction. 

That  tiny  act  of  charity  established 
a  pattern  for  Wexler,  who  has  been  a 
secret  benefactor  to  many  people.  He 
has  paid  for  the  schooling  of  poor  chil- 
dren. He  bought  a  piano  for  an  immi- 
grant Russian  musician.  He  floated  a 
no-interest  loan  to  save  a  friend's 
commodity  business.  He  has  donated 
thousands  of  dollars  to  programs  to 
upgrade  teacher  quality.  Wexler  usu- 
ally avoids  organized  charities,  believ- 


ing too  little  money  donated  to  them 
actually  gets  to  the  needy.  A  political 
liberal,  Wexler  nonetheless  voted  foi 
Richard  Nixon  and  Ronald  Reagan.  "J 
vote  for  whoever  seems  best  for  the 
country,"  he  says.  Current  choice 
Michael  Dukakis. 

Wexler  and  Ross  review  as  many  as 
20  deals  a  week,  looking  for  potential 
20%  returns  on  investment  in  busi- 
nesses with  competent  managers 
They  generally  construct  deals  using! 
as  large  a  percentage  of  other  peoples 
money  as  they  can.  Consider  his  ac- 
quisition, in  1983,  of  a  46%  stake  in 
JG.  Using  $3  million  borrowec 
against  Goldblatt  assets,  Wexlei 
bought  the  company  out  of  Chaptei 
1 1  and,  in  return,  received  $60  million 
in  tax-loss  carryforward  credits.  JG  i< 
now  comfortably  profitable,  with 
shoe  and  furniture  operations  and 
Goldblatt  revived  by  an  off-price  re 
tail  strategy  in  and  around  Chicago. 

Wexler  is  still  feeling  his  way  i 
other  cities.  It's  a  learning  process 
and  the  tuition  can  be  high.  Wexle: 
and  Ross  were  taken  like  rubes  whe 
they  built  the  Vista  Hotel  in  Ne 
York.  Midway  through  construction 
a  subcontractor   squeezed   him  an 
partner  Ross  for  an  extra  $2  million  i 
cash.  After  near-ruinous  delays,  th 
two  paid  up.  After  the  building  wa 
sold,  they  reckoned  they  had  lost 
total  of  $14  million  on  the  project 
Says  Wexler,  coldly:  "In  Chicago, 
handshake  still  means  a  deal,  but 
New  York,  a  contract  is  only  the  st, 
of  negotiations — or  litigation." 

The  office  he  opened  in  Los  Angelei 
late  in  1986,  run  by  sons-in-law,  stil 
hasn't  figured  out  the  booming  south 
ern  California  market,  he  says.  Jupite: 
lost  a  chance  to  bid  for  Arco  Plaza 
downtown  Los  Angeles,  for  exampl 
because  it  was  slow  to  hear  that  th 
building  was  for  sale  and  slow  to  re 
spond.  Shuwa  Co.  of  Japan  paid  $62.1 
million  for  the  structure  in  1986. 

Wexler's  future  looks  pretty  muc 
like  his  past — unstructured.  He  ha 
transferred  many  assets  to  his  famil 
and  expects  his  sons-in-law  to  replao 
him,  eventually.  But  he  hopes  to  erec 
a  few  beautiful  buildings  before  he': 
through.  And  once  again  he's  buyi: 
land  no  one  else  wants,  notabl 
around  the  notorious,  crime-ridd 
Cabrini  Green  housing  project  oi 
Chicago's  near  North  Side,  for  low 
cost  residential  developments.  Su 
the  area  is  a  combat  zone  now.  Bu 
inevitably,  Wexler  believes,  upgrade 
areas  of  the  city  nearby  will  spill  ove 
and  end  this  blight. 

A  gamble?  Yes,  but  the  land  l 
cheap  and  the  logic  is  all  Wexler:  "Yo 
have  to  be  farsighted  to  see  it."  ■ 
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SPECIAL  ADVERTISING  SUPPLEMENT 

ATLANTA. 
THE  CITY  WITH 
CONNECTIONS. 


Hc^HS 

^^■1 

t  is  not  hard  to  get  lost  in  Atlanta 
these  days.  With  construction 
taking  place  uptown,  downtown 
and  in  between,  even  longtime 
residents  raise  an  eyebrow  or 
two  at  the  detour  signs  sprout- 
ing up  on  familiar  streets.  And 
on  the  southside,  at  the  airport, 
ne  folks  get  a  bit  disoriented  en  route 
oaggage  claim.  Do  not  fear.  Any 
)mentary  confusion  about  where  you 
\  or  need  to  be,  can  be  easily  resolved. 
;t  follow  the  signs— or  follow  the  crowd, 
her  way,  you  can  be  sure  that  some 
inection  is  waiting  at  the  other  end. 
The  city  of  Adanta  has  grown  up.  Like 
!  child  whose  transition  into  adult- 
od  has  been  fast-forwarded  on  a  video 
een,  Adanta  has  matured  virtually 
jrnight.  No  longer  the  sleepy  Southern 
V  once  called  "a  great  little  branch 
ice  town,"  Atlanta  is  home  to  several 
ernational  firms  and  the  headquarters 
numerous  U.S.  corporations.  People 
e  doing  business  in  Atlanta  because 
anections  are  easy  to  make. 

?  International  Connection 

Without  a  doubt,  the  presence  of 
lrtsfield  International  Airport  has  pro- 
lied  Adanta  into  its  high-flying  orbit  as 
"  international  magnet  in  the  Soutiieast. 


Economic  studies  in  Atlanta  clearly  cor- 
relate the  establishment  of  international 
air  routes  with  expanded  international 
trade.  The  Georgia  Department  of 
Industry  and  Trade  reports  that  between 
1975  and  1985,  966  foreign-based  com- 
panies opened  offices  in  Adanta,  repre- 
senting more  than  55,000  jobs  and  an 
investment  of  $5.2  billion. 

Many  international  firms  with  facilities 
in  Adanta  mention  the  accessibility  of  air 
transportation  as  the  prime  reason  for 
setting  up  operations  there.  Because  of 
its  airport,  Atlanta  has  a  decided  advan- 
tage over  other  cities  in  the  Southeast; 
it  has  a  means  of  transporting  people, 
equipment  and  products  in  an  efficient 
and  timely  manner.  Foreign  firms  looking 
for  a  site  in  the  U.S.  are  aware  of  this 
advantage,  and  an  increasing  number  of 
them  are  having  new  stationery  printed 
with  an  Atlanta  address. 

The  number  of  international  banks  in 
Atlanta  has  also  increased  substantially 
in  the  past  decade  or  so— 29  foreign  banks 
have  opened  offices  in  Atlanta,  with  a 
combined  loan  and  asset  portfolio  of 
about  $6  billion.  Five  of  these  banks  rank 
among  the  world's  top  ten. 

Adanta's  transition  to  a  city  with  strong 
international  linkages 
began  in  the  mid-1970s 
when  then-Governor 
George  Busbee  lobbied 
successfully  for  relaxed 
international  banking 
laws  and  direct 
international  flights. 
Former  Governor 


By  Fay  McDonald  Smith 

Jimmy  Carter's  ascendancy  to  the  White 
House  helped  pinpoint  Atlanta  and 
Georgia  on  the  map  of  international 
investors.  The  current  administration  of 
Joe  Frank  Harris,  along  with  the  Atlanta 
Chamber  of  Commerce,  has  supported 
trade  missions  to  Japan,  Taiwan  and 
other  countries  to  promote  the  city's 
progressive  business  environment. 

The  international  plantings  of  earlier 
years  have  come  to  fruition  through  the 
efforts  of  Mayor  Andrew  Young.  As  for- 
mer ambassador  to  the  United  Nations, 
Mayor  Young  has  continued  his  interna- 
tional connections  as  Adanta's  premier 
ambassador  to  the  world— courting  the 
international  business  community,  spear- 
heading trade  missions  abroad  and 
"talking  up"  Adanta  at  every  opportunity. 
Selling  Atlanta  comes  naturally  to 
Mayor  Young;  he  believes  in  the  city,  and 
his  message  has  paid  off.  Many  city 
observers  directiy  credit  the  Mayor  as 
the  prime  reason  for  Adanta's  reputation 
as  a  burgeoning  international  business 
and  financial  center.  The  city's  interna- 
tional beat  is  also  heightened  by  the 
presence  of  foreign  consulates,  trade/ 
tourism  offices  and  foreign-American 
chambers  of  commerce  operations. 


■■  Transportation,  finance,  communications - 
they're  all  important  assets.  Atlanta  is  well- 
equipped  to  avoid  the  pitfalls  of  older  cities.  It's 
a  young  city  and  has  a  lot  of  positive  variables 
to  utilize  as  it  sets  out  to  control  its  destiny. 

Atlanta  has  a  terrific  infrastructure  -  its  people. 
People  are  highly  motivated  here.  The  city  infuses 
energy;  it  challenges  and  stimulates  you. 

Walter  R.  Huntley,  Jr.,  President 
Atlanta  Economic  Development  Corp. 


■  ■  Like  most,  I  find  Atlanta  a  physically  beautiful 
city.  It  is  also  growing,  caring,  responsive  and 
enthusiastic,  with  an  abundance  of  compassion 
and  support. 

Atlanta  has  a  strong  community  spirit  which 
is  important  from  a  business  standpoint.  A  sense 
of  optimism  on  the  part  of  the  business,  political 
and  civic  leaders  is  the  foundation  on  which 
community  spirit  develops  and  on  which  a  pro- 
gressive business  climate  is  built. 

T.  Marshall  Hahn,  Jr.,  Chairman  and 

Chief  Executive  Officer.  Georgia-Pacific  Corp. 

Chairman.  Atlanta  Chamber  of  Commerce 


Atlanta  is  Serious  Business 


lthough  Atlanta  has 
become  the  darling  of 
the  international 
business  community, 
it  remains  a  special 
favorite  among 
many  U.S.  corp- 
orate leaders.  In 
a  national  survey  of  more  than  600  chief 
executive  officers  and  senior  corporate 
real  estate  executives,  AUanta  gained  top 
honors  as  "America's  best  place  to  do 
business"  (Cushman  and  Wakefield 
Business  America  Heal  Estate  a  loruton 
December  1986).  Atlanta's  healthy  eco- 
nomy, city  and  st, lie  tax  incentives  and 
superior  transportation  all  create  an 
atmosphere  that  is  good  for  business. 
Of  the  top  500  nationally  recognized 
corporations  in  the  U.S.,  16  have  head- 
quarters in  Georgia  and  ten  call  Atlanta 
home.  Two  of  Atlanta's  newest  business 
residents  are  RJRNabisco,  with  I987sales 
of  nearly  $16  billion,  and  the  not-as-profit- 
able, but  high!)  prestigious.  American 
Cancer  Society,  w  huh  is  building  its  new 
headquarters  adjacenl  to  the  National 
(  enters  for  Disease  Control. 


Corporations  discover  that  relocating 
to  Atlanta  creates  a  unique  kind  of  prob- 
lem. Employees  relocating  here  from 
other  areas  of  the  countrv  become  quick 
converts  to  the  Atlanta  life-style.  In  fact, 
it  is  not  uncommon  to  hear  of  yet  another 
corporate  fast-tracker  who  surprisingly 
turns  down  a  promotion  elsewhere— one 
more  victim  of  Atlanta's  charms.  Finding 
qualified  people  to  transfer  to  areas  out- 
side of  Atlanta,  once  they  have  tasted  the 
good  life,  can  present  a  real  challenge 
for  corporate  recruiters  and  personnel 
managers.  Even  money  won't  buy  the 
loyalty  of  die-hard  Atlanta  lovers. 

Atlanta's  strategic  location  places  it 
within  two  hours  living  time  for  80% 
of  the  U.S.  population,  providing  easy 
access  to  and  from  the  city.  Of  the  42 
million  passengers  who  came  through 
Hartsfield  International  Aiqiort  last  year, 
in.inv  traveled  for  business  reasons, 
either  in  Atlanta  itself  or  on  their  w,iv  to 
other  cities.  For  them,  speed  of  business 
communication  is  essential,  and  Adanta's 
transportation  network  enhances  that 
process,  moving  people  quickly  to  the 
decision-makers  the)  need  to  see  or  the 
markets  the)  need  to  touch. 

I  )oing  business  in  Adanta  now  takes 
less  time  since  the  June  1988  opening 
of  the  train  line  from  the  airport  MARIA 
Metropolitan  Atlanta 

Rapid  Transit  Authority) 
provides  train  sen  ice 
from  the  airport  to  the 
downtown  financial 
district  in  just  minutes. 
As  ,i  result,  people  can 
interact  more  quickl) 

.ind  ellicientK.  s.iving 

a  lot  of  time  and  a  lot 

of  stress 


**«** 


As  the  communications  capital  of 
Southeast,  Atlanta  is  the  headquarte 
of  Turner  Broadcasting  System  Inc., 
brainchild  of  Ted  Turner,  one  of  the  ci 
foremost  entrepreneurs.  TBS  curren 
offers  three  far-reaching  services:  Cs 
News  Network,  SuperStation  TBS  a 
Headline  News.  A  fourth  service, Tur 
Network  Television  (TNT),  is  expecte 
hit  the  airwaves  soon  with  innovative  \ 
explosive  programming,  Turner-styl 

Business  and  Politics:  The  Interconnections 

One  of  the  main  reasons  for  Adan 
success  on  so  many  fronts  is  its  sped 
partnership  between  the  business  co 
munity  and  the  political  sector.  "Work 
together"  is  a  phrase  that  Mayor  Yoi 
often  uses  when  discussing  how  the  ci 
business  and  political  leaders  can  sol 
particular  problems.  For  the  most  pa 
working  together  has  been  Adanta's 
of  tackling  such  major  challenges  as 
building  a  world-class  airport  and  f 
proving  race  relations. 

The  tradition  started  with  Mayor  1 
Allen,  Jr.,  who  led  the  cits  during  tht 
turbulent  1960s  and  prudendv  realizi 
the  importance  of  developing  a  stron 
alliance  with  the  city's  black  commur 
Consequendy,  Adanta  escaped  mud 
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the  racial  turmoil  that  beset  many  major 
U.S.  cities  during  that  period.  "My  father 
used  to  say  there  were  two  things  lie 
liked  about  Atlanta— its  altitude  and 
attitude,"  says  Mr.  Allen,  "and  I  subscribe 
to  that  opinion.  There  was  a  tremendous 
spirit  of  cooperation  and  pride  in  Adanta, 
which  has  continued  through  the} ears." 

Sam  Massell,  Atlanta's  mayor  from 
1969  to  1975,  agrees  that  the  city  has 
enjoyed  the  good  fortune  of  having  a 
positive  attitude  that  seems  to  emanate 
from  ail  directions.  "Atlanta  has  been 
blessed  with  superb  leadership,  not  only 
with  top  business  people  but  equally 
prominent  people  in  the  religious  and 
academic  community,"  says  Mr.  Massell. 
"This  is  what  makes  the  city  whole." 

The  eight-year  tenure  of  Maynard 
Jackson  ushered  in  a  dramatic  change  in 
city  leadership,  from  predominandy 
white  to  predominandy  black.  Dubbed 
"the  city  too  busy  to  hate,"  Adanta  set 
out  to  prove  that  the  hometown  of  Martin 
Luther  King,  Jr.  and  the  seat  of  the  Civil 
Rights  Movement  could  indeed  work 
together  (that  phrase  again)  to  build  a 
greater  Adanta.  Adanta  stands  apart 
from  other  cities  because  it  commands 
a  tremendous  amount  of  respect  from 
its  citizens.  Regardless  of  differences, 
old  barriers  tend  to  break  down  when 
Atlantans  link  arms  to  strengthen 
connections. 

Atlanta's  political  leadership  is  con- 
trolled largely  by  blacks;  its  economic 
leadership  is  mainly  white.  As  it  stands 
now,  the  two  groups  have  forged  a  re- 
markably strong  alliance,  wherein  above 
all  else,  Atlanta  comes  first.  Charles 
Loudermilk  founder  and  chairman  of 
Aaron  Rents  Inc.,  the  nation's  largest 
furniture  rental  and  sales  compam. 
represents  the  kind  of  "working-together" 
approach  that  typifies  Atlanta's  leader- 
ship. Mr  I  .oudermilk,  who  tw  ice  served 
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Mayor  Andrew  Young  -  on  the  move  at  Hartsfield 
International  Airport 

as  Andrew  Young's  campaign  manager, 
points  to  the  regular  gatherings  of  several 
oil  acial  groups  as  an  example  of  the 
connections  between  Atlanta's  political 
.md  economic  leadership. 

One  such  group,  the  Action  Forum, 
established  nearb  20  years  ago,  meets 
monthly  to  discuss  the  problems  facing 
the  city.  "It's  heartening  to  go  to  a  break- 
fast at  7:50  a.m.  and  see  people  sitting 
around  and  talking  about  creating  jobs 


To  attract  and  keep  the  best  headquarter 
staff,  a  city  needs  to  be  cosmopolitan  and  fun 
live  in.  If  a  company -and  its  management  - 
is  international  in  orientation  it  needs  a  city  j 
a  strong  international  focus.  Atlanta  is  thepe, 
American  headquarters  city  for  the  1990s 

This  is  a  town  of  joiners  and  doers,  where 

people  roll  up  their  sleeves  and  pitch  in  togei 

F.  Ross  Johnson,  President  and 

Chief  Executive  Officer,  RJR  Nabisco,  Inc. 


and  improving  our  schools,"  says  Mi 
Loudermilk  "Other  cities  just  don't  h  a 
that  kind  of  dialogue  between  the  rata 
and  they're  amazed  that  we  have  suol 
openness." 

One  recent  item  of  discussion  at  d 
Action  Forum  and  other  gatherings  i 
the  concern  about  reports  that  Adan  s 
banking  community  has  been  reluct  t 
to  approve  residential  and  business  lots 
to  black  applicants. The  statistics  of  b  k 
lending  to  the  white  community  vens 
the  black  community  show  a  more  fa'  r- 
able  distribution  of  loans  to  the  whit 
community.  The  consensus  among  t^j 
corporate  and  political  leadership  in  ie 
city  is  that  such  disparity  is  intolerab  <  i 
and  needs  to  be  corrected.  The  wide 
trumpeted  biracial  harmony  between  ie 
city's  black  and  white  leaders  must  c0 
coexist  among  all  levels  of  Atlanta's  «.| 
citizenry. 

That  citizenry  is  changing— and  grv- 
ing.  People  like  to  live  here,  and  the  wjdl 
is  out.  Not  only  is  the  population  in 
creasing,  it  is  also  diverse— with  Japar  «. 
Swiss,  Koreans,  Ethiopians,  Hispanic  j„  I 
The  list  goes  on,  and  it  is  all-inclusivi   i 
But  more  people  mean  more  challete 
the  challenge  of  maintaining  control 
over  such  matters  as  water  usage,  sewjj 
traffic.  Certainly,  the  Adanta  Gas  Lijf  i 
Company  is  doing  its  part  to  service  ft 
city's  growing  residential  and  busim! 
population.  The  state's  largest  energ 
provider,  the  Adanta  Gas  Light  Comr.^ 
is  also  Georgia's  oldest  corporate  citi||( 
and  is  working  diligendy  to  ensure  t< 
Adanta's  energy  resources  will  alwa. 
meet  demand. 


Sam  Masse" 
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One  Of  Americans 
Smartest  Business  Moves. 


RJR 
NABISCO 


All  This  and  Dogwoods  Too! 

rom  its  beginnings  as 
a  railroad  town  more 
than  150  years  ago  to  its 
international  prominence 
as  a  global  transportation 
and  communications  center, 
Adanta  has  shown  tiiat  it 
likes  to  build.  Visitors  who 
have  not  been  to  Atlanta  in  a  while 
express  surprise  at  the  transformation  of 
the  skyline  and  the  emergence  of  new 
structures  throughout  the  city.  As  the 
third  largest  convention  market  with  a 
hotel  inventory  of  more  than  40,000 
rooms,  Atlanta  continues  to  accom- 
modate its  tourists,  business  travelers 
and  citizens  with  an  aggressive,  yet  well- 
balanced,  building  plan.  From  the  $140- 
million  redevelopment  of  Underground 
Adanta  (scheduled  to  open  in  1989)  to 
the  $1.5-billion  upgrading  of  160  miles 
of  freeways  and  bridges,  Adanta  prepares 
to  enter  the  21st  century,  heavily  armed 
with  "the  right  stuff." 

The  northern  areas  of  the  city  have 
long  benefited  from  a  busding  amount  of 
construction,  including  hotels  and  office 
towers  as  well  as  residential  properties. 
In  midtown,  an  impressive  business  dis- 
trict is  taking  shape,  with  new  hotel/ 


office  complexes,  the  dazzling  (and 
dizzying)  IBM  Tower  and  the  soon-to- 
be-built  Promenade,  a  hotel/retail  shop- 
ping project  that  will  house  the  new 
headquarters  of  AT&T. 

At  the  heart  of  the  city,  the  Georgia 
World  Congress  Center  and  the  Atlanta 
Apparel  Mart  are  expanding  their  param- 
eters. The  proposed  50-storv,  $250- 
million  Peachtree  Tower  will  provide 
1.2-million-square-feet  of  new  office 
space.  Inforum,  a  1.5-million-square-foot 
computer  and  technology  mart,  will 
make  its  debut  in  1989,  and  there  is  talk 
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;ide  leader  in  providing 
ontrol  and  creating  safe  environments. 


For  40  years,  we  have  played  a  significant  role  in  many  of  the  facilities 
you  will  enjoy  during  your  Atlanta  stay  including  Hartsfield  Airport, 
MARTA,  the  Georgia  World  Congress  Center  and  many,  many  more. 


of  a  domed  stadium,  for  which  a  smi 
group  of  business  persons  have  alrea 
committed  $1  million  to  conduct  a  pi 
motional  campaign. 

Further  south,  about  a  mile  from  t 
airport,  the  Georgia  International  C( 
vention  and  Trade  Center  offers  40,C 
square  feet  of  exhibition  space.  Also 
the  drawing  boards  is  the  plan  for  th 
massive  Adanta  Tradeport,  which  w 
sit  atop  a  260-acre  site  just  east  of  the 
airport.  The  Tradeport  is  expected  to 
create  at  least  10,000  jobs  and  will  se 
as  the  city's  first  foreign  trade  zone.  1 
a  partnership  between  the  American  s 
sidiaries  of  Mitsui  &  Co.  and  Shimiz 
Construction  Co.,  two  Japanese  finr, 
based  in  Tokyo.  Developing  the  proj 
is  Wilma  Southeast  Inc.,  a  regional  s 
sidiarv  of  Dutch-owned  Wilma  Inc., 
international  real  estate  developm 
company. 


■  ■  The  leadership  in  Adanta  has  encouraget 
development  of  the  city's  multifaceted  busith 
environment  Even  if  one  industry  were  to  g& 
trouble,  the  city  would  not  be  greatly  affectei 
because  its  economy  is  so  diverse 

Atlanta  is  a  patchwork  of  many  positives, 
business  environment,  quality  of  life,  educati 
system,  transportation  -  all  make  the  city  vit 

Dennis  C.  Hayes.  President 
Hayes  Microcomputer  Products,  Inc. 





loday,  merchant  banking  can  often  accomplish 
what  conventional  banking  cannot. 


Today's  corporate  financial  problems  often  seem  to  resist  the 
efforts  of  conventional  banking. 

Why?  Because  conventional  banking  tends  to  emphasize 
either  relationships  or  sophisticated  services. 

Yesterday,  either  may  have  been  adequate.  Today,  you 
need  and  deserve  both. 

Merchant  banking — the  Bankers  Trust  brand — gives  equal 
weight  to  both  sides  of  the  equation.  In  Atlanta,  Bankers  Trust 
Southeast  is  offering  the  most  sophisticated  financial  services. 
At  the  same  time,  developing  broad  and  deep  relationships 
throughout  the  Southeast. 

Such  relationships  are  best  developed  not  at  a  distance,  but 
face  to  face.  Thus,  our  presence  in  Atlanta. 

Today's  complex  problems  often  yield  most  easily  to 
merchant  banking.  As  practiced  by  Bankers  Trust  Southeast. 


DBankersTrust  Company 


Because  today  isn't  yesterday. 


One  of  the  most  exciting  projects  about 
to  take  off  in  Atlanta  is  at  the  site  of  die 
old  airport  terminal  on  the  southside  of 
the  city:  Hartsfield  Centre,  which  will 
include  a  Stouffer's  Concourse  hotel,  will 
be  a  $160-million  Class  A  hotel  office  facil- 
ity. The  project  is  a  joint  venture  between 
British-based  London  &  Edinburgh  Trust, 
pic  and  Balfour  Beatty  Developments 
Limited.  This  project  is  the  first  in  the 
southern  part  of  the  U.S.  for  London  & 
Edinburgh  and  the  first  U.S.  project  ever 


for  Balfour  Beatty.  London  &  Edinburgh 
is  one  of  the  most  active  property  groups 
in  the  United  Kingdom;  Balfour  Beatty 
is  a  division  of  BICC,  the  U.K.  conglom- 
erate that  has  purchased  50%  of  Atlanta- 
based  Heery  International,  Inc.  To 
Atlanta's  leadership,  Hartsfield  Centre 
symbolizes  much  of  what  the  city  pro- 
motes as  among  its 
strongest  assets: 


public/private  partnerships,  interna- 
tional appeal  and  increased  commerc 
opportunity  in  the  airport  area.  Hartsfit 
Centre  also  exemplifies  many  of  the  pr 
ects  sponsored  by  the  Atlanta  Econon 
Development  Corporation  on  behalf  i 
the  city. 
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Only  Georgia 

GivesTSTewPlants 

A  Quick  Start. 

Get  your  new  plant  or  business  growing  fast,  with  Georgia 
and  Atlanta  Gas  Light  Company. 

Georgia's  unique  QUICK  START  program  provides 
free  workforce  training.  And  one  state  agency  handles  all 
your  environmental  permits.  Atlanta  Gas  Light  Company 
helps  you  select  a  computerized  inventory  of  the  available 
buildings. 

For  details,  call  our  Industrial  Development  experts  at 
(404)  584-3844,  or  write  P.O.  Box  4569,  Atlanta,  GA  30302. 
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Atlanta  Gas  Light  Company 

Georgia  Natural  Gas  Company  -  Savannah  Gas  Company 


It's  Only  Natural  That 
iorgia-Pacific  Would  Plant 
Its  Headquarters  In  A 
Flourishing  Forest. 

nyone  knows  how  to  look  at  a  stand  of  trees  and  assess 
drth  potential,  it's  Georgia-Pacific. 
len  we  took  a  long  hard  look  at  Atlanta,  the  city  of  trees, 
a  lot  more  than  natural  beauty, 
saw  a  beautiful  climate  for  business  in  the  prosperous 
Df  a  thriving  Southeastern  region. 
■  saw  a  transportation  hub  second  to  none,  providing  us 
i  iccess  to  our  markets. 

•  saw  a  cultural  center,  where  theatre,  symphony,  opera, 
and  arts  festivals  offer  a  celebration  of  life. 
; \  saw  a  city  where  events  of  national  prominence  are  a 
occurrence,  as  evidenced  this  year  by  the  Democratic 
al  Convention,  scheduled  in  July. 
id  we  saw  a  truly  international  city,  recognized  around  the 
as  an  important  arena  for  business. 
ice  1982  the  people  of  Georgia-Pacific  have  been  proud 
Atlanta  home.  It's  the  most  profitable  forest  we've  ever 
)ts  into. 


SeorgiaFfecific 
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FOLLOW  THE  LEADEE 
OF  BUSINESS  NEWS 


'*30AM 
BUSINESS  MORNING 

CNN  business  expert  Stuart  Varney 
previews  the  day's  business  news  and 
reports  overnight  activity  from  foreign 
financial  markets.  BUSINESS  M'  IRNING 
brings  you  the  news  you  need. .  .before 
anyone  else.  Anyone. 


':30AM 
BUSINESS  DAY 

A  comprehensive  round-up  of  the  latest 
stock,  bond  and  commodity  trading 
around  the  world  anchored  by  Bill  Hartley 
in  New  V>rk.  You  know  your  competi- 
tion's watching.  Are  you? 

WEEKDAYS  ON 


THE  WORLD'S  MOST 
IMPORTANT  NETWORK 


PM 

MONEYLINE 


For  every  business  decision  from  taxes  to 
investments. .  .from  stock  market  reports) 
to  preparing  for  vour  children's  educatioi 
You  can't  afford  to  miss  MONEYLINE 
with  Lou  Dobbs  at  7  and  again  at  11  PM. 


Watch  Business  News  at  the  bottom 
of  every  hour,  Monday  thru  Friday. 
6:30am  to  5:30pm,  EST. 


Welcome  to  the  1/lgtL 
Atlanta  International  Airport! 


We're  your  quick  and  easy  gateway  to  and  from  the  U.S.A.! 

Now  with  more  international  gates.  Speedier  passport  control.  Nonstops  on  any  of  12  international 
airlines  to  and  from  the  world's  premier  business  and  leisure  centers.  And  unsurpassed  connections — 
1,000  flights  a  day— to  take  you  anywhere  in  North  America. 

It's  a  smooth  move  on  the  ground,  too.  Our  underground  train  whisks  you  between  the  terminal 
and  concourses.  You  can  shop  at  our  expanded  Duty  Free,  and  at  dozens  of  stores  located  throughout 
the  airport.  Then  catch  MARTA,  the  nation's  newest  rapid  rail,  for  a  15-minute  ride  to  downtown  Atlanta. 

Take  a  look  at  the  new  Atlanta  International  Airport.  See  why  business  travelers  vote  us  the  best 
liked  airport  in  North  America,  and  make  us  your  gateway  to  and  from  the  U.S.A. 

For  free  information,  write  John  M.  Braden,  Director  of  Marketing,  Airport  Commissioner's  Office, 
Hartsfield  Atlanta  Internationa!  Airport,  Atlanta,  Georgia  30320,  U.S.A.  Telephone:  404-530-6600.  Telex:  544078. 


Atlanta  International  Airport 


Chair  In 
Economics 

An>'  business  person  is  showing  graduate  level 
good  sense  when  the  chair  he  or  she  sits  in  comes  from 
Aaron  Rents. 

Aaron  has  an  enormous  selection  of  superior  qual- 
ity distinctive  office  furniture  to  make  your  company  look 
successful.  And  the  lowest  prices  available,  to  help  your 
company  be  successful. 

Aaron  gives  you  lots  of  options,  too.-  rent,  rent-to- 
own,  or  buy  new  or  rental-return  furniture  at  up  to  50% 
under  retail'. 

You  always  benefit  from  economies  of  scale  at 
Aaron:  with  180  locations  coast  to -coast,  we're  the  largest 
company  in  the  field.  Also,  we  have  four  plants  where  we 
manufacture  much  of  our  furniture.  That  way  we  can  con- 
trol costs  all  down  the  line.  So  it's  no  wonder  we're  always 
15  to  20%  less  than  companies  that  have  to  buy  all  the 
furniture  they  rent. 

When  you're  in  the  market  for  home  or  office  fur- 
niture, whether  to  rent  or  buy  come  to  the  nearest  Aaron 
store.  That's  making  an  educated  decision. 

For  the  location  nearest  you,  call  1  800-344-0650. 


Aaron  Rents  &  Sells 
Office  Furniture 

The  Best  Deal  Inlbwn,  All  Over  America. 
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Alongside  all  this  construction,  growl 
and  development,  trees  will  continue  I 
stand.  Developers  constantiy  hear  theL 
message  that  the  city's  changing  land- 
scape of  more  brick  and  mortar,  glass  ai 
steel,  must  not  needlessly  uproot  the  si 
rounding  "neighbors."  In  Adanta,  flo\ 
ers,  plants  and  trees  have  rights  too,  ai 
their  presence  is  respectfully  protectei 

One  preservationist  who  clearly  und 
stands  the  need  for  buildings  and  folia 
is  R.K.  Seghal,  chairman  and  chief  ext 
utive  officer  of  Law  Engineering,  Inc. 
His  company  specializes  in  geotechnk 
engineering  and  environmental  servic 
and  has  been  involved  in  the  construct* 
of  numerous  Atlanta  landmarks,  inclu 
ing  the  airport,  the  library  and  the 
Buckhead  Ritz-Carlton  Hotel.  Mr.  Segl 
is  fond  of  saying  that  the  city  of  Adant 
is  built  on  the  foundation  of  Law.  "As 
designers  and  engineers,  we  are  very 
sensitive  about  clearing  away  only  the 
trees  that  we  need  to,"  savs  Mr.  Seghi 
"If  growth  is  not  balanced,  it  become? 
self-defeating.  But  if  the  past  is  any  in( 
cation,  the  balance  will  be  maintainec 
in  Adanta." 

...AndTheLivin'IsE, 


ith  die  Dem 
crats  coming 
1988  and  as  th 
LIS.  designee  fj 
the  1996  Sumrr 
Olympics,  Adar 
has  placed  itself, 
more  than  ever,  before  the  eyes  of  the 
world.  But  the  people  who  live  and  wc 
in  Atlanta  have  already  sized  up  their 
c  it\  and  they  like  what  they  see.  One 
Atlanta's  strengths  is  that  it  astuteh 
gleans  the  best  of  the  old  and  the  new 
the  north  and  the  south,  creating  its  a 
ambience  and  a  style  that  some  call 
Utopian.  Adanta  is  upscale,  yet  down- 
home;  vibrantly  urban,  with  laid-ba 
suburbs;  traditionally  southern,  but 
progressive  leadership. 


ad 
wi 


and  drama 


Barris/8M  copiers 
»me  with  a  unique 


paper  supply 


It's  something  no  other  copier 
Dmpany  in  the  world  can  offer, 
/e  call  it  the  Harris/3M  promise. 
Jid  it  guarantees,  in  writing,  that 
our  copier  will  be  up  and  running 
/hen  you  need  it.  But  that's  only 
art  of  what  we  offer  you . 


Tfcide  in  now  for  up  to  $1000 ! 

Give  us  a  call  or  send  in 
this  coupon  and  we'll  tell  you  how, 
for  a  limited  time,  you  can  save 
up  to  $1000  on  a  new  Harris/3M 
copier.  We'll  also  send  you  two  free 
booklets  to  help  you  evaluate 
your  copier  needs. 

Get  all  the  facts 
on  the  Harris/3M 
promise  and  our 
valuable  trade-in 
offer  soon.  You'll 
be  convinced 


that  your  next  copier  should  be  a 
Harris/3M.  We  guarantee  it. 

r  "c^il-sdb^TLc'coPY-  n 

Or  send  in  this  coupon  to  receive  information 
on  our  trade-in  offer  plus  two  FREE  booklets 
to  help  you  evaluate  your  copier  needs. 

□  I'd  also  like  information  on  your  full  line  of 
fax  machines. 

Name 

Company  Name 

Address 

City 

Zip 


.State. 


.  Telephone, 


Mail  to  Harris/3M  Document  Products,  Inc., 
P.O.  Box  T85,  Dayton,  OH 45401.        fb62?fp  j 


HARRIS/3M 

Get  more  than  a  copier.  Get  a  commitment. 


ffer  is  valid  at  participating!},  dealers  for  a  limited  I  inn-  and  other  restrictions  and  limitations  apply ;  see  your  Harris/:JM  sales  representative  for  details.  Free  loaner  offer  is  valid  if  copier  is  installed  within  50  miles  of  an 
uthonzed  Hams  :t\l  service  facility  ©1988  Harris.3M  Document  Products,  Inc  Harris  is  a  trademark  of  the  Harris  Corporation.  3Misa  trademark  of  the  3M  Company. 
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convention. 


©Ralph  Daniel 


It's  on  Peachtree  Street  in 
Midtown,  at  Atlanta's  High  Museum. 

The  museum  is  an  elegant 
space  for  corporate  meetings,  recep- 
tions or  seated  dinners.  For  reserva- 
tions or  information,  call  the  special 
events  office  at  (404)  898-1147 

High  Museum  Of  Art 

Located  at  Peachtree  and  16th  Streets 
©1988  High  Museum  of  An 


Atlanta  has  a  high  lival>ilitv  lac  lor,  and 
its  educational  system  is  one  reason. The 
metropolitan  area  has  T)l  colleges  and 
universities,  including  Georgia  State 
University,  Georgia  Institute  of  Technol- 
ogy, the  University  of  Georgia,  Emory 
University  and  the  six  institutions  of  the 
Atlanta  University  Center. 

The  AUanta  housing  market  is  a 
realtor's  dream-stately  mansions,  in- 
town  tudors,  high-rise  condominiums, 
suburban  contemporaries,  quaint  bun 
galows.  Best  of  all,  you  needn't  move  25 
miles  outside  the  city  to  claim  ownership 
to  a  blade  of  grass  Atlanta  has  lots  of 
green  space.  Even  springtime  lingers 
longer  here,  realizing  a  good  thing. 


ardfoMW  Braves 


Daie  Murpny 


For  art  aficionados  and  lovers  of  archi- 
tectural beauty,  the  High  Museum  of  Art 
gets  a  very  high  honorable  mention. 
The  $20-million  building,  designed  by 
Richard  Meir,  has  won  numerous  acco- 
lades and  awards  from  organizations  such 
as  the  American  Institute  of  Architects 
and  the  AUanta  Urban  Design  Com- 
mission. The  four-story  skylit  atrium 
provides  a  dramatic  midtown  setting  for 
corporate  receptions  and  special  evening 
events. 

Culture  is  prized  in  AUanta,  the  site 
of  the  first  National  Black  Arts  FesUval 
and  the  home  of  Fulton  County,  which 
leads  the  naUon  in  providing  county 
contribuUons  to  the  arts.  Visitors  and 
residents  alike  attend  performances  at 
the  highly-acclaimed  AUanta  Ballet  and 
the  AUanta  Symphony  Orchestra,  as  well 
as  several  dance  and  theatre  companies. 

Atlanta's  outdoor  artwork  is  also  a 
sight  to  behold— and  enjoy.  Nature  has 
smiled  on  this  city,  blessing  it  with  won- 
derful weather  and  a  sunny  disposiUon. 
Golfers  can  tee  off  for  nine  months  of 
the  year  (mavbe  even  ten),  and  if  you 
•"lu\ "  tennis,  vou  can  become  one  of  the 
nearly  50,000  members  of  ALTA  (AUanta 
Lawn  Tennis  Association),  the  world's 
largesl  local  tennis  associauon.  You  can 
bike  to  Stone  Mountain,  sail  at  Lake 
Lanier,  raft  down 
the  Chattahoochee, 


and  take  a  car  ride  north  to  the  moi 
tains  or  south  to  the  beach.  During  I 
summer,  HoUanta  sizzles  with  free  ja 
at  Piedmont  Park,  concert  picnics  al 
Chastain  and  the  fun-packed  Peachtr 
Road  Race,  which  attracts  world-clas 
runners  and  neighborhood  joggers  ed 
Fourth  of  July.  Still  not  enough?  Atiaj 
has  one  of  the  largest  ski  clubs  in  thej 
nation,  and  for  major  league  sports  fa 
the  city  serves  up  the  Hawks,  Falcons 
and  Braves. 

The  Atlanta  Conne 


Uanta's  quality  of  lif 
intangible.  It's  all 
things  mentioned  \ 
viously— but  so  mi 
more.  It's  the  spi 
of  connectednes  J 
of  togetherness^ 
that  makes 
AUanta  special.  Its  diverse  popu- 
lation, 2.5  million  strong,  has  coalesd 
to  make  this  city  a  truly  great  place  td 
live.  AUanta  stands  ready  to  meet  th^ 
challenges  of  the  future  and  rise  to  i 
greater  heights  of  achievement. 

AUanta  is  a  feeling  of  being  home j 
and  it's  a  feeling  that  won't  go  away. ' 

Rry  McDonald  Smith  is  a  freelance  w\ 
living  in  Atlanta.  She  is  a  contributul 
editor  to  Business  Atlanta  Magazine\ 
and  has  written  for  several  national  [ 
regional  publications. 

Atlanta  represents  the  best  of  the  dramab 
emerging  Southeast.  The  city  and  the  region , 
are  characterized  by  a  strong  economy,  brish 
with  growth  and  opportunity. 

The  historic  partnership  between  Atlanta 
political  and  business  leaders  has  made  a  cr. 
contribution  to  Atlanta 's  success.  It  has  pros 
able  to  transcend  challenges  in  the  past,  an 
should  prove  equal  to  the  challenges  ofgrm 
that  currently  confront  the  city. 

William  H.  Izlar.  Jr.,  Managing  Director 
Bankers  Trust  Co 


,RY  HATES  MODEM  MUST  SURVIVE 
HOURS  OF  TORTURE  ON  THE  RACK. 


The  Rack.  It's  8  straight  hours  of  burn-in 
sting.  Yet  only  one  of  many  trials  every  Hayes 
odem  must  go  through  before  it's  packed  and 
lipped. 

In  all,  there  are  over  20  tests  and  inspec- 
ts for  quality  and  reliability.  Thus  allowing  us  to 
fer  the  most  comprehensive  performance  war- 
nty  in  the  business. 

Today  while  all  too  many  manufacturers 
e  content  to  perform  only  the  most  perfunctory 
sts  on  their  products  and  then  only  on  a  random 


basis,  we  believe  in  testing  all  of  our  modems. 

With  no  exceptions. 

At  Hayes  we've  been  making  dial-up 
data  communications  as  common  and  as  reliable  as 
ordinary  phone  calls  for  over  a  decade.  Whether 
PC-to-PC,  PC-to- 
Host  or  PC-to-LAN, 
Hayes  has  set  the 
standards. 

And  we  intend  to  let  nothing  lower  those 
standards.  Especially  one  of  our  own  modems. 


3r  your  nearest  Hayes  dealer,  call  800-635-1225.  Hayes  Microcomputer  Products.  Inc..  PO.  Box  105203.  Atlanta.  GA  30348 
1988  Hayes  Microcomputer  Products  Inc 
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THE  BEST  SHORT  CUT  IN  ATLANTA  CANT  BE  FOUND  ON  THE  MA] . 

The  Atlanta  Economic  Development  Corporation  (AEDC)  will  put  you  on  the  road  to 

success.  Whether  you're  relocating,  expanding  or  establishing  a  new  business-AEDC,  an 

idge  between  the  public  and  private  sectors,  will  open  doors,  cut  through  red  tape 
formation  on  tax  incentives,  and  put  you  in  touch  with  the  right  people, 
a  private,  non-profit  corporation  which  promotes  and  implements  economic 
iects  in  Atlanta.  Call  Walter  Huntley,  President,  at  (404)  658-7000 for 
•>;ation  about  AEDC. 

I  'EVELOPMENT  CORPORATION,  230  Peachtree  Street,  Suite  1810,  Atlanta,  Georgia  303< 


WECs  current  inability  to  cut  back  oil  production  is  more  than 
ust  the  last  chapter  in  the  oil  crisis.  Who  henceforth  will  pay 
mention  to  the  gloomy  old  Club  of  Rome  predictions — the  world 
s  running  out  of  everything! — that  proved  such  a  poor  guide  to 
)olicy  in  the  1970s  and  early  1980s? 


We're  not  going 

to  freeze 

in  the  dark 


By  James  Cook 


OPEC — the  Organization  of  Pe- 
troleum Exporting  Coun- 
tries— an  organization  that 
)nce  struck  terror  into  the  heart  of  the 
ndustrial  world — is  today  a  toothless 
)ld  tiger.  Even  its  roar  is  a  mere 
>queak.  In  a  feeble  effort  to  reassert 
tself,  OPEC  managed  to  convene  a 
nceting  in  April  in  Vienna  between 
tself  and  seven  non-OPEC  oil  produc- 
ers. Nothing  came  of  the  meeting.  It 
was  a  yawn. 

The  hope  was  that  the  two  factions 
Df  the  oil  industry  could  agree  to  cur- 
tail production  and  if  not  raise  prices, 
at  least  stabilize  them.  If  the  old  tiger 
could  no  longer  do  the  job  alone,  per- 
haps it  could  at  least  show  a  little 
muscle  by  combining  with  non-OPEC 
countries.  No  agreement  resulted — 
and  yet  it  would  have  taken  so  little 
to  get  one.  A  mere  cutback  of  5%  in 
everybody's  production  would  have 
made  a  huge  difference.  As  Kleinwort 
Grieveson  oil  analyst  Mehdi  Varzi 


points  out:  "A  200,000-barrel-a-day 
swing  in  production  can  mean  S3  a 
barrel  when  prices  are  in  the  $14-to- 
$20  range." 

What  does  this  failure  to  reestablish 
the  cartel  mean  for  the  future  of  oil 
prices,  for  oil  investments,  for  energy 
costs?  It  means  that  for  the  first  time 
since  1935  there  is  a  free  market  in 
oil,  a  market  where  prices  are  not 
administered  by  small  groups  but  are 
determined  in  the  old-fashioned  way, 
at  the  margin  of  supply  and  demand. 
Oil  is  again  a  commodity  like  any 
other.  OPEC's  time  on  the  stage  of 
history  is  for  the  moment  at  an  end. 

The  indications  are  everywhere. 
The  volume  of  trading  on  the  spot 
and  futures  markets  has  gone  from  2 
million  or  3  million  barrels  a  day  to 
200  million  in  only  four  years,  the 
big  oil  companies  are  buying  more 
and  more  of  their  needs  rather  than 
producing  crude,  and  oil  prices  have 
begun  to  behave  like  those  of  any 
other  commodity — like  copper,  like 
wheat — rising  and  falling  with  sup- 


ply and  demand,  with  rumors  and 
news  reports,  with  the  manipula- 
tions of  speculators. 

"Even  OPEC's  power,"  says  Chev- 
ron Chairman  George  Keller,  "is  lim- 
ited by  market  forces.  .  .  .  Prices  that 
are  either  too  high  or  too  low  will  be 
self-correcting." 

What  people  sometimes  forget  is 
that  administered  oil  prices  antedate 
the  rise  of  OPEC.  Before  OPEC  there 
were  the  Rockefeller  interests  and 
then  the  Texas  Railroad  Commission 
and  the  Seven  Sisters,  those  much- 
maligned  but  actually  quite  benign 
masters  of  the  world  oil  business. 

So  the  new  situation  represents 
drastic  change  and  takes  some  getting 
used  to.  "I've  been  in  the  business  36 
years,"  says  Exxon  Chairman  Law- 
rence G.  Rawl,  "and  ever  since  the 
price  went  over  a  dollar  and  a  half  a 
barrel,  we've  had  nothing  but  uncer- 
tainties, nothing  but  problems."  Al- 
ready the  uncertainties  are  changing 
the  face  of  the  industry  (see  story,  p. 
114),    weakening    some    companies, 
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Twilight  at  a  major  (  S  <;//  refinery 

You  follow  one  course  if  you  expect  prices  to  rise,  another  if  you  don't. 


eliminating  some  and  strengthening 
others. 

OPEC  has  set  $  1 8  a  harrel  as  a  target 
price — but  that's  a  target,  not  a  price. 
It  won't  be  easy  to  maintain.  Demand 
for  OPEC  oil  runs  around  18  million 
barrels  a  day,  while  OPEC  goes  on 
producing  to  meet  the  market,  and 
even  at  that,  close  to  halt  ot  its  capaci- 
ty is  shut  in.  And  things  would  be 
even  worse  it  a  handful  of  non-OPEC 
producers — Mexico,      Norway      and 
i  -had  not  voluntarily  cut  their 
lu<  tion  by  900,000  barrels  per  day. 
hat  happens  when  the  Iran- 
!  Iran  again  becomes 
producer?  The  Saudis  used  to 


106 


support  prices  by  cutting  production 
in  line  with  demand,  but  they  lost  so 
much  market  share  that  two  years  ago 
they  shifted  to  net-back  pricing — 
linking  their  crude  prices  with  the 
prices  of  end  products — and  wound  up 
almost  collapsing  prices;  for  a  while,  a 
few  years  ago,  there  was  talk  of  $5-a- 
barrel  oil- 
There  is  a  fundamental  message  in 
all  this  that  transcends  the  oil  busi- 
ness. Experience  has  made  a  joke  of 
the  once  fashionable  Club  of  Rome 
notion  that  the  world  is  running  out 
of  practically  everything.  It's  certain- 
ly not  running  out  of  oil.  Even  today, 
15  years  after  the  1973  oil  crisis  forc- 


ibly brought  the  possibility  of  an  ci" 
shortage   to   people's   attention,   tl 
world  still  has  something  like  8( 
billion  barrels  of  recoverable  oil  rl 
serves  to  draw  on,  over  50%   mo 
than  it  had  in  1972  and  more  than  < 
years'  supply  at  current  rates  of  col 
sumption.  And  those  are  just  prov< 
reserves.    There's    nearly    twice 
much  as  that  yet  to  be  discovered 
produced    by    various    kinds    of   e 
hanced  recovery  techniques. 

Yes,  the  bulk  of  these  reserves  > 
concentrated   within   a  fairly   sm; 
area:  the  Middle  East.  And  amongi 
small  number  of  countries:  Saudi  Ai 
bia,  Kuwait,  the  United  Arab  Emi 
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atjes,  Iraq  and  Iran.  In  theory,  oil  min- 
isters from  these  few  could  gather  in  a 
smoke-filled  room  and  hold  the  world 
for  ransom.  In  theory.  In  fact,  the  free 
market  proved  far  stronger  than  their 
supposed  monopoly  power. 

"In  the  short  run,"  as  Chevron's 
latest  World  Energy'  Outlook  puts  it, 
"politics  tends  to  dominate  thinking 
about  oil  prices;  in  the  longer  term, 
economic  forces  are  a  more  important 
consideration." 

Not  even  oil  could  repeal  the  basics 
of  economics,  which  says  that  price 
influences  both  supply  and  demand. 
Raise  prices  and  demand  shrinks 
while  supply  rises;  lower  prices  and 


The  upper  limits 


Even  when  the  day  comes  that  OPEC  again  provides  the  bulk  of  the 
world's  oil,  it  will  not  have  unlimited  freedom  to  raise  prices.  As  prices 
rise  into  the  20s,  additional  reserves  come  into  production  through  the 
use  of  more  costly  enhanced  recovery  methods.  As  they  rise  still  further, 
heavy  oil  and  oil  shale  become  economic.  The  chart  suggests  the  price 
levels  and  time  periods  at  which  various  sources  would  become  econom- 
ic. With  technology  constantly  striving  to  move  production  costs  down- 
ward, inordinately  high  OPEC  prices  could  move  up  the  time  when 
enhanced  recovery  becomes  a  major  force. 
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demand  increases  while  supplies  tend 
to  shrink. 

That's  exactly  what  happened.  As 
prices  went  up,  everybody  began  to 
cut  back  on  consumption  every- 
where. Governments,  businesses,  in- 
dividuals, reduced  the  energy  content 
of  everything  the  world  economy 
touched — from  automobiles  to  ce- 
ment to  refrigerators.  By  1987  the 
world  was  consuming  7%  less  oil 
than  it  did  in  the  peak  year  of  1979. 
Consumption  has  picked  up  since 
prices  have  dropped  back  in  real  terms 
to  where  they  were  a  decade  or  more 
ago,  but  it  has  remained  sluggish.  Ac- 
cording to  the  International  Energy 
Agency,  energy  consumption  per  unit 
of  gross  national  product  fell  by  20% 
worldwide  over  the  past  decade,  and 
could  fall  another  30%  by  the  year 
2000,  using  technologies  that  are  al- 
ready in  existence. 

High  prices  not  only  restricted  con- 
sumption but  after  a  few  years  they 
magically  created  additional  supplies. 
There  was  an  incentive  to  look  for  oil 
elsewhere,  outside  OPEC.  The  result 
was  that  non-OPEC  production  went 
from  22.1  million  barrels  a  day  in 
1979  to  28.8  million  barrels  last  year, 
and  non-OPEC  producers  now  ac- 
count for  60%  of  the  world's  needs,  up 
from  41%  as  recently  as  1979.  Higher- 
cost,  lower-priced  oil  pushed  lower- 
cost,  higher-priced  oil  out  of  the  mar- 
ket everywhere — $10  oil  from  the 
North  Sea  and  North  Slope  supplant- 


ed 50-cent  oil  from  Saudi  Arabia — and 
OPEC  was  forced  to  shut  down  a  good 
half  of  its  low-cost  capacity. 

Thus  today's  market  prices  appear 
to  be  close  to  free  market  prices.  Da- 
vid H.  Vance  of  the  State  Depart- 
ment's Bureau  of  Intelligence  &.  Re- 
search calculates  that  the  real  price  of 
oil  averaged  $14.99  a  barrel  between 
1901  and  1986,  as  against  $27.50  from 
1973  to  1986,  so  that  today's  $15-to- 
$18  price  may  seem  high  by  the  stan- 
dards of  a  few  years  back  but  actually 
accords  pretty  well  with  the  indus- 
try's long-term  experience. 

How  long  can  the  present  free  mar- 
ket last?  Longer  than  most  people 
think.  "There's  a  theory  that  once 
OPEC  is  at  80%  of  capacity,  it  will  be 
in  a  position  to  dictate  prices  and  will 
raise  them,"  says  John  Lichtblau, 
head  of  New  York's  Petroleum  Indus- 
try Research  Foundation.  "I  don't 
think  so,  and  they're  very  far  from 
80%.  History  doesn't  repeat  itself,  not 
in  that  way.  They  may  put  prices  up 
moderately  if  they  can.  But  the  Saudis 
and  Kuwaitis  don't  want  to  see  a  high 
price.  They  have  a  hundred  years  of 
production." 

At  the  same  time  non-OPEC  re- 
serves have  been  growing.  Despite  a 
50%  drop  in  the  price  since  1981,  non- 
OPEC  production  has  continued  to 
expand.  That  wasn't  supposed  to  hap- 
pen. U.S.  production,  it  is  true,  has 
declined  8%  from  its  1985  peak,  but 
not  as  rapidly  as  most  people  expect- 
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AudiToday:  De 


In  The  Real  World. 

Safety,  we  feel,  is  measured  not  only 
in  the  sterile  confines  of  the  re- 
searcher's  lab,  but  also  in  the  reali- 
ties ol  the  day-to-day  driving  we  all 

must  do.  It  is  here  in  the  real  world 
where  a  ear  either  delivers  on  its 
promise  ot  safet)  or  fails 

Our  detractors  notwithstand- 
ing, at  Audi  safety  is  our  prime 
concern. 

Passive  Safety. 

Our  coi  in  the  real 

world  h;  in  »urphilos- 

ophyofd(  edbyDr 

linand  I  man  "It 
is  noi  (  nough  I  u  i  oui  i  ars  be  able 
to  minimize  tl  i  q|  a  colli- 
sion tl    \  mus  e  agile  enough 


to  try  and  avoid  one  in  the  first  place" 

To  that  end.  we  have  always 
stressed  a  combination  ol  both  ac- 
u\  e  and  passive  safety  features  in 
the  design  ot  our  cars.  Passive  fea- 
tures include  front  and  rear  "crush 
zones '  to  help  absorb  "crash  energy" 
and  to  help  protect  the  car's  occu- 
pants. And  three-point  seal  belts  in 
both  Iront  and  rear  window  seats 
lor  greater  passenger  protection. 

Even  our  doors  are  reinforced 
with  high-strength  alloy  impact 
beams  lor  added  safety 

I  here  is  also  the  added  safety 
benefit  of  our  Automatic  Shift  Lock. 
An  innovative  device  that  helps 
orient  the  driver  to  the  pedals,  it 
promotes  a  sale  and  proven  starling 
technique  by  requiring  all  drivers  to 


do  what  comes  naturally  to  most, 
that  is,  put  their  foot  on  the  brake 
pedal  when  shifting  out  of  Park  int 
Reverse  or  Drive. 

Active  Safety. 

Although  not  the  only  car  compan 
to  offer  front-wheel  drive,  we  reco£ 
nized  its  advantages  to  driver  con 
trol  as  far  back  as  1931.  And  we 
have  spent  the  last  half  century 
developing  its  advantages. 

It  was  only  fitting  that  our 
knowledge  of  front-wheel  drive 
would  evolve  into  our  ability  to 
marry  all-wheel  drive  technology  t 
high  performance  luxury  sedans. 

Our  permanent  all-wheel 
Quattro  drive  provides  power  to  al 
lour  wheels,  enhancing  traction  an 


r 


ped  ror  barety 


lling.  This  is  not  only  beneficial 
i  driving  in  snow  or  rain.  But 
an  added  measure  of  safety  on 
oads  as  well. 

The  safety  benefits  of  both  our 
-wheel  and  all-wheel  Quattro 
:  are  obvious.  And  when  cou- 
with  the  optional  benefit  of  an 
-Lock  Braking  System  (ABS) 
/et  another  element  to  driver 
rol.That  being,  under  most 
litions,  the  ability  to  steer  while 
ing  to  a  safe,  straight  stop. 

Safety  From  The 
river's  Point  Of  View. 

minute  you  slip  behind  the 
el  of  an  Audi  5000  you  realize 
is  no  ordinary  car.  The  seats  are 
yet  comfortable,  adjustable  to 


any  number  of  positions.  The  view 
is  virtually  all  encompassing,  thanks 
in  part  to  the  large  amount  of  flush- 
mounted  glass  and  narrow  roof 
pillars. 

The  instrumentation  is  a  mar- 
vel of  layout  and  design  with  every 
important  control  at  your  fingertips. 
At  night  the  instruments  glow  with 
a  soft  red  light  to  help  lessen  eye 
fatigue.  And  to  lessen  overall  fatigue 
the  aerodynamic  shape  helps  keep 
wind  noise  to  a  minimum. 

Everything  inside  an  Audi 
5000  is  designed  to  make  driving 
more  pleasurable,  less  fatiguing,  and 
ultimately  safer. 

Our  Tough  Tests, 
Your  Test  Drive. 

Today's  Audis,  in  addition  to  em- 


phasizing safety  can  also  lay  claim 
to  being  our  most  tested.  Our 
vehicle-testing  programs  encom- 
pass rigorous  factory  tests  as  well  as 
winter  testing  in  the  Arctic,  summer 
testing  in  the  Sahara,  and  year- 
round  testing  on  the  Autobahn. 

Everything  we  learn  from 
these  exhaustive  tests  and  the  ex- 
perience we've  gained  from  our 
victories  in  World 
Rallying  eventually  find 
their  way  into  today's 
Audis.  The  result  is  an  automobile 
that  combines  safety  with  remark- 
able agility  and  performance. 

The  only  test  that  remains  is 
the  one  your  Audi  dealer  can  pro- 
vide. Take  it.  It's  a  safe  bet  that  you'll 
enjoy  every  minute  of  it. 


Audi 


How  history  repeats 


For  over  a  century  now,  U.S.  oil  prices  have  periodically 
spiked  sharply  upward,  but  not  for  long.  Time  and 
again,  high  oil  prices  have  been  brought  down  by  lower- 
cost  discoveries,  new  technology  and  interfuel  competi- 
tion. For  over  30  years  the  Texas  Railroad  Commission 


succeeded  in  stabilizing  prices  at  reasonable  levels  by 
carefully  controlling  production.  But  once  OPEC  seized 
control  in  1970,  it  lofted  prices  so  far  above  market 
levels  that  the  inexorable  operation  of  the  market  ulti- 
mately brought  them  down. 


U.S.  oil  prices  (constant  1987  dollars  per  barrel) 
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ed,  and,  according  to  Washington 
Analysis  Corp.  Vice  President  Adam 
Sieminski,  will  probably  increase 
slightly  this  year.  And  North  Sea  pro- 
duction has  not  declined.  At  the  same 
time,  new  production  has  been  com- 
ing on  in  places  like  Yemen,  Norway, 
Syria,  Brazil  and  Vietnam,  so  that  Sie- 
minski expects  non-OPEC  production 
to  continue  to  rise  at  least  until  1990. 
"Most  of  our  fields  are  very  large," 
says  Robert  Horton,  managing  direc- 
tor of  British  Petroleum,  the  North 
Sea's  largest  producer,  "and  very  large 
fields  tend  to  be  discovered  by  geolo- 
gists who  tend  to  be  pretty  conserva- 
tive when  they  start  talking  about 
reserves,  so  that  time  and  again  we've 
found  there  are  more  recoverable  re- 
serves than  we  ever  thought."  Esti- 
mates of  recoverable  reserves  in  the 
North  Sea's  Claymore  field,  for  in- 
stance, were  increased  last  year  by  as 
much  as  21%. 

More  important,  lower  prices  have 
discouraged  exploration  and  develop- 
ment far  less  than  anyone  expected.  If 
prices  have  fallen,  so  have  drilling  and 
development  costs.   Explains  Exxon 
ce  President  Donald  Mclvor, 
"A  dollar  buys  a  lot  more.  In  physical 
ity  we're  not  that  far  off  from 
re."  This  year  Exxon  will 
cploration  wells,  versus  184 
7  and  the  record  290  set  in  the 


early  Eighties.  According  to  Chase 
Manhattan  energy  analyst  Robert  B. 
Weaver,  projects  that  used  to  look  un- 
economical at  $25  are  becoming  eco- 
nomical at  $18,  and  the  trend  is  still 
downward. 

At  the  same  time,  falling  prices 
have  encouraged  revenue-hungry 
countries  like  Australia,  Ecuador,  Ar- 
gentina, Peru,  Canada,  Great  Britain 
and  Morocco  to  offer  better  terms  to 
companies  developing  resources — 
lower  taxes,  better  contract  terms, 
lower  regulatory  requirements. 
"They're  looking  at  North  Yemen," 
says  Adam  Sieminski,  "and  saying, 
'Look  what  an  American  oil  company 
did  in  a  very  short  period  of  time  [see 
Forbes,  Feb.  22,  "Yemen:  Felix  re- 
dux?"],'  and  they  want  to  move  back 
to  the  way  things  were  run  in  the 
Sixties  when  private  companies  had 
an  incentive  to  bring  up  oil.  I  think 
the  model  of  the  state-run  oil  compa- 
ny has  been  discredited." 

Remember  the  alternative  energy 
sources  one  heard  so  much  about  dur- 
ing the  late  oil  crisis?  They  are  still 
there,  merely  waiting  offstage.  Let  the 
price  exceed  $25,  as  OPEC  President 
Rilwanu  Lukman  conceded  recently, 
and  oil  is  subject  to  competition  from 
other  fuels.  According  to  Chevron's 
World  Energy  Outlook,  enhanced  re- 
covery methods  begin  to  become  eco- 


"Oil  prices  have  begun  to 
behave  like  those  of  any 
other  commodity — like 
copper,  like  wheat — rising 
and  falling  with  supply  ana 
demand,  with  rumors  and 
news  reports,  with  the 
manipulations  of 
speculators." 


no 
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ow  enjoy  all  the  hallmarks  of  first  c/crss, 
ft  SAA  business  tlass. 


between  Europe  and  Southern  Africa,  enjoy  exceptional 
:lass  service  in  SAA  Gold  (Business)  Class. 

Aaximum  convenience.  SAA's  the  better  connection 
/  from  your  choice  of  nine  European  gateways  with  more 
stops  than  all  other  airlines  combined. 

loom  for  comfort.  Relax,  work  or  sleep  on  747s 

<  igured  for  the  long  haul.  Now  with  new  wider,  contoured- 

i  ioned,  reclining  seats. 

xtraordinary  food  and  wines.  Enjoy  five-star  meals 
•  complimentary  bar  service,  featuring  a  choice  of  menus 
>  acclaimed  South  African  wines — Napoleon 's  favorites! 

Vesf/ge  Club  savings.  Membership  stretches  your 
1  ts  even  further  (thanks  to  the  rand's  high  exchange  rate!). 
' '  on  hotels,  car  rentals,  and  other  ground  services. 

b  treasure  the  enjoyment  of  flying  SAA  Gold  Class,  call 
:  V-SAA-476&  or  your  travel  agent. 


For  a  free  folio  on  SAA's  exceptional  Gold  Class  Service, 
phone  or  write:  SAA,  900  Third  Avenue, 

New  York,  NY  10022  F 
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Blue  Diamond  First  Class  Service  information  also  available 
.  .  .  it's  something  else  altogether! 
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Were  your '87 
taxes  too  high? 


Start  reducing  your  '88  taxes  today 
with  Scudder  High  Yield  Tax  Free  Fund. 

Here's  a  fund  with  a  sensible  approach  to  tax-free  invest- 
ing —  it  seeks  high  current  yields,  with  no  tax*  and  no  junk 
bond  risk. 

Since  we  never  invest  in  junk  bonds,  you  may  not  earn  the  high- 
est yields,  but  in  return  you  won't  have  to  accept  junk  bond 
risk.  Of  course,  like  any  long-term  bond  fund,  this  Fund  involves 
a  moderate  degree  of  credit  risk  and  share  price  fluctuations. 
Shouldn't  you  call  or  write  today  to  find  out  more? 


SCUDDER  HIGH  YIELD 
TAX  FREE  FUND 


175  Federal  Street,  Dept.  152,  Boston,  MA  02110 


Contact  Scudder  Fu  nd  Distributors ,  Inc.  for  a  prospectus  containing  more  complete  information ,  including 
management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  'Some  income  may  be 
subject  to  state  and  local  income  tax  and  a  small  portion  may  be  subject  to  regular  federal  income  tax. 


hen  selecting  investment 
managers,  ignorance  isn't 
bliss.  It's  suicide. 

The  penalty  for  adverse 
selection  of  a  portfolio  manager 
is,  at  best,  underperforming  the 
market  and,  at  worst,  losing 
most  of  your  money. 

Since  1975,  Stolper  &  Company 
has  evaluated  hundreds  of 
investment  managers  on  behalf 
of  America's  affluent.  Our  goal: 
to  find  advisors  who  are  not  just 
competent,  but  gifted. 

Our  approach  is  summarized 
in  Michael  Stolper's  guide,  How 
to  Select  an  Investment  Manager. 
It  is  available,  upon  request, 
along  with  the  documented 
performance  of  our  clients. 

We  welcome  your  inquiry. 
B"  Street,  Ste.  630,  San  Diego,  CA    42101    614-231-9102 


OLPER  &  COMPANY 


THE 

INVESTMENT 
'.R 
MANAGER 
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nomically  viable  at  $25  a  barre 
heavy  oils  at  $35,  oil  shale  at  $60,  and, 
thanks  to  technology,  the  ceiling  is 
steadily  coming  down.  "An  incredible 
reduction  in  costs  has  taken  place," 
John  Lichtblau  says.  The  Athabasca 
tar  sands  and  enhanced  recovery  in 
Prudhoe  Bay  are  now  economic  at  $22 
and  $23,  down  from  $28  a  few  years 
ago.  According  to  Exxon's  Rawl,  syn- 
thetic fuels  technology  that  a  few 
years  ago  promised  to  need  $60  a  bar 
rel  is  now  viable  at  $30  to  $35. 

All  this  is  good  news  for  the  human 
race — if  bad  news  for  the  no-growth, 
small-is-beautiful  calamity-howlers 
who  once  rallied  under  the  Club  of 
Rome  banner.  The  truth  is,  as  Julian 
Simon  has  pointed  out  in  his  brilliant 
book  The  Ultimate  Resource,  resource 
prices  invariably  decline  over  time, 
either  because  lower-cost  resources 


"Even  today,  1 5  years  after 
the  1973  oil  crisis  forcibly 
brought  the  possibility  of 
an  oil  shortage  to  people's 
attention,  the  world  still 
has  something  like  800 
billion  barrels  of 
recoverable  oil  reserves  to 
draw  on,  50%  more  than  it 
had  in  1 972  and  more  than 
40  years'  supply  at  current 
rates  of  consumption." 


are  discovered,  because  lower-cost 
substitutes  become  available  or  be 
cause  advancing  technology  reduces 
costs.  That's  happened  repeatedly  ir 
oil  (see  chart,  p  J 10)  and  almost  cer 
tainly  will  happen  again. 

Such  uncertainties  pose  especially 
difficult  problems  in  a  business  when 
it  takes  ten  years  between  the  tim< 
you  begin  looking  for  oil  and  the  tim( 
you  get  it  out  of  the  ground.  You  fol 
low  one  course  if  you  believe,  as  Ex 
xon  says  it  does,  that  higher-priced  oi 
is  in  the  offing.  You  follow  another  i 
you  believe,  as  Shell  and  BP  do,  thai 
$  1 5-to-$  1 8  oil  is  likely  for  the  foresee 
able  future.  The  result,  as  Prescoti 
Ball  &  Turbcn's  Bruce  Lazier  point! 
out,  is  that  Shell  concentrates  on  in 
creasing  market  share  and  Exxon  or 
maximizing  profit,  with  long-tenr 
consequences  only  time  will  prove. 

One  thing  is  clear:  The  present  $15 
to-$18  price  of  oil  is  high  enough  tc 
yield  the  industry  reasonable  profits 
lustify  the  exploration  and  develop 
ment  needed  to  assure  its  future,  anc 
low  enough  to  discourage  the  deveJ 
opment  of  lower-cost  substitutes. 

The  decline  of  OPEC  means  thai 
the  future  of  the  growing  human  rac< 
is  less  gloomy  that  it  once  looked. 
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Look  insid 

and  you'll  find  we're  more  than  aircraft. 


We've  integrated  more 
different  electronic  systems 
into  more  different  air- 
planes than  anyone  else  in 
the  world. 

The  electronics  aboard 
the  Grumman  F- 14  Tomcat 
make  it  the  world's  most 
formidable  fighter.  We're 
developing  a  radar  system 
that  operates  in  space.  And 
systems  to  test  and  diagnose 
other  electronic  systems. 

Electronic  systems  make 
Grumman  planes  the  best 
for  the  jobs  they  do.  And 
electronic  systems  are 
creating  new  opportunities 
for  Grumman. 

Only  GRUMMAN 


GRUMMAN* 


'Registered  trademark  of  Grumman  Corporation 


As  They  See  It 


From  around  the  developing  world,  three 
experienced  and  thoughtful  men  explain 
why  capitalism  is  no  longer  a  dirty  word. 

"Government 

must  learn  to 

help  the  strong" 


Why  does  much  of  the  Third 
World  stagnate?  Why  is  it 
that  Taiwan  and  Korea,  with 
scant  natural  resources,  grow  at  dou- 
ble-digit rates  and  exchange  their  au- 
thoritarian regimes  for  creeping  de- 
mocracies, while  resource-rich  places 
like  Africa,  South  America  and  the 
Soviet  Union  are  left  behind- 
Belatedly  and  reluctantly — but  defi- 


nitely— thoughtful  people  in  socialist 
and  Third  World  countries  have  come 
to  realize  that  big  government's  med- 
dling in  economic  life  is  behind  their 
woes.  At  the  very  moment  when 
many  U.S.  politicians  are  crying  for 
more  government  interference  in  the 
economy  and  stronger  populist  poli- 
cies, the  socialist  and  Third  worlds 
are  slowly  moving  in  the  opposite  di- 


rection. They're  beginning  to  realm 
income  redistribution  policies  hav( 
more  in  common  with  Al  Caponc 
than  with  Robin  Hood.  Below,  Forbe: 
reporters  Patrice  Duggan,  Peter  Fuhr 
man  and  Pranay  Gupte  report  recen 
conversations  with  influential  think 
ers  from  lagging  economies:  a  Hun 
garian  politburo  member,  a  Braziliai 
technocrat  and  a  Sri  Lanka-born  ad 
viser  to  Third  World  leaders.  Indepen 
dently,  all  three  agree  that  state  inter 
ference — especially  populist  policie: 
that  suppress  the  rich  and  favor  th< 

poor — is  a  central  cause  of  stagnation 

i  ] 

Recently  in  Rio  de  Janeiro,  Patrice  Dug,, 
gan  writes:  Ozires  Silva  is  one  of  Bra 
zil's  leading  executives,  a  man  wh( 
has  helped  create  thousands  of  gooc 
jobs  and  helped  bring  Brazil  into  th 
20th  century.  He's  an  aeronautical  en 
gineer  with  a  master's  degree  fron 
Caltech,  and  a  former  officer  in  th 
Brazilian  air  force.  In  1969  he  ccj 
founded  Embraer,  the  state-controlle' 
aeronautics  firm  that  now  has  export 
of  S250  million  a  year,  mostly  in  com 
muter  aircraft. 

Brazil  does  not  suffer  from  official 
socialism,  but  a  large  part  of  the  ecorf.  j 
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amy — currently  in  disarray — is  under 
state  ownership.  Silva  now  runs  Pe- 
trobras,  Brazil's  $20  billion  (revenues) 
state-controlled  oil  company — an  in- 
:reasingly  frustrating  job.  The  coun- 
try's vocal  and  nationalistic  congress- 
men want  him  to  run  Petrobras  like  a 
X)st  office.  Fatten  up  the  subsidies. 
Pad  the  payroll.  Already  Petrobras 
employs  68,000  workers;  with  almost 
our  times  the  revenues,  Exxon  em- 
Joys  100,000.  And  Petrobras  is  but 
me  of  the  most  visible  segments  of 
;uch  bureaucratic  waste. 

7orbes-  Why  are  state-owned  companies 
ike  Petrobras  so  inefficient,  compared 
vith  their  international  competitors? 
•ilia.  We  need  to  drastically  change 
he  current  bureaucracy.  Today  the 
:ompany  is  'flat,'  everyone  is  equal 
Two  men  doing  the  same  job  have  the 
ame  wage.  But  in  my  point  of  view, 
>eople  are  different.  A  management 
ystem  is  like  a  race  course.  You  give 
he  same  starting  point  for  everyone, 
>ut  only  the  best  will  win.  But  Brazil 
las  created  a  syndrome  where  every- 
me  is  a  winner.  You  can  see  it  in  our 
tew  [populist]  constitution  [expected 
o  be  completed  within  the  next  few 
aonthsj.  The  new  constitution  is  try- 
Qg  to  create  140  million  winners. 

'•razil  owes  Western  banks  and  institu- 


Ozires  Silva,  of  Brazil's  Petrobras 

"The  new  constitution  is  trying  to  create  140  million  winners. 
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Ralph  liuuttjcns,  university  professor  and  consultant  to  Third  World  leaders 

"A  drastic  divorce  from  capitalistic  involvement  is  not  possible  without  a  collapse  in  standards  of  living." 


nous  over  $1 1()  billion    To  resolve  the 

crisis,  there  is  talk  of  replacing  some  debt 
with  foreign  equity  in  companies  note 
owned  by  the  state  Will  this  work" 
Investors  must  have  confidence  in  the 
economy  and  feel  the  government 
isn't  going  to  interfere  in  pricing.  (But| 
now  you  go  to  the  government  and 
they  tell  you  to  sell  for  $6  when  your 
costs  arc  $8.  If  Petrobras  were  a  pri- 
vate company,  it  would  be  completely 
different.  We  would  deliver  products 
only  to  customers  who  paid  their 
bills.  This  is  not  exactly  true  now. 

A  good  example  is  your  runaway  pro 
gram  of  subsidizing  alcohol  as  a  substi- 
tute for  gasoline 

I  cannot  say  I  am  opposed  to  the  pro- 
gram, but  if  1  were  running  this  as  a 
private   company.   I   would  do  away 
with  it  It  isn't  viable.  We  have  to  buy 
at  a  higher  price  than  we  are  allowed 
II    The   alcohol   program   is  no 
:pla<  ing  oil  imports.  Alcohol 
tically  displaced  gasoline  in 
rhe  We  now  have  a  gasoline 

.'  we  must  sometimes  ex- 
iow  return. 

it  Brazil isa  lucky 


country  rich  in  natural  resources  and  in 
people  Yet  the  economy  is  a  shambles 
The  biggest  obstacle  to  economic  effi- 
ciency is  the  Brazilian  government. 
Instead  of  the  government's  interfer- 
ing in  the  companies'  day-to-day 
management,  I'd  prefer  that  it  start 
asking  for  results,  to  be  less  govern- 
ment and  more  shareholder.  This  is 
vital.  We  have  an  environment  with 
high  inflation  [currently  18%  a 
month],  and  the  government  controls 
the  price  of  our  product. 

What's  holding  up  reform-' 
Unfortunately,  there  is  a  left  here  in 
Brazil  that  is  able  to  speak  very  loud- 
ly. But  the  Brazilian  people  belong  to 
the  consumer  society.  They  like  to 
spend,  they  like  foreign  products.  I'm 
not  sure  if  this  Brazilian  left  repre- 
sents the  Brazilian  people. 

From  London,  Peter  Fubrman  writes  At 

54  Imre  Pozsgay  demands  radical  re- 
forms of  the  controls-ridden  Hungar- 
ian economy.  When  I  interviewed 
him  in  Budapest  last  fall  (see  Forbes, 
Dei  N,  1987),  Pozsgay  was  in  the 
political  wilderness;  he  lost  his  minis- 
terial  lob  in  1982  and  has  served  since 


as  the  general  secretary  of  the  Pathol 
ic  People's  Front,  a  powerless  appeif 
dage  to  the  Hungarian  governmenl 
Said  he  darkly:  "The  whole  country  | 
now  under  the  bureaucratic  control  i 
a  small  group  of  men.  .  .  .  There  wil 
be  no  economic  improvement,  on| 
catastrophe." 

But  on  May  22  reformers  in  Hungj 
ry's  politburo  ousted  longtime  pari 
chief  (anos  Kadar  and  replaced  sever! 
socialist  hard-liners  with  ardent  r| 
formers — including  Pozsgay.  Our  coil 
vcrsation  of  a  few  months  ago  shetf 
light  on  directions  Hungary's  nej 
government  may  turn. 

Fokbi  s  Hungary  has  been  "reform  inf>"\ 
economy  since  the  late  1960s,  vet  wit 
country's  debt  grows  and  the  econom\ 
crisis  deepens   Why? 

Pozsgay  The  sense  of  political  vahi'| 
was  against  the  reforms. 

There  are  two  obstacles  to  reforr 
ideology  and  politics.  It  is  useless 
use  ideology  to  solve  Hungary's  prol 
lems.  Who  cares  what  stage  of  histol 
we  are  in?  No  ideology  can  answ| 
questions  about  the  role  of  the  mark 
and  wages  and  prices.  We  have  to 
cept  the  contradiction  between  ec 
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jicy  and  social  equality. 

i  means  that  government  must 

learn  to  help  the  strong  as  well  as  the 

weak.  The  state  took  responsibility 

.  all  social  and  political  and  eco- 
nomic matters.  This  has  proved  to  be 
more  than  the  state  can  handle. 

The  party  leaders  claim  they've 
been  elected,  but  by  whom?  There  are 
no  real  elections  here.  The  govern- 
ment has  made  so  many  promises 
that  weren't  kept,  no  one  believes  us 
anymore. 

Hence  Hungary's  famous  political  cyni- 
cism, its  wonderfully  black  humor.  But 
breaking  the  Hungarians  out  of  this  cyni- 
cism will  be  difficult,  won 't  it? 
This  is  why  we're  paying  such  a  high 
price.  No  one  feels  enterprising,  citi- 
zens have  been  degraded,  and  there  is 
no  initiative  in  the  society.  But  good 
things  may  come  of  the  fact  that  the 
government  has  no  real  public  sup- 
port. Until  the  economic  situation  got 
really  bad  and  dramatic,  no  one  was 
willing  to  take  the  necessary  steps. 

What  will  happen  in  Hungary  if  you  and 
your  supporters  are  gk  en  greater pOU  er? 
Two  things  will  change.  There  will  be 
more  public  openness.  This  will  go 
further  than  glasnost.  Also,  the  gov- 
ernment monopoly  on  power  will  re- 
cede, both  in  ownership  of  production 
and  in  terms  of  freer  elections.  The 
only  way  to  solve  this  grave  situation 
is  to  open  |the  country).  Thus  political 
reform  becomes  the  basis  of  economic 
reform. 

Prom  Seic  York,  Pranay  <>i//>tc  antes  As 
a  student,  Ralph  Buultjens  frequently 
went  to  India  during  the  1950s  and 
early  1960s,  where  he  came  to  know 
Jawaharlal  Nehru,  India's  prime  min- 
ister from  1947  until  his  death  in 
1964.  Buultjens  subsequently  also  be- 
came a  close  friend  of  Nehru's  daugh- 
ter, India's  late  prime  minister  Indira 
Gandhi.  Buultjens  is  frequently  con- 
sulted by  Third  World  leaders.  Sri 
Lanka-born  Buultjens,  51,  teaches  po- 
litical science  and  comparative  phi- 
losophy at  New  York  University  and 
the  New  School  for  Social  Research. 
He  also  lectures  at  universities 
throughout  the  world  on  Third  World 
development  Buultjens  is  not  encour- 
aged by  the  way  things  are  going. 

West   investment  in  Third 
it? 

5t  indicators  show  that 

it  has  come  to  a 

ot    the   Third 

<-  i  ral  areas,  such 

n  llback  to 

!  the  1950s 


and  1960s.  A  40-year  development  ef- 
fort, commencing  shortly  after  World 
War  II  and  incurring  a  collective  in- 
vestment of  over  $5  trillion,  is  now 
poised  on  the  brink  of  collapse. 

Wljy?  And  what,  based  on  your  experi- 
ence, can  and  should  be  done? 
First,  I  think  there  has  to  be  a  substan- 
tial renovation  of  the  internal  pro- 
cesses of  development  in  many  Third 
World  countries.  These  include  a  re- 
duction in  corruption  and  more  effi- 
cient management.  I  have  often  advo- 
cated the  death  penalty  for  corruption 
by  Third  World  politicians. 
Second,  strategies  of  development 


^ 
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Hungary's  fmre  Pozsgay 

"Further  than  glasnost." 

must  focus  on  internally  generated 
economic  activities.  The  answer  to 
unemployment  in  Third  World  coun- 
tries is  not  more  government-created 
jobs  but  more  self-employment. 

Third,  a  vast  number  of  economic 
assets  of  Third  World  countries  are 
under  government  management. 
There  is  a  good  case  for  government 
management  of  certain  essential  ser- 
vices. However,  there  are  many  activ- 
ities that  will  be  more  productively 
developed  if  their  management  is  lib- 
erated from  governmental  bureaucrat- 
ic control.  After  all,  bad  management 
destroys  scarce  capital  at  a  faster  rate 
than  almost  anything  else. 

And  better  relationships  between 
multinational  corporations  and  Third 
World  economies  are  needed. 

But  aren't  "multinationals"  considered 
unsavory  in  much  of  the  Third  World? 

Until  recently,  this  was  indeed  the 
case.  However,  there  arc  a  number  of 
signs  indicating  that  Third  World  atti- 


tudes toward  international  businesj 
are  changing.  Within  the  past  two  c 
three  years,  major  Marxist  countrk 
have  discovered  the  virtues  of  mult 
national  capitalism  in  reviving  the 
stagnant  economies.  Since  man 
Third  World  countries  take  their  pc 
litical  signals  from  these  powers- 
such  as  the  Soviet  Union  and  China-j 
their  reformed  economic  policies  wil 
create  a  more  favorable  climate  fcj 
multinationals  in  the  Third  World.  I 
Besides,  Third  World  countries  in 
creasingly  are  realizing  that  multinJ 
tionals  are  one  of  the  few  sources  a 
capital,  technology  and  managemerj 
skills  that  can  be  introduced  win 
speed  and  without  bureaucracy  int 
their  own  economic  arena. 

But  is  there  not  a  real  danger  that  socia 
ist  leaders  are  merely  flirting  with  capita 
ism  for  sJ)ort-term  relief  for  their  besiege] 
economies — and  that  the  walls  will  ri\ 
again  once  they  bare  gotten  what  tbu 
need  from  the  West? 
The  most  remarkable  development  i 
international  economics  in  the  pa 
decade  has  been  the  way  in  whi 
communist  economies,  which  on 
prided  themselves  on  their  autark 
have  become  increasingly  integrat 
in  the  global  economic  system, 
terms  of  capital,  technology  and  m 
kets,  the  entire  future  of  major  co: 
munist  economies  is  now  predicat 
on  increased  relationships  with 
industrial   democracies.   The   Sovi 
Union  and  China  are  looking  to 
approach  to  unleash  local  entrepri 
neurial  talent. 

Vietnam's  new  leader,  Nguyen  V; 
Linh,  has  even  suggested  that  th 
were,  in  his  words,  "too  hasty,  t 
simplistic  and  too  subjective  in  tryi 
to  build  socialism  without  goi 
through  the  necessary  period  of  ca; 
talist  development." 

A  drastic  divorce  from  capitalist! 
involvement  is  not  possible  withou 
dramatic  collapse  in  standards  of  li 
ing — and  that  no  government  can 
dure.  This  has  happened  before  in 
Soviet  Union  when  the  new  econo: 
ic  policies  instituted  by  Lenin  we 
scrapped  by  Stalin  in  the  late  1921 
But  that  was  another  era,  and  Stal 
methods  of  problem-containment  o 
viously  cannot  be  applied  today! 

1  think  that  it  is  an  enormous  tri 
ute  that  socialism  now  pays  to  ca] 
tahsm.  In  this  lies  an  outstanding  o| 
portunity  for  creating  a  new  type 
economic  model  that  will  be  appli 
ble  to  many  Third  World  countri 
Even  if  Mikhail  Gorbachev  and  Dei 
Xiaoping  disappear,  it  will  not  be  ea: 
to  unscramble  the  omelet  of  Gorf 
chevism  and  Dengism.  ■ 
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Numbers  Game 


Murray  Ohio 's  president  told  the  judge  a 
lot  more  about  its  divisional  losses  than  he 
ever  told  shareholders. 

Breaking  up 
is  hard  to  do 


By  Richard  Greene 


ALMOST  ANY  PROBLEM  Can  be 
made  more  bearable  behind  the 
i  shield  of  generally  accepted 
accounting  principles  (GAAP).  But 
rarely  has  an  instance  of  making  bad 
news  look  better  been  more  graphical- 
ly illustrated  than  in  some  recent 
court  testimony  given  by  high  offi- 
cials of  Tennessee-based  Murray  Ohio 
Manufacturing  Co.  (1987  revenues, 
$438  million). 

"[Our  annual  report]  didn't  give  the 
true  story  as  far  as  our  actual  profit  or 
actual  loss  by  product  line,"  the  com- 
pany's chairman,   William   Hannon, 
told  a  federal  court  judge  in  Nashville 
in  May.  In  fact,  added  President  John  L. 
Duncan,  "1986  numbers  showed  ap- 
proximately a  $3  million  loss  (for  our 
bicycle  line],  when  in  reality  it  was 
more  of  a  $6  |million]  or  $7  million 
loss."    The    following    year, 
Duncan  explained  in  court, 
the  annual  report  showed  a 
loss  on  its  bicycle  division  of 
nver  $7  million  when  "the 
actual  loss  .  .  .  would  be  in 
the  area  of  $15  (million]  to 
$16  million." 

Duncan  and  Hannon  were 
admitting  to  the  misleading 
nunil    -  is  part  of  court  tes- 
stop  hos- 
tile by 

ifac- 

uld 
livision 

i    in 
proi 

■ 

the 
first  i  oi 


In  this  case,  the  maneuver  involved 
allocation  of  corporate  overhead  ex- 
penses. Most  companies  with  more 
than  one  operating  division  have  not 
only  corporate  financial  staffs  to  over- 
see their  operations  but  corporate-lev- 
el R&D,  public  relations  and  advertis- 
ing departments  as  well.  GAAP  rules 
give  accountants  huge  latitude  in  re- 
porting costs  of  such  operations. 

In  Murray's  case  the  company  sim- 
ply chose  not  to  allocate  almost  $17 
million  of  corporate  overhead  to  its 
bicycle  division  or  its  power  mower 
division.  The  $17  million  figure  only 
appears  as  a  total  corporate  figure — no 
specific  division  is  given.  Had  it  been 
otherwise,  Duncan  told  the  judge, 
"We  would  have  a  great  deal  of  pres- 
sure from  analysts  .  .  .  saying  that  we 
shouldn't  stay  in  the  business." 

Murray  insists  that  neither  it  nor  its 
auditor  broke  any  GAAP  rules.  That, 


precisely,  is  the  point.  The  rules 
this  area  are  so  liberal  that  they  woul 
be  hard  to  break.  Explains  Mark  Ma! 
bon,  a  practice  fellow  with  the  Finar 
cial  Accounting  Standards  Boarc 
"Operating  expenses  that  aren't  d 
rectly  traceable  to  an  industry  sej 
ment  shall  be  allocated  on  a  reasor 
able  basis  among  those  industry  sej 
ments.  And  the  FASB  doesn't  giv 
much  guidance  on  what  a  reasonabl 
basis  is." 

No  surprise,  then,  that  over  th 
years  Murray  has  hardly  been  consi; 
tent  regarding  how  to  handle  corp( 
rate  overhead  in  its  financial  statf 
ments.  In  1985,  for  instance,  whe 
Ernst  &  Whinney  was  auditing  Mu 
ray's  books,  the  company  provided  I 
detailed  breakdown  of  how  corporatj 
expenses  were  allocated  to  its  divl 
sions.  In  1986,  when  Peat  Marwicl 
audited  the  books — and  losses  in  trj 
bike  business  mushroomed — thes] 
crucial  breakdowns  were  not  showi 
Says  a  top  accountant  in  one  Big  Eigl 
firm,  "It's  peculiar  that  in  one  ye; 
they  were  able  to  allocate  and  tr 
next  year  they  weren't.  One  year 
the  other  is  very  likely  wrong." 

Why  the  change?  There's  nary 

footnote    in    any    Murray    financi 

statement  to  enlighten  the  sharehol 

er,  but,  says  Edmund  Coulson,  chi 

accountant  for  the  Securities  &  E: 

change  Commission,  "Any  changes 

company  makes  in  its  method  for 

locating  expenses  would  have  to 

disclosed."  The  SEC  will  not  confi 

or  deny  that  an  investigation  has  be 

opened,  but  concedes  that  any  infra) 

tion  of  the  rule  would  be  looked  int 

It's  easy  to  understand  why  Murr, 

Ohio  wanted  to  avoid  showing 

more  detailed  numbers.  "The  comp 

.    ny  had  enough  pressures  i 

business  being  overtaken 

foreign    competitors,"    sa 

Lee  Isgur,   an  analyst  wi 

PaineWebber.   "In  terms 

its  overall  business  stratej 

it  was  probably  going  to 

beneficial  to  shareholders 

the  long  run,  if  it  could  mi 

gate  analysts'  criticism 

By  making  the  bike  di 
sion  look  healthier  in  its 
ports    Murray    may    inde<, 
have  wanted  only  to  bols 
its  stock  price  and  buy  ti 
to  solve  some  problems.  B 
is  sweeping  bad  news  undei 
rug  the  way  to  do  it?  Is  tha' 
legitimate  function  of  co: 
rate  accounting? 

Who    knows    how 
such  instances  go  unnoti 
because    those    who    do 
don't  fess  up  to  a  judge?  I 
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"UNTIL  EOS, 
THIS  PRO 

was  totally 
green: 

But  when  baseball  superstar  Dale 
Murphy  set  EOS  on  the  Green  Zone, 
he  quickly  discovered  how  easy  it  is 
to  become  a  really  great  photogra- 
pher. Because  even  though  EOS  is  an 
autofocus  SLR  camera — the  same 
kind  the  pros  use — on  the  Green 
Zone,  it's  a  camera  anyone  can  use. 
On  the  Green  Zone,  there's  no  way 
you  can  make  a  mistake.  The  exclu- 
sive technology  inside  EOS  simply 
won't  let  you. 

That  means  the  perfectly  focused 
action  shots  you've  always  wanted  to 
take  are  yours.  Lenses  with  built-in 
computers  and  motors  make  sure. 
The  great  zoom  shots  you've  always 
wanted?  Yours.  Tough  low-light  shots 
— like  the  birthday  candles  on  your 
kid's  cake?  All,  yours.  As  easy  as 
pushing  a  button. 
With  EOS' full  line  of  optional  EF 
lenses,  dedicated  Speedlites  and 
accessories — and  the  Green  Zone — 
anyone  can  shoot  creatively,  beauti- 
fully, easily. 

Canon  EOS.  Shoot  like  a  pro,  right  off 
the  bat. 

CANON  EOS  CREDIT  CARD  PROMOTION 

Use  the  Canon  Credit  Card  at  participating  Canon 
dealers  to  buy  EOS  before  June  30,  1988— you'll  pay 
no  money  down  and  no  finance  charges*  through 
September  22,  1988.  For  more  information,  call 
1-800-345-1192. 

•Beginning  Sept.  23,  1988,  finance  charges  will 
accrue  at  a  rate  of  up  to  17.88%  APR,  with  up  to  a  50* 
minimum  monthly  finance  charge. 

CANON  SWEEPSTAKES  AND  $500 
TRAVEL  SAVINGS  CERTIFICATES 

Buy  EOS  before  June  30,  1988,  and  receive  up  to 
$500  in  Travel  Savings  Certificates  and  a  sweepstakes 
entry  to  win  a  1988  Mercury  Sable  GS*! 
*  Travel  Savings  offer  available  by  mail  with  proof  of 
Canon  Camera  purchase  made  between  April  l-|une 
30,  1988.  No  purchase  necessary  to  enter  sweep- 
stakes. Ohio  &  Michigan  residents  only:  To  enter 
sweepstakes  by  mail,  send  3x5  card  with  name  and 
address  to  Canon  Camera  Gift  Sweepstakes,  RO.  Box 
3008,  Church  Hill,  MD  21690.  Void  where  prohib- 
ited by  law.  Entrants  must  be  age  18  or  over.  Sweep- 
stakes entries  and  Travel  Savings  requests  must  be 
postmarked  by  June  30,  1988. 


Canon 


SAMMY  DAVIS  J6. 


Come  see  the  Canon 
Sammy  Davis,  Jr. 
Greater  Hortford  Open. 
iv\y  21-24  or  watch 
it  on  CBS  fetevn»on. 


Official  Sponsor  of  the 
U.S.  Olympic  Team 


Canon 


620/650 

More  than  autofocus. 
Easier  than  even 


Canon  USA,  Inc  .  One  Canon  Plaza.  Lake  Success.  NY  11042 
©1988  Canon  USA.  Inc 


yrnpany  that  depends  on  dealers  had 
better  keep  them  happy.  Otherwise,  how  do 
you  reach  the  customers? 

Monkey  wrench 
at  Snap-on  Tools 


By  Deirdre  Fanning 


Snap-on  Tools  Corp.  has  been  a 
shareholder's  dream.  Over  the 
last  decade  the  Kenosha,  Wis.- 
based  company  has  averaged  a  21% 
return  on  equity.  Sales  last  year  were 


up  12%,  to  $754  million,  while  earn- 
ings leapt  35%,  to  $89  million.  Snap- 
on's  market  share?  At  last  count,  an 
estimated  50% .  And  the  product?  The 
finest-made  automobile  hand  tools 
around. 
With  a  record  like  that  you  might 


go  y 
thousands  uj  dealers  who  are  doing  well. 


Pictures 


think  the  Snap-on  story  is  too  good  tc 
be  true.  And  you  might  be  right.  Al 
though  you  won't  read  it  in  the  com 
pany's  slick  annual  report,  Snap-or 
Tools  is  currently  the  subject  of  1^ 
lawsuits  filed  in  state  courts  arounc 
the  country  by  19  former  and  curreni 
dealers  who  charge  the  company  wit! 
everything  from  harassment  to  bread 
of  contract  and  fraud. 

More  suits  with  similar  allegation: 
are  expected  in  the  coming  months 
and  the  picture  emerging  from  thes< 
actions  suggests  there  may  be  seriou: 
trouble  ahead. 

At  issue  in  the  lawsuits  is  the  wa 
in  which  Snap-on  runs  its  much-toutj 
ed  dealerships.  A  vast  worldwide  net 
work  of  more  than  4,700  independeni 
Snap-on  dealers — 1,000  of  which  hav< 
been  added  since  1982  alone — cur[ 
rently  scours  the  countryside  lookinj 
for  professional  auto  mechanics  wh< 
will  buy  Snap-on  tools  right  off  th. 
back  of  the  snazzy-looking  trucks  emi  i 
bossed  with  the  red  Snap-on  logo. 

When  a  Snap-on  dealer  signs  oil 
with  the  company  he  buys  a  business;! 
shelling  out  $60,000  to  $80,000  for 
truck  loaded  with  Snap-on  tools.  Al'j 
though  the  company  assigns  the  deall^ 
er  a  sales  territory — with  a  specific 
list  of  customer  calls — the  business  if 
his  to  own  and  run.  Or  at  least  that'* 
what  the  company  tells  its  raw 
cruits  in  promotional  brochures. 

The  current  lawsuits  allege  a  ver 
different  story.  The  plaintiffs  clai: 
that  in  a  never-ending  quest  to  gai 
market  share,  Snap-on  engages  in 
pattern  of  interference,  dominance 
and  misrepresentation  that  can  mak' 
it  virtually  impossible  for  a  dealer  t\ 
earn  much  of  a  living. 

Take  the  1986  case  of  former  Cal: 
fornia  dealer  George  Owens.  In  th 
only  case  to  go  to  trial  so  far,  Owen 
charged  Snap-on  with  breaching  it 
dealership  contract  with  him.  H 
claimed  the  company  pressured  hie 
to  split  his  allotted  sales  terntor 
with  another  dealer,  a  move  that  h 
said  would  greatly  reduce  his  profits 

The  alleged  motive  was  simpk 
Two  dealers  working  a  territory  ar 
forced  to  work  twice  as  hard  to  mak 
the  same  profits  as  before.  The  dealer 
might  ultimately  lose  money  becaus 
of  their  diminished  customer  bast 
but  the  company  always  wins.  A  Sx 
Francisco  state  jury  agreed  wit^ 
Owens'  gripe  and  awarded  him  $6. 
million  in  damages,  an  amount  tha 
was  later  reduced  in  a  settlement. 

Other  lawsuits  claim  that  the  corr 
pany  regularly  misrepresents  th 
amount  of  money  a  prospective  dealt 
will  make  by  allotting  him  a  "short 
territory.  In  the  George  Owens  case, 
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How  Leaseway  helped  a  major 
nanuMurer  remain  competitive 

in  a  global  market. 


Leaseway  Case  Study  #27:  Caterpillar. 


Vith  increasing  competition 
throughout  the  world, 
iy American  manufacturers 
taking  a  new  look  at 
ir  old  way  of  handling 
sical  distribution.     , 


se  in  point. 

emain  com- 
itive,  Caterpillar, 

of  the  world's 
est  manufacturers 
naterial-  handling 
ipment,  moved  a  significant 
don  of  their  manufacturing  produc- 

overseas.  But  then  they  faced  the 
blem  of  how  to  meet  the  exact 
jirements  of  their  customers  in  the 
.  and  keep  inventory  costs  to 
linimum. 

The  solution. 


actually  attaches  options  to  the  lift  trucks. 
Wheels,  counterweights,  forks,  and 
masts  are  installed  as  speci- 
fied by  Caterpillar.  The 
lift  trucks  are  then 
delivered  to  CATs  dis- 
tribution center  for 
intricate  finishing 
and  final  quality- 
control  testing. 
Leaseway  operates 
the  system,  but 
Caterpillar 
retains  control. 


lar  entered  a  partnership  with 
seway  Transportation.  Utilizing  their 
ribution  expertise,  Leaseway  located 
table  warehouse  and  designed  the 
ut  and  rack  system.  By  this  unique 
gn,  a  40%  increase  in  space 
zation  was  achieved. 
In  addition  to  providing  parts 
•ection  and  warehousing,  Leaseway 


The  result. 


By  postponing  final  configuration  in  the 
channel  of  distribution,  Caterpillar  was 
able  to  dramatically  improve  service  to 
customers  and  dealers.  Costs  were 
lowered  through  reduced  finished  goods 
inventory,  faster  turnaround  on  orders, 
and  lower  labor  costs.  And  Caterpillar 
incurred  no  costly  capital 
investment.  Caterpillar  was 
able  to  concentrate  its 
expertise  in  what  it 
does  best:  the 
design,  manu- 
facturing, and 
marketing  of 
high-quality 
lift  trucks. 


The  conclusion. 


flake  a  new  look  at  your  old 
way  of  handling  physical 
distribution.  Leaseway  can 
help  like  no  other  company. 
We  begin  by  analyzing  your 
entire  distribution  system,  or  any  part 
of  it.  And  recommend  a  cost-effective 
solution  that's  custom-tailored  to 
your  unique  needs. 

We're  sure  we  have  some  ideas  for 
you.  To  see  how  a  partnership  with 
Leaseway  can  help  make  your  business 


more  cost-effective,  call  Charles  B. 
Lounsbury,  Senior  W,  at  1-800-428-0042. 
In  Ohio,  1-800-428-0028.  Or  write 
Leaseway  Transportation,  3700  Park  East 
Drive,  Cleveland,  Ohio  44122. 

Call  1-800-428-0042. 


rP 


Please  tell  me  how  a  partnership  with  Leaseway'  can 
make  mv  business  more  cost-effective. 


Name. 


Title- 


Company- 


Address. 


City_ 


State- 


.Zip- 


Telephone. 


/2r  Leaseway 

^nr    Transportation® 

Leaseway  Transportation  is  a  group  of  companies  providing  services 
in  physical  distribution:  Dedicated.  Contract,  and  Common  Carriage; 
Auto  and  Bulk  Transport;  Distribution  Center  Services; 
Personnel  Leasing. 

Copyright  1987  Leaseway  Transportation  Corp.  FBS62788 

CATERPILLAR,  CAT  and  D3  are  trademarks  of  Caterpillar  Inc 
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Former  Snap-on  dealer  James  Alexander  ami  bis  wife.  Maria 

Is  the  business  theirs  to  own  and  run?  Or  is  that  just  what  the  company  tells  recruits? 


Cheryl  PendletorVChicago  Tribu 


Snap-on  vice  president  testified  in 
1985  that  the  appropriate  number  of 
potential  customers  per  territory  was 
250  to  300.  Although  the  company 
now  claims  the  appropriate  number  is 
closer  to  200,  some  territories  still 
contain  fewer  than  200  potential  cus- 
tomers. The  result?  Dealers  with 
short  territories  have  to  work  that 
much  harder  to  meet  the  average 
weekly  sales  amounts  of  $4,700. 

One  former  dealer  in  the  Seabrook, 
N.H.   Snap-on   branch   last   year  re- 
ceived a  territory  that  he  says  con- 
tained about  120  potential  customers. 
Within  six  months  of  launching  his 
business  he  was  floundering,  and  he 
says  that  when  he  complained  to  his 
field  manager,  he  was  told  he  wasn't 
following  the  Snap-on  formula.  Six 
months  later  he  had  left  the  company, 
having  lost  $65,000.  A  current  dealer 
from  the  Salt  Lake  City  branch  strug- 
-.onths  to  meet  the  target 
10  to  $5,000  in  weekly  sales 
hen  he  began  his 
it  he  wasn't  even 
kly   sales   of 
ik  at  his 
that  he 
40%  of 
\ist. 
n.ip- 
lordered 


shipments  of  promotional  tools, 
which  the  dealers  are  encouraged  to 
unload  on  customers.  As  with  regular 
inventory  orders,  the  dealers  are  ex- 
pected to  pay  Snap-on  for  these  tools 
within  one  week  of  their  delivery; 
otherwise,  the  company  won't  take 
their  regular  tool  orders. 

Snap-on  denies  that  it  forces  pro- 
motional tools  on  dealers.  But  since 
dealers  are  automatically  billed  for 
the  promos,  they  must  either  accept 
and  try  to  sell  them  or  send  them  back 
and  await  a  credit,  which  can  take  as 
long  as  a  month.  Either  way,  disaffect- 
ed dealers  say,  they  can't  organize 
their  cash  flow  around  these  unex- 
pected dropoffs.  "|I]  may  order  $1,000 
of  tools  one  week,  but  because  of  the 
promotional  tools  (Ij  then  get  a  bill  for 
$4,000,"  complains  the  dealer  in  the 
Salt  Lake  City  Snap-on  branch. 

Perhaps  the  most  troublesome  alle- 
gation against  Snap-on  comes  in  a 
lawsuit  filed  in  Missouri  state  court 
by  former  dealer  fames  Alexander.  He 
claims  the  company  used  falsified 
documents  to  force  him  out  of  busi- 
ness. Alexander  admits  that  his  sales 
were  at  one  time  disappointing,  but 
claims  that  they  had  started  to  pick 
up  by  February  1986,  to  about  $6,000 
a  week  in  his  territory  around  St.  Lou- 
is. He  had  complained  about  the  loads 


of  unordered  promotional  tools  th;I 
were  frequently  dumped  on  him  an' 
he  says  he  especially  resented  tl 
pressure  Snap-on  put  on  him  to  ei 
tend  credit  to  customers  he  felt  wei 
bad  credit  risks. 

So,  he  says,  the  company  assigned| 
field  manager  to  conduct  a  wntte 
survey  of  his  customers  to  determir 
whether  they  were  happy  with  h' 
service.  Snap-on  subsequently  pr< 
duced  survey  reports  indicating  a  nev 
ative  view  of  the  dealer  by  custome 
and  in  March  1986  the  company  te 
minated  its  dealership  agreemei 
with  him.  But  some  of  the  response 
to  the  survey  seem  to  have  been  fabi 
cated.  In  at  least  two  instances,  til 
signatures  on  the  customer  surve 
were  of  people  who  had  never  bet 
employed  by  the  auto  repair  she 
where  Snap-on  claimed  to  have  co 
ducted  interviews. 

Snap-on  denies  all  claims  of  wron 
doing  and  says  it  intends  to  contim 
doing  business  the  way  it  always  ha 
'.'We've  got  thousands  of  dealers  wl 
are  doing  well,"  says  Chairman  Ma 
ion  Gregory.  That  may  be.  But  d  j 
number  of  disgruntled  dealers  filii 
lawsuits  has  grown.  If  the  jury  in  til 
Owens  case  is  any  indication,  it  m; 
not  be  long  before  those  suits  tal 
their  toll  on  Snap-on's  earnings. 
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Fou  know  how  it  was  as  a 

kid.  You  stared  at  the  sand 

ig  enough  and  out  of  the 

-ner  of  your  eye  you  spotted 

nething  no  one  else  saw. 

d  it  was  the  catch  of  the  day. 

Ne  look  at  the  oil  business 

i  that.  We  can  drill  where 

:ryone  else  does.  Or  we  can 

:  innovation  to  drill  where 

one  has  drilled  before.  We 

i  build  new  refineries.  Or 

can  apply  new  technology 

the  ones  we  have  so  they 

rk  more  efficiently. 

Tiat's  why  we  were  one  of 

pioneers  of  the  North  Sea 

lling  venture  known  as 

jfisk.  A  city  at  sea,  it  was 

first  major  oil  field  ever 

:overed  in  Western  Europe . 

Ve  led  the  way  in  low-cost, 

:  h  efficiency  refining  tech- 

[  ogy  for  the  production  of 

;  Jity  premium  unleaded  fu- 

;  And  when  others  saw  no 

:  ential  in  bottom-of-the- 

:  rel  crude,  we  developed 

:  process  that  refines  it  into 

:  h  quality  gasoline. 

\nd  below  our  offshore 

r,s,  a  thriving  undersea 

t  id  complete  with  mussels, 

>  fish,  and  scallops  tells  our 

:  ironmental  story.  They  re- 

i  i  the  structure  as  a  natural 

r  ~,  and  we  don't  see  any  rea- 

i  to  tell  them  otherwise. 

ike  a  child  searching  for 
a  sure,  when  you're  looking 
5  the  undiscovered  it  doesn't 
a  ter  as  much  where  you  look 
i  ow  wide  you  open  your  eyes . 
or  more  information  write 
[('atricia  Marshall,  Phillips 
Proleum,  16D-4  Phillips 
B(?.,Bartlesville,  OK  74004. 


1  illips  Petroleum  Company 

Performing  to  meet 
the  challenge  of  change. 


IF  YOU  LOOK  HARD  ENOUGH, 

YOU'LL  BE  SURPRISED  WHAT  YOU  MIGHT  FIND. 


Marketing 


By  Edward  F.  Cone 


Edited  by  Jeffrey  A.  Trachtenberg 


Advertising  that  people  like  and  that  wins 
awards  is  real  nice.  But  advertising  that 
sells  the  product  is  a  whole  lot  better.  Too 
frequently  they  are  quite  different  animals. 

Terrific!  I  hate  it 


EcoolerCq 


^fcifrL*' 


Scenes  from  tbe  mucb-praised  BarHes  &Jaymes  andlsuzu  commercials 
One  worked,  the  other  didn't. 


America  digs  Joe  Isuzu,  the  lov 
able  liar  who  stars  in  the  well 
i  known  and  much  talked  about 
television  campaign  for  Isuzu  Motors. 
Joe  has  made  the  leap  from  commer- 
cial character  to  pop  culture  icon. 
President  Reagan  cited  him  in  a 
speech;  the  commercials  have  won 
many  industry  awards,  including  the 
1987  Gold  Lion  at  the  International 
Advertising  Film  Festival  at  Cannes, 
for  its  creators,  the  Delia  Femina, 
Travisano  &  Partners  Inc.  agency, 
Market  research  shows  the  spots  are 
highly  popular  with  viewers. 

America  is  much  less  fond  of  the 
crew  of  young  car  designers  sitting 
around  a  table,  explaining  to  each  oth 
er  how  Nissan's  cars  are  "Built  for  the 
human  race."  That  campaign,  the 
first  from  Nissan's  new  agency 
Chiat/Day,  has  been  ridiculed  b) 
much  of  the  industry.  Adueek,  th( 
trade  publication,  trashed  it  as  one  o: 
the  worst  ads  of  1987.  So  the  Isuzu  ad; 
are  more  effective,  right? 

Wrong.  The  "liar"  spots  sell  cars  ne 
better  than  the  Nissan  commercials  j 
In  fact,  both  campaigns  have  prob 
lems.  Except  for  its  4-wheel-driv(| 
Trooper,  a  model  that  is  hot  for  man)  ( 
manufacturers,  Isuzu  car  sales  anj 
down  24%  for  the  first  four  months  o  \ 
this  year.  Nissan  car  sales  are  dowij 
16%  for  the  same  period. 

Conclusion:  Popular  commeri 
cials — the  ads  that  are  well-liked  bh 
the  ad  industry,  hailed  in  the  pres« 
and  recalled  most  frequently  in  sur  j 
veys  of  television  viewers — don't  al N 
ways  work.  They  may  provoke  smileji 
and  laughter  or  warm  memories  o  * 
wonderfully  human  moments,  bu 
they  frequently  do  not  increase  sales. 
It  is  an  important  lesson  for  the  corpoU 
rate  executive  who  is  reviewing  thjj 
latest  efforts  from  the  company's  adjj 
vertising  agency. 

"There  are  two  kinds  of  ads,"  sayfl 
John  Staffen,  vice  president/associatn 
creative  director  for  DDB  NeedharJ« 
Worldwide.  "Ads  which  win  you  ad 
counts,  and  ads  which  keep  those  ad 
counts   happy."   His   meaning:    Crew 
ative,  slick  advertising  may  well  imjj 
press      clients,      but      unless      tha] 
advertising  sells  the  product,  thosji 
clients     will     take     their     businesji 
elsewhere. 

"Good  advertising  that  doesn't  seM 
is  an  oxymoron,"  says  Gary  Stibel,  n 
principal  in  the  New  England  Conjl 
suiting  Group,  in  Westport,  ConrS 
The  obverse,  that  there  cannot  be  | 
bad  ad  that  does  sell,  may,  unfortJ 
nately  for  ad-sated  readers  and  viewj| 
ers,  also  be  true. 


MO 
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Testing  Our 
Mettle 


It's  one  thing  to  make  an  aluminum  casting.  It's  another  to  make  one 

nearly  a  yard  square.  Or  one  that  weighs  almost  200  pounds.  Or  one 

that  has  never  been  made  before;  one  that  must  perform  flawlessly  on  a 

revolutionary  aircraft  being  developed  for  our  armed  forces. 

One  casting  made  by  Fansteel  Wellman  Dynamics  meets  all  those 

criteria.  It's  the  transmission  housing  for  the  new  V-22  tilt  rotor  aircraft 

now  being  developed  for  the  Marines,  Navy  and  Air  Force  jointly  by  Bell 

Helicopter  Textron  and  Boeing  Helicopter.  It  takes  more  than  metal  to 

make  a  casting  like  that.  It  takes  experience  (we  have  nearly  80  years  of 

it).  It  takes  engineering  (we  do  it  in  house,  using  the  most  sophisticated 

systems).  It  takes  dedication  to  quality  (we  employ  state  of  the  art 

equipment  to  check  the  chemistry,  surface  integrity 

and  tensile  strength  of  every  casting). 

More  than  metal,  it  takes  mettle.  Fansteel  Wellman  Dynamics. 
Another  reason  why  it  will  pay  you  to  know  more  about  us. 


landed 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


m. 


Scenes  from  the  much  disliked  Energize)  and  Nissan  commercia 
One  worked,  the  other  didn't. 


Marketing 


Consider  Jacko,  the  wacko,  loud- 
mouthed   Aussie    who    screams    his 
pitch  for  Ralston  Punna's  Eveready 
Energizcr  batteries.  Bellowing  "Oy!, 
we're  gonna  surprise  ya,  new  ener- 
gizer,"  Jacko  draws  mixed  reviews  at 
Little  wonder  that  viewers  recall 
nd  the  character.  "He  breaks 
through  the  clutter,"  moaned Adweek, 
'bur  h  he  didn't."  Still,  there 

are  tl  Its.  Consumer  aware- 

-   up   20%    since 
luc  d  last  September, 
rid  sales  are 
ear  slide  be- 
m  petition, 
but  h.  sells 

le  of  grating,  but  ex- 

-    crtising 


Victor  Kiam  campaign  in  which  he 
claims  he  liked  the  shave  of  Reming- 
ton razors  so  much  that  he  bought  the 
company.  Since  Kiam's  ads  began  air- 
ing nationally  in  1979,  sales  of  Rem- 
ington electric  razors  have  grown 
from  S43  million  a  year  to  more  than 
S100  million.  The  commercials  win 
no  awards  or  popularity  contests. 
1  bey  iust  sell  a  lot  of  razors. 

The  big  problem:  It  is  an  extremely 
tricky  business  to  sort  out  the  flashy 
failures  from  the  mundane,  but  hot, 
sellers.  One  reason  of  course  is  that 
sometimes,  as  with  the  California 
dancing  raisin  spots,  popular,  award- 
winning  advertising  also  boosts  sales. 
Those  commercials,  which  ranked 
number  one  in  viewer  popularity  last 
year  and  won  numerous  creative 
awards,  have  kicked  up  raisin  sales 
about  14%  in  the  past  two  years,  a 
gain  of  over  S16  million  for  raisin 
growers  after  six  years  of  flat  or  de- 
clining volume.  The  ads  have  sparked 
interest    in    a    relatively    unexciting 


product  by  making  its  character 
stars.  A  so-so  campaign,  or  even  i 
more  straightforward  "buy  raisins 
they're  good  for  you"  concept  woul 
likely  never  have  aroused  the  sam< 
consumer  ardor. 

A  more  subtle  problem  is  tha 
award-winning,  much-talked-abou 
ads  can  exhaust  their  selling  powe 
before  the  client  or  the  ad  agency  real 
izes  what  hit  them.  Gallo's  Bartles 
Jaymes  wine  cooler,  for  example,  ros 
to  number  one  in  the  category  on  th 
strength  of  its  clever,  folksy  ads 
which  feature  that  pair  of  likabl 
rubes  pitching  the  sweet  drink.  La: 
year  the  award-winning  ads  place 
sixth  for  the  second  year  running  o: 
the  Video  Storyboard  list  of  popula 
commercials.  Video  Storyboard  Test: 
Inc.,  a  New  York-based  market  re; 
search  company,  surveys  25,000  tele 
vision  viewers  each  year,  asking  theq 
about  the  commercials  they  reca 
most  readily  and  like  the  best. 

A  competing  wine  cooler,  Se 
gram's  Golden,  ran  ads  that  were  le 
memorable  to  viewers  as  measured  bl 
Video  Storyboard.  Seagram  was  als| 
outspent  by  Gallo  on  advertising  i 
product,  S33.4  million  to  S23  milho 
in  1987.  Nevertheless,  after  thr 
years  in  which  Bartles  &  Jaymes  po; 
ulanzed  the  wine  drink,  Seagram  b 
gan  stealing  market  share  with  a  s< 
ries  of  hip,  youth-oriented  spots  fe. 
tunng  Bruce  Willis.  Last  yi 
Seagram's  Golden  wine  cooler  toi 
over  the  number  one  spot  in  the  SI 
million  market. 

Some  products,  in  any  case,  simp 
do  not  lend  themselves  effectively 
a  salespitch  wrapped  in  elegant  c 
era  work,  arty  concepts  and  funny 
clever  copywnting.  The  most  obvio 
example  is  packaged  goods,  where 
mind-numbing  sameness  in  the  pro 
ucts  and  downright  silly,  if  not  int 
lectually  insulting,  advertising  is 
rule.  Here  toil  characters  that  co 
drive  any  thinking  person  to  ma 
hem — Rosie   the   relentless  moppej 
upper,  for  Bounty  paper  towels;  feisi 
and  lovable  Cora,  for  Maxwell  Houi 
coffee;  and  most  recently,  the  cloyin 
ly  cute  bear,  for  Snuggle  fabric  softe: 
er.  Nobody  praises  these  commercia 
for  their  subtlety  or  production  v; 
ues.    And    none    will    win    indus 
awards  for  creativity  or  high  conce; 
But  all  move  large  amounts  of 
product.  In  many  cases  this  is  becau 
they  feature  characters  that,  for  wh 
ever  reason,  shoppers  remember  am 
the   clutter  of  competing  produc 
Mr.  Whipple,  who  pushs  "squeezab 
soft"  Charmin  bathroom  tissue,  is 
erallv,  a  household  word. 
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NTRODUCING  ZENITH'S  NEW 
A7TERY-P0WERED  PORTABLES. 


ENITH  INNOVATES  AGAIN-with  a  state  ot  the  art  family  of 
)attery-powered  portables  led  by  the  single  most  revolu- 
lonary  portable  ever  created.  TurbosPort  386.™ 

TurbosPort  386  is  breakthrough  inside  and  out.  Outside, 
ienith's  exclusive  Page  White™  display  virtually  duplicates 
)nnted  page  clarity.  Its  sharp  black  images  are  refreshed 
quickly  on  a  fluorescent  backlit  screen.  Plus  a  fully  detachable 
eyboard  (unheard  of  on  any  other  battery-powered  portable). 

Inside  the  compact  TurbosPort  386,  the  breakthroughs 
:onfinue  with  a  powerful  80386  microprocessor  harnessed  to 
i  fast  access  40MB  hard  disk.  And  zero  wait  state  fech- 
lology  for  up  to  50%  greater  speed  than  other  12MHz  systems. 

Next  comes  the  lightweight  SupersPort  286;  the  highest 
>erformance  286  class  machine  among  all  laptops... or 


desktops.  With  a  choice  of  fast  access  20  or  40MB  hard  disk. 

The  third  member  of  the  pack  is  the  SupersPort™  with 
20MB  hard  disk  or  dual  floppy  systems  and  detachable  battery 
packs  for  optimum  flexibility. 

All  three  machines  ride  on  Zenith's  Intelligent  Power 
Management  System""  for  maximum  battery  life. 

Three  new  portables-three  more  reasons  why  Zenith 
is  the  battery-powered  leader.  For  the  name  of  your  nearest 
Zenith  Data  Systems  Dealer,  call:  1-800-842-9000,  ext.  1. 

^Mtm  data 

-  systems 

THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON ' 


Persoiial  Affairs 


Edited  by  William  G.  Flanagan 

There's  a  bit  of  amateur  archeologist  in 
each  of  us,  and  pros  welcome  all  the  help 
they  can  get.  Warning:  Rooting  around  in 
past  civilizations  can  be  addictive. 


Digging  deep 


By  Anne  Matthews 


ention  digs  to  a  certain  trio 
of  New  York  investment  ex- 
ecutives, and  the  last  thing 
they  think  of  is  a  Park  Avenue  co-op. 

Instead,  the  three  will  quickly  con- 
jure up  the  ancient  world.  For  when 
they're  not  wearing  pinstripes  they're 
likely  to  be  in  pith  helmets. 

These  are  not  Wall  Street's  un- 
knowns: Shearson  Lehman  Hutton 
Advisory  Director  Alexander  (Sandy) 
Abraham;  Millburn  Corp.  Chairman 
and  Chief  Executive  Malcolm  Wien- 
er; and  Leon  Levy,  Oppenheimer  Mu- 
tual Funds  chairman  and  a  general 
partner  in  the  investment  firm  of  Od- 
yssey Partners. 

Some  of  the  most  important  classi- 
cal excavations  of  recent  years  owe 
much  to  Alexander  Abraham,  includ- 
ing the  elaborate  architectural  recon- 
structions at  the  ancient  trade  city  of 
Sardis,  in  Turkey. 

In  1983-86  Abraham  also  led  an  in- 
ternational team  to  England  to  ex- 
plore Castle  Copse,  a  luxurious  Ro- 
man villa  west  of  London.  It  is  a  rare 
tinu  ]  under  Roman 
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Sandy  Abraham  at  Castle  Copse  dig 

This  summer,  the  Roman  Forum. 


means,  are  an  antidote,  a  safety  net. 
Mentally,  too,  it's  all  enormously 
stimulating.  I  pick  the  site,  build  my 
team,  make  the  calls,  import  the  bug 
repellent,  even  level  the  forests." 

Classical  archeology  is  not  Alexan- 
der Abraham's  only  philanthropy.  He 
works  the  phones  to  million-dollar 
effect  on  behalf  of  Boston's  Dana- 
Farber  Cancer  Institute,  housing  for 
homeless  Manhattan  families,  and 
New  York's  92nd  Street  Y.  But  the 
mysteries  of  the  past  have  held  him 
longest. 

"There's  absolutely  no  financial  ad- 
vantage to  this,  except  the  usual  char- 
itable deduction,  in  the  sense  of  noth- 
ing back  in  dollar  terms,"  he  notes. 
"And  the  host  nation  keeps  every- 
thing you  find.  So  what?  Finding  out 
how  people  actually  lived  keeps  me 
going — and  maybe  a  child's  love  of 
history." 

Not  all  friends  of  archeology  take 


up  the  trowel.  For  Malcolm  Wiener 
the  real  fun  starts  when  artifacts  ar< 
out  of  the  ground.  He  sits  on  numer 
ous  archeology  trustee  boards  and  fi 
nance  committees.  He's  also  been  ac 
tive  in  the  international  fight  to  hal 
trade  in  stolen  antiquities.  And  Wien 
er  is  one  of  the  world's  leading 
on  the  ancient  Minoan  conical  cup, 
virtue  of  a  grueling  double  sched 
By  day,  he  runs  Millburn.  By  night- 
"usually  10:30  p.m.  to  1  a.m."— h 
becomes  Malcolm  Wiener,  scholar  oi 
Aegean  culture,  recording  the  rise  anc 
fall  of  Bronze  Age  civilization: 
through  articles  with  snappy  title 
like  "Trade  and  Rule  in  Palatia 
Crete." 

Leon  Levy  came  late  to  the  joys  o 
first-class  archeology,  but  he  is  mak 
ing  up  for  lost  time.  His  last  five  and 
half  years  have  been  devoted  to  re 
searching  investments  for  Odyssc 
Partners  (evidently  a  name  not  lightl1 


FORBES,  JUNE  27,  1988 


~V«rti'-'    T    - 


estored  Roman  mosaics  at  Littlecote,  near  Castle  Copse,  Wiltshire,  England 

l  time  capsule  of  Britain  tinder  Roman  rule,  from  after  Julius  Caesar  to  King  Arthur. 


hosen)  from  a  midtown  office  filled 
/ith  classical  marble  busts.  But  his 
ist  three  summers  have  been  devoted 
d  a  new  passion — the  Leon  Levy  Ex- 
i  edition  at  Ashkelon,  an  ancient  sea- 
ort  city  situated  on  the  Israeli  coast, 
outh  of  Haifa. 

"It  all  started  because  I  wanted  to 
!)ok  for  Philistines,"  Mr.  Levy  jokes. 
You'd  think  I  could  simply  step  out 
n  Madison  Avenue  and  look  both 
'ays,  but  no.  I  wanted  the  real  thing, 
tarting  with  the  14th  century  B.C." 

The  site  of  the  Ashkelon  dig,  led  by 
(arvard  archeologist  Lawrence 
,  tager,  has  a  lengthy  and  colorful  ped- 
:;ree:  the  birthplace  of  King  Herod, 
iptured  by  Egyptians  and  by  crusad- 
1  rs,  and  even  visited  by  Samson.  The 
-lrfing  is  pretty  good,  too.  "We're  the 

lub  Med  of  digs,"  confesses  Leon 
evy's  wife,  Shelby  White,  "right 
awn  to  the  official  expedition  T 
lirts."  Only  after  hours,  of  course. 


By  classical  archeology's  standards, 
Ashkelon  is  a  medium-large  excava- 
tion, operating  with  a  core  staff  of  35, 
plus  90  volunteers.  The  latter,  as  is 
customary,  pay  their  own  airfare  plus 
room,  board  and  field-trip  fees  of 
about  $1,300  for  a  seven-week  sum- 
mer season.  The  volunteers  are  a  mix 
of  college  students,  retired  people  and 
archeology  groupies.  First-timers  tend 
to  arrive  outfitted  in  Banana  Repub- 
lic's best,  but  after  spending  5  a.m.  to 
1  p.m.  in  a  trench,  dental  pick  in 
hand,  thoughts  of  fashion  are  soon 
forgotten. 

Archeology's  twin  virtues,  patience 
and  imagination,  have  been  rewarded 
at  Ashkelon.  So  far  teams  have  uncov- 
ered Persian  storage  houses  and  late 
Roman  baths  and,  to  everyone's  baf- 
flement, a  huge  dog  cemetery. 

"Back  in  my  early  investment- 
scouting  days,"  recalls  Levy,  "I  used 
to  enjoy  going  down  mines.  That  still 


Christopher  Little 


Malcolm  Wiener  examining  shards 
Chairman  and  a  scholar. 
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Archeology',  executive- 
style,  doesn't  have  to  be 
practiced  on  the  proconsu- 
lar scale  of  an  Alexander 
Abraham  or  a  Leon  Levy. 
More  modest  options — as 
underwriter,  organizer  or 
dig  volunteer — are  widely 
available.  Each  winter  the 
Archaeological  Institute  of 
America  (675  Common- 
wealth Ave.,  Boston,  Mass. 
02215;  61 7-353-9361  (pub- 
lishes the  Archaeological 
Held  Work  Opportunities 
Bulletin  The  80-page  book- 
let ($8,  first-class  mailing) 
details  dozens  of  excava- 
tions, courses  and  field 
schools — all  polite  names 
for  "come  be  cheap  labor  in 
a  scenic  place" — across  the  U.S.,  Eu- 
rope, the  Middle  East  and  Asia. 

Since  field  archeology  is  a  fairly 
small  specialty  with  an  active  grape- 
vine, it's  easy  to  get  advice  and  infor- 
mation on  projects  by  calling  the  art, 
art  history  and  anthropology  depart- 
ments at  a  local  university. 


Leon  levy  ( ".enter )  at  excavation  near  Haifa,  Israel 
"I  wanted  to  look  for  Philistines." 


To  sponsor,  or  work  on,  a  dig  in 
your  ancestral  country,  look  for  leads 
at  universities  with  strong  area-stud- 
ies programs  (University  of  Wiscon- 
sin, University  of  Minnesota  and  Uni- 
versity of  Washington  for  Scandina- 
vian archeology,  for  instance.) 

For  tours  (including  cruises)  to  ar- 


cheological  sites,  try  the 
lengthy  "Travel  Guide  to 
the  Ancient  World"  in  Ar- 
chaeology Magazine.  Bibli- 
cal Archaeology  Review  car- 
ries a  similar  feature,  "Ex- 
\  ^j?  cavation  Opportunities," 
jV^—1  -     in  its  winter  issue. 

You  might  choose  to  ex- 
plore at  a  royal  Korean 
burial  ground  or  at  a 
ruined  Anasazi  Indian  vil- 
lage on  the  Colorado  Pla- 
teau; help  recover  arti 
facts  from  a  sunken 
steamer  in  the  St.  Law- 
rence River  or  a  medieval 
Welsh  castle;  explore  ; 
17th-century  Thai  for 
tress  or  an  Etruscan  ceme- 
tery near  Rome.  (For  the 
truly  jaded,  there's  even  a 
promising  early- 19th-cen 
tury  urban  excavation  in 
Paterson,  N.J.) 

Just  be  forewarned:  Archeology  is 
addictive.  Given  trowel,  trench  and  T 
shirt,  even  the  casual  history  buff  may 
soon  be  thinking  like  the  pros,  valu 
ing  the  journey  to  past  worlds  as 
much  as  the  unknown  treasures  that 
may  await.  ■ 


Updating  your  medical  bookshelf 


any  doctors  fear  that  the  more 
i  folks  read  about  medicine,  the 
more  likely  they  arc  to  make  mis- 
takes diagnosing  and  treating  them- 
selves. Nonetheless,  medical  texts 
aimed  at  the  lay  public  keep  coming. 
Here  are  some  of  the  recent  best 

I'eah  condition,  Winning  Strategies  to 
Prevent,  '/rent  and  Rehabilitate  Ml  Sports 
Injuries,  by  James  Garrick,  M.D.,  and 
Peter  Radctsky.  Crown  Publishers; 
$17.95.  Garrick  has  been  a  physician 
for  the  National  Football  League,  the 
U.S.  Figure  Skating  Team  and  the  San 
Francisco  Ballet  The  work  is  a  com- 
pendium of  helpful,  specific  inform*- 
l  Oil  sports-related  injuries. 

The  American  Medical  Association 
Guide  to  Prescription  and  Over-tbe 
Counter  Drugs,  edited  by  Charles  B. 
Clayman,  M.D.  Published  in  1988  by 
Random  I  book  covers 

more    than    4,000    commonly 

*,  b\  Katherine 
...  $16.95. 
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i 
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side  effects  that  can  occur. 

The  Columbia   University  school  of 

Public  Health  Complete  Guide  to  Health 
and  Well  Being  After  50,  by  Robert  J. 
Weiss,  M.D.,  and  Genell  Subak- 
Sharpe.  Times  Books;  $24.95. 

)our  (iood  Health.  I lou  to  Stay  Well 
and  What  to  Do  When  You're  Not,  by 
William  E.  Bennett,  Stephen  E.  Gold- 
fingcr  and  G.  Timothy  Johnson,  all 
M.D.s.  Harvard  University  Press; 
$24.95.  The  authors  are,  respectively, 
the  editor,  chairman  and  consulting 
editor  ot  the  Harvard  Medical  School 
Health  letter.  A  useful  guide  to  help 
you  ask  the  right  questions  about  di- 
agnoses and  treatment. 

The  Johnson  &  Johnson  Bust  Aid  Booh. 
by  Stephen  N.  Rosenberg,  M.D. 
Warner  Books;  $16.95.  Written  with 
the  cooperation  and  review  of  the  Col- 
lege of  Physicians  &.  Surgeons  of  Co- 
lumbia University  and  the  Section  of 
Emergency  Services  at  the  University 
of  Michigan  Medical  School,  the  book 
is  especially  good  on  how  to  assess  an 
emergency,  perform  hie-saving  mea- 
sures  and  take  proper  action  for  spe- 
cific iniuries. 

ing  W  it/>  Hearing  loss.  A  Guide  for 
Adults  and  Their  Families,  by  Susan  V. 
Rezen,    Ph.D.,    and    Carl    Hausman. 


Dembner  Books;  $15.95. 

Breathing  Busy.  A  Handbook  for  As"//.) 
matics.  by  Genell  Subak-Sharpe  (in  co 
operation  with  staff  members  of  the 
National  Jewish  Center  for  Immunol 
ogy  and  Respiratory  Medicine  in  Den 
ver).  Doubleday;  $17.95. 

Many  medical  societies  and  organi 
zations  also  provide  information  or 
health  care,  often  free  of  charge 
Health  Care  I  SA  by  Jean  Carper  is  ; 
comprehensive  guide  to  those  source; 
of  information  on  medical  and  healtl 
problems.  Prentice  Hall;  $35. 

Two  pamphlets  worth  purchasinj 
are  Your  Heart  ($5.95)  and  Blood  Pres 
sure  ($4.95),  available  from  the  Peo 
pie's  Medical  Society,  a  nonprofit 
zens'  action  group.  Address:  14  E. 
nor  St.,  Emmaus,  Pa.  18049. 

Hippocrates  and  American  Health 
consumer  health  care  magazines 
rying    current    medical    informa 
from  surgery  to  nutrition. 

The  bimonthly  Medical  Sel/Care  o 
tains  thorough  articles  on  a  wide  vari 
ety  of  medical  topics,  emphasizing  in 
formation  about  maintaining  healtl 
and  adding  to  your  knowledge  abou 
disease.  Don't  be  put  off  by  the  ad  ver 
using,  which  is  a  little  heavy  on  th 
organic  remedy  stuff.  Subscription 
$15  a  year.  Write  P.O.  Box  1000,  Poin 
Reyes,  Calif.  94956. — Francesca  Lunzc 
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Free<^  Defects* 


Only  one  tire 
can  make  this  statement. 


Before  you  buy  another  set  of  tires, 
siderthis:  Riken's  new  Classic  STX-70 
Radials  are  so  long-wearing, 
they  a  re  backed  by  the 
strongest  warranty  from  any 
tire  manufacturer. 

Equipped  with  two  full- 
width  steel  tread  belts, 
protected  by  two  nylon  tread 
^^^    cap  plies,  Riken  Classic 
c^S^STX-70  Radials  feature  an 
all-season  tread  design  engineered  for 
Superior  traction  and  handling.  Available 

'ro-rata  adjustment  coverage  beyond  free  replacement  wear  levels. 


for  all  types  of  passenger  cars,  import 
ordomestic."H"speed  rated  and  320- 
300/A/A-UTQG  rated. 

In  short,  Riken  Classic  STX-70 
Radials  have  it  all:  state-of-the-art  design 
and  construction  to  deliver  maximum 
radial  tire  driving  performance. 

If  you're  ready  for 
the  strongest  warranty 
any  tire  manufacturer 
offers,  you're  ready  for 
Riken.  So  visit  a  Riken 
dealer  today  are  you  ready  for  riken. 


For  more  information  or  the  dealer  nearest  you,  call  toll-free  1-800-635-7500. 


ience  &  Technology 


Edited  by  Gary  Slutsker 


Jeremy  Rifkin,  a  modern-day  Luddite, 
wants  to  put  biotechnology  development 
on  permanent  hold.  Whafs  frightening  is 
that  he  seems  to  be  succeeding. 


Ministry  of  fear 


By  Ronald  Bailey 


In  the  35  years  since  the  discov- 
ery of  deoxyribonucleic  acid 
(DNA)  by  Watson  and  Crick,  the 
emerging  biotechnology  industry  has 
produced  some  enduring  achieve- 
ments, from  Genentech's  heart  clot 
dissolver  (tissue  plasminogen  activa- 
tor) to  Harvard  University's  recently 
patented  laboratory  mouse. 

Tinkering  with  DNA  is  serious 
business,  and  it's  no  surprise  that  a 
good  many  lay  persons  are  more  than 
a  little  anxious  about  it.  Hence  the 


ready  audience  for  scenarios  of  bioen- 
gineering  gone  awry — Michael  Cnch- 
ton's  chilling  bestseller  The  Androme- 
da Strain,  for  example,  and  even 
Woody  Allen's  goofy  film  Sleeper  A 
good  many  scientists  share  that  con- 
cern in  their  sober  way. 

No  surprise  then  that  the  emerging 
biotechnology  industry  has  become 
one  of  the  most  heavily  regulated  in 
the  country.  At  least  seven  federal 
agencies  oversee  this  field,  including 
the  U.S.  Department  of  Agriculture, 
Environmental  Protection  Agency, 
Food  &  Drug  Administration,  Nation- 


with  high  a   xiety. 


al  Institutes  of  Health,  National  Sci- 
ence Foundation  and  Patent  &.  Trade  i 
marks  Office.  To  date  only  severely 
circumscribed  field  tests  of  bioengin 
eered  tomato  and  tobacco  plants, 
along  with  a  few  varieties  of  microor 
ganisms  have  been  permitted,  anc 
none  is  yet  commercially  available. 

But  mere  regulation  isn't  enough 
for  Jeremy  Rifkin,  43,  a  former  Viet 
nam  War  protester  who  has  since  tak 
en  up  the  cause  of  biotech  bashing 
largely  it  seems  by  manipulating  seni 
sible  concerns  into  high  anxiety.  Hi; 
tactics  range  from  lobbying  on  Capi 
tol  Hill  and  filing  lawsuits,  to  speech 
ifying  on  campuses  around  the  coun 
try.  "He  knows  better  than  anybody, 
how  to  use  the  political  and  legal  sys 
terns  for  obstructionist  purposes,' 
says  Peter  Huber,  a  science  policy  an 
alyst  at  the  free-market-orientec 
Manhattan  Institute. 

Rifkin's  most  recent  hobby  horsaj 
was  an  attempt  to  prevent  a  field  tes 
of  a  new  anti-corn-borer  bacteria  de 
veloped  by  Crop  Genetics  Interna, 
tional,  a  Maryland  startup.  The  Envr 
ronmental  Protection  Agency  ap 
proved  the  field  test  last  month,  bu 
that's  no  guarantee  of  commercial  de, 
velopment  for  Crop  Genetics.  Warn:) 
Rifkin:  "[Crop  Genetics  has]  got  jj 
long  sledding  between  now  and  com, 
mercial  use." 

His  adroit  bureaucratic  manipulajl 
tion  triggered  the  EPA  to  hold  up  fo  | 
three  years  the  testing  of  genetically 
engineered  bacteria  designed  to  prej 
vent  frost  damage  to  crops.  Two  year<  i 
ago  he  opposed  a  field  test  by  Mon; 
santo  of  soil  bacteria  designed  to  pro, 
tect  corn  plants  from  insect  pests: 
Monsanto  then  walked  away  from  th> 
research.  Rifkin  takes  credit  for  post  j 
poning  a  field  test  by  the  Cambridge,  l 
Mass. -based  firm  BioTechnica  Inter  i 
national  last  year  of  lab-designed  bac 
teria.   These   bacteria,    which   mak 
some  plants  more  productive  by  colo, 
nizing  the  roots  and  producing  usabl 
nitrogen,  were  finally  allowed  to  b 
tested  in  April. 

Even  before  Harvard  received  th 
first  U.S.  patent  granted  for  a  highe 
form  of  life,  Rifkin  worked  with  Con 
gressman  Charlie  Rose  (D-N.C.)  t< 
introduce  a  bill  to  establish  a  two-yea; 
moratorium  on  the  patenting  of  am 
mals.  The  bill  is  still  in  a  House  sub 
committee. 

.  Rifkin  came  to  science  after  devot 
ing  his  career  to  an  eclectic  mix 
social  and  political  causes.  After  Ril 
kin  graduated  from  Tufts'  Fletche 
School  of  Law  and  Diplomacy  ii 
1968 — his  undergraduate  degree  i 
from  the  Wharton  School — he  lived 
stark  existence  as  an  opponent  of  th 
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'ietnam  War. 

It  was  after  the  1975  landmark  Asi- 
Dmar  Conference  of  more  than  100 
dentists  that  Rifkin  focused  his  at- 
trition on  biotech.  The  conference 
nded  a  controversial  two-year  mora- 
3rium  on  biotech  research  and  called 
jr  the  establishment  of  biotech  re- 
earch  guidelines  by  the  National  In- 
titutes  of  Health.  These  preliminary 
uidelines  were  designed  to  restrict 
he  new  genetically  modified  organ- 
sms  to  the  laboratory  until  it  could 
e  determined  whether  they  posed 
ny  unusual  risks  to  the  environ- 
lent.  A  sensible,  cautious  approach. 

But  Rifkin  embroidered  the  scien- 
;sts'  concerns  into  overblown  scenar- 
)S  of  environmental  devastation 
aused  by  escaped  mutant  organisms. 
1 1977  he  led  a  group  of  protesters  in 
National  Academy  of  Sciences 
leeting  on  biotech.  In  his  popular 
ook  Algeny  (a  play  on  the  word  alche- 
ry),  published  in  1983,  he  argues,  in 
ffect,  that  biotech  is  immoral. 

Is  there  reason  to  fear  that  biotech 
lbs  will  unleash  an  Andromeda 
train  or  create  giant  tomatoes  that 
''ill  engulf  the  earth?  Last  fall  the 
Jational  Academy  of  Sciences  issued 
1  report  on  biotechnology  that  con- 
luded  that  risk  associated  with  ge- 
1  etically  modified  organisms  is  corn- 
arable  to  that  found  with  the  intro- 
uction  of  unmodified  organisms. 

In  fairness,  of  course,  it  should  be 
oted  that  risk  assessment  inevitably 
icuses  on  past  experience,  not  what 
'  light  happen  in  the  future.  Even  so, 
le  lengthening  history  of  biotech  to 
ate  has  been  impressively  free  of 
lishaps.  After  15  years  of  exped- 
ients, says  Winston  Brill,  a  geneti- 
ist  who  had  a  distinguished  career  at 
'ie  University  of  Wisconsin  before 
lining  Middleton,  Wis. -based  Agra- 
2tus,  a  biotech  firm,  as  vice  president 
f  research  and  development,  "No 
tie  has  gotten  even  so  much  as  a 
ruffle." 

Slowly,  the  message  is  starting  to  be 
eard  in  Washington.  The  EPA  is 
(arming  new,  possibly  less  onerous 
:gulations  for  field-testing  genetical- 
'  modified  organisms.  Sniffs  Rifkin: 
The  EPA  has  shown  itself  to  just  be 

l  apologist  for  industrial  pollution, 

id  now  they're  an  apologist  for  bio- 

xhnical  pollution." 

Haunting  some  analysts  is  the  spec- 

:r  of  the  moribund  nuclear  power 
|  ldustry.  Fred  Smith  of  the  Competi- 
ive  Enterprise  Institute,  a  Washing- 

>n,  D.C.  public  policy  organization, 
,  ars  that  some  minor  incident  hyped 
\y  the  media  will  trigger  the  regula- 

>ry  system  into  adopting  onerous 
lid  unnecessary  new  requirements, 


Criisaaei  Jeremy  Rifkin 

A  virtuoso  at  manipulating  scientists'  sensible  concerns. 

thus  further  stifling  promising  new  Concludes  Albert  Heier,  a  spokes- 
technology.  Unless  the  industry  con-  man  for  the  Environmental  Protec- 
fronts  fearmongers  like  Rifkin  head-  tion  Agency:  "Crackpot  or  no  crack- 
on,  Smith  believes  that  biotech  "will  pot,  he  has  the  public's  ear,  and  he  has 
go  the  way  of  the  nuclear  industry."  to  be  reckoned  with." 


Haemonetics  Corp.  used  to  be  just  one 
more  manufacturer  of  medical  equip- 
ment. Then  along  came  AIDS. 


Blood  money 


By  Stanley  W.  Angrist 


Nobody  had  even  heard  of  ac- 
quired immune  deficiency  syn- 
drome when  Allen  Latham 
traded  in  his  lab  coat  at  a  big  research 
firm  to  start  his  own  medical  technol- 
ogy company  in  1971.  Latham,  then 
62,  persuaded  investors  to  pony  up 
nearly  $1  million  to  finance  a  startup 
called  Haemonetics  Corp.  to  sell 
blood  centrifuges  to  blood  banks  and 
hospitals.  It  was  a  nice  business  but  a 
small  one.  Even  though  Latham  be- 
came a  millionaire  on  paper  when 
Haemonetics  went  public  in  1979,  his 
centrifuges  hadn't  exactly  set  the 
medical  world  on  fire. 


Then  came  AIDS.  Over  the  last  four 
years,  spurred  by  patients'  concerns 
over  the  safety  of  blood  transfusions, 
Braintree,  Mass. -based  Haemonetics 
has  been  growing  at  a  frenzied  pace. 
Sales  tripled  to  more  than  $90  million 
and  profits  jumped  tenfold,  to  $10 
million,  by  the  year  ending  Mar.  31. 
Haemonetics'  computer-controlled 
blood-processing  machines  and  asso- 
ciated supplies  have  changed  the  way . 
blood  is  collected,  processed  and  giv- 
en to  patients. 

"AIDS  is  just  the  tip  of  the  iceberg," 
says  John  F.  White,  44,  president  of 
Haemonetics.  In  fact,  AIDS  is  only  a 
very  remote  threat  to  transfusion  pa- 
tients— only   13  people  have  tested 
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Haemonetics  Cotp  President  John  White  and  founder  Allen  Uitlxim 
"AIDS  is  just  the  tip  of  the  iceberg." 


Science  & 
Technology 


positive  for  the  AIDS  virus  after  re- 
ceiving transfusions  since  1985,  a  risk 
of  1  in  100,000.  Far  more  serious  is  the 
l%-to-2%  risk  of  contracting  non-A, 
non-B  hepatitis,  which  can  lead  to 
chronic  hepatitis,  liver  cirrhosis — and 
sometimes  death. 

Equipment  produced  by  Haemone- 
tics is  reducing  the  risks  associated 
with  transfusions  by  lowering  a  pa- 
tient's exposure  to  unknown  blood 
donors.  Say  a  cancer  patient  needs 
eight  units  of  platelets.  In  the  past 
that  meant  using  platelets  collected 
from  the  blood  donated  by  eight  dif- 
ferent people,  each  of  whom  is  per- 
mitted  to  give   a   unit   every   three 
months.  But  that  restriction  is  based 
on  the  number  of  red  blood  cells  tak- 
en. Haemonetics'  automatic  cell-sep- 
nachines  let  one  donor  give 
unit's  worth  of  platelets 
nn.Acentri- 
odinto  red  cells, 
then  returns  the 
l  to  the  donor. 

i vion,   all   of 
di 
ent  that 
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comes  into  contact  with  blood.  Thus, 
Latham  created  a  classic  razor-blade 
business  for  himself.  Fully  three-quar- 
ters of  sales  come  from  the  disposable 
replacement  parts  and  supplies. 

Haemonetics  was  founded  on  an 
old  idea,  the  centrifuge.  Latham,  an 
MIT-trained  mechanical  engineer, 
was  working  at  Arthur  D.  Little,  the 
Cambridge,  Mass.  contract  research 
firm,  studying  the  problem  of  storing 
blood  by  freezing  it.  The  problem 
didn't  arise  in  freezing  the  blood;  it 
came  in  defrosting  it.  Scientists  had 
understood  that  red  blood  cells  need- 
ed to  be  protected  with  glycerol,  a 
kind  of  antifreeze,  while  refrigerated. 
The  difficulty  came  in  removing  the 
glycerol  before  the  blood  cells  could 
be  used. 

Latham's  answer  was  a  centrifuge, 
not  unlike  the  primitive  one  you  may 
remember  from  college  chemistry 
days  Latham's  device  used  a  sterile 
disposable  plastic  bowl  that  spun  to 
separate  the  denser  red  blood  cells 
from  the  plasma  and  the  glycerol. The 
denser  matter  is  collected  in  the  pe- 
riphery. The  development  of  this  sys- 
tem has  allowed  the  large-scale  freez- 
ing of  blood. 

Following  the  development  of  the 
blood  centrifuge,  Latham  designed  a 
machine  to  recycle  blood  lost  during 
surgery.   His  Cell   Saver  added  me- 


chanical filtration  to  his  basic  centri 
fuge  design.  The  machine  in  effec 
lets  the  patient  give  himself  a  transfu 
sion  while  in  surgery. 

What's  next?  Smaller,  cheape 
blood  processors  that  work  on  mor 
patients.  "If  you  are  a  cancer  patien 
in  surgery  we  can't  put  your  salvage 
blood  back  into  you  today,"  say 
White.  "But  if  we  could  clean  the  can 
cer  cells  out  of  that  blood,  then  w 
could  give  it  back  to  you." 

Don't  look  for  Haemonetics  in  th 
stock  tables.  A  few  years  after  its  ini 
tial  public  offering,  the  company  wa 
snapped  up  by  American  Hospita 
Supply  for  about  $70  million.  Bu 
then  American  Hospital  Suppl 
merged  with  Baxter  Travenol  Labors 
tories,  and  the  Justice  Department  it 
quired  the  conglomerate  to  dives 
Haemonetics  since  Baxter  compete 
in  certain  lines.  In  1985  the  compan 
went  private  in  a  management  buyou 
for  $45  million,  led  by  White,  a  forme 
3M  manager  and  backed  by  Du  Pon 
which  took  47%  of  Haemonetics'  ec 
uity  in  the  deal. 

As  for  Latham,  there  has  been  n 
such  thing  as  retirement.  Now  79,  h 
still  comes  to  work  each  day,  dons 
smock  and  begins  puttering  about  hi 
lab — which  is,  of  course,  how  Hae 
monetics  was  born. 
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The  1988  Subaru  Justy  is  built 
andle  just  about  any  economic 
riving  condition  this  country 
dish  out. 

For  starters,  the  Justy  starts  at  a  very 
dable  $5,866*.  And  thaf'Rhode  Island" 
price  includes  a  "Texas"  size  list  of 
dard  features.  Front  wheel  drive  for  bet- 
landling.  A  9  valve  3  cylinder  overhead 


f k  1  k. 

cam  engine  that's  as  powerful  as  it  is  eco- 
nomical. (@mpgcity,  39  hwy**).  Not  to 
mention  a  proven  reputation  for  reliability 
and  customer  satisfaction. 


rain  or  snow,  Miami  or  Minnesota, 
you'll  be  pleased  to  know  the  Justy  is 
now  available  with  the  extra  traction 
.  of  "On  Demand™"  four  wheel  drive. 
In  fact,  it's  the  lowest  priced  4  wheel  drive 
passenger  car  in  America.  Which  means 
the  Subaru  Justy  is  the  perfect  car,    _-^| 
no  matter  what  economic  or  geo-   .=.£•  y 


What's  more,  whether  you're  driving  in      graphic  state  you  happen  to  be  in.  s^ST^Swr 


SUBARU,  JUSTY 

Inexpensive.  And  built  to  stay  that  way. 


3  SUBARU  OF  AMERICA  INC  1988     'Suggested  retail  price  for  our  FWD  DL,  5  speed  manual  transmission  model  Dealers  actual  price  may  vary  Price  does  not  include  dealer  prep  inland  transportation,  taxes,  license  and  title  lees 
*■  *  *  Use  Est  Mpg  (or  comparisons  Your  actual  mileage  will  probably  be  less  Subaru  reserves  the  right  to  change  price  at  any  lime  withoul  notice 


Faces 

Behind  the  Figures 


Heritage  Foundation 's  Robert  Rector 
Do  the  numbers  add  up  to  a  crisis' 


Edited  bv  Jerry  Flint 


All  bound  up 

Build  a  better  mousetrap  and  the 
world  beats  a  path  to  your  door. 
Sure.  But  will  the  world  beat  a  path  to 
your  door  if  you  build  a  better  binder? 
Rudy  Grua,  59,  thinks  so,  and  has 
come  up  with  a  $99  desktop  machine 
that  uses  a  heating  element  and  adhe- 
sives  to  secure  up  to  30  sheets  of  paper 
inside  a  professional-looking  folder  in 
about  a  minute.  "One  on  every  desk, 
that's  our  goal,"  he  says.  "You  can  do 
anything  if  you  set  your  mind  to  it." 

Grua  is  the  president  and  chief  ex- 
ecutive of  Northbrook,  111. -based  Gen- 
eral Binding  Corp.  (1987  sales,  $212 
million)  and  gets  credit  for  reviving 
the  company  after  a  disastrous  move 
in  the  early  1980s  into  personal  com- 
puters. Profits  are  up  70%,  to  nearly 
$10.9  million,  or  $1.34  a  share,  from 
1984,  when  Grua  took  over.  With  the 
stock  at  28  in  recent  trading  on  the 
over-the-counter  market,  General 
Binding  enjoys  a  current  price/earn- 
ings multiple  of  nearly  21.  All  this 
comes  from  dull  old  plastic  and  three- 
ring  binders,  from  shredders  and  lami- 
nates for  things  like  driver's  licenses. 

Grua  thinks  his  desktop  binder  gad- 


get will  be  just  the  ticket  to  give  the 
company  a  long-term  boost.  But  he 
and  his  team  have  so  far  done  hardly 
any  research  to  see  if  key  groups,  such 
as  students,  would  buy  one.  Even  so, 
the  machine  will  go  on  sale  in  statio- 
nery stores  and  catalogs  by  fall.  With 
luck,  the  device  could  turn  out  to  be  a 
hit  with  desktop  publishers  and  in 
small  offices.  Then  again,  it  could  fall 
flat.  But  Grua  bubbles  with  the  confi- 
dence that  makes  venturesome  busi- 
nessmen press  forward  against  the 
odds.  "There's  a  lot  of  juice  in  this 
engine,"  he  promises. — Steve  Weiner 


And  baby  makes  three 

Is  there  any  need  for  government- 
paid  day  care  for  preschool  chil- 
dren? Robert  Rector,  a  leading  conser- 
vative expert  on  day  care  and  an  ana- 
lyst at  Washington's  conservative 
Heritage  Foundation,  doesn't  think 
so.  To  rebut  those  who  disagree  this 
election  year,  the  foundation  has  just 
released  its  own  15-page  study. 
"Who  supports  the  idea  of  federal 


money  for  child  care?  Child  care  pre 
fessionals,  feminists  and  the  Nationa 
Education  Association,"  says  Recto* 
"The  professionals  and  teachers  wan 
to  industrialize  day  care  so  that  the 
can  have  jobs.  The  feminists  want  i 
so  they  can  pursue  careers.  What  harj 
pens  to  kids  is  not  important." 

But  demand  for  day  care  services  L] 
clearly    growing,    with    55    millio 
women  of  childbearing  age,  39.4  mijj 
lion  in  the  work  force.  Twenty  yeai] 
ago  there  were  38  million,  with  17. 
million  in  the  work  force. 

Still,  Rector  insists  those  numbei 
don't  add  up  to  a  day  care  crisis.  Bq 
tween  1960  and  1986,  he  points  ou'l 
the  number  of  day  care  centers  in  th, . 
U.S.  climbed  from  4,400  to  39,929, 
ninefold  rise,  and  the  number  of  chi 
dren  in  them  grew  from  14 1,000  to  2. 
million,  a  fifteenfold  increase — witr 
out  massive  federal  help. 

Rector,  36,   a  native  of  Syracus{ 
N.Y.,  received  a  master's  degree 
international    relations    from    Jol 
Hopkins  University  in  1984.  But 


Rudy  Grua  of  General  i    vp  a  -  *9  desktop  binder 

"There's  a  lot  of  juice  in  this  engine." 
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Liberty  Mutual  asks: 

If  you  can  offer 
your  employees  an 

insurance"perk 
that  won't  cost 
youa  dime- 
why  don't  you? 


Introducing  "Liberty  For  All'.' 

Now  your  employees  can  pay  for  their  auto,  home  and  life  insurance  through  convenient  payroll 
2ductions.  All  claims  or  questions  regarding  coverage  or 
irvices  are  handled  directly  between  Liberty  Mutual 
id  the  employee.  All  you  have  to  do  is  set  up  the 
eduction  on  your  payroll  system. 

As  an  additional  benefit,  Liberty  Mutual  will  give  each 
"nployee  who  signs  up  a  5%  discount  on  their  insurance.* 

For  more  information  on  how  your  company  can 
ke  advantage  of  this  perk,  send  us  this  coupon  or  call 
arold  Scroggins,  Director  of  Mass  Merchandising, 
berty  Mutual,  at  1-800-225-2390,  Extension  2665, 
MER1CA  BELIEVES  IN  in  Massachusetts  - 

BERTY  MUTJJAL  INSURANCE.  (617)357-9500. 


Send  to  Harold  Scroggins 

Director  of  Mass  Merchandising.  Liberty  Mutual 

175  Berkeley  Street,  Boston,  MA  02117 

Please  send  more  information  about  "Liberty  For  All!' 

Name 

Company 

Add  re  ss ^___^ 


City. 


Phone. 


FB1 


_Zip_ 


LIBERTY 
MUTUAL 


KOunt  applies  to  auto  and  home  insurance  only,  and  is  available  in  most  states. 


0  Liberty  Mutual  Insurance  Group/Boston 


faces 

Behind  the  Figures 


Washington  he's  majored  in  social 
and  urban  policy  and  even  edited  a 
Washington-bashing  book,  Steering  the 
Elephant  (Universe  Books). 

If  there  is  to  be  a  federal  role  in  child 
care,  he  figures  tax  credits  are  the  way 
to  go.  He  recently  helped  draft  a  tod- 
dler tax  credit  bill  under  consider- 
ation by  Congress — a  straight  $750 
credit  for  each  child  under  6.  So  far, 
though,  he  follows  the  debate  with 
personal  detachment;  he  and  his  wife, 
a  policy  analyst  for  the  Office  of  Per- 
sonnel Management,  have  no  chil- 
dren yet. — Robert  T.  Grieves 


Beyond  Hadrian's  wall 

'alcolm  Rifkind,  the  41-year-old 
•  Tory  Secretary  for  Scotland, 
likes  to  describe  his  job  with  a  Chi- 
nese curse:  "May  you  live  in  interest- 
ing times." 

During  the  general  election  a  year 
ago,  Margaret  Thatcher  easily  won  a 
third  term  with  373  Conservative 
seats  in  the  649-member  parliament, 
but  Scottish  Tories  lost  over  half  their 
seats.  With  only  10  out  of  72  Scottish 
M.P.s,  it's  now  up  to  Rifkind,  the 
prime  minister's  youngest  cabinet 
member,  to  restore  the  Tories'  tartan 
fortunes  by  the  next  election.  If  he 
succeeds,  he'll  probably  be  Thatcher's 
next  foreign  secretary. 

Reversing  Thatcher's  fortunes  in 
Scotland  is  no  easy  task.  Today  half  of 
all  Scots  are  dependent  on  govern- 
ment for  housing,  and  there  are  few 
new  businesses  to  soak  up  workers 
idled  by  wrenching  changes  in  the 
steel,  shipbuilding  and  oil  industries. 
The  unemployment  rate  is  12.3%, 
versus  8.8%  in  the  U.K.  as  a  whole. 

Thatcher  reorganized  the  Scottish 
Tory  party  since  the  election,  and  Rif- 
kind is  delivering  the  conservative 
message:  "Our  real  disadvantage  com- 
pared with  the  southeast  of  England  is 
the  antienterprisc,  paternalistic,  qua- 
si-socialist culture  fostered  in  Scot- 
land for  so  long."  i  m  deep- 
seated  Scottish  nationalism  Ritkind 
insists  privatization  will  revive  and 
regain  control  of  Scottish  industi 

After  graduating   from    Edinburgh 

'  fniversity   law  school    i  late 

-,  Rifkind  taught  poll  ho- 

xturned  to  Scotlam!  in  a 

irliament  in  1974,  at  th 

been  on  the  fa 


Laurie  Sparham  Network  t.< 


since.  A  junior  minister's  position  in 
the  Scottish  Office  led  to  a  ministerial 
post  at  the  Foreign  Office,  which  in 
turn  led  to  his  current  cabinet  post. 

Even  Rifkind's  enemies  admire  his 
political  skills.  A  fierce  debater,  he 
also  enjoys  what  seem  to  be  motherly 
and  protective  feelings  by  the  out- 
wardly stern  Mrs.  Thatcher.  But  all 
the  goodwill  in  the  world  won't  fur- 
ther his  quest  for  Tory  glory  should  he 
fail  to  revitalize  the  Conservatives' 
Scottish  precincts. — Richard  C.  Morais 


Let  100  investors  bloom 

To  get  capitalists  to  invest,  talk  to 
capitalists,  not  their  governments. 
That  seems  to  be  the  proverb  of  the 
hour  in  Beijing  these  days.  Normally, 
the  Chinese  prefer  government-to- 
govemment  deals  over  direct  contacts 
with  private  businessmen.  But  Tian 
Jiyun,  China's  vice  premier  responsi- 
ble   for    economic    policy,    recently 


t  binese  Vice  Premier  Tian  Jiyun 

Cash  will  be  scarce  for  a  long  time. 


turned  up  in  the  U.S.  to  meet  am 
greet  executives  of  some  80  U.S.  com, 
panies,  including  AT&T,  Ford  Aero!] 
space,  Merrill  Lynch,  Exxon  an< 
Rockwell  International.  The  object' 
tive:  to  encourage  investment  in  th 
People's  Republic. 

Hard  up  for  the  capital  it  needs  tl 
modernize,  the  Chinese  are  courtin 
Western    investors    with    increasm 
candor.  "China's  lack  of  foreign  cui1  - 
rency  will  be  a  major  problem  for  I 
fairly  long  period  of  time,"  Tian  says 

Since  1979  U.S.  investors  hav 
agreed  to  pour  $3  billion  into  Chin; 
ahead  of  Japan's  $2  billion  but  wel 
behind  Hong  Kong's  $12.6  billioj 
(which  is  heavily  weighted  towar 
light  industry  and  tourist  services 
But  turning  those  commitments  int 
profitable  assets  continues  to  be  n 
easy  matter.  For  starters,  there  is  Be 
jing's  strangulating  bureaucracy.  Fa 
closers,  there  are  lingering  doubt 
about  the  sanctity  of  contracts  then 
No  outsider  can  be  sure  when  goverr 
ment  policy  toward  foreign  busines, 
might  change,  and  in  what  ways. 

Tian,  59,  is  nevertheless  doing  wh. 
he  can  to  help  foreigners  come  in  an} 
way.  Among  the  new  initiatives  he  I 
backing:  turning  underdeveloped  Ha 
nan  Island,  at  China's  southern  tij 
into  a  capitalistic  trade  zone  to  fre 
foreign  investors  from  some  restri( 
tions  they  face  on  the  mainland. 

Tian  joined  the  party  in  1945,  whe 
he  was  16,  and  was  an  early  support 
of  today's  number  one,  Deng  Xiaq 
ping.  He's  a  finance  specialist  and 
considered  a  candidate  to  eventual! 
succeed  Li  Peng,  who  is  number  thre' 
as  premier.  In  today's  more  open  Ch 
na,  it  is  trips  such  as  this  latest  or 
that  may  well  help  Tian  reach  th; 
exalted  position. — Robert  T.  Grieves 
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juage,  the  experts  believe,  harks 
:  many  tens  of  thousands  of  years 
3  emergence  of  fully  modern  hu- 
beings,  Homo  sapiens  sapiens. 
vriting,  declares  archeologist  Colin 
rew,  "is  a  feature  of  civilizations  .  .  . 
*  development  of  a  coherent  system 
jns  is  seen  only  in  complex,  urban 
Hies." 

e  roots  of  the  written  languages  we 
I  oday  date  back  at  least  1 0,000 
h;  in  the  intervening  epochs,  both 
5?  languages  and  the  civilizations 
r  h  wrought  them  have  been  trans- 
ibd  many  times  over.  And  we  are 
tied  to  marvel  at  our  progress: 
j:  live  in  world  flooded  with 
v  outers— machines  that  help  us 
))TUjnicate  the  written  word  not  with 
C;  or  clay  or  even  papyrus  but  with 
Iricity  and  light.  And  with  tele- 
i  es  at  our  fingertips  it  can  take  just 
Knds  to  arrange  verbal  exchanges 
:.;s  oceans  and  continents. 
Jvertheless,  our  struggle 
)]nues— not  so  much  with  the  coher- 
N  of  our  signs  but  with  our  ability 
fjnvey  them  quickly  and  easily  to 
M  other  as  we  do  our  work.  As  our 
5.:es— and  our  human  organiza- 
H— have  become  ever  more  com- 
fl  we  are  in  need  of  a  new  kind  of 
i'/ence,  a  coherence  of  automation. 
'  Jtomation  today  is  a  dispersed 
It,"  says  Susan  Messenheimer, 
pent  of  AIM  Publications  &  Con- 
»'jg,  Inc.  (a  Natick,  MA-based  con- 
'l!g  company  specializing  in  artificial 
tfgence)  and  former  manager  of  the 


office  automation  market  research 
program  at  International  Data  Corp.  "It 
has  occurred  in  clusters,  or  islands,  that 
are  only  beginning  to  be  integrated  with 
each  other.  More  than  any  other  single 
factor,  this  automation  'diaspora'— with 
its  multiple,  and  often  incompatible, 
languages  and  standards— has  re- 
stricted the  use  of  computers  and  other 
electronic  systems  to  the  land  of  the 
desperate  and  the  home  of  the  brave." 

Indeed,  the  primary  focus  of  office 
automation  in  1988  can  be  distilled  into 
just  one  word  in  our  language— inte- 
gration. The  need  for  integration  takes 
many  forms  these  days: 

•  Integration  of  the  corporate  computet 
hierarchy.  That  means  establishing 
links  between  the  data  processing/ 
MIS  (management  information  sys- 
tems) function  at  the  corporate  level 
and  departmental,  work  group,  and 
individual  desktop  levels.  And  finding 
ways  to  communicate  between  re- 
mote locations— between  field  and 
headquarters,  between  customer  and 
supplier. 

•  Integration  within  departments  and 
work  groups.  In  a  single  department, 
personal  computers  are  often  incom- 
patible; a  printer  that  works  with  one 
system  frequently  can't  function  on 
another.  Etcetera. 

•  Integration  of  applications  on  the 


desktop.  Even  at  the  level  of  the  indi- 
vidual, there  are  struggles:  an 
attempt  to  move  spreadsheet  data 
to  a  word  processing  application 
can  spark  disaster. 

How  these  tribulations  are  being 
overcome,  how  providers  of  today's 
office  automation  products  and  ser- 
vices are  developing  new  ways  to  solve 
day-to-day  problems  faced  by  millions 
in  their  working  environments  is  the 
subject  of  this  White  Paper  to  Manage- 
ment prepared  for  Forbes  readers  by 
CIO  Publishing,  Inc..  publisher  of 
CIO,  the  magazine  for  information 
executives. 

Innovation  at  the  High  End 

Office  automation  has  come  a  long  way 
since  the  shared  logic  word  processor 
began  upstaging  the  typewriter  in  the 
mid-1970s. 

The  next  several  years  promise  even 
more,  as  a  new  and  very  powerful 
generation  of  computers  becomes 
available  for  less  than  the  price  of  a 
cheap  automobile,  as  vendors  establish 
and  abide  by  standards  for  communi- 
cations and  software  development,  as 
existing  technologies  continue  to  be 
artfully  and  creatively  combined— as 
in  desktop  publishing— and  as  newly 
emerging  capabilities— in  optical  tech- 
nologies on  the  hardware  side,  and  in 


artificial  intelligence  on  the  software 
side— take  hold  in  the  marketplace. 

At  the  high  end,  among  the  largest  I 
our  corporate  civilizations,  the  horizor 
clearly  visible: 

•  Just  about  all  of  the  major  compani 
are  using  personal  computers  to 
exchange  data  with  larger  systems 
Between  1985  and  1986,  accordin 
to  one  survey  by  CIO  Publishing,  tr 
number  of  personal  computers  cor 
nected  either  to  a  mainframe  or  to  i 
local  area  network  grew  from  38% 
65%— achieving  what  might  best  t 
described  as  critical  mass. 

•  Large  companies  often  use  their 
information  systems  to  electronicall 
exchange  a  wide  assortment  of  do< 
ments  and  data— ranging  from  pur 
chase  orders  to  inventory  informati 
to  interoffice  memos  to  price  lists. 

•  Personal  computers  have  supersec 
all  other  machines  as  the  preferred 
office  workstation  for  sending  elec- 
tronic mail  to  other  companies  andp 
accessing  public  information  data- 
bases. 

•  Voice  communications  systems  ar^ 
also  playing  a  major  role  in  the 
office— especially  in  such  applica-| 
tions  as  credit  authorization  and 
collections,  where  telephone  signa| 
are  used  to  gam  direct  access  to 
computer  files. 


AND  THE  MISS 
COMPATIBILITY  AWARD 
GOES  TO 


Gene  Bayllss  has  little  time  for 
drafting  correspondence  and 
making  script  changes.  "I  have  a 
great  deal  of  correspondence  to 
get  through,"  notes  the  30-year 
veteran  director/producer/ 
choreographer. 

With  a  client  list  that  includes 
some  of  the  biggest  names  In  the 
entertainment  and  corporate 
vforld— Including  Miss  USA-Miss 

Averse  Pageants,  Ford  Motor 
~«stone,  and  General 
'—It's  little  wonder  that 
-  leded  to  automate  his 

i  major  problems 
">a  numbc,  and  variety 
t  from  writers 
.  All  tough 


both  the  writers  and  Bayllss 
were  utilizing  word  processing 
equipment,  there  was  very  little 
system  compatibility — which 


virtually  wiped  out  any  advantage 
the  computer-based  gear  offered. 
Bayllss  continually  found  himself 
on  the  horns  of  a  dilemma:  he 
could  either  rekey  the  documents 
or  fumble  around  with  difficult, 
time-consuming,  and  error-prone 
reformatting  programs. 

When  he  decided  to  purchase 
a  new  system,  Bayllss  made 
compatibility  a  priority,  and  he 
found  the  answer  to  his  problems 
In  Minolta's  Office  System/PCW-1. 

"Now,"  he  reports,  "a  writer  can 
do  a  script  on  almost  any  word 
processor,  copy  it  on  a  disk,  send 
it  to  me — and  I  can  put  the  disk  In 
my  PCW-1  and  make  any  correc- 
tions right  there  on  the  screen 
without  going  through  pages 
and  pages  of  script  and  without 
rekeylng.  This  system  has  been  a 
tremendous  time-saver  for  me. 
Its  compatibility  with  other  office 
systems  makes  It  easy  to  work 
with  all  sorts  of  writers." 


.  Jidrit  think  our  department  could  swing 
a  high-performance  copying  system  of  this  cai 


"Good  thing  Canon  doesnt  think  like  you. 


I  lusiness  of  choosing  a  high-performance  copier  is  serious  business.  Productiv' 
ime  of  the  game  The  bottom  line  is  the  only  line  that  counts.  And  you're  the  on^ 
;  accountable. 

troducing  the  Canon  NP8580  A  high-performance  copier  that  makes  your 
uctivity  its  top  priority. 

|specially  where  heavy  copying  jobs  are  the  norm.  And  inflexible  deadlines,  the  rule, 
i/ilh  its  enhanced  recirculating  document  feeder,  automatic  sorting  and  stapling 
■in,  the  8580  outpaces  the  competition  in  total  job  time. 
i 1'  I  ;il  80  copies  per  minute,  with  fast  first  copy  speeds  of  under  3  seconds, 

;  'i'  :<  delivers  maximum  productivity.  From  start  to  finish. 
'II  <>l  whieh  helps  keep  your  business  ahead  ol  the  competition. 
hi  Canon  NP8580.  Built  with  the  quality  and  reliability  that  have  made  Canon  America's 
Ib'.r  one  copier  choice.  A  choice  that  puts  performance  on  the  line.  Not  your  reputation. 


NP8580 


Canon 


1-800  OK  CANON 


i  Hi,/  ',lf.",  i.lilloh  N.)  li/OI'i  "  <  I'lHB'.'iMonU'.A 


nongst  the  large  com- 
ing video  imaging 
cap  their  information 

systems— with  the  likes  of  optical 
disk-based  document  and  data  stor- 
age and  retrieval  systems,  graphics 
workstations,  and  new  control  soft- 
ware that  merges  video,  text,  and 
numerical  data. 

•  Meanwhile,  most  major  corporations 
have  established  a  group  to  explore 
the  ways  artificial  intelligence  can 
boost  productivity  and  cut  costs. 

What  would  happen  to  many  major 
corporations  if  they  were  to  be  without 
their  computer  and  telecommunications 
systems  for  a  day,  a  week,  a  month? 
How  would  the  airlines  function?  Or  the 
banks?  Or  the  overnight  delivery  ser- 
vices? Or  the  credit  card  companies? 

What  About  OA  for  the 
Little  Guy? 

According  to  a  Gallup  survey,  done 
for  Minolta  Corp.,  of  owners  and  man- 
agers of  U.S.  businesses  with  fewer 
than  500  employees,  office  automation 
has  paid  off  here,  too.  Some  of  the 
results  are  worth  noting: 

•  No  less  than  60%  of  the  small  firms 
reporting  fast  sales  growth  over  the 


past  five  years  said  improvements  in 
office  equipment  had  helped  their 
financial  recordkeeping — compared 
to  52%  among  slow-growth  compa- 
nies and  46%  among  stable  com- 
panies. 
•  Roughly  40%  of  the  fast-growth  com- 
panies also  cited  improvements  in 
word  processing  and  database 
operations— compared  to  fewer  than 
30%  among  slow-growth  and  stable 
companies. 

The  bottom  line  of  the  Minolta/Gallup 
survey  is  that  the  small  firms  which 
have  made  improvements  in  office 
automation  are  growing  more  quickly 
than  those  which  have  not. 

Computing:  The  Ante 
Keeps  Going  Up 

Office  automation  as  we  now  know  it 
began  some  ten  or  12  years  ago  with 
the  first  word  processor,  which  was 
followed  a  few  years  later  by  the  per- 
sonal computer.  It  was  these  events 
that,  for  the  first  time,  liberated  the  end 
user  in  large  organizations  from  the 
vagaries  of  the  data  processing  depart- 
ment (MIS),  and  launched  what  we  all 
now  understand  to  be  a  new  era  in 
computing. 


PCs  DELUGE  THE  OFFICE 

(Worldwide  Installed  Base  of  U  S  Business/Professional 
Personal  Computer  Manufacturers) 


1986 


1987 


1988 


1989 


1990 


1991 


At  the  core  of  this  new  era  was  a  trt 
grass  roots  phenomenon:  the  explora 
tion  by  individual  end  users  with  their 
own  computing  devices  of  ways  to 
work  smarter  and  cheaper. 
Power  to  the  PCs.  The  force  of  the 
personal  computer  thrust  cannot  be 
underestimated.  By  the  end  of  this  ye 
according  to  International  Data  Corp. 
CIO  Publishing  sister  company  and  tl 
information  industry's  largest  market 
research  firm,  there  will  be  nearly  56 
million  personal  computers  in  operati| 
around  the  world.  Some  29%  of 
those  will  be  at  work  in  U.S.  business 
offices.  More  than  anything  else,  thes 
machines  are  used  to  manipulate 
language:  word  processing  is  the  chii 
application  of  about  a  third  of  installe 
PCs,  and  a  secondary  application  foi 
as  many  more. 

By  the  end  of  1 991  —just  a  bit  over 
three  years  from  now— there  will  be 
close  to  75  million  PCs  in  use  on  this 
planet,  and  32%  of  them  will  by  usee 
by  members  of  the  U.S.  workforce. 

And  what  U.S.  workers  will  be  usini 
will  be  more  powerful  than  ever. 

The  next  generation  of  personal 
computers,  just  now  arriving  at  mark< 
will  boast  up  to  ten  MIPS  and  suppor 
main  memory  substantially  in  excess 
a  megabyte. 

"As  personal  computers  become 
sophisticated  minicomputer-like  net- 
worked workstations,"  points  out  Enz 
Torresi,  cofounder  and  vice  chairmai 
Businessland,  Inc.,  a  chain  of  compu 
stores,  "we  are  starting  to  see  the  Mil 
megabytes,  and  operating  systems 
traditionally  associated  with  DEC  and 
IBM  mid-range  computers."  This  nev 
generation  of  personal  computers 
based  on  powerful  32-bit  microproce 
sors  promises  to  bring  to  PC  users 
capabilities  not  seen  before  at  the 
low  end: 
•  Better  user  inten'aces.  The  new  ger 

eration  of  IBM  PC  and  compatibles 

mimicking  the  user  interface  that  he 

made  Apple's  Macintosh  workstatic 

so  popular. 


By  1991,  nearly  38  million  personal 
computers  will  be  at  work  in  business  and 
professional  environments  the  world  over, 
thus  bringing  information  processing 
capabilities  to  the  fingertips  of  office 
workers  on  every  continent  and  swelling 
the  population  of  end  users  seeking  better 
access  to  data  and  friendlier  and  more 
responsive  systems. 
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Guess  whenjim's  company  got 

a  fax  by  Toshiba. 


Sometime  in  the  middle  of  August. 

Granted,  things  might  not  turn  around  that  fast 
in  your  company. 

But  good  things  often  do  happen  when  a  com- 
pany gets  a  Toshiba  facsimile  system. 

Phone  and- courier  bills,  travel  expenses,  and  over- 
time go  down.  Productivity,  morale,  and  sales  go  up. 

Why?  Because  our  complete  line  of  facsimile 
!  systems  saves  time  and  money  by  using  the  phone 
lines  to  send  words  and  pictures.  Anywhere.  In  as 
1  little  as  15  seconds* 

Shouldn't  your  company  get  one?  Before  your 
competitors  do?  Our  free  booklet  tells  you  how. 
iSend  for  it.  Or  call  1-800-635-1220. 


Free  Booklet.  "Guide  to  Facsimile:  14  Proven  Ways  You  Can  Save  Time  and 
Money  with  Facsimile."  Or  Free  Demonstration:  Call  1-800-635-1220,  or 
mail  coupon  to  Toshiba  America.  Inc..  Facsimile  Products  Group.  9740  Irvine 
Blvd.,  Irvine.  CA  92718 


Name. 


.Phone L 


Company  Name. 


Address. 


City. 


.State. 


_Zip_ 


FBJN27 


Toshiba  facsimile^Now^ouseeJt^ 
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In  Touch  with  Tomorrow 

TOSHIBA 


H 


•  Belter  graphics.  This  means  not  only 
higher  screen  resolution,  but  software 
which  exploits  the  added  power  of 
the  new  systems,  and  the  wider 
presence  of  color,  since  its  cost 

is  dropping. 

•  More  memory  and  more  output 
support.  Like  computers,  such  pe- 
ripherals as  printers,  big-screen 
graphics  terminals,  and  high-capacity 
disks  keep  getting  both  more  power- 
ful and  less  expensive.  And  the 
added  capability  of  the  computers 
makes  more  peripheral  add-ons  a 
good  buy. 

•  Built-in  communications.  Modems 
and  even  facsimile  boards  can  now 
be  added  into  personal  computers. 
Some  PCs  actually  offer  communica- 
tions capability— notably  modems— 
already  built  in. 

Integrated  Office  Systems.  These 
minicomputer-,  supermicro-,  or 
mainframe-level  multi-user  office  com- 
puter systems  allow  users  to  access 
and  manipulate  a  variety  of  information 
types— text,  numerical  data,  graphics— 
and  share  such  peripherals  as  printers 
and  documents  storage  systems. 
Features  common  to  most  integrated 
office  systems  include  word  processing, 
spreadsheet  analysis,  graphics,  data- 
base management,  electronic  mail,  and 
the  ability  to  add  third-party  business 
applications. 


According  to  survey  results  from 
International  Data  Corp.,  integrated 
office  systems— like  Hewlett-Packard's 
Personal  Productivity  system— are 
generally  used  for  intra-office  informa- 
tion sharing,  an  area  where  the  PC, 
which  is  often  linked  up  to  a  mainframe 
or  running  standalone,  is  weak. 

Increasingly,  integrated  office  system 
vendors  are  striving  to  integrate  per- 
sonal computers  with  their  systems. 
Hewlett-Packard,  for  instance,  has 
introduced  AdvanceMail  to  boost  PC 
integration— in  addition  to  file  transfer 
capabilities  between  PCs  and  the  H-P 
3000  computer  on  which  the  integrated 
office  system  runs,  the  system  can 
send  and  receive  electronic  mail  from 
a  PC. 

New  Ways  to  Tame  the 
Paper  Tiger 

Advances  in  office  automation  are  not 
limited  to  "paperless"  systems.  The  last 
couple  of  years  have  seen  a  dramatic 
revival  of  classic— and  not  so  classic— 
paper-based  office  equipment  as  new 
capabilities  have  been  added  to  older 
technology. 

Copiers.  Color,  and  some  "intelli- 
gence," too,  have  come  to  copiers. 
Today's  machines  often  use  digital 
scanning  techniques  and  offer  sophisti- 
cated readouts  and  diagnostic  aids. 
Color  copying  is  becoming  advanced 


enough  to  be  used  in  engineering  an 
design  applications. 

And  Xerox,  for  instance,  has  re- 
shaped its  copier  technology  for  use 
with  information  systems:  its  electron 
document  processing  and  high-spee 
printing  systems  for  computer  outpui 
are  considered  state  of  the  art. 
Desktop  Publishing.  These  system 
do  pretty  much  what  traditional  types  - 
ting  systems  do  using  techniques  co'- 
mon  to  high-end  publishing  systems 
But  a  confluence  of  technological 
breakthroughs— chief  among  them  tf: 
arrival  of  the  laser  printer,  but  certain; 
helped  by  desktop  scanners,  PC-ba;j 
document  processing  software,  and  il 
personal  workstation  with  a  friendly  J 
graphical  interface— has  spurred  a 
market  for  desktop  publishing  syster..] 
operating  on  PCs  and  priced  at  less 
than  $10,000. 

International  Data  Corp.  estimates 
that  by  1991  over  $360  million  worthli 
desktop  publishing  software  will  be 
sold  in  the  U.S.— almost  60%  of  it  to 
users  of  Apple  Computer's  Macintosh 
workstations.  By  then,  IDC  thinks, 
almost  three  million  PCs  will  be  doin< 
desktop  publishing  tasks. 

Desktop  scanning  systems  are, 
meantime,  a  market  unto  themselves 
divided  between  a  high  end  and  a  k 
end  and  occupied  by  such  vendors  | 
Xerox,  Ricoh,  Hewlett-Packard,  and 
Canon. 


COPIER  COLORS  THE  LAST 
EMPEROR 

Los  Angeles-based  Selnlger 
Advertising  Is  known  for  Its  movie 
posters.  Its  list  of  both  credits  and 
awards  is  lengthy.  Until  recently, 
producing  these  colorful,  dramatic 
posters  that  help  attract  viewers 
was  also  lengthy — and  expensive. 

But  then  Selnlger  Advertising 
tried  using  a  Canon  Color  Laser 
Copier. 

"When  we  started  with  The  Last 
Emperor,"  recalta  Tony  Selnlger, 
the  agency's  found'  •  xnd  owner, 


"we  had  one  Image  of  the  little  boy 
the  story  was  about  when  he  was 
three  years  old — one  photograph 
of  him.  I  believed  from  the 
beginning  that  this  figure  of  the 
boy  Is  what  I  wanted  on  the  poster. 
The  question  became,  'How  do  we 
get  this  Image?'" 

Selnlger  put  some  of  the  color 
copier's  more  exotic  features  to 
work.  The  Canon  machine  can 
manipulate  the  color  of  original 
Images,  mixing  print  and  color 
photographs  and  enlarging  or 
reducing  In  1%  Increments;  It 
will  copy  from  slides  and  even 


negatives. 

"The  advantage  of  the  color 
laser  copier,"  explains  Selnlger, 
"Is  that  we  could  create  multiple 
backgrounds,  put  the  Image  of 
the  boy  In  front  of  them,  and, 
In  essence,  run  a  design  lab." 
Selnlger  and  his  staff  did  all  this 
over  a  two-day  period;  had  the 
team  used  conventional  methods, 
the  effort  would  have  taken  two 
weeks. 

Selnlger  sees  an  important 
role  for  the  color  copier  In  the 
advertising  business.  "The 
Canon  machine  has  enabled  us  to 
make  presentations  much  less 
expensively  and  more  quickly. 
It  has  changed  the  way  we  do 
business  and  the  way  our  clients 
do  business  with  us.  It  means," 
Selnlger  observes,  "much  greater 
efficiency  for  the  advertising 
business.  I  think  that  In  the  future 
advertising  agencies  can  look 
forward  to  a  lot  more  profitability 
from  their  print  advertising 
business,  and  clients  can  look 
forward  to  being  better  served." 


Wty  Businessland  Keeps 
Networking  Itself 


As  one  of  the  world's  leaders 
PC  connectivity,  if  s  hardly 
uprising  that  Businessland' 
itself  one  of  the  most  heavily 
itworked  organizations  in 
ie  world. 

In  fact,  Businessland  operates 
5  own  business  through  over 
)0  connected  LANs,  integrating 
tmponents  from  dozens  of 
fferent  hardware  and  software 
anufacturers.  Connecting  micros 
minis  and  mainframes  located 


throughout  the  United  States 
and  England. 

So,  we  don't  just  know  how 
to  network.  We  also  know  how 
connectivity  impacts  a  business 
environment.  How  electronic  mail 
not  only  improves  communication 
and  reduces  "meeting"  times,  but 
how  it  opens  up  entirely  new  and 
more  productive  ways  to  work. 

And  how  sharing  resources  can 
reduce  expenses  and  support  staff. 

The  proof?  At  Businessland, 


the  sales  per  employee  has  more 
than  doubled  in  four  years.  In  fact, 
our  productivity  has  increased 
over  40%  last  year  alone. 

So  if  you'd  like  to  learn  more 
about  networking  from  someone 
who  really  understands  it,  just 
give  us  a  call  at  1-800-328-8383 
for  the  Businessland  Center 
nearest  you. 

BUSUESSuuOe 

A  Different  Kind  of  Computer  Company 


Effect  Of  Networking  Businessland 
(Sales  Per  Employee) 
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Businessland  and  the  Businessland  logo  are  registered  trademarks  of  Businessland  Inc. 


DashLink  gives  your  PCs  the  powew 
And  your  workgroup  the  real  powe 


Xerox  introduces  DashLink,  a 
unique  document  processing 
and  networking  solution  for  the 
small  workgroup.  This  new 
software  package  allows  you  to 
both  network  your  PCs  and 
access  the  power  of  the  Xerox 
Documenter  without  investing  in 
additional  network  processing 
hardware. 

The  result  is  an  easy-to-install 
and  easy-to-use  system  that 
allows  up  to  five  PCs,  word 


processing  systems  or  Xerox 
workstations  to  electronically 
share  files,  documents,  graphics 
at  the  speed  of  10  megabits  per 
second.  And  a  system  that  taps 
the  powerful  document 
processing  features  of  the  Xerox 
Documenter  with  its  on-line 
300dpi  laser  printing  and 
ViewPoint  software  that  uses 
graphic  icons  and  pull-down 
menus  to  accommodate 
document  changes  faster  and 
easier  than  any  other  system  in 


the  office.  With  DashLink  you* 
workgroup  can  use  the 
Documenter's  power  to  create 
and  communicate  in  most 
foreign  languages. 

DashLink  is  just  one  of  a 
family  of  document  processing 
systems  designed  for  open 
communications  with  industry 
standard  PC  hardware  and 
software.  In  addition  to 
DashLink,  there's  the  Xerox 
Communications  20  Series 


XEROX 


f  real  networking. 

f  Xerox  Document  Processing. 


>rks:  for  low-cost,  easy-to- 
1 1  local  area  networks 
I  ned  to  connect  PCs  or 
i  stations.  And  the  Xerox 
i  nunications  80  network  for 
;  lizations  with  a  wide  range 
;  jipment,  including  IBM 
ii)EC,  that  need  access  to 
;  al  data  from  other 
jframes.  All  Xerox  Network 
i  ms  are  backed  by  Team 
k,  one  of  the  most 
;  lenced  service  and  support 
>  is  in  the  industry. 


DashLink  and  the  Xerox 
Network  Systems  family  are 
solutions  in  support  of  Xerox 
leadership  in  document 
processing.  By  creating,  copying, 
distributing,  or  filing,  Xerox 
document  processing  expertise 
takes  ideas  and  information  and 
turns  them  into  documents 
superior  in  look  and  content  for 
faster,  better  informed  decisions. 

Team  Xerox. 

We  document  the  world. 


For  more  information  about  DashLink  and 
Xerox  Network  Systems,  call  us  at 
1-800-TEAM-XRX  (1-800-832-6979), 
ext.  291C,  or  clip  the  coupon  below. 

Xerox  Corporation,  RO.  Box  24, 
Rochester,  NY  14692. 


Name 
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Company 


Address 


City 


0152-06-27-88 


State 


Zip 


XEROX*.  6085  and  DashLink  are  trademarks  of  XEROX 

CORPORATION 

IBM  is  a  trademark  of  International  Business  Machines 

Corporation 

DEC  is  a  trademark  of  Digital  Equipment  Corporation. 


Low  end  scanners— like  Ricoh's  IS30 
and  SS30  and  Canons  IX- 12— are 
aimed  at  office  and  desktop  publishing 
applications;  the  products  run  on  per- 
sonal computers  and  are  priced  in  the 
$800  to  $6,000  range. 

At  the  high  end  is  Xerox's  7650  Pro 
Imager,  which  offers  for  less  than 
$10,000  capabilities  which  used  to  cost 
between  $30,000  and  $40,000— thus 
forcing  high  end  competitors  to  lower 
prices  and  challenging  low  end  ven- 
dors to  match  features. 

Communications 

Equipment  that  handles  information 
processing  and  relieves  paper  handling 
are  critical  to  solving  office  automation 
problems,  but  they're  only  part  of  the 
story.  The  other  major  component  is 
communications— getting  the  informa- 
tion from  one  place  to  another. 
Facsimile.  One  of  the  oldest  communi- 
cations technologies  around,  facsimile 
dates  to  1888;  it  was  invented  by  Elisha 
Gray,  the  fellow  who  applied  for  a  pat- 
ent on  the  telephone— three  hours  after 
Mr.  Bell  did. 

For  many  years,  fax  was  a  cumber- 
some way  to  transmit  information— 

A  RENAISSANCE  IN  FACSIMILE 

(U.S.  Shipments) 


though  it  was  always  faster  than  the 
Pony  Express  and  the  U.S.  Postal  Ser- 
vice, it  paled  beside  voice  communica- 
tions as  well  as  the  transmission  of 
digital  signals  that  held  computer  data. 
But  transmitting— and  translating— 
computer  data  between  computer  and 
computer  as  well  as  between  computer 
and  telephone  has  yet  to  be  made 
simple. 

Meanwhile,  in  the  last  few  years  fac- 
simile transmission  speeds  have 
climbed,  costs  have  plummeted,  and 
vendors  have  added  convenience 
features  which  have  made  fax  one  of 
the  most  appealing  and  easy-to-use  of 
all  communications  technologies.  As  a 
result,  sales  of  fax  devices  have  soared 
and  companies  are  installing  fax  net- 
works, sometimes  as  an  alternative  to 
other  communications  approaches, 
sometimes  working  in  tandem  with 
other  methods 

"In  some  corporations,"  reports  Steve 
Joery,  Ricoh  Corp.  vice  president  of 
sales,  "faxes  are  now  being  installed 
as  department  systems,  with  50  fax 
machines  in  a  single  small  building." 

These  days,  most  facsimile  devices 


transmit  a  page  in  a  minute  or  les 

Facsimile  is  tremendously  appeal 
to  small  businesses,  because  it  is  i 
pensive  to  purchase  and  use,  can  t 
bought  easily  from  retail  outlets,  ant 
can  be  networked  without  system  c 
head  costs. 

High  end  devices  (called  Group 
fax  after  the  agreed-upon  transmiss 
standard  for  these  devices)  send  a 
page  in  less  than  ten  seconds.  Can 
L-910,  NEC's  BitlV.  and  Ricoh's  83C 
all  Group  IV  fax  machines. 

Faxes  come  in  briefcases,  offer  a 
matic  dialing,  store  and  forward  trar 
mission,  password  security,  multipa 
memory,  automatic  send/receive,  tl 
ability  to  transmit  16  shades  of  gray 
scale,  automatic  correction  of  transi 
sion  errors,  convenience  copying. 

Moreover,  facsimile  capability  is  b 
ing  integrated  with  computer  systei 
PC-fax  links  facsimile  boards  install 
a  personal  computer,  are  arriving  ir 
marketplace.  International  Data  Cori 
expects  that  by  1991  over  300,000 
PC-fax  links  will  be  installed  in  the  I 
Mmifax  links— facsimile  boards  for 
minicomputers,  mainframes  and  loc. 
area  networks— are  emerging,  too. 

Murata,  for  example,  offers  a  PC 
link— the  Image  Interface— for  $995 
has  announced  a  mini-fax  link  calle 
the  facsimile  interface  processor. 


Thanks  to  a  growing  need  for  timely 
business  information,  along  with  a 
combination  of  better  performance  plus 
smaller  size  and  80%  between  1986  and 
1987.  By  1991,  forecasters  believe,  the 
number  of  fax  machines  operating  in  the 
U.S.  will  quadruple  over  1986  figures. 

While  fax  sales  are  dominated  by  Group 
III  devices,  which  transmit  a  page  in  30  to 
60  seconds,  other  types  of  fax  machines 
are  claiming  an  expanding  share  of  this 
rejuvenated  market. 

Group  IV  machines— offered  by  such 
vendors  as  Canon,  NEC,  Ricoh,  and 
Toshiba— are  aimed  at  those  with  high 
transmission  volumes. 

PC-Fax  links,  also  called  fax  boards  or 
virtual  fax,  consist  of  an  adapter  card 
that  fits  into  a  PC  plus  communication, 
conversion,  display,  and  printer  software. 
Along  with  a  PC  image  scanner,  they 
transform  a  personal  computer  into  a  Group 
III  fax  machine.  Mini-Fax  links  offer  similar 
conversion  capabilities  for  users  of  local 
area  networks,  minicomputers,  and 
mainframes. 

Hybrid  systems,  meanwhile,  are  peripheral 
devices  that  integrate  such  features  as 
facsimile,  copying,  optical  character 
recognition,  image  scanning,  and  laser 
printing. 
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Let  us 
change 

he  way  you 

talk  to 
!  the  world. 


MCFgets  you  through  to  more  people 
in  more  places  in  more  ways  than 
anyone  else. 

Well  help  you  reach  anyone,  any- 
where, with  fax,  telex,  electronic  mail  or 
digital  private  lines. 

And  everywhere  in  the  world  you  can 
dial  direct,  you  can  dial  direct  with  MCI, 
with  up  to  22%  savings  vs.  AT&T. 

Well  give  you  unsurpassed  quality 
and  connections,  too. 

So  now  there's  no  reason  in  the  world 
to  use  anyone  else. 

Until  you  call,  youll  never  know 
how  much  better  a  long  distance  company 
can  be:  1-800-888-0800. 


MCI 

Let  us  show  you: 


1  Communications  Corporation,  1988- 
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1500  MILES  FROM  AUSTRALIA  JHE  QE2 
'    ,        RELIES  ON  n5  SATELLITE 
NAVIGATION  SYSTEM,  ITS  DOPPLER  LOG 
AND  ITS  MURATA  FAX  MACHINE. 


I  uses  a  Murata  fax  to  relay  manifests,  weather  reports  and  supply  requests  to  \t 
•s  ago  Murata  was  a  pioneer  in  the  fax  market.  Today  we're  a  leader  with  a  compl  t 


information,,  all  L-800-543-INFO.  In  Texas  and  outside  the  US.,  (214)  392-1622.  The  QE2  is  registered  in  Great  Britain. 


ine  of  feature  packed,  easy-to-use  machines.  They're  extremely  reliable,  too. 
Which  is  critical,  even  if  your  office  isn't  thousands  of  miles  from  shore. 

/WURATA 

Determined  To  Be  Number  One. 


Expected  next:  hybrid  facsimile  sys- 
tems which  integrate  facsimile,  conve- 
nience copying,  optical  character 
recognition,  image  scanning,  and  laser 
printing.  A  few  vendors  have  an- 
nounced such  hybrid  products. 

"Fax  is  not  glamorous,"  says  Frank 
May,  vice  president  of  marketing  at 
Omnifax/Telautograph  Corp.,  "but  it's 
easy  to  use.  It's  faster,  cheaper,  and 
more  reliable  and  accurate  than  the 
phone  or  the  mail.  There  is  no  rekeying 
necessary,  which  means  no  mistakes, 
no  transposing  of  numbers." 
The  Ubiquitous  Telephone.  Older 
even  than  the  first  facsimile  device  is 
the  first  telephone.  Along  with  the  auto- 
mobile and  the  television,  the  telephone 
ranks  as  one  of  the  handful  of  devices 
that  has  inexorably  altered  the  lifestyle 
of  virtually  every  citizen  of  the  nation. 

Certainly  the  telephone— as  much  as 
any  computing  device— is  the  lifeblood 
of  business.  It  has  also  become  a 
highly  competitive  business  unto  itself 
in  the  years  since  the  telephone  indus- 
try has  been  demonopolized. 

Telecommunications  it's  called— 
incorporating  as  it  does  both  voice  and 
data  communications— and  it's  a  $50 


billion  dollar  a  year  enterprise  that's 
growing  at  10%  a  year,  according  to 
Bert  Roberts,  president  of  MCI  Commu- 
nications Corp. 

For  virtually  all  businesses,  telecom- 
munications is  more  than  just  communi- 
cating. "Telecommunications,"  declares 
Bill  McGowan,  MCl's  chairman,  "is  a 
strategic  tool  used  to  help  businesses 
increase  market  share.develop  new 
products,  control  costs,  and  gain  com- 
petitive advantage  in  the  marketplace." 

McGowan  believes  that  telecommuni- 
cations and  business  today  are  at  the 
point  computers  and  business  were 
some  ten  or  1 5  years  ago.  "Then,"  he 
explains,  "computers  were  a  backoffice 
expense  item  and  had  little  or  nothing 
to  do  with  a  company's  strategic  objec- 
tives. Today,  computers  and  business 
are  indistinguishable."  Computers, 
McGowan  maintains,  are  a  strategic 
tool,  "enmeshed  in  every  part  of  a 
company's  operations." 

What  decision-makers  in  business 
are  beginning  to  understand,  McGowan 
asserts,  is  that  "telecommunications, 
like  computers,  is  a  vital  component  of 
their  strategic  operations." 

Thus  companies  will  use  telecommu- 


I 

nications,  as  they've  used  computet- . 
systems,  to  become  more  response 
to  customers,  to  boost  productivity 
and  cut  costs,  to  internationalize  the 
business  activities. 

The  effort  to  improve  connectivity 
within  the  corporation  as  well  as  beta 
it  and  the  outside  world  is  underwa 

Many  major  vendors— AT&T  NEC 
and  Toshiba  among  them— are  seilir 
both  telephone  systems  and  com- 
puters. Many  retail  computer  outlets 
also  offer  telephone  key  systems. 
PBXs.  Thus  private  branch  exchand 
systems— like  NEC's  NEAX2400— ah 
being  used  to  link  all  manner  of  corrj 
puter  and  voice  communication  sys 
terns.   Most  PBXs  shipped  today  an 
digital  and  some  will  handle,  for  in 
stance,  automatic  call  distribution, 
voice  mail,  data  communications, 
shared  tenant  administration,  and  nil 
speed  transmission  (T-1)  connection  ; 
Local  Area  Networks.  By  Internaticl 
Data  Corp.'s  estimate,  about  25%  of  I 
personal  computers  used  in  U.S.  bu  I 
nesses  today  are  part  of  a  PC  local  I 
area  network,  like  those  sold  by  AT&B 
Hewlett-Packard  and  Xerox. 

By  1992,  believes  International  Da> 
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A  LESSON  IN  PBX 
CONNECTIVITY 

James  Madison  University 
In  Harrlsburg,  VA,  Is  like  most 
Institutions:  Its  computer  systems 
evolved  piecemeal  over  many 
years. 

JMU's  administration  computer 
center  houses  a  Hewlett-Packard 
3000/70  processor;  terminal 
access  to  It  was  accomplished  by 
a  variety  of  drivers  connected  to  a 
data  switch  for  port  contention. 

The  school's  library  contains 
another  H-P  3000/70,  whose 
terminals  were  linked  via  short- 
haul,  direct-line  drivers. 

The  academic  computer  center, 
meanwhile,  boa«ts  two  Digital 
Equipment  Corp.  VAX  computers, 
an  8651,  and  an  8530— DEC  VT220 
terminals  were  directly  connected 
by  line  drivers. 

And,  finally,  the  university's 
computer  science  building  Is  home 
to  a  VAX785;  line  driver*  con- 
nected th"  DEC  VT220  terminals 
that  accessed  It. 

But  JMU's  director  of  tele- 
communications, Tom   :    nadoo, 
wanted  more.  He  want.  :  the 
terminals  In  one  bulldln    to  be 
able  to  access  a  compi    .  r — and 


the  software  resident  on  It — In 
another  building.  He  wanted  the 
growing  population  of  personal 
computers  on  campus  to  become 
part  of  a  unlverslty-wlde  network 
of  computing  capability. 

So  two  years  ago,  JMU  Installed 
an  HEAX2400  IMS  branch 
exchange  system  with  modem 
pooling  from  NEC  America, 
Inc.  This  system  links  all  of 
JMU's  computer  facilities  with 
an  assortment  of  terminals — 
Including  650  NEC  Dterm  display 
terminals  with  built-in  telephone — 


and  personal  computers  from  IBM, 
Apple,  and  Tandy.  Any  user  with 
access  to  a  Dterm  terminal  or  a 
data  module  can  access  any  of 
JMU's  computers  from  anywhere 
on — and  sometimes  off — campus. 

Moreover,  users  on  Ethernet, 
IBM  token  ring,  and  Novell  local 
area  networks  can  use  the  rack- 
mounted data  modules  at  each 
computer  site  or  the  Dterm 
terminals  with  data  adapters  to 
establish  a  connection  with  all  the II 
computer  resources  linked  to  the  1 
NEAX2400.  Outgoing  modem 
pooling  allows  JMU's  library  to 
access  online  database  systems 
like  Dialog  and  Vlewtext  via 
Telenet.  Administrative  staffers 
and  professors  can  use  the 
system's  Incoming  modem  poolln 
to  connect  to  various  computers 
from  their  homes. 

"We  have  achieved  universal 
connectivity,"  asserts  Bonadeo, 
who  says  the  system  has 
Improved  productivity  In  both 
administrative  and  academic 
departments.  The  NEAX2400  has 
cut  costs,  too,  according  to 
Bonadeo,  through  port  sharing, 
which  boosts  computer  availability 
but  keeps  down  the  cost  of 
dedicated  hardware. 
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How  fast  you 

p.  black  and  blue  depends 

onwhoyou  punch. 


%  is  the  competition  afraid  of  our  490Z? 
Jecause  when  you  punch  it,  you  get  black  and  blue  faster 
D  any  other  copier  in  the  world.  (Not  to  mention  red,  green, 
sepia.) 

'hanks  to  an  extraordinary  process  called  Simul-color,™ 
•-color  copies  are  whisked  out  in  a  single  step, 
ihould  your  tastes  run  to  a  more  economical  two-color 
ier,  there's  the  370  with  Selecta-color.™  Or  you  can  choose 

'■color  and  Selecta-color  are  trademarks  of  Minolta  Corporation.  ©  1988  Minolta  Corporation 


the  370Z,  which  offers  all  the  features  of  the  370,  plus  zoom, 
editing  and  optional  duplexing. 

To  put  them  to  the  test,  call  1-800-USA-DIAL,  ext.  777  for 
the  Minolta  dealer  nearest  you. 

We're  sure  they'll  come  out  with  flying  colors. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


What  if  you  mad 

your  compel 


You'd  have  your 
computing  power 
for  a  lower  cost- 
of-ownership. 

Up  to  $450,000  lower,  in  fact. 

Based  on  original  purchase  price 
and  support  costs  over  five  years* 


Cost-of-Ownership 

$860K 

$574K 

$398K 

HP 


IBM 


DEC 


Because  the  HP  3000  Series  950 
costs  about  half  of  DEC  s  VAX  8810 
and  30%  less  than  IBM's  4381-22. 

For  a  comparable  class  of 
computer. 

Remarkable  savings,  you'll 
agree.  Savings  made  possible  by 
HP's  remarkable  RISC-based 
Precision  Architecture  computers. 

RISC-Reduced  Instruction  Set 
Computing— is  a  new  concept  in 


computer  design  which,  through 
simplification,  can  speed  up  com- 
puter processing. 

Simplification  which  means,  for 
example,  an  eleven-board  CPU  is 
reduced  to  just  one. 

It  all  means  fewer  components. 

And  it  all  results  in  significant 
benefits  in  reliability,  performance 
and  cost-of-ownership. 

What's  more,  as  you  grow  you  can 
upgrade  selected  models  by  the 
mere  substitution  of  processor  boards 
on-site  with  minimal  disruption. 

Whether  you  choose  the  newest 
models  of  our  HP  3000  or  HP  9000 
lines,  the  benefits  of  Precision 
Architecture  can  be  yours  now  and 
in  the  future. 

You'd  have  true 
multi-vendor  ^> 
connectivity  \ 

We  know  you  want  more 
networking  options,  not 
less. 

Hence  the  HP  com- 
mitment to  a  networking 
strategy  that  gives  you  the 
true  multi-vendor  connectiv- 
ity that  proprietary  networks 
simply  can't  deliver. 

HP  AdvanceNet. 

A  strategy  which  supports  in- 
dustry standards,  as  well  as  de 
facto  standards  such  as  SNA. 

With  over  300  products  for  local 
office,  engineering  and  manufac- 
turing UNIX™ -based  environments, 
and  company- wide  networking. 

A  strategy  which  allows  you  to 
keep  your  networking  options  open 
for  the  future  and  protects  your 
existing  computing  investment 


An  example  of  HP's 

commitment  to  standards 

isHPStarLAN 

office  networking. 


It's  a  strategy  based  on  expei 
ence  acquired  since  1971. 

With  networking  products  in  I 
stalled  in  over  70  of  the  top  100  . 
Fortune  500  compames. 

Backed  by  service  and  suppi  I 
designed  expressly  for  your  mu  I 
vendor  environment. 

Because  that's  the  real  worldm 

You'd  have  easy 
access  to  your  e* 
tire  information 
system. 

Introducmg  the  HP  NewWave  i 
environment. 

Breakthrough  software  techrB 
ogy  that  lets  you  access,  manitl) 
and  share  information  throughit 
your  system. 
Effortlessly. 

By  means  of  simple,  intuitivd| 
icons.  Pull-down  menus.  A  "ml 
And  a  common  interface  acrosj } 
workstation  applications. 

Data  from  different  applicant 
and  sources— from  PCs,  minis ; 
mainframes— can  be  accessed  i 
manipulated  as  though  within  j 
single  application.  In  the  proce 
you  can  create  documents  thd 
combine  text,  graphics,  spre 
sheets,  images.  You  can  eveij 
tach  a  voice  message. 
Then,  just  as  easily,  you  < 
mail  them  to  anyone  on  t\\ 
system. 

What's  more,  repetiti\jj 

tasks  such  as  updating  J 

distributing  a  sales  ref 

can  be  done  automatic] 

through  "agents,"  whj 

are  practical  implem] 

tations  of  artificial  ii] 

telligence  principled 

They  can  even  do  ti 
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A  window  toyoui  world 

i  prescribed  day  at  a  certain 

e,  if  you  wish. 

"he  NewWave  environment. 

.'s  a  powerful,  natural  way  of 

king. 


integrated 
vkstations 
with  the 
NewWave 
nronment 


nd  it  will  lead  the  way  to  a 
and  more  productive  era  in 
puting. 

u'd  have  the 
!  mpany  with 
tp  ratings  in 
>  .stomer  support 
i-tisf action. 

■wo  customers  are  the  same. 

lis  is  a  guiding  principle  of  the 
4  vay  of  doing  business. 

means  listening  to  and  under- 
I  ding  your  specific  company 

ft  len  it  means  asking  a  lot  of 
n  at  if ... "  questions  so  that 
>  :10ns  can  be  delivered  that  are 
Ured  to  those  needs. 
■  stead  of  off-the-shelf  solutions 


routinely  handed  out. 

And  it  means  following  up  with 
service  and  support. 

Consider  this  record:  #1  for  five 
straight  years  in  the  widely  re- 
spected Datapro  customer  surveys. 


Customer  Support  Satisfaction 
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3.3 


3.2 
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—  HP 

IBM 

••••DEC 

H^7' 
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• 
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• 
• 
• 
• 

1983 


1984 


1985 


1986 


1987 


It's  a  record  based  on  an  average 
across  six  key  service  and  support 
categories:  maintenance  effec- 
tiveness, maintenance  respon- 
siveness, troubleshooting, 
documentation,  education  and 
software  support. 

And  it's  a  record  that  should 
come  as  no  surprise. 

Because  when  you  make  your 
customers  number  one,  they  do  the 
same  for  you. 

For  more  information,  complete 
and  mail  this  coupon  or  call 
1  800  752-0900,  Dept.  687E. 


Title 

Street 


stop 


Clty- 


-ZipCode- 


MAIL  TO:  HEWLETT-PACKARD,  Inquiries  Manager. 
19310  Prunendge  Ave..  Dept  687E,  Cupertino,  CA 95014 
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Corp.,  almost  four  million  local  area 
networks  will  be  installed,  and  nearly 
50  million  workstations  will  be  con- 
nected to  them.  Close  to  95%  of  those 
networks  will  be  PC-based,  and  almost 
three-quarters  of  all  local  area  network 
workstations  will  be  PCs. 

Settling  On  Standards 

Those  whose  mandate  is  to  automate 
the  office  struggle  not  only  with  a  diver- 
sity of  information  types,  but  a  diversity 
of  both  machines  to  handle  that  infor- 
mation and  vendors  who  provide  the 
machines.  In  the  face  of  such  over- 
whelming variety,  the  answer  now 
emerging  is  a  widespread  acceptance 
of  standards. 

But  sometimes  even  this  backfires. 
There  are,  in  certain  corners  of  the 
office  automation  world,  too  many 
standards.  Some  are  formal,  others  are 
de  facto;  some  are  old  and  fading, 
others  are  new  and  emerging.  And 
standards  generate  mixed  feelings- 
some  believe  they  stifle  innovation  and 
point  out  that  standards  rarely  surface 
from  technical  excellence. 

Without  them,  however,  automation  of 
any  sort  often  is  reduced  to  babble  (or 
Babel,  as  in  Tower  Of).  Hence,  manu- 
facturers are  increasingly  developing 
products  which  are  consistent  with 
standards;  they  understand  that  to 
resist  standards  is  to  foresake  their 
customers.  Some  of  the  trends: 
•  Most  vendors  now  support  IBM's 

de  facto  document  interchange 


(DISOSS)  standards,  and  most  com- 
puter and  office  systems  are  able  to 
communicate  with  IBM  mainframes. 

•  Many  vendors  have  agreed  to  sup- 
port the  international  Open  Systems 
Interconnection  (OSI)  standards.  This 
is  an  model  architecture  that  will 
make  it  easier  for  users'  programs  to 
operate  on  a  variety  of  machines  from 
different  vendors. 

•  Both  hardware  and  software  vendors 
are  starting  to  support  the  so-called 
"universal"  operating  systems— those 
which  allow  programs  to  be  trans- 
ported across  device  and  vendor 
types,  including  MS  DOS  for  IBM  PCs 
and  compatibles,  UNIX  for  technical 
workstations,  and  PICK  for  multi-user 
business  machines. 

Getting  Support. 

Computers.  Printers.  Facsimile.  PC- 
mainframe  links.  Desktop  publishing 
systems.  Local  area  networks.  PBXs. 
Document  storage.  The  integration  of 
all  of  these  and  more  signals  a  vast 
increase  in  not  just  automation  itself, 
but  its  complexity.  The  comparative 
cost  of  hardware  and  software  begins 
to  shrink  next  to  the  cost  of  support- 
ing these  ever  more  complicated 
installations. 

"For  every  dollar  spent  on  hardware 
and  software,"  notes  Businessland's 
Torresi,  "approximately  one  dollar  is 
spent  on  training  and  support.  In  the 
case  of  the  more  complex  networked 
installations,  the  cost  of  support  is 


higher:  for  every  dollar  spent  on  harj 
ware  and  software,  about  three  doll;; 
are  spent  on  training,  network  admiij- 
tration,  and  technical  support." 
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A  Demand  for  Knowledc 
Based  Systems 

It  is  precisely  this  growing  complexi 
and  the  high  costs  of  support  that  a 
already  triggering  demand  for  a  nevl 
kind  of  automation,  where  the  key  v\<g 
is  not  'information'  but  'knowledge.' 

The  idea  is  basic,  and  as  old  as  tl 
computer  industry  itself:  if  some 
amount  of  appropriate  knowledge  qi 
be  incorporated  into  automated  sys' 
terns,  the  human  user  of  those 
systems  can  be  relieved  of  tasks  wfh 
are  tedious  or  distracting  to  the  job  ^ 
hand.  Several  dozen  software  firms! 
well  as  many  major  corporations  are! 
working  to  instill  such  knowledge  inll 
automated  systems  using  technique  Of 
artificial  intelligence— particularly  exei 
systems  and  neural  networks. 

Thus  expert  systems  are  being  biji 
into  some  software  application  prod;ls 
to  make  them  easier  to  use.  Expert  aj 
terns  designed  to  mimic  the  decisio 
making  of  human  experts  train  novicB 
on-the-job  as  a  byproduct  of  their  d<i» 
to-day  operation. 

Companies  which  sell  software  to 
manage  data  processing  and  netwcjA 
ing  centers  are  offering  expert  systai 
based  products  that  help  oversee 
complex  configurations  and  even  ait 
pate  problems.  And  computers  are  1 


THE  PRICE  OF  PCs  IS  RIGHT 
AT  PHILLIPS 

About  three  years  ago,  Mai  Coury, 
director  of  procurement  at  Phillips 
Petroleum,  began  to  notice  that 
personal  computers  were  Invading 
all  the  company's  divisions. 
Hundreds  of  PCs  had  taken  up 
occupation  at  the  firm's  Bartles- 
vllle,  OK,  headquarters  and  at  field 
locations  across  the  country. 

Not  surprisingly,  Coury  decided 
It  was  time  to  Improve  the  way 
Phillips  bought  PCs.  "We  began," 
h«*  says,  '-looking  for  a  national 
'der  o?  PC  produc- 1  *nd 
at  could  h^ip  us 
nor©  of    -le  e 

I  program*  from  many 
l «.  Finally  6,  we 

its      i  one-ysi.      it r act     1 
»  i< «  '?nal  a.  k       i« 


Several  factors  led  Phillips  to 
opt  for  Computerland:  the  chain's 
500  dealer  locations,  the  high 
Inventory  levels  Computerland 
maintains,  after-sale  service  and 
support,  Computerland's  financial 
stability. 

"Overall,"  explains  Coury,  "our 
relationship  with  Computerland 
has  saved  us  hundreds  of  thou- 
sands of  dollars.  That  kind  of  cost 
saving  has  encouraged  us  to 
develop  new  uses  for  personal 


vputart 
ict  ha-?  since  b* 
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computer  hardware  and  software 
that  have  allowed  all  areas  of  our 
company  to  run  more  efficiently." 

Coury  notes  that  today  Phillips 
uses  personal  computers  for  man 
applications — "word  processing, 
accounting,  database  manage- 
ment, spreadsheet  applications, 
and  desktop  publishing,"  he 
reports.  To  accomplish  many  of 
these  tasks,  a  large  number  of 
Phillips'  PCs  are  linked  to  main- 
frame computers  or  linked  in  Iocs 
area  networks,  wide  area  net- 
works, and  multi-user  systems. 

"With  our  Computerland  con- 
tract, we  have  enjoyed  all  the 
benefits  that  are  Inherent  In  a 
volume  purchase,"  states  the 
director  of  procurement,  "includ- 
ing pricing  and  access  to  a  large 
Inventory,  and  local  support  that 

Includes  system  configuration, 
software  loading,  delivery, 
Installation,  and  warranties." 


100YEAR 
UAEANTEE 

No  one  can  guarantee  they'll  be  in  business  forever.  But  for  the  past 
100  years,  Telautograph  Corporation  has  been  supporting  its  customers 
with  excellent  facsimile  products  backed  by  responsive  service.  And  that's 
a  commitment  we're  making  for  the  next  100  years. 

Recently,  the  growth  of  facsimile  has  brought  a  number  of  new 
companies  into  the  market.  Some  with  names  you  know.  Others  you 
may  not  have  heard  of.  However,  just  because  a  company  is  well-known 
doesn't  mean  it's  committed  to  fax.  Several  giant  companies  were  big  in 
fax-now  they're  out. 

The  important  question  is- will  the  fax  company  you  choose  be 
around  when  you  need  it?  For  installation.  Maintenance.  Repair.  Training. 
Expansion,  and  professional  support  to  help  you  make  the  most  of  your 
fax  network. 

With  Telautograph  the  answer  is  yes.  Since 
1888  we've  earned  one  of  the  highest  customer 
satisfaction  records  in  the  industry.  And  we  plan 
on  maintaining  this  reputation  for  the  next  one 
hundred  years  as  well. 

Our  Omnifax  line  of  digital  facsimile  consis- 
tently earns  top  ratings  when  it  comes  to  reliabil- 
ity, service,  price  and  performance.  For  more 
information  or  a  demonstration,  CALL  TOLL 
FREE  800-221-8330. 

OMNIR4X 


TefautogAOpn 


i  a  b  8  -  i  a  b  s 
The  Original  Facsimile  Company 
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n  the  Class  of  96  wanta 
and  communications  work** 


Recently,  a  group  of  curious  third  graders 
visited  NEC.  We  showed  them  what  we've 
shown  thousands  of  curious  executives — that 
in  today's  busine  .  increased  produc- 

tivity sta         itha  n  called  C&.C. 

Computers  and  Comn         ations  working 
together.  C&.C  is  ai  .ve  solution  for  the 

managing  and  moving  >rmation. 


In  your  office,  C&C  means  quality  hi 
products  such  as  advanced  personal  com- 1 
puters,  digital  telephones,  and  high-speec] 
facsimile  terminals,  all  working  together 
through  a  powerful  Information  Manager^ 
System  (IMS). 

For  your  corporation,  it  means  local 
wide  area  networks,  using  NEC  technolojl 


.•eftC   Computefs  and  Communtcatiof  s 


L 


learn  how  computers 
gether,  NEC  showed  them* 


voice,  data,  text  and  image  information 
)|id  a  building.  Or  around  the  world. 

Today,  NEC  has  an  impressive  record  of 
Tig  complicated  networking  problems  for 
tbanies  of  all  sizes.  Whether  it's  creating 
I  first  system,  or  adding  to  an  existing  one, 
I  with  you  every  step  of  the  way. 
I  If  you'd  like  to  learn  how  Computers  and 


Communications  can  work  together  for  your 
business,  please  write  or  call: 


NEC  America,  Inc.,  Corporate  Marketing, 

8  Old  Sod  Farm  Road,  Melville, 

New  York,  11747 

Telephone: 

1-800-338-9549 


NEC 


being  designed  to  include  expert  sys- 
tems on  a  silicon  chip  which  are  able  to 
diagnose  faults;  some  local  area  net- 
work products  are  incorporating  this 
capability,  too. 

Neural  networks,  meanwhile,  are 
further  out  on  the  horizon's  edge.  But 
they  will  play  an  important  role  in  the 
future,  since  they  are  systems  which 
are  adaptive  and  trainable  without 
programming.  One  neural  network 
simulation  product  now  commercially 
available  performs  loan  risk  analysis  for 
financial  institutions  as  effectively  as  the 
best  loan  officers. 

"Bringing  knowledge  to  computing  is 
the  next  frontier,"  believes  AIM  Publica- 


tions &  Consulting's  Messenheimer,  "and  we  are  standing  at  the  gateway." 


OFFICE  SYSTEMS  FOR  THE'90s: 
AUTOMATION  AND  THE  BOTTOM 
LINE  was  prepared  by  CIO  Pub- 
lishing, Inc.,  Framingham,  MA — 
which  is  solely  responsible  for 
its  content — under  the  direction 
of  Joseph  L.  Levy.  Written  by: 
Carol  Weiszmann.  Graphics  by: 
Gael  Burns. 

CIO  Publishing,  Inc.,  publishes 
CIO,  the  magazine  for  information 
executives,  which  is  an  IDG  Com- 
munications publication. 

This  White  Paper  to  Manage- 
ment is  part  of  a  continuing  series 
produced  by  CIO  for  FORBES. 


Other  White  Papers  to  be  pub- 
lished in  1988: 

•  September  19— GLOBAL  COM- 
MUNICATIONS AND  COMPUTER 
STRATEGIES  FOR  THE  '90s.  Ads 
close  July  25. 

•  November  28— DESKTOP  COM- 
PUTING AND  NETWORKS 
FOR  TOMORROW.  Ads  close 
October  3. 


FAX  TALES  ABOUT 
IMPROVING  THE 
BOTTOM  LINE 

ON  DEADLINE  WITH  FAX.  It  was 
only  18  months  ago  that  Homes 
and  Land  Publishing  of  Tallahas- 
see, FL,  first  began  using  facsimile 
equipment  in  Its  day-to-day  opera- 
tions, but  already  It's  become  "an 
integral  part  of  the  business," 
according  to  vice  president  of 
operations  Gary  Cllett. 

Homes  and  Land  publishes  240 
different  regional  real  estate 
magazines  every  week,  each 
averaging  about  30  pages  and 
offering  photos  and  text  to 
describe  properties  on  sale  In 
cities  spread  across  40  states. 

Employees  In  those  cities  use 
fax  to  communicate  with  the 
graphics  and  production  staff 
based  in  Tallahassee. 


The  firm's  first  exposure  to 
facsimile  transmission  was 
through  Federal  Express'  ZapMall 
service.  "We  saw  the  promise  In 
atls  Cllett,  "so  we  bought 
our  own  machines.  A  bulk  pricing 
arrangement  with  a  local  supplier 
*ias  the  company  buying  Toshiba 
equipment,  and  contemplating  a 

•work.  "Any  technology  that 
n  advantage  over  present 
£  we  are  Interested  In," 
«»d  and  turnaround 
'  our  business." 

JRESC     w- FAX.  As 

ar  if  -Jo-It - 

i  In  the 
-    i«*  ' sands  of 


retail  outlets;  these  are  served  by 
distribution  centers  across  the 
continental  U.S.  which  assure  that 
U-Haul  outlets  have  the  inventory 
they  need — an  Inventory  that 
ranges  from  vehicle  parts  to 
trailer  hitches  to  roadmaps. 


-• 


Between  meeting  the  needs  of 
Its  retail  outlets,  placing  orders 
with  various  suppliers,  and 
reporting  to  corporate  headquar- 
ters, U-Haul's  distribution  centers 
are  a  paperwork  Jungle.  Often, 
orders  placed  with  suppliers  by 
telephone  were  victim  to  error  or 
forgetfulness — and  thus  much 
delay  and  duplication.  But  no 
longer,  thanks  to  a  network  of 
150  Murata  Business  Systems' 
ImageMate  and  ImageMaster 
facsimile  machines  located  at 
U-Haul  headquarters,  distribu- 
tion centers,  retail  outlets,  and 
suppliers. 

Now  U-Haul  transmits  a  hard 
copy  of  Its  purchase  orders  via 
fax.  Because  the  orders  are 
received  Immediately,  they  can 
be  confirmed  and  processed — 
eliminating  delays  and  duplica- 
tion and  streamlining  the  entire 
process. 

"The  addition  of  the  fax  network 
Is  like  having  an  extra  person  In 
the  office,"  comments  Michael 
Pearl,  U-Haul's  field  support  group 
manager.  "It  can  accomplish  so 
many  things  throughout  the  day 
that  Is  saves  me  time  and  makes 
the  company  money." 

FASTER  FAX:  WHEN  LESS  IS 
MORE.  Before  1980,  law  firm 
Robins,  Zelle,  Larson  &  Kaplan 


had  used  analog  facsimile  devices 
at  their  Minneapolis  offices.  The 
machines  took  six  minutes  to 
send  one  page,  copy  quality  was 
poor,  and  automatic  transmission 
and  reception  an  unfulfilled 
dream.  But  law  firms  need  paper 
copies  of  documents;  electronic 
signals  are  not  legally  binding. 
"Anything  would  have  been  bet- 
ter than  that  old  equipment," 
remembers  Bill  Larson,  the 
firm's  operations  manager,  "but 
we  really  needed  the  capabilities 
of  facsimile." 

When  Larson  decided  to  up- 
grade the  fax  equipment  In  1980, 
he  laid  down  four  requirements: 
sub-minute  transmission  speed, 
easy-to-use  machines,  sharp 
and  clear  copy  quality,  and  high 
mechanical  reliability.  He  chose 
high-speed  Omnlfax  facsimile 
machines  from  Omnlfax/ 
Telautograph  Corp. 


In  the  Intervening  years,  the  law 
firm  of  Robins,  Zelle,  Larson  & 
Kaplan  has  expanded — from 
Boston  to  San  Francisco.  An 
Omnlfax  was  Installed  in  each  new 
office — the  newest,  In  the  San 
Francisco  location,  Is  a  15-second 
Omnlfax  36DW,  the  eighth  in  the 
firm's  fax  network. 

"The  great  thing  about  facsim- 
ile," states  Larson,  "Is  that  it's  so 
easy  to  use.  There's  no  staff 
apprehension  to  overcome,  no 
extra  work  to  do,  and  very  little 
training  needed.  There's  been  only 
enthusiasm  and  excitement  for 
the  new,  faster  machines." 


BIG  ENOUGH 

TO  HANDLE 

BIG  BUSINESS' 

SMALLEST 

DETAIL 


Vhen  it  comes  to  handling 
tie  computer  needs  of  big 
'usinesses,  no  one  fills  the 
ill  like  ComputerLand? 

We're  the  oldest  chain  of 
omputer  retail  specialists  in 
the  world.  With 
more  than 
eleven  years  of 
experience 
working  with 
businesses  of 
all  sizes. 
During 
lose  years,  we've  sold  well 
ver  a  million  name  brand 
omputer  systems.  Far  more 
lan  any  other  computer 
pecialty  store  network. 

Our  sales  in  1987  alone 
/ere  nearly  $2  billion. 

ComputerLand  is  also 
ie  largest  retailer  in  the 
idustry  With  500  stores 
i  the  U.S. -part  of  nearly 
00  worldwide.  (No  one  else 
omes  close  here  either.) 

But  you're 
robably  con-, 
erned  less 
bout  what 
'e've  done 
lan  what  we 
an  do... for 
ou.  And  there's 
great  deal. 


Every  ComputerLand 
store  (including  the  one  near- 
est you)  is  tied  into  a 
well-oiled  international 
network  of  unsurpassed 
computer  resources. 

We  offer 
a  complete 
selection  of 
computer  prod- 
ucts from  major 
manufacturers 
throughout 
the  world. 
Not  just  one 
or  two.  That 
includes 
computers, 
printers,  soft- 
ware and  peripherals.  So  we~ 
and  you- have  real  choices. 

We  also  do  our  best  to 
make  it  easy  for  you  to  buy 
computer  equipment  and  keep 
it  up  and  running. 

To  begin  with,  a 
ComputerLand  representa- 
tive will  come  to  your 
place  of  business  to  talk. 
But  we  don't  just  talk. 
We  deliver.  To  get  products 
and  parts  to  you  A.S.A.R, 
ComputerLand  has  four  stra- 
tegically placed  national 
distribution  centers.  Including 


one  just  five  miles 
from  Federal  Express 
headquarters  in 
Memphis. 

Our  network 
provides  training 
to  get  your  staff  up  to 
speed  quickly.  Which 
we've  done  successfully 
for  everyone  from 
individual  entrepreneurs 
to  FORTUNE  500 
companies. 

Each  of  our 
ComputerLand  stores 
also  has  a  fully- 
staffed,  full-time 
service  department, 
should  you  ever  have 
problems. 

We  can  even  arrange  to 
service  your  equipment 
on-site. 

Put  simply,  we're  big 
enough  to  handle  big  busi- 
ness' smallest  details. 

And  that,  put  simply, 
is  why 
so 
many/^ 

big   JL 
busi- 
nesses give  us  their  business. 


<:  1988  ComputerLand  Corporation.  Products  and  programs 
available  at  participating  stores. 


ComputerLand 

The  one  thing  to  know  about  computers? 


When  designing  a  machine  that's  as  sophisticated  as 
a  copier,  reliability  seldom  comes  easily.  And  unless  it's 
built-in  at  every  step  in  the  development  process,  it  may 
not  come  at  all. 

At  Ricoh,  the  first  stop  on  the  road  to  reliability 
is  our  computer-aided  design  (CAD)  center.  With 
CAD,  we  can  do  things  in  minutes  or  hours  that 
used  to  take  days  or  even  weeks  on  paper.  Such  as 
borrow  one  copier's  subsystem  and  reconfigure  it 
for  use  in  another  machine.  Work  the  "bugs"  out  of 
a  new  parts  design.  Or  give  a  copier  a  totally 
new  size  and  shape. 

Later,  computer-simulated  tests  are  run 
on  many  of  the  copier's  800  parts.  All  the  « 
most  critical  parts  undergo  strength  tests. 
Other  tests  ensure  that  optics  are  perfectly  aligned.  And 
that  drum  balance,  essential  for  quality  copying,  is  100% 
precise.  Sure,  other  makers  have  CAD  systems.  But  the 
^ftware  in  ours  reflects  more  than  50  years  of 

mulated  design  experience.  We  think  it's  a  solid 
on  on  which  to  develop  new  copiers 


and  technologies.  It  has  also  led  to  a  significant 
improvement  in  the  quality  of  parts  and  parts 
performance  over  the  past  few  years. 


Of  course,  building  a  copier  that  works  day  after  di 


K 


month  after  month  is  only  pa 
of  our  responsibility  to  you.  I  ' 
also  good  to  know  that  we  gi\ 
our  copiers  all  the  functions  J  ^ 
need  to  make  your  work  easit 
and  more  productive. 

For  more  information  abot 
Ricoh  copiers,  please  call  toll  f  B 
1-800-63-RICOH. 


Ricoh's  complete  line  of  copiers  includes 
desktop  and  console  models. 


JL 


Copiers  built  to  work. 


COPIERS  FACSIMILE  PRINTERS  COPYBOARDS  CAMERi 

RICOH  COMPANY.  LTD.    15-5  Minami-Aoyama  1-chome   Mmato-ku.  Tokyo  107.  Ji 
RICOH  CORPORATION    5  Dednck  Place  West  Caldwell.  New  Jersey  07006  U 
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Readers  looking  for  "ten  hot  stocks  to  buy 
now"  or  for  a  way  to  make  a  rapid  killing  will 
get  no  satisfaction  here.  This  money  guide  is 
something  else:  a  series  of  tales  about  value 
seeking. 
'■mh       What  do  we  mean  by  value?  Investors  do 
I  not  agree,  although  everybody  wants  it.  A  lot 
v  managers,  for  instance,  declare  their  style  to  be 
ndervalued  stocks."  (Have  you  ever  heard  one 
nig  to  buy  overvalued  stocks?)  But,  simple  as  it 
ill     describes  a  philosophy  of  investing 
ersal.  Someone  who  gravitates  to  stocks 
ion  to  their  earnings  or  their  assets  is 


probably  a  value  player.  Someone  who  gravitates  to  higl 
priced  stocks,  aiming  for  extraordinary  growth,  dynamisi 
or  glamour,  is  not. 

Are  you  the  sort  of  investor  we  are  writing  for?  If  so,  yc 
are  patient,  you  build  your  expectations  on  long-ten 
trends  rather  than  recent  events  and,  above  all,  you  are  n< 
content  to  be  a  passive  player.  You  do  not  buy  the  argi 
ment  that  all  securities  prices  are  rationally  priced  at  a 
times.  Indeed,  you  see  irrationality  everywhere:  in  comp 
nics  trading  at  one  price  one  day  and  half  that  price  a  fe 
months  later,  without  any  change  in  their  prospects;  i< 
stocks  trading  at  outlandish  multiples  of  their  book  vail! 
and  earnings;  in  new  closed-end  funds  that  sell  like  ho: 
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i:akes — for  more  than  the  value  of  their  assets. 

1    Can  value  investors  predict  market  turns?  No.  A  sense 

)f  value  does  not  bring  with  it  clairvoyance.  But  the 

•ntelligent  investor  at  least  acts  in  accordance  with  some 

onsistent  notion  of  underlying  value.  There  is  no  way  for 

i  value  player  to  have  been  a  buyer  of  stocks  last  August, 

vim  the  Dow  at  2700,  and  a  seller  the  following  April, 

vith  the  Dow  at  2000.  Yet  that  is  just  what  investors  in 

:  tock  mutual  funds  were  doing.  Such  funds  enjoyed  net 

;  ales  of  $3  billion  last  August  and  suffered  net  redemp- 

1  ions  of  $63  million  in  April.  Kurt  Lindner,  an  oldtimer  in 

I 'alue  investing  (see  page  176),  did  not  predict  the  crash, 

md  he  may  be  wrong  now  in  his  bullish  stance.  But  he  did 
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go  from  a  30%  cash  position  last  August  to  being  almost 
fully  invested  recently,  going  against  the  crowd  that  was 
buying  last  August  and  selling  recently.  Following  such  a 
course,  he  will  probably  wind  up  well  ahead  of  the  crowd. 
If  the  Forbes  philosophy  of  investing  were  reduced  to  a 
set  of  rules,  it  would  be  something  like  these  six: 

Invest  in  simple  things.  Warren  Buffett,  one  of  the  richest 
and  smartest  value  investors,  does  his  own  tax  return.  He 
says  he  won't  buy  something  he  doesn't  understand.  He 
doesn't  see  much  value  in  complicated  derivative  invest- 
ments, like  futures  and  options.  Nor  should  you. 

Lean  against  the  wind.  We  borrow  this  phrase  from  John 
Neff,  manager  of  the  Windsor  Fund.  If,  after  a  period  of 
abnormally  low  returns,  utilities  fall  out  of  favor  on  Wall 
Street,  Neff  will  likely  be  buying.  Some  years  later  the 
market  will  awake  to  what  it  has  overlooked  and  bid 
utilities  up.  Feeding  on  extrapolations  from  the  recent 
trend,  it  will  bid  them  still  higher — too  high.  Then  Neff 
will  be  selling.  Many  a  market  sector  drifts  in  and  out  of 
fashion:  small  stocks,  then  technology,  then  media. 

No  simple  formula  exists  to  tell  you  when  a  sector  or  a 
company  is  overvalued.  It  is  a  sixth  sense,  learned  from 
experience.  Lacking  that  sense,  you  can  head  in  the  right 
direction  by  paying  attention  to  two  statistics:  the  price/ 
earnings  ratio  and  the  price/sales  ratio.  Read  David  Dre- 
man's  essay  on  low-P/E  investing  in  the  article  that  fol- 
lows. Then  read  Ken  Fisher's  essay  on  picking  technology 
stocks  with  low  price/sales  ratios,  page  210. 

Put  your  eggs  in  several  baskets.  We  don't  know  whether 
stocks  will  outperform  bonds  or  whether  inflation  will 
increase  or  decrease.  But  we  do  know  that  a  mixture  of 
investments  will  provide  good  returns  with  less  un- 
certainty than  any  single  investment.  Your  financial 
assets  should  be  balanced  with  some  inflation  hedge, 
such  as  real  estate;  for  most  people,  homeownership 
suffices. 

Don't  play  the  greater  fool.  Some  investors  will  pay 
$20  for  an  investment  worth  $10  because  it  seems 
sure  to  go  to  $30  soon.  This  is  greater-fool  investing. 
This  is  the  logic  used  last  summer  by  otherwise 
rational  people  who  said  that  it  is  okay  to  overpay  for 
stocks  because  the  Japanese  will  pay  still  more.  This, 
too,  is  the  thinking  of  many  new-issues  buyers.  How 
do  you  know  you  aren't  buying  too  early  or  too  late? 
It  is  like  trying  to  be  the  17th  caller  to  a  phone-in 
radio  contest.  Not  all  new  issues  are  lousy  long-term 
investments,  but  a  distressingly  large  number  are, 
enough  to  demonstrate  that  the  new-issues  market 
is  anything  but  efficiently  priced.  The  article  on  page 
290  shows  you  how  to  tell  the  difference. 

Don't  let  the  tax  tail  wag  the  dog.  Having  chosen  your 
investments  for  their  underlying  value,  you  can  arrange 
your  affairs  to  minimize  taxes.  But  don't  let  an  obsession 
with  beating  the  tax  collector  push  you  into  an  investment 
without  that  underlying  value. 

If  you  have  ever  been  tempted  to  buy  a  real  estate 
limited  partnership,  read  the  story  on  page  254.  If  you  want 
to  buy  a  universal  life  insurance  policy  so  you  can  defer 
taxes,  read  the  article  on  page  293. 

Watch  expenses.  Overhead  and  commission  costs  tend  to 
get  lost  in  the  bustle  of  a  bull  market.  But  over  a  period  of 
years,  through  bull  and  bear,  they  make  a  big  difference. 
Don't  pay  someone  an  annual  fee  of  3%  on  his  promise  to 
earn  it  back  by  working  magic  or  repeating  last  year's 
(flukish)  performance. — William  Baldwin 
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Jloeres  no  sure  thing  in  investing,  but  there 
is  one  style  of  stock  selection  that  consis- 
tently earns  above-average  returns. 


The  glories  of 
low-P/E  investing 


By  David  Dreman 


Ifc  once  de  Leon  never  found  his 
^  fountain  of  youth,  and  every 
year  thousands  of  investors  for- 
lornly forsake  their  quest  for  the  eter- 
nal investment  strategy.  But  don't 
give  up  just  yet. 

There  is  a  strategy  that  has  worked 
well  over  time,  even  though  not  all 
the  time,  and  has  provided  investors 
with  superior  returns,  even  though  it 
rarely  gives  them  spectacular  returns. 
That  is  low-P/E  investing,  buying 
stocks  with  price/earnings  multiples 
below  the  market's.  (The  S&.P  500  is 
trading  at  15  times  last  year's  earn- 
ings. If  your  stock  sells  for  12  times 
earnings  or  less,  then  you  have  a  low- 
P/E  stock.)  Dozens  of  research  studies 
from  the  1930s  to  the  present  time 
have  validated  the  strategy  of  buying 
low-P/E  stocks. 

The  chart  opposite  demonstrates 
just  how  well  low-P/E  investing  has 
worked  over  the  past  25  years.  This 
time  period  includes  bull  and  bear 
markets,  economic  booms  and  busts, 
high  and  low  inflation  and  the  energy 
crisis.  In  short,  just  about  every  imag- 
inable kind  of  market  and  economic 
circumstance. 

The  chart  is  a  product  of  research  I 
am  doing  in  collaboration  with  Pro- 
fessor Michael  Berry  of  the  University 
of  Virginia.  We  looked  at  the  top  60% 
ks  by  market  value  on  the  New 
^fock    Exchange   over   the   25 
i  '  Mar.  31,  1987.  As  you  can 

ocks  cheap  in  relation  to 
indly  beat  buying  ex- 

i    rsbf  this  25-year 
stlld  effect    remains 


quite  visible,  although  slightly  less 
pronounced.  The  low-P/E  strategy  av- 
eraged a  24.8%  annual  return,  against 
the  market's  20.2%.  Over  the  full  25 
years  the  low-P/E  group  returned 
17.3%,  against  the  overall  average  of 
12.3%  for  the  sample's  companies. 

The  case  for  low-price/earnings 
stocks  thus  appears  ironclad. 

Interestingly,  these  cheap  stocks 
yield  both  higher  dividend  income 
and  better  capital  gains.  In  capital 
gains,  the  cheap  stocks  were  up  11% 
annually  over  the  25  years,  compared 
with  8%  for  the  highest-P/E  stocks. 
Now,  let's  look  at  dividends:  In  the 
bottom  P/E  quintile,  dividends  aver- 
aged 6%,  triple  the  yield  of  the  top 
quintile.  Who  said  you  can't  have 
your  cake  and  eat  it,  too?  That  divi- 


dend return,  by  the  way,  helps  prop  \\t 
the  prices  of  cheap  stocks  in  bear  ms;  i 
kets.  It  makes  them  look  more  re1 1 
sonable  as  alternatives  to  cash. 

Value  in  the  form  of  low  P/E  is  till 
closest  thing  there  is  to  a  strategy  f  I , 
all  seasons.  For  several  years  of  evel 
decade  it  doesn't  work.  But  the  Ion 
term  results  are  impressive. 

If  the  record  is  so  clear,  why  doesn 
everybody  know  it  and  act  on  it?  A  b 
part  of  the  answer  is  that  the  findii1 
goes  against  much  of  what  we  intfj 
itively  know  as  true.  Most  monc 
managers  and  analysts,  and  I  am  ora 
of  them,  believe  earnings  determiA 
stock  prices   over   time.   But   mar 
money  managers  and  analysts,  and 
am  not  one  of  these,  therefore  fav« 
stocks  that  look  as  if  they  will  enjd| 
rapidly  growing  earnings  for  years  I 
come.  The  key  word  here  is  "lookl 
Let  me  explain. 

The  problem  is  that  it's  very  difj 
cult  to  predict  high  earnings  groww 
accurately.  You  can  always  projep 
past  growth  rates  into  the  far  futurlj 
But  that  will  lead  you  into  the  trap  i 
buying  the  Limited  at  45  times  ears 
ings,  which  is  where  it  was  a  year  ag 
because  of  the  Limited's  45%  historft 
growth  rate.  In  its  most  recent  quart™ 
the  retailer  reported  a  45%  earning 
decline.  The  stock  is  at  18,  down  frop 
a  high  of  52  last  year. 

This  kind  of  future-gazing  is  daft 
gerous,  as  some  academic  work  datiiil 
to    the    1960s    showed.    Studies   1- 
I.M.D.  Little  at  Oxford,  and  later  1 
Richard  Brealey  of  the  London  Grad' 
ate   School   of  Business   and   loser 
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4urphy  (at  the  time  a  graduate  stu- 
ent  at  the  University  of  Chicago), 
howed  that  past  earnings  growth  is 
Imost  useless  in  predicting  future 
arnings  growth,  at  least  over  more 
iian  the  immediate  future.  A  compa- 
y  that  grew  at,  say,  15%  a  year  for 
ve  years  might  average  5%  or  20% 
ver  the  next  five. 

Does  this  seem  to  contradict  your 
xperience?  If  you  follow  the  market 
losely,  you  can  probably  think  of  in- 
ividual  companies  with  strikingly 
niooth,  long-maintained  and  above- 
verage  growth:  Automatic  Data  Pro- 
essing,  ServiceMaster,  Safety-Kleen, 
Vaste  Management,  Philip  Morris, 
ood  Lion.  But  these  are  exceptions  to 
le  rule,  and  you  remember  them  pre- 
isely  because  they  are  so  exception- 
1.  The  hundreds  of  companies  with 
rratic  earnings  don't  stand  out  in 
our  memory. 

There's  the  rub.  Earnings  growth  is 
npredictable,  yet  most  analysts  still 
xtrapolate  from  the  past  into  the  fu- 
ire.  Since  they  lean  on  so  undepend- 
ble  a  method,  we  should  expect  a 
igh  rate  of  error  in  forecasts,  espe- 
ially  when  the  forecasts  are  for  ex- 
aordinary  gains.  And  a  high  rate  of 
rror  is  precisely  what  we  find.  A  re- 
lew  by  Forbes  last  year  (June  1, 1987) 
mnd  that  analysts  were  far  too  opti- 
listic  in  projecting  growth  for  com- 
anies  trading  at  very  high  multiples 
f  past  earnings.  Actual  earnings  for 
986  came  out  73%  shy  of  what  was 
irecast  in  mid- 1985. 

A  1983  Ph.D.  dissertation  by  Sudhir 
rishnamurthi  at  the  Harvard  Busi- 


ness School  confirms  this.  The  study 
covered  estimates  on  up  to  1,250  com- 
panies for  a  five-year  period  ended  in 
1981.  A  minimum  of  six  estimates 
was  required  to  include  a  stock,  and 
many  large  companies  had  15  or 
more.  Krishnamurthi  found  that  con- 
sensus forecasts  for  less  than  12 
months  out  were  off  by  an  incredible 
30%  on  average. 

We  can  all  recall  plenty  of  stocks 
that  looked  good  but  faltered  badly  in 
the  stretch.  Knowing  the  real  world, 
we  should  expect  exactly  this:  The 
more  successful  a  company  becomes, 
the  more  competition,  government 
controls  and  market  saturation  damp- 
en its  returns.  Costs  rise  and  cannot 
be  passed  on,  winning  products  are 
suddenly  superseded  by  new  technol- 
ogy, and  political  or  economic 
shocks — such  as  an  energy  crisis  or 
rapid  inflation — confound  even  the 
soundest  companies. 

When  investors  are  disappointed  by 
groups  of  stocks  with  high  P/Es,  they 
tend  to  overreact,  dumping  their  hold- 
ings and  dropping  the  price.  For  low- 
P/E  groups,  the  action  is  reversed.  The 
stocks  are  already  cheap,  so  bad  news 
puts  little  pressure  on  them.  Put  it 
this  way:  You  will  probably  get  hurt 
worse  falling  from  a  high  ladder  than 
from  a  step  stool. 

Statistics  soberly  pull  us  in  one  di- 
rection, while  emotions  push  just  as 
fiercely  the  other  way.  Thus  the  low- 
P/E  investor  must  learn  to  exercise 
discipline.  He  must  discount  hot  tips, 
rule  out  concept  stocks  and  put  out  of 
his  mind  the  blockbuster  high-P/E 


The  test  of  time 


Over  the  past  25  years — through  booms  and  busts  and  high  and 
low  inflation — buying  low-P/E  stocks  has  been  sound  strategy. 


Average  annual  return  (4/1/62  to  3/31/87) 


Total  return     |Q  Appreciation     I    |  Dividend  return 


Medium  High 


Market 
average 


stocks  (like  Food  Lion)  that  he  wishes 
he  had  bought  ten  years  ago.  He  must 
tell  himself  that  he  is  betting  black  on 
a  roulette  wheel  with  far  more  black 
numbers  than  red.  In  the  end,  the  per- 
centages should  pay  off. 

Here  are  a  few  rules  for  picking 
cheap  stocks: 

1.  Buy  large  companies.  Ignore 
those  clowns  who  tell  you  that  small 
stocks  are  the  only  place  to  be.  My 
rule  is  over  a  billion  dollars  in  market 
value.  Such  companies  usually  suffer 
less  from  accounting  gimmickry  than 
smaller  companies,  and  improving  re- 
sults are  spotted  more  quickly. 

2.  Buy  companies  financially  strong 
enough  to  sail  through  the  rough 
weather  that  low-P/E  companies  can 
encounter.  The  current  ratio,  or  ratio 
of  current  assets  to  current  liabilities, 
should  be  2-to-l  or  better.  Debt  and 
preferred  should  be  no  more  than  40% 
of  total  capital. 

3.  Diversify.  Ideally  a  portfolio 
should  contain  20  to  25  stocks  equally 
weighted  in  15  or  more  industries. 

4.  Consider  high-dividend  yields  a 
strong  plus.  Kodak  has  a  good  divi- 
dend and  a  P/E  of  only  1 1 .  A  leading 
market  favorite  in  the  early  1970s, 
Kodak  is  currently  trading  at  only 
64%  of  its  price  back  then,  though  net 
income  is  up  133%  and  dividends 
have  tripled.  A  high  yield  is  not  all, 
but  it  is  an  important  contributor  to 
total  return.  A  high  yield  also  sup- 
ports the  stock  in  bad  markets. 

5.  Try  to  distinguish  low-P/E  com- 
panies that  are  in  a  long-term  down- 
trend from  those  suffering  temporary 
setbacks.  Digital  Equipment  at  101  is 
trading  at  a  multiple  of  10 — way  be- 
low the  market,  though  it  is  clearly  a 
superior  company.  Digital  is  down 
from  199  last  September  because 
earnings  were  flat  in  the  most  recent 
three  months.  But  for  the  fiscal  year 
(ending  June  30)  earnings  should  be  up 
17%  and  could  well  rise  a  similar 
amount  in  fiscal  1989.  James  River  is 
another  high-quality  outfit  trading  at 
only  10  times  earnings. 

6.  Sell  a  stock  when  the  P/E  exceeds 
the  market  multiple  and  replace  it 
with  other  low-P/E  stocks.  Your  ego 
may  suffer  if  the  stock  continues  to  go 
up,  but  you  will  have  taken  home  a 
nice,  fat  profit.  Remember  and  I  the 
low-P/E  approach  is  one  that  demands 
discipline. 

7.  Finally,  be  patient.  In  low-P/E 
investing,  you  have  a  lot  going  for 
you,  but  it  doesn't  necessarily  pro- 
duce lightning-fast  results.  ■ 
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HE  POWERFUL 


The  Asset  Managers  of  Pacific 
Financial  Companies  have  earned  their 
unparalleled  reputation  for  being  among 
America's  pre-eminent  money  managers. 

Strong.  Fixed  income  performance 
has  ranked  in  the  top  1%  of  all  bond 
managers  for  the  last  ten  year  period, 
and  exceeded  the  Shearson  Lehman 
Hutton  Government/Corporate  Bond 
Index  nine  of  the  last  ten  years* 

Brilliant.  Performance  based  on 
innovative  techniques  has  consistently 
exceeded  the  major  stock  indexes. 

Powerful.  Pacific  Financial 
Companies  ranks  among  the  largest 
financial  institutions  in  America  with  over 
$22  billion  of  assets  under  management. 

Providing  bond  management, 
domestic  and  international  equities,  real 
estate  investments,  and  guaranteed  prod- 
ucts for  corporate  assets  and  pension  funds. 

Create  a  strong  financial  position. 
Talk  with  the  Asset  Managers  from  the 
Power  of  the  Pacific. 


r 


Pacific  Mutual  Managed  Bond  Fund  III  total  annualized  rote  of  return  as  published  by  SEI  Corp  far  periods  ending  December  31, 1987 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 
1  800  544  3600 

Pacific  Financial  Advisors 

Pacific  Mutual 

PMRealty  Advisors 

Pacific  Investment  Management  Company 

Parametric  Portfolio  Associates 

Cadence  Capital  Management  Corp. 


Value 


The  cagey  Kurt  Lindner  has  seen  a  lot  of 
bear  markets  since  he  opened  his  fund  34 
years  ago.  Now  he's  buying  again — things 
like  Australian  grazing  stocks  and  sick- 
looking  bank  stocks. 

The  old  rules 
still  apply 


By  John  Ileitis 


At  a  time  when  most  investors  are 
.gloomy,  Kurt  Lindner,  manager  of 
the  $389  million  Lindner  Fund,  says 
he  finds  plenty  of  bargains  in  stocks. 
For  the  first  time  since  1981  Lindner's 


fund  is  nearly  100%  invested.  And  in 
May  it  opened  to  new  investors,  after 
having  refused  to  take  new  money 
since  1984. 

His  bullishness  is  significant  be- 
cause optimism  does  not  come  easy  to 
Kurt  Lindner.  He  was  30%   in  cash 


a  .'icr 

Finding  pi  en  j  of  bargains  these  days. 
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before  the  market  crashed  last  Octo 
ber.  The  experts  were  saying  a  "new 
era"  of  investing  was  dawning,  and  a 
lot  of  fund  owners  were  leaving.  The 
thinking  was  that  the  old  yardsticks 
no  longer  applied. 

"The  same  things  happened  during 
the  bull  market  in  1972,"  recalls 
Lindner,  66,  who  has  been  running  his 
fund  for  34  years.  In  1972  he  bought 
the  new  era  argument  that  stocks 
with  growing  earnings  were  entitled 
to  a  huge  premium  over  ordinary 
stocks.  The  1974  bear  market 
creamed  his  growth  stocks.  "I  found 
out  the  fundamentals  [to  investing' 
really  hadn't  changed,"  he  says 
"They  still  haven't." 

Remembering  1974  helped  Lindnei 
get  through  last  October  relatively*, 
unscathed.  The  market  fell  17%  irm 
the  last  half  of  1987,  but  Lindner  Funolf- 
fell  only  8%.  Over  the  last  ten  years 
the  fund  has  a  23%  average  annuai 
return,  against  16%  for  the  S&P  500. 

Lindner  picks  his  stocks  from  a  din 
gy  office  building  near  St.  Louis 
where  he  arrived  in  1939  from  Germa 
ny.  Though  he  never  attended  college 
he  passed  the  CPA  exam  in  1947.  Not 
surprisingly,  he  pays  attention  to  » 
company's  accounting,  adjusting 
where  appropriate  for  nonrecurring 
items  and  aggressive  or  misleading  ac 
counting  practices  before  arriving  af- 
an  earnings  growth  figure.  From  thai 
and  from  assumptions  about  econom 
ic  trends  he  estimates  a  firm's  futun 
earnings.  To  those  future  earnings  hi 
assigns  a  conservative  multiple,  usu 
ally  around  6,  to  determine  tht 
stock's  value. 

Next  he  looks  at  interest  rates  tc 
decide  what  percentage  of  this  valui 
he  is  willing  to  pay.  The  higher  rate; 
are,  the  deeper  the  discount  he  re 
quires  as  compensation  for  the  risk  ol 
buying  stocks  rather  than  bonds.  Be 
cause  stock  prices  during  the  bul 
market  moved  ahead  faster  than  in 
tcrest  rates  fell,  Lindner  found  few 
stocks  that  met  his  buy  criteria.  Thus 
the  30%  cash. 

But  that  was  700  points  ago  on  the, 
Dow.  As  we  said,  Lindner  is  now  mi 
buying  mood.  What  is  Lindner  buy 
ing?  Banks,  insurers  and  savings  anc 
loans,  oversold  from  fears  about  bac 
loans  and  other  problems.  Chemical 
New  York,  down  from  last  year's 
of  49  to  29,  looks  cheap  in  spite  of 
foreign  loans  and  troubles  at  its  Te: 
Commerce  unit.  Home  Group  is 
property/casualty  insurer  Lindnei 
likes.  Its  insurance  earnings  are  im 
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Value  is  where  you  find  it 

Kurt  Lindner  does  much  of  his  bargain  hunting  among  stocks  relatively 
unknown  to  Wall  Street  analysts.  Here  are  some  recent  additions  to  his 
Lindner  Fund,  all  either  low  in  P/E  or  high  in  turnaround  potential. 

Recent         — 

Company/business                                                                  price 

— Latest  12-month 

EPS                  P/E 

\llied  Research  Assocs/weapons  and  ammunition                  4% 

$0.34 

12.9 

CF&I  Steel/steel  fabricating                                                     6'A 

-0.36 

NM 

inergas/natural  gas                                                                 15'/8 

2.03 

7.5 

First  American  Financial/title  insurance                               28  'A 

6.29 

4.5 

31amis  Gold/gold  mining                                                            33/[6 

0.11 

29.0 

Wet-Coil  Systems/factory  automation  sys                               6'/i 

0.48 

13.5 

?atrick  Industries/building  materials                                      8% 

1.26 

7.0 

legency  Cruises/luxury  cruises                                                  1 ' 3I , 6 

0.27 

6.7 

Roosevelt  Federal  S&L/savings  &  loan                                    9% 

2.06 

4.7 

iVharf  Resources  Ltd/gold  mining                                              4'V16 

0.36 

13.4 

s'M  Not  meaningful. 

i  oving  and  the  company  is  expand- 

!g  into  new,  profitable  businesses. 

It  a  recent  price  of  12,   the  stock 

ides  at  half  its  1987  high.  Bank  of 

ontreal,  another  beaten-down  bank 

/Ock,  trades  at  less  than  book  value 

id  5  times  earnings. 

t  Defense   contractors  General  Dy- 

jimics,    Lockheed    and    Grumman, 

iding  from  5  to  7  times  estimated 

:  '88  earnings,  seem  cheap  even  in  an 

la  of  defense  cuts. 

Lindner's  portfolio  is  chock-full  of 

!}tfamiliar  names:  Regency  Cruises,  a 

ball,     up-and-coming    cruise    line 

sed  in  New  York;  Met-Coil  Sys- 

ms,  a  Cedar  Rapids,  Iowa  maker  of 

\  ctory-automation  products;   Wharf 

^sources,  a  gold  and  silver  mining 

mpany  based  in  Canada;  Sherwin 

istoral,  an  Australian  cattle-ranch 

mpany  having  severe  problems  be- 

use  of  drought  conditions. 

Foreign  stocks  now  make  up  some 

4%  of  the  fund's  portfolio,  although 

■'ndner  won't  touch  Japanese  stocks 

fj  cause  of  the  ridiculous  prices,  or 

':rman  ones  because  of  the  strange 

counting.  He  has  hit  it  big  with  two 

)ng  Kong  real  estate  firms — Sino 

Ind    and    Great    Eagle — that    were 

ersold  amid  worries  about  Hong 

;  mg's  future  under  the  communists. 

:  also  found  a  gem  in  Britain's  Polly 

ck  International,   a  conglomerate 

I  at  does  everything  from  bottling 

R  iter  in  Turkey  to  making  stereos  in 

|png  Kong.  Bought  at  4  times  earn- 

gs,  Polly  Peck  has  doubled  in  the 


past  year. 

Not  all  of  the  overseas  picks  have 
been  winners.  On  the  advice  of  an 
Australian  broker,  Lindner  last  year 
bought  into  Ariadne  Australia,  a  fast- 
growing  conglomerate  put  together  by 
New  Zealand  financier  Bruce  Judge. 
The  stock  was  trading  at  about  6 
times  earnings,  and  projected  earn- 
ings were  spectacular.  But  Ariadne's 
debt  load  proved  excessive  after  the 
market  crash  hurt  many  of  its  busi- 
nesses. Without  enough  good  infor- 
mation on  the  extent  of  the  problems, 
Lindner  finally  dumped  the  stock  at 
one-sixth  of  what  he  paid. 

Many  of  Lindner's  mistakes  stem 
from  his  assumption  that  past  earn- 
ings growth  "more  often  than  not" 
continues  into  the  future.  That  hurt 
him  with  Ariadne.  It  made  him  ride 
LTV,  the  once  high-flying  steel  and 
energy  company  now  in  bankruptcy, 
all  the  way  from  an  average  cost  of 
$16  to  its  present  $3. 

Now  confined  to  a  wheelchair  both 
by  arthritis  and  multiple  sclerosis, 
Lindner  still  puts  in  50-hour  weeks. 
Ably  assisted  by  longtime  assistants 
Robert  Lange  and  Eric  Ryback,  he 
hasn't  lost  his  touch  in  a  difficult 
market.  Through  May  of  this  year, 
Lindner  Fund  is  up  12.2%  versus  the 
market's  overall  gain  of  7.3% .  That  is 
what  keeps  him  going.  "It's  still  excit- 
ing to  come  up  with  something  that 
everyone  else  has  missed,"  he  says. 
"It's  even  more  exciting  when  it  pays 
off."  ■ 
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HOW  WELL  DO 

YOU  MANAGE 

YOUR  MONEY? 


CAN  YOU  ANSWER 
THESE  QUESTIONS? 

1.  Do  you  know  the  two  basic 
ways  to  earn  money? 

2.  Is  hard  work  the  key  to  making 
money? 

3.  Does  what  you  do  with  your 
short-term  cash  require  the 
same  care  and  thought  as  your 
long-term  investments? 

4.  Should  your  accessible  cash 
reserve  be  earning  any  money 
for  you? 

5.  Is  there  a  logical  alternative 
to  keeping  your  ready  cash  in 
a  bank  savings  account  or  a 
bank  checking  account? 

If  you're  not  sure  of  your 
answers,  then  you'd  better  send 
for  the  FREE  brochure  offered  by 
Kemper  Money  Market  Fund.  It 
can  give  you  a  whole  new  insight 
into  investing,  the  power  of 
money  and  the  convenience  and 
use  of  a  money  fund. 

When  you  request  your  free 
brochure  we'll  also  send  you  a 
free  prospectus,  containing  more 
complete  information,  including 
charges  and  expenses.  Read  it 
carefully  before  you  invest  or 
send  money. 

Please  note  that  bank  products 
offer  fixed  or  variable  rates  while 
the  Fund's  yield  fluctuates.  Bank 
accounts,  unlike  the  Fund,  may  be 
insured.  These  materials  may  open 
your  eyes  and  put  some  additional 
money  into  your  pocket.  Send  for 
them  today. 


Kemper  Money 
Market  Fund 

Name 
Address 


City 


State 


Zip 


Call  Today  Toll-Free 

1-800-537-6001 


KfempeR 


ir 
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Financial 
I I 


Kemper  Financial  Services,  Inc. 
120  S.  LaSalle  Street  Chicago,  IL  60603 
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Can  a  new  company 

become  a  supplier 

to  almost  every 

American  manufacturer 

in  just  three  years? 

One  can. 

The  name  is  Magnelek. 

When  it's  "Made  in  U.S.A.,"  chances  are 
MagneTek  is  somewhere  in  the  picture  be- 
cause most  American  manufacturers  use 
MagneTek  electrical  equipment. 

Every  year  MagneTek  supplies  millions 
of  lighting  ballasts,  electrical  transformers, 
motors,  generators,  drives,  controls,  and 
power  sources.  Products  that  either  go  into 
or  help  produce  practically  everything  made 
in  the  U.S.A.  —  from  soapbox  airplanes  to 
space  vehicles. 

In  less  than  four  years,  MagneTek  has 
grown  from  an  idea  into  a  $900  million  cor- 
poration. The  idea?  Supply  the  best 
electrical  equipment  in  the 
world,  and  treat  customers 
as  if  they  run  the  company. 

Because  at  MagneTek, 
they  do. 
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MagneTek 


The  new  first  name 
in  electrical  equipment. 
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Capital  Preservation 


Are  stocks  the  better  buy  now?  Or  bonds?  To  answer  the  question 
you  must  know  how  to  compare  the  yields  on  bonds  with  th 
yields  on  stocks.  Here's  one  way. 


Stocks?  Or  bonds? 
Or  neither? 


By  William  Baldwin 


Where  should  you  put  money 
now?  In  stocks?  Or  in  bonds? 
History  provides  some  guid- 
ance, but  it  must  be  used  with  a  de- 
gree of  caution. 

For  most  of  the  first  half  of  this 
century,  yields  on  stocks  were  com- 
fortably ahead  of  yields  on 
bonds.  Indeed,  from  1946 
through  1950  stock  yields  av- 
eraged about  double  the 
yields  on  high-grade  corpo- 
rate bonds  (see  figures  at  t/x- 
bottom  of  foldout.  pp.  187- 
189)  Back  then,  a  yield  ad- 
vantage to  stocks  seemed  en- 
tirely appropriate.  Stocks  are 
riskier;  dividends  can  be  sus- 
pended. So  stocks  should  pay 
better. 

The  old  rules  were  thrown 
out  the  window  during  the 
bull  market  that  followed. 
Even  now,  after  last  fall's 
crash,  stocks  seem  ridicu- 
lously overpriced  next  to  the 
meager  dividends  they  pay. 
The  current  yield  on  the  V\T 
500  is  about  3.8%,  while  cor- 
porate bonds  are  paying  9.9% 
and  safe  Treasury s  9.2%.  To 

he  old-time  religion  of  a  yield 
.  for  stcx  Ul  mean  hav- 

ing i;  ket  crash  again,  to  about  a 

third  of  us  present  level.  The  Dow 
Id  go  to 

p  back  from  that 

at  financial 

ithei   vv ■;•.     in  th<    i  hart  on 

show   the  cumulative 

ra        ei  the  past  62  years  on 

ii  Treasury  bonds. 

D  as  i  carting 


point  because  earlier  historical  data 
are  not  as  solid.)  This  shows  what 
would  have  become  of  a  portfolio — 
after  allowing  for  inflation — if  all  in- 
terest or  dividends  were  reinvested. 
Stocks  have  been  terrific  invest- 
ments, averaging  about  6.6%  a  year 
above  inflation.  Treasurys  have  aver- 
aged little  more  than  1%  a  year. 


Financial  assets 


With  dividends  reinvested,  stocks  have  delivered 
an  impressive  return — even  after  inflation.  Be- 
low, cumulative  real  returns  on  stocks  and  bonds. 


Total  return  (Dec  1925  =  100) 
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So,  are  stocks  or  bonds  the  better 
buy?  How  do  we  reconcile  these 
clashing  outcomes? 

The  answer  lies  in  looking  more 
closely  at  why  bonds  have  been  such 
lousy  investments  until  recently,  and 
why  their  yields  are  so  high  today. 
The  culprit  is  inflation.  Inflation  also 
tells  us  something  important  about 
how  much  of  the  return  on  bonds  or 
stocks  can  safely  be  spent. 

When  inflation  comes  by  surprise, 


as  it  did  in  the  1970s,  it  kills  bon 
portfolios.  Interest  rates  shoot  up  an 
bond  prices  go  down.  That's  wh 
Treasury  holders  have  fallen  way  b« 
hind.  But  it  doesn't  necessarily  mea 
that  the  lot  of  a  bondholder  will  cor 
tinue  to  be  so  unfortunate.  By  now 
lenders  have  wised  up.  They  insist  o  I 
being  compensated  for  accepting  cot  | 
pons  and  principal  paid  wit 
dollars  that  are  worth  les 
and  less.  Anticipated  infls 
tion,  in  other  words,  tends  t1 
get  built  into  gross  bon 
yields.  Thus,  the  past  ha| 
century  is  not  necessarily 
guide  to  what  will  happen  d 
the  future. 

To  get  a  better  sense  cj 
what  past  yields  and  return 
tell  us  about  the  future,  focu 
on    real    bond    yields,    thii 
yields  with  inflation  strippe 
out.    Consider    a    $100,00 
portfolio  of  long  Treasury.' | 
yielding  $9,200.  Suppose  lr 
flation   this  year  runs  5% 
You'd  need  to  have  $105,00 
of  principal  at  the  end  of  th 
year  to  maintain  the  real  vail 
ue  of  the  portfolio.  The  othe 
$4,200  could  be  spent.  (Let'l 
ignore  taxes  for  the  time  b< 
The  real  return  on  the  Treasury 
is  about  4.2%.  Compare  that  with  th 
3.8%  yield  on  stocks,  and  stocks  don 
look  like  any  great  bargains  today. 

What  about  dividend  growth?  Al'j 
the  while  bond  principal  is  being  eai 
en  away  by  inflation,  stock  prices  an 
dividends  are  keeping  up  with  infk 
tion.  Indeed,  dividends  have  grow 
modestly  in  real  terms — inching  up 
ward  at  a  1.3%  annual  rate  since  192( 
Now  we  can  make  a  meaningfi 


ing 
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Capital  Preservation 


imparison  between  stocks  and 
lads.  Think  of  each  investment  in 
Ims    of    the    amount    of   genuine, 

yidable,  real  return  it  can  throw  off. 

:orporate  America  can  continue  its 
,  st  record  of  dividend  expansion,  a 
E  »e  could  be  made  for  counting  as 
d  :ome  not  only  the  3.8%  cash  yield 
i  an  average  portfolio  of  stocks  but 
L  o  the  proceeds  from  a  very  small 
I  lount  of  capital  gains,  equal  to  1 .3% 
the  value  of  the  portfolio  every 

ar.  Liquidating  the  portfolio  at  that 
I  >w  rate  would  just  offset  the  portfo- 
.  's  growing  ability  to  throw  off  cash 
<  ndends.  Figured  that  way,  the  cur- 
E  it  spendable  return  on  the  S&P  500 
1 5.1%.  That  is  better  than  the  real 

:ld  on  bonds,  but  not  a  lot  better. 
I  Thus,  if  you  had  a  $100,000  mvest- 
K  ;nt  in  the  S&P  500,  you  could  prob- 
ity spend  $5,100  this  year,  $3,800 
:m  dividends  and  $1,300  by  selling 
|  some  stock.  You  could  do  so  with- 
[|  t  invading  the  real  value  of  the 
i.iount  you  started  with.  Then  you 
Kuld  spend  a  bit  more  next  year  (just 
i  ough  more  to  keep  pace  with  inf la- 
iin),  and  so  on,  and  have  a  reasonable 

pectation  of  being  able  to 

ep  up  that  spending  indefi- 
l:ely — even  if  the  market 
lished.  All  you  would  need 

■  for  corporations  to  main- 
!n   their    long-term    1.3% 

il  growth  of  dividends. 

I^ny  capital  gains  beyond 

Hit  $1,300  would  have  to  be 

K)wed     back     into     more 

■  )cks  in  order  to  maintain 

;  spending  power  of  the 
H/idend  stream.  Spend  any 
Hwe  than  $5,100  (in  1988 

■  liars)  and  you're  dipping 
B:o  capital.  But  you  could 

}ep    spending    $5,100    (in 

.88  dollars)  through  thick 
Id  thin,  even  though  there 
|"j)uld  be  years  when  the 
[\  irket  value  of  the  portfolio 

t)uld  shrink  horrendously. 

Indeed,  the  market  could 

I  ash     tomorrow,      making 

[jur  portfolio   worth    $50,000,    and 

ljur  dividends  would  probably  hold 

fairly  well.  Consider:  The  stock 

Market  is  almost  25%  lower  now  than 

fjwas  last  October,  yet  dividends  are 

Etually  somewhat  higher  today.  By 

I  e  same  token,   the  market  could 

n  uble  tomorrow,  but  your  dividends 

raldn't  be  any  higher,  and  it  would 

1  Dbably  be  a  mistake  to  use  the  paper 

j  ins  as  an  excuse  to  live  more  lavish- 
better  to  leave  them  invested  as  a 


hedge  against  future  market  crashes 
or  stagnant  markets. 

Can't  the  smart  investor  get  rich  by 
catching  these  swings  between  pessi- 
mism and  optimism  that  so  distort 
stock  prices?  Can't  he  or  she  buy 
cheap  and  sell  dear?  A  few  can,  but 
more  money  has  been  lost  than  made 
trying  to  time  the  stock  market. 

Now,  about  taxes.  They  make  the 
outlook  for  the  saver  very  grim.  A 
stock  investor  determined  not  to  dip 
into  principal  has  only  5.1%  to  spend 
on  both  himself  and  the  tax  collector, 
a  Treasury  investor  a  bit  less.  If  the 
principal  is  not  in  a  protected  place, 
such  as  an  IRA,  there  may  be  very 
little  left  to  spend  after  taxes  are  paid. 
On  this  score  stocks  look  a  little  bet- 
ter than  bonds,  since  it  is  possible, 
with  skillful  portfolio  management, 
to  defer  recognizing  capital  gains. 
Then  only  the  dividend  return  will  be 
subject  to  tax. 

How  do  these  financial  assets  com- 
pare with  real  estate?  The  chart  on 
this  page  shows  the  inflation-adjusted 
appreciation  in  homes  and  corn  belt 
farm  acreage.  ("Yields"  on  real  estate 


Real  estate 


Net  of  inflation,  corn  belt  farm  acreage  has  scarce- 
ly appreciated  since  1925.  Single-family  homes, 
in  contrast,  have  done  pretty  well  recently. 


9  Farmland,  per  acre  ($thou)*  New  home,  median  price  (Sthou)'  £ 
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are  hard  to  measure,  but  would  con- 
tribute significantly  to  total  return  if 
they  could  be  included.)  Real  estate 
has  been  a  good  store  of  value.  Its 
principal  failing  is  that  it  costs  so 
much  to  manage  (see  stories  beginning 
on  page  246). 

Have  we  in  this  analysis  underrated 
the  power  of  capital  gains  for  stocks? 
Bulls  would  say  so.  The  bullish  case 
for  the  return  on  stocks  focuses  on  the 
chart  on  the  previous  page.  The  total 
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real  return  on  stocks  has  averaged 
about  6.6%  a  year.  Might  that  be  a 
better  measure  of  the  spendable  re- 
turn from  common  stocks? 

Yes — if.  If  stocks  are  not  overpriced 
now,  and  if  they  appreciate  much  fast- 
er than  dividends  over  the  next  62 
years,  as  they  did  in  the  past  62,  then 
real  returns  on  stocks  could  be  6.6% 
over  the  next  62  years.  But  this  is  a  big 
assumption.  Remember  this:  Even  af- 
ter last  October's  crash,  stock  prices 
are  still  twice  as  high  as  they  were  six 
years  ago.  They  are  40%  higher  than 
just  three  years  ago.  On  a  long-term 
basis,  then,  stocks  are  hardly  cheap 
today.  Item:  In  early  June,  the  earn- 
ings multiple  on  the  S&.P  index  was 
almost  13;  when  the  bull  market 
started  in  1982,  the  multiple  was  less 
than  9. 

Under  these  circumstances,  why 
should  stock  prices  continue  to  get 
further  and  further  out  of  sight  of  divi- 
dends? The  3.8%  yield  on  stocks 
looks  downright  paltry  next  to  the 
yields  of  yesteryear.  Seen  the  other 
way  around,  the  sharp  decline  in  yield 
was  the  result  of  a  sharp  increase  in 
stock  prices.  For  stock  prices 
to  keep  rising  at  their  histor- 
ic rate,  yields  must  keep  fall- 
ing (assuming  dividends  plod 
upward  at  their  historic 
pace).  In  short,  for  the  mar- 
ket to  do  as  well  in  real  total 
return  over  the  next  62  years 
as  over  the  past,  investors  of 
the  year  2050  will  have  to 
accept  yields  below  0.5%.  It 
seems  the  safer  course  not  to 
"count  on  any  such  capital 
gains,  but  to  look  instead  to 
the  dividend  stream,  and  its 
potential  for  very  modest 
growth,  as  the  engine  of 
spendable  returns. 

So,  are  stocks  or  bonds  a 
better  buy?  It  depends  on 
your  reaction  to  two  kinds  of 
risk.  Over  the  short  term, 
stocks  can  crash  faster.  Over 
the  long  term,  bonds  are  risk- 
ier. They  are,  in  nominal  dollars,  fair- 
ly predictable.  Indeed,  you  can  buy  a 
30-year  Treasury  zero  that  absolutely 
locks  in  a  certain  return  between  now 
and  2018.  But  that  dollar  return  could 
be  destroyed  by  a  bout  of  unanticipat- 
ed inflation.  Who  knows  what  politi- 
cal currents  will  be  swaying  the  Fed 
20  years  from  now?  If  you  can't  stand 
either  kind  of  risk,  the  only  option,  in 
financial  assets,  is  short-term  invest- 
ments with  meager  returns.  ■ 
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HOW  WE  SEE 

THE  TAX  REFORM 

PROBLEM. 


It's  not  the  first  bump  in  the  road. 
And  it's  certainly  not  the  last. 

At  the  CIGNA  companies,  our 
financial  planning  doesn't  begin  or 
end  with  the  most  recent  changes 
in  the  tax  law.  Not  because  we  think 
they're  insignificant.  But  because  we 
know  they  must  be  looked  at  in  the 
context  of  an  entire  financial  plan. 

A  long-term  plan. 

A  plan  that's  designed  not  only 
for  today.  But  also  for  many  years 
down  the  road  from  today. 

Which  is  why  before  we  look  at 
possible  solutions,  we  look  at  you. 
Your  present  needs.  And  your  future 
goals  as  well. 

Because  we  know  it's  only  then 
that  we  can  determine  whether 


your  needs  require  asset  accumu- 
lation, tax  planning,  fringe  benefit 
planning,  business  continuity  or 
estate  planning. 

And  because  we  work  with  you 
and  your  advisors,  we're  able  to 
map  out  a  plan  that  works  for  your 
particular  needs, 

To  find  out  how  our  approach 
to  financial  planning  could  benefit 
you,  please  write  us  at  CIGNA 
Companies,  Dept.  R13,  One  Logan 
Square,  Philadelphia,  PA  19103. 

Financial  planning  that  takes  into 
account  all  of  life's  little  ups  and  downs. 

It's  just  one  more  example 

of  CIGNA's  commit-  PSfKSFfFI 
ment  to  personalized  Jj  j  M  fl  ^1 
service. 


WHAT'S  THE  FUTURE  OF  THE  DOW? 
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MMI 


The  Stock  Index  Future 
Thai  Best  Tracks  The  Dow. 

It  you  h<i\e  an  opinion  about  the  Dow. 
the  Major  Market  Index  can  help  you 
profit  from  it.  Because  It's  specificallj 
designed  to  track  the  Dow  Jones  Indus- 
trial \verage*  the  barometer  of  the 
market  used  by  most  investors.  This 
ability  to  consistent!)  track  the  Dow  in 
an>  market  condition  makes  the  MMI 
e;is>  to  understand,  explain  and  follow. 
\nd  It's  the  onl\  index  based  on  20 
leading  Blue  Chip  companies  everj 
investor  knows.  Look  into  the  MMI 
(Ticker  Symbol:  BC).  And  discover  the 
unique  opportunities  it  offers  in  the 
Blue  Chip  Sector. 

For  >our  Tree  study  on  MMI  Trading 
Strategies  or  other  literature.  Call 
1-800-THK-CBOT.  e\t.  2500. 


Chicago  Board  of  Trade 
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Capital  Preservation 


Shirtsleeves  to  shirtsleeves  in  three  genera- 
hns, "  said  Andrew  Carnegie.  Why  is  it  so 
Urd  to  preserve  capital?  Why  does  family 
tealth  dissipate  in  so  few  generations? 

Preserving  the 
family  fortune 


By  Edward  F.  Cone 


Vot  even  Dick  Freeman's  fu- 
neral could  bring  his  family  to- 
gether again.  His  sister,  Mary 
dom,  and  her  children  made  a 
at  of  avoiding  the  front  of  the 
rch  where  the  rest  of  the  family 
during  the  service  in  January  1985. 
h  a  lawsuit  in  progress 
the  Freemans  publicly 
ning  their  cousins  for 
k's  death,  not  even  the 
kness  of  death  could 
1  the  rift.  How  did  one  of 

Bv  Orleans'  most  promi- 
t  families  arrive  at  such 
l))ass?  Money.  A  feud 
EDted  over  the  family's 
5  0  million  fortune, 
K  ch  had  been  amassed  by 
i:  earlier  generation  and 
Mned  destined  to  be  dis- 
P1  ;ed  as  it  was  handed 
Im  to  the  next. 

onically,  the  very  act 
It  sundered  the  family 
slved  the  dissipation  of 
tl  family  fortune.  By  cut- 
ti ;  their  cousins,  the  Wis- 
lis,  out  of  the  succes- 
li,  the  Freemans  had  in- 
■  ;d  that  only  1 1  members 
8i  the  fourth  generation, 
Mier  than  over  20,  would  be  sharing 
tr  wealth.  That  simple  act  of  almost 
a;  dng  the  number  of  heirs  probably 
\  keep  the  Freemans  rich  for  a  gen- 
tt  ion  or  two  longer  than  otherwise. 
J'  this  was  a  reprieve,  not  a  pardon. 

Shirtsleeves  to  shirtsleeves  in 
n :e  generations,"  said  Andrew  Car- 
Wie,  the  steel  man  who  was  the 
Bivalent,  in  today's  dollars,  of  a  self- 
Ijle  billionaire.  Why  is  it  so  hard  to 


preserve  a  family  fortune  in  the  U.S.? 
Only  a  handful  of  families  in  the 
Forbes  Four  Hundred  trace  their 
wealth  back  before  the  Civil  War.  Our 
aristocracy  is  quite  different  from  that 
of  Europe,  where  wealth  often  lasts 
for  several  centuries.  To  cite  just  one 
example:  The  French-Swiss  Hottinger 
family,  which  runs  the  Helvetia  Fund, 


is  in  its  seventh  generation  at  the 
helm  of  a  powerful  private  bank. 

One  reason  for  the  difference  is  the 
near  absence  of  primogeniture  in  the 
U.S.  But  that  is  only  part  of  the  story. 
Old  World  wealth  was  for  many  cen- 
turies almost  synonymous  with  land. 
If  you  lived  off  the  land  but  never 
dipped  into  capital — never  sold  any  of 
it — you  could  pass  on  the  estate  intact 
to  the  next  generation. 


The  Schumpeterian  dynamism  of 
our  economy,  in  contrast,  has  brought 
the  nation  great  prosperity,  but  it  has 
made  static  fortunes  all  but  impossi- 
ble. There  is  no  buy  and  hold  here. 
The  prime  lease  of  the  previous  gener- 
ation may  be  the  decaying  central  city 
of  the  present  one.  Today's  premier 
software  manufacturer  may  be  tomor- 
row's Chapter  11.  Whereas  Old  World 
wealth  was  at  risk  chiefly  through 
war,  revolution  and  the  gambling  ta- 
ble, today's  U.S.  wealth  is  at  risk  from 
every  direction,  and  every  day. 

Does  this  concern  only  the  super- 
rich?  Not  at  all.  The  same  principles 
hold  for  the  small  nest  egg  and  for  the 
mighty  fortune.  The  price  of  wealth 
today  is  an  eternal  vigilance.  There 
are  no  one-decision  stocks — invest- 
ments that  you  can  buy,  put  in  a 
strongbox  and  just  forget  about. 

The  Wisdom  family,  into  which  the 
Freemans  married  in  1929,  had  old 
money  dating  to  before  the  Civil  War, 
made  mostly  trading  cotton  and  to- 
bacco. That  money  had  largely  pe- 
tered out,  but  then  a  Freeman  got 
lucky — or  smart.  In  1910  Alfred  Bird 
»■  Dough*  Frer  Freeman,  a  former  passen- 
ger agent  for  the  Southern 
Railroad,  put  most  of  his 
meager  savings  into  a  bot- 
tling factory  that  had  al- 
ready failed  twice.  He  even- 
tually assumed  control  for  a 
sum  probably  short  of 
$20,000.  It  could  have  been 
foresight  or  it  could  have 
been  dumb  luck  that  he  did 
not  buy  a  horse  halter  man- 
ufacturer or  a  milk  delivery 
route.  What  he  got  instead, 
along  with  the  primitive 
bottling  machinery,  was 
the  right  to  sell  Coca-Cola 
in  and  near  New  Orleans. 

It  was  this  asset,  the  Lou- 
isiana Coca-Cola  Bottling 
Co.,  that  his  grandchildren 
were  squabbling  over.  At 
the  urging  of  Dick  Free- 
man, A.B.'s  son,  and  Dick's 
sons  Louis  and  Richard,  the 
Wisdoms  sold  their  sizable  stake  back 
to  the  company  treasury  at  $950  per 
common  share  in  1983.  Not  long 
afterward,  the  Freemans  sold  the  en- 
tire company  to  Coca-Cola  for  $150 
million,  or  $6,750  per  share.  (The  Wis- 
doms sued  and  in  a  settlement  re- 
couped an  undisclosed  fraction  of 
what  they  lost  out  on.) 

The  Freemans'  good  fortune,  how- 
ever, has  to  be  considered  something 
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The  value  of  stocks 

Are  stocks  a  good  storehouse  of  value?  An  inflation  hedge?  A  reliable 
source  of  income?  The  answer  is  a  qualified  yes — as  the  generally  upward 
trend  of  this  chart  indicates.  The  two  lines  below  show  year-end  values 
of  the  S&P  500  stock  average  and  annual  dividend  payouts  on  the  500,  both 
adjusted  for  inflation.  Dividends  have  kept  ahead  of  inflation,  but  in 
recent  years  not  very  far  ahead.  Stock  prices  are,  in  real  terms,  about  where 
they  were  25  years  ago.  That  doesn't  mean  they  are  cheap  now,  because 
they  weren't  cheap  then;  in  the  early  1960s  Wall  Street  was  near  the 
culminating  stages  of  a  20-year  bull  market.  Moreover,  current  dividend 
yields  average  3.8% — historically  low.  Conclusion:  At  current  prices 
most  stocks  are  a  good  but  not  great  investment. 
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of  a  fluke.  They  latched  on  to  one  of 
the  great  success  stories  of  this  centu- 
ry, Coca-Cola.  How  have  other  for- 
tunes fared? 

Andrew  Carnegie  gave  away  most 
of  his  fortune.  But  what  if  he  had  had 
an  heir  who  wanted  to  take  over  the 
family  business?  Chances  are  that  the 
great  fortune  would  not  be  intact  to- 
day. Integrated  steel  plants  in  1901, 
when  Carnegie  sold  out  to  J. P.  Morgan 
to  create  U.S.  Steel,  were  like  Coke 
bottlers  are  today:  gold  mines.  They 
didn't  stay  that  way  for  long.  A  $1,000 
investment  in  U.S.  Steel  71  years  ago 
is  now  worth,  in  1917  dollars,  about 
$466 — from  which  would  come  inher- 
itance   taxes    and    genera-    

tional  divisions  and  subdi- 
visions. The  asset  simply 
didn't  hold  up.  Unless  re- 
newed by  an  energetic  de- 
scendant or  through  shrewd 
redeployment  of  assets,  the 
Carnegie  fortune  would  no 
longer  exist  even  if  it  hadn't 
been  given  away. 

How  about  the  Rockefel- 
ler fortune,  once  one  of  the 
greatest?  Old  John  D.  was 
worth  almost  a  billion  in 
1915,  from  a  standing  start 
a  half-century  earlier.  Oil 
was  surely  the  can't-miss 
business  of  the  day.  Today 
more  than  80  descendants 
share  perhaps  $4.5  billion. 
If  the  family  had  merely 
kept  up  with  the  Dow  over 
the  past  70  years,  it  would 
have  $20  billion  today. 
Even  allowing  for  the  fact 
that  John  D.  gave  away  half 
his  fortune  and  his  son  gave 
away  a  lot  too,  the  fortune 
hasn't  held  up  too  well. 

The  Mcllons  of  Pittsburgh?  They 
accumulated     fabulous     wealth     in 
banking  and  aluminum.  But  neither 
Aluminum  Co.  of  America  nor  Mel- 
lon Bank  has  been  a  good  investment 
over  the  past  20  years.  The  Weyer- 
haeuscrs  ot  Seattle?  They  are  still  very 
rich,  but  timber  shares  are  no  fool- 
proof inflation  hedge.  Weyerhaeuser 
stock  has  lost  one-third  of  its  purchas- 
<  i  in  the  past  15  years.  The  du 
acceded  to  wealth  in  the 
although   it   might  not 
h  beyond  World  War  I 
istute  switch  in  the 
1 i  >m    gunpowder 

then,  are  anything 
y  business.  Is  it 


better  to  sell  out  and  invest  the  pro- 
ceeds in  a  diversified  portfolio?  That 
was  the  decision  14  years  ago  of  one 
Midwestern  machinery  manufactur- 
ing executive,  who  asked  for  anonym- 
ity. "I  didn't  see  anyone  else  in  the 
family  who  could  run  the  company," 
he  says.  "I  was  the  last  of  the  Mohi- 
cans." He  persuaded  his  cousins  to 
accept  an  offer  from  a  bigger  compa- 
ny. He  put  the  $140  million  proceeds 
in  a  family  holding  company,  where  a 
cautious  dividend  policy  has  pre- 
served the  principal  against  the  rav- 
ages of  inflation.  The  pot  is  now  about 
$500  million. 
It  is  not  easy,   however,  both  to 


(inflation  adjusted)  Prize 


of  the  cash  awarded  to  five  laureates  each 
year  has  declined  greatly.  Conservative  trustees  of 
the  Nobel  Foundation  diversified  beyond  bonds  ~ 
timber  into  stocks  and  real  estate  only  lately. 


maintain  an  estate  and  live  well  off  it. 
Money  is  not  necessarily  self-nurtur- 
ing, and  part  of  the  income  must  usu- 
ally be  reinvested  to  repair  the  dam- 
age done  by  inflation,  unforeseen 
changes  and  bad  investments. 

Consider  one  well-known  trust  that 
has  faced  minimal  income  taxes  over 
the  years  and  no  increase  in  the  num- 
ber of  its  beneficiaries,  yet  has  not 
kept  up  its  payouts.  That  is  the  en- 
dowment left  by  Alfred  Nobel  to  fund 
five  prizes.  The  chart  above  shows 
what  has  happened.  Although  the  en- 
dowment has  recently  returned  to  its 
original  value,  thanks  to  a  runup  in 
the  Swedish  stock  market,  the  prizes 
being  handed  out  today  are  worth 
only  half  what  they  used  to  be.  The 


managers  of  the  endowment  erred 
probably  only  in  being  a  little  too  con- 
servative. Investments  were  largely  in 
bonds  and  timberlands  in  the  early 
years.  Diversification  into  stocks,  real 
estate  and  foreign  securities  has  been 
fairly  recent. 

Tucking  a  fortune  away  in  ultrasafe 
securities — say,  government  bonds — 
is  no  way  to  preserve  it,  at  least  if  the 
entire  income  is  to  be  spent  every 
year.  Inflation  will  eat  into  the  princi- 
pal. If  inflation  keeps  up  its  pace  since 
the  1930s,  it  will  wipe  out  90%  of  the 
dollar's  value  in  only  two  generations. 
Gold?  That  is  an  ideal  inflation 
hedge  (see  story,  p.  190),  but  it  has  no 
yield. 

How  would  a  trust  in- 
vested solely  in  U.S.  stocks 
do?  The  chart  in  the  follow- 
ing foldout  tells  that  story. 
In  real  (inflation-adjusted) 
terms,  the  prices  of  stocks 
have  trended  irregularly  but 
unmistakably  higher  over 
the  past  several  genera- 
tions. What  counts,  though, 
is  their  income-producing 
ability — the  dividend  level. 
Dividends  keep  going  up, 
but  adjusted  for  inflation, 
they  have  scarcely  budged 
in  the  past  quarter  of  a  cen- 
tury. It  appears,  then,  that  a 
well-husbanded  estate  in- 
vested in  average  U.S. 
stocks  could  maintain  its 
value  for  a  long  time — if 
not  for  taxes  and  a  likely 
increase  in  the  number  of 
heirs  along  the  way.  Those 
factors  make  the  battle  for 
many  families  all  but  un- 
winnable. 
What  is  the  best  way  to 
preserve  a  fortune  in  the  U.S.?  Proba- 
bly the  only  sure  way  is  to  have  intel- 
ligent heirs.  If  they  are  astute  and 
driven  executives  who  are  capable  of 
running  the  family  business  for  as 
long  as  that  makes  sense  and  of  rede- 
ploying assets  when  the  time  comes, 
only  then  can  they  win  the  battle 
against  inflation  and  economic 
change. 

The  same  is  true  of  smaller  portfo- 
lios over  shorter  periods:  There  is  no 
sure,  safe  way  to  preserve  wealth,  let 
alone  to  enhance  it.  It  takes  nerve, 
careful  study,  unemotional  invest- 
ments and  good  timing.  The  articles 
in  this  issue  are  a  good  place  to  start 
the  study — but  you  yourself  will  have 
to  do  the  work.  ■ 
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Gold  is  a  lousy  investment;  the  long-term 
return  is  close  to  zero.  Why  does  anyone 
own  it?  Because  there  are  few  handier 
hedges  against  inflation  and  catastrophe. 

Investing  in  gold 


By  Peter  Brimelow 


The  go  has  gone  from  gold 
since  December,  when  it 
topped  $500  an  ounce  and 
turned  in  one  of  the  better  market 
performances  of  1987.  (Not  difficult, 
admittedly.)  Recently,  the  metal  has 
been  lingering  around  $450. 

Should  you  put  gold  in  your  portfo- 
lio? Although  gold  has  done  well 
since  ownership  was  relegalized  in 
the  early  1970s,  over  the  past  century 
it  has  delivered  real  (inflation-adjust- 
ed) appreciation  of  about  0.6%  a  year. 
Add  the  cost  of  storage  and  insurance 
and  you  are  lucky  to  break  even.  But 
gold  is  a  wonderful  hedge  against  in- 


flation. In  an  inflationary  shock, 
when  expectations  of  future  inflation 
are  being  revised  sharply  upward,  gold 
can  deliver  terrific  capital  gains — 
enough,  perhaps,  to  offset  the  losses 
on  inflation-shocked  securities. 

What  are  the  traditional  goldbugs 
saying?  Doomster  Howard  Ruff  is 
bearish.  What's  bothering  him  most  is 
not  the  "gold  glut"  often  alleged  to  be 
imminent — annual  gold  production  is 
only  1.4%  of  above-ground  stocks — 
but  the  specter  of  a  deflationary  col- 
lapse. But  Harry  Schultz  of  the  Inter- 
national Harry  Scbuitz  letter,  who  suc- 
ceeded in  getting  out  of  gold  sooner 
than  many,  including  Ruff,  is  now 
recommending  that  long-term  hold- 


ers build  up  the  gold  portion  of  th 
portfolios  to  18%.  The  metal  could 
to  $1,000  by  1992,  he  says. 

In  U.S.  dollars,  gold  is  still  in 
uptrend  that  began  in  1985 — and  th 
it  might  seem  relatively  dear.  But 
Swiss  francs  and  Japanese  yen, 
price  is  about  as  low  as  it  has  been 
six  years.  So  the  Japanese  have  be| 
buying.  Taiwan,  which  recently  leg. 
ized  the  private  importation  of  go 
began  a  program  of  purchases  for  | 
central  bank.  It  will  also  repeal  a  51 
sales  tax  on  July  1,  and  soaked  up  I 
million  ounces  between  January  a  | 
April  of  this  year. 

A  Democratic  victory  this  fall, 
pecially  if  produced  by  extravagaji 
populist  promises,  could  strength 
inflationary    expectations    and   sel 
gold  higher.  So  could  anything  t!]| 
further  weakens   confidence  in  t 
U.S.  dollar  as  a  store  of  value.  In  a 
case,  any  substantial  investment  pJ 
gram  should  contain  some  gold. 

Ready  to  buy?  The  table  lists  sorl 
alternatives.  Most  of  the  choices  sJ 
fer  from  the  weakness  of  offering  I 
yield  to  the  investor.  The  ideal  mix 
inflation  hedge  and  real  yield  woi 
be  a  gold-indexed  bond  or  a  bond  wi 
a  gold  warrant  attached,  of  the  s< 
France  issued  in  the  1970s.  Seve 
U.S.        companies — among       the 
AT&T  and  Standard  Oil — have  flo 
ed  bonds  in  the  European  market 
gold  warrants,  but  they  are  difficult 
impossible  for  Americans  to  get. 


Purchase  options 

There  are  many  ways  to  take  a  position  in  precious 
metals,  from  coins  to  mutual  funds  to  futures.  You 
should  pay  close  attention  to  the  annual  expense  of 

holding  the  position  and,  if  you  might  be  selling  within 
a  few  years,  to  commissions.  These  products  were 
priced  when  the  spot  price  of  gold  was  $454. 

Investment 

Type 

Minimum 
purchase 

Discoun 
premium 

1%) 

Round-trip 

commission 

cost1  (%) 

Expense 
ratio2  (%) 

American  Eagle 

1 -ounce  com 

$475 

4.5 

2. a' 

0.804 

ASA  Ltd 

closed-end;  holds  S  African 

stocks              4,375s 

-12 

2.9 

0.43 

Bullion 

1 -ounce  bar 

465 

2.5 

1  il' 

0.804 

Central  Fund  of  Canada 

closed-end;  holds  silver  and  gold               2,9386 

-9.3 

5.4 

0.70 

1982  Chinese  Panda 

numismatic  coin 

1,950 

330 

14.7' 

0.804 

Citibank  account 

akin  to  warehouse  rece 

pt                    1.000 

none 

up  to  3.0 

075' 

C  ii in.- \  future 
— — 

lune  1989  future 

48,510" 

none'' 

0.3 

none 

£ 


Conu-x  option 


October  1988  call  at  460'° 


1,220 


0.11 


d  Fund 


open-end  fund 


1,000 


1.28 


-ospector  Fund  open-end;  holds  non  S  African  stocks 


100 


1.44 


'ikmxCorp.,  on  futures  and  options  in  mi  Morrill  Lynch,  on  stocks  from  Drexel  Burnluni  Lambert     "Annual  mainienanc 
Plus  sales  rax  in  most  states      'Assumes  $40  safe  deposit  rental  used  for  $5,000  worth  of  gold     "'Round  lot     6500  stun 
0'k-  |Oo  oun  i   Initial  margin  required,  $3,000     "Although  futures  price  is  above  spot  price  of  gold,  this  represents  the  tim 

lunces  Enure  purchase  price  is  lost  it  gold  is  worth  less  than  $460  on  9/9/88     "As  percent  of  value  of  gold  optioned 
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unique  construction  materials  that  make  a  fine  home  fine.  But  a  Chubb  replacement  cost 

is  different.  With  Chubb,  you'll  never  be  forced  to  replace  your  home  with   i ^—^ 

hing  less  than  your  home.  f 

The  more  you  have  to  insure,  the  more  you  need  Chubb.  For  full  infor-  I 
'   on  call  800-922-0533. 

uhbGroupnf  Insurant c  Companies  it  proud  ro  participate  in  "Arm.Tu.an  Plavhou.se!'  Watch  for  it  on  TBS. 
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Are  the  quants — those  computerized  mar- 
ket players — making  things  tough  for  the 
small  investor?  Yes,  but  the  individual  in- 
vestor can  fight  back. 

Physics  for 
investors 


By  Gary  Slutsker 


Two  years  ago  Gerald  Herrrjp 
was  earning  maybe  $35,000{ 
an  associate  professor  of  met[ 
rology  at  the  University  of  Wisconl 
and  was  moonlighting  doing  numi  - 
cal  weather  predictions  for  the  r> 
tional  Aeronautics  &  Space  Admirj- 
tration.  Then  Merrill  Lynch  caie 
calling.  How  would  he  like  to  apjw 
those  quantitative  techniques  to  ie 
stock  and  bond  markets?  He  coii 
make  more  doing  it.  A  lot  more. 

That  Herman's  temperature  inv» 
sion  problem  had  any  relevance  p 
finance  may  be  a  bit  surprising.  It 
physics  and  markets  have  some  dcp 
connections.  NASA  was  taking  sat|-s 
lite  readings  of  the  heat  radiated  iip 
space  from  the  earth  and  calculate 
from  them  what  the  temperate! 
must  be  at  different  layers  in  the  I 
mosphere.  The  radiation  doesn't  sift 
ply  go  from  here  to  there.  It  run  a 
gauntlet  of  ozone  and  carbon  dioxg 
molecules  that  can  absorb  it  or  refl« 
it  back  to  the  earth. 

Mathematically,  this  process  of  I 
tenuation  is  a  bit  messy.  But  the  saip 
equations  describe  bond  prices.  IE 
price  of  a  bond  is  equivalent  to  te 
sum  of  coupon  payments  plus  prinrf 
pal  in  the  future.  Those  future  cal 
flows  must  be  discounted,  or  atteij- 
ated,  by  some  function  that  takes  in 
account  interest  rates  across  each  n  - 


The  yield  mountain 

The  history  of  Treasury  yields 
takes  on  a  craggy  three-dimen- 
sional topography  in  this  repre- 
sentation from  Merrill  Lynch.  It 
was  a  rough  time  for  a  bondhold- 
er, since  when  yields  go  up,  bond  j 
prices  go  down.  Slice  the  moun- 
tain along  a  dateline  (near  right) 
and  you  get  the  familiar  yield; 
curve,  with  short-term  bills  on 
the  left  and  long  bonds  on  the 
right.  Slice  the  mountain  the 
other  way  (far  right),  and  you  seel 
the  path  traveled  by  the  holder 
of  one  particular  maturity:  Each 
step  up  the  mountain  means  a 
price  decline  and  each  valley 
a  rally.  Such  analysis  helps 
mathematicians  price  compli- 
cated financial  instruments  like 
Ginnie  Maes. 
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ity — across  each  time  layer,  as  it 
:re.  "The  mathematical  techniques 
:  the  same;  it's  exactly  the  same 
)blem,"  says  Herman,  39,  with  the 
e  of  a  professor  who  has  discovered 
heorem. 

ncongruous  connections  like  these 

making  money  for  firms  that  want 

control  risk,  pick  stocks  or  arbi- 

ge  disparities  in  securities  prices. 

c  market  wizards  are  also  making 

•  market  more  efficient — that  is, 

nging  all  stock,  bond  and  option 

ces  closer  to  their  intrinsic  values. 

light  now  quants  like  Herman  are 

ting  a  lot  of  abuse  from  those  who 

1m  the  quants  are  stacking  the  odds 

I  linst  the  small  investor.  Some  folks 

!n  go  so  far  as  to  pin  the  Oct.  19 

I  sh  on   them.    Never   mind.    The 

i  ints  are  here  to  stay.  Not  even  Con- 

f  ss  can  pass  laws  against  ingenuity, 

.  .inst  applying  new  techniques  to 

i  problems. 

Merrill  Lynch  recently  lured  an  op- 
i  tions  research  and  statistics  Ph.D. 
i  ay  horn  Citibank  for  its  mortgage- 
I  :ked  securities  division.  Last  fall 
I  eral  quants  left  Kidder,  Peabody  to 
\i  :n  shop  at  Chemical  Bank.  To  help 
i  salesmen  answer  questions  from 
\  :nts,  Merrill  is  putting  quants  out 

I  he  field.  That  explains  why  Lisette 

II  :o,  a  Harvard-trained  geochemistry 
I  D.,  occupies  a  desk  in  Merrill's  San 
1  ncisco  sales  office. 

)o  all  these  scientists  put  the  little 


investor  at  a  disadvantage  in  betting 
against  the  institutions?  To  a  degree, 
yes.  But  far  from  being  intimidated  by 
the  computerization  of  Wall  Street, 
the  smart  investor  can  turn  it  to  his 
advantage.  Some  of  the  things  the 
quants  do  are  quite  understandable  to 
mere  mortals  and  can  be  undertaken 
on  a  $5,000  home  computer  (see  fol- 
lowing story <) .  Take  a  relatively  simple 
model  crafted  by  Drexel  Burnham 
Lambert  to  evaluate  stock  prices. 
This  computer  program  calculates  the 
present  value  of  stocks  by  discounting 
the  future  cash  flow  from  dividends.  It 
then  compares  the  anticipated  return 
from  stocks  with  a  rate  for  bonds. 
Before  the  crash,  the  model  showed 
stocks  to  be  overpriced  relative  to 
bonds.  (Alas,  this  didn't  turn  Drexel 
bearish  enough  to  tell  clients  to  sell.) 

Since  the  crash,  Drexel  has  set  up 
more  computer  programs  to  screen 
databases  for  high-growth  companies 
with  shares  selling  below  book  value, 
at  prices  only  seven  or  eight  times  the 
last  12  months'  earnings.  As  of  the 
end  of  last  year,  the  screen  picked  101 
companies.  Anyone  who  bought  that 
list  and  held  it  for  the  first  quarter  was 
rewarded  with  a  17%  gain,  against  the 
S&P500's5.7%. 

What's  next?  Drexel's  director  of 
quantitative  research,  George  Doug- 
las, says  the  firm  is  experimenting 
with  ways  to  short  baskets  of  high- 
P/E  stocks  while  buying  baskets  of 


similar  but  low-P/E  stocks — a  sort  of 
contrarian  index  arbitrage.  All  the  big 
firms  are  studying  ways  to  "opti- 
mize" portfolios  by  diversifying  them 
in  the  most  efficient  way.  The  com- 
puter looks  at  past  price  movements 
to  see  how  closely  different  pairs  of 
securities  track  one  another. 

But  the  most  creative  work  is  prob- 
ably being  done  by  former  scientists 
who  model  markets  as  if  they  were 
natural  phenomena.  Richard  Shef- 
field, one  of  the  quants  working  under 
meteorologist  Herman,  is  a  former  na- 
val architect  who  likens  financial 
markets  to  the  surface  of  the  ocean. 
Now  he  is  using  the  method  he  once 
used  to  predict  changes  in  ocean 
waves  as  a  means  of  forecasting  intra- 
day  price  movements  of  securities. 

Waves  on  the  ocean  surface  vary 
enormously  in  amplitude  and  fre- 
quency. Sheffield  studied  these  so- 
called  wave  states  to  design  aircraft 
carriers  that  minimize  motions  like 
heave  or  pitch  while  maintaining 
high  speeds.  This  makes  life  much 
easier  for  a  pilot  trying  to  land  a  fight- 
er plane  on  a  moving  runway.  Now 
Merrill  is  using  the  same  method, 
called  spectral  analysis,  to  look  at  the 
faint  waves  detectable  in  a  seemingly 
random  series  of  price  movements. 

Market  mathematics  is  nothing 
new.  A  collection  of  essays  published 
24  years  ago,  We  Random  Character  of 
Stock  Market  Prices,  talks  about  spec- 


Yield  curve 
on  5/20/87 


Yield  history 
of  10-year 
Treasurys 
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Gerald  Herman  <>) ''Meirill  lynch 

What  does  the  stock  market  have  in  common  with  the  surface  of  the  ocean  or  particles  from  a  smokestack? 


tral  analysis  of  prices.  It  also  sets  forth 
the  essence  of  the  option  formula  that 
Professors  Fischer  Black  and  Myron 
Scholes  made  famous  several  years 
later.  One  of  the  papers,  a  dissertation 
by  Frenchman  Louis  Bachelier,  ex- 
plains the  close  connection  between 
price  movements  and  a  fundamental 
heat  equation  of  physics. 

What  took  these  formulas  out  of 
books  and  into  the  trading  rooms  is 
the  availability  of  cheap  computing 
power.  Now  it  is  feasible  for  quants  to 
sift  through  billions  of  real-life  data  in 
an  effort  to  make  their  computer 
models  conform  more  closely  to  reali- 
ty  than  the  simplistic  theoretical 
equations  do.  Early  bond-pricing  mod- 
els, for  example,  assumed  a  single  in- 
terest rate  for  all  periods.  Any  modern 
bond  model  worth  its  salt  takes  into 
account  varying  rates  for  varying  ma- 
turities, what  is  called  the  yield  curve 
(see  drawing,  p  192).  The  model  also 
allows  for  the  probabilities  of  differ 
ent  shifts  in  interest  rates. 

Early  options  pricing  models  were 

incomplete,  too.   The  thing  that  gives 

n  value  is  volatility  in  the 

ng   security.    Volatility — the 

a    sharp   move   either 

I    nor  time,  yet  early 

me  that  now  has 

names  on  it,  as- 


sumed a  constant  volatility  over  the 
lifetime  of  the  option.  Quants  are  try- 
ing to  factor  in  likely  changes  in  vola- 
tility. The  problem,  as  it  happens,  is 
eerily  similar  to  forecasting  the  diffu- 
sion of  smoke  particles  from  a  tall 
smokestack,  or  subatomic  particles  in 
a  nuclear  accelerator. 

The  quants  are  earning  their  keep. 
A  few  months  ago  several  firms  did  an 
arbitrage  dealing  with  callable  U.S. 
Treasury  bonds.  Cracks  one  quant:  "It 
was  like  backing  the  truck  up  to  our 
competitor's  door  and  hauling  off 
money  There  were  a  lot  of  quants' 
salaries  that  were  paid  for  during 
those  months."  Quant  salaries,  by  the 
way,  range  from  $70,000  a  year  at  the 
low  end,  for  a  Ph.D.,  to  upwards  of 
$500,000,  including  bonuses. 

What  moneymaking  mispricings 
are  they  discovering  now?  None  of 
them  will  tell  you.  That  would  be  like 
giving  away  the  formula  for  Coke.  But 
they  will  tell  you  about  how  to  man 
age  risk.  They  create  hedging  strate- 
gies that  enable  their  employers  to 
take  big  positions  without  losing  gi- 
ant chunks  of  capital  if  the  market 
goes  against  them. 

So  why  have  firms  like  First  Boston 
and  Merrill  lost  so  much  money  trad- 
ing complicated  new  securities?  In 
Merrill's  case,   where   the   firm   lost 


$250  million  last  year  trading  in 
est-only/pnncipal-only  versions 
mortgage  securities,  it  wasn't  bees 
the  quants  didn't  understand  the  i 
explains  fames  Kennedy,  Merrill's 
mer  chief  quant,  who  now  serves 
kind  of  risk  czar.  "There  was  a 
agreement  between  the  quantita 
analysts  and  the  trading  desk  as  to 
volatility  of  that  particular  securi 
he  says. 

Partly  as  a  result  of  trading  lo 
partly  because  of  the  crash,  i 
firms  have  come  up  with  new  way 
monitoring  risk.  Kennedy  hea 
five-man  unit  that  does  nothing 
keep  an  eye  on  risk  in  the  firm  oi 
hour-to-hour  basis.  If  a  trader  tak 
position  that  puts  the  firm  over 
line,  Kennedy's  group  decides  wh 
er  to  hedge  or  liquidate. 

So  the  search  for  the  foolproof 
mula    the  can't-lose  technique,  « 
tinues.  No  one  will  ever  perfect  * 
but  the  harder  they  work  at  it, 
more  efficiently  priced  the  market 
comes.  That  makes  the  market  tov 
er  for  yesterday's  talented  ama 
who  could  smell  out  underpnee 
overpriced   stocks   with    the   aic 
nothing  much  more  than  a  set  of 
ue  Line  reports.  But,  that's  lite  Sc 
yourself  a  computer  and  learn  ho\ 
use  it.  ■ 
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>~ "it  Lehman 
icrs  Inc. 


The  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

to  that  end.  through  our 
subsidiary  Boston  Safe  Deposit 
and  Trust  Company,  we  offer  The 
Boston  Company  Residential 
Mortgage.* 

Our  one-year  adjustable  rate 
residential  mortgages  are 
distinguished  by  exceptionally 
attractive.  competitive  rates. 
You'll  likely  find  our  jumbo 
mortgages  of  over  $500,000  have 
the  most  favorable  terms 
available  anywhere. 

For  a  complete  description. 

CONTACT  US  AT  1-800-CALL  BOS 
(1-800-225-5267.  Ext.  200). 

And  enjoy  the  advantages  of 
be'ing  a  privileged  client. 

"Certain  products  may  not  be  available  in  all  states. 


THE  BOSTON  COMPANY 


Boston  Safe  Deposit  and  Trust  Company 

Member  FD1C.  An  Equal  Housing  Lender.    Q 
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If  you  are  a  serious  stock  trader,  youd 
better  have  a  computer  and  access  to  a  few 
corporate  and  stock-price  databases.  If  you 
dont,  the  quants  may  eat  you  alive. 

Investing 
by  the  numbers 


3PflG^ 
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By  Steve  Kicben 


COMPUTERIZED    I'RO<.;kam    trad- 
ing rigs  the  market  against  the 
little    fellow,    whine    the   wit- 
nesses testifying  to  a  panel  ot  sympa- 
thetic congressmen.   Maybe  it  does 
and  maybe  it  doesn't.  But  the  comput- 
iway;  there  is  no  way  for 
outlaw  technology.  Un- 
^ircumstances  it  is  bettei  to 
■     than  curse  the  market 

tarket  moving  as 

"l  have  to  be  able  to 

ind  deal  with 

[hat's  a  tob  tor 

try  feffers,  au- 


thor of  The  Computerized  Investor  and 

chairman  and  founder  of  the  Comput- 
erized Investor  Institute. 

A  personal  computer  will  not  make 
you  rich.  You  will  not  beat  the  arbi- 
tragers at  their  own  game.  But  you  can 
level  the  playing  field  somewhat,  and 
if  you  are  a  heavy  trader,  a  PC  is 
almost  a  must.  It  allows  you  to  select 
a  handful  of  stocks  from  among  thou- 
sands that  meet  certain  criteria,  to 
place  trades  more  skillfully  and  to 
track  a  portfolio  daily. 

Consider  this  situation.  You  think 
the  market  will  be  moving  sideways 
tor  the  next  several  months,  and  so 
you  are  going  to  write  call  options 


against  your  portfolio.  Your  object  e 
is  a  30%  annualized  return  on  the 
covered-call  positions.  The  key  faci 
in  an  option's  price  is  not  the  pr|£ 
itself  but  how  that  price  relates  to  ie 
strike  price  and  the  current  price! 
the  stock.  The  Kodak  July  40  call  vl 
17s  when  the  stock  was  at  40 Vi.  Til 
gives  the  option  a  so-called  time  vai 
of  1%  (the  difference  between  the  <l 
tion  price  and  its  immediate  cash  \t 
ue).  For  now  you  wouldn't  write  J 
Kodak  call  because  the  option's  sj 
en-week  gain  of  1%  divided  by  40  VI 
an  annualized  return  of  only  25%. ft 

Will  it  ever  pay  to  sell  the  Kock 
call?  Sign  up  for  Lotus'  Signal,  whfl 
starts  at  around  $180  a  month  for  s> 
vice  that  uses  FM  radio  waves  to  ■ 
your  computer  into  instantanew 
price  quotes  from  trading  floors.  Yil 
computer  feeds  those  values  direcy 
into  a  Lotus  spreadsheet  where  >n 
can  model  the  relationship  betwen 
the  stock  price,  the  call  price,  theB 
maining  life  of  the  option  and  j 
desired  return.  Your  computer  cane 
rigged  to  send  out  an  alert  if  the  I 
sired  30%  return  looks  within  ream 

Now  let's  suppose  you  are  goingo 
make  a  big  bet  on  the  automote 
sector.  Your  discount  broker  doest 
have  any  research  to  give  you.  I 
with  a  modem  and  the  commumi- 
tions  software  to  go  with  it,  you  (■ 
into  Dow  Jones  News/Retrieval.  \a 
compare  Chrysler  to  Ford  by  gcttina 
five-page  report  on  relative  marl 
performance,  growth  rates  and  finjl 
cial  ratios  of  the  two  companies.  Tl 
costs   about   $3.50.   Your  next  si 
might  be  to  get  a  list  of  recent  broki 
age  reports  on  Chrysler.  For  a  $39  m 
fee,  you  could  retrieve  a  considerac 
volume  of  information  on  ChrysB 
including  a  company  profile,   col 
plete  financials,  data  on  insider  trl 
ing  and  brokerage  research  reports.  I 
stead  you  pay  $2  for  just  the  eigB1 
page  report  written  by  David  Heahi 
Drexel  Burnham  Lambert,  (l-'or  asc* 
pie  of fendors,  see  box,  bottom  of  p.  I'm 

Healy  estimates  Chrysler  will  * 
liver  1988  earnings  per  share  of  $6.i| 
giving  it  a  price/earnings  multiple! 
3.9.  That's  the  opinion  of  one  anal\- 
What  do  his  competitors  think?  Afji 
keystrokes  bring  you  to  Zacks  Corll 
rate  Earnings  Estimator,  where  >1 
find  a  consensus  1988  estimate  i 
$5.40.  Your  session  ends  with  a  sil 
of  Dow's  QuickSearch  news  sect! 
and  a  check  of  Chrysler's  mont.f 
trading  activity  since  1987. 

The  entire  search  on  Chrysler  tel 
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IBM,  clone  or  Mac? 


Y'  our  first  decision  on  buying  hardware  is  whether  to 
get  a  machine  built  to  the  IBM  standards  or  one  in 
the  Apple  Macintosh  family.  The  Mac  is  popular  among 
home  computer  users,  but,  according  to  Frederic  Ship- 
ley of  the  American  Association  of  Individual  Investors, 
about  80%  of  all  investment  software  is  written  for  the 
IBM  disk  operating  system.  "The  Macintosh  is  the 
easiest  machine  to  use  and  IBM  is  moving  in  that 
direction,"  Shipley  says.  Software  writers,  meanwhile, 
are  busy  doing  Mac  versions  of  their  programs. 

What  about  the  IBM  standard?  IBM  compatibles 
range  from  high-performance  $10,000  Compaq  386  ma- 
chines down  to  stripped  clones  costing  $600.  "When 
you  pay  less,  guess  what,  sometimes  you  get  what  you 
pay  for,"  warns  Terry  Jeffers,  author  of  The  Computerized 
Investor. 


Michael  Guzzo  of  Data  Edge,  a  Phoenix,  Ariz.  IBM- 
compatibles  retailer,  says,  "There  are  disadvantages  to 
buying  a  clone  that  has  been  put  together  by  three  kids. 
But  there  is  not  a  big  difference  anymore  between  IBM 
and  the  high-end  compatibles." 

An  Apple  Macintosh  SE  with  1  megabyte  of  memory, 
a  20-megabyte  hard  disk  drive,  a  modem  and  a  dot- 
matrix  printer  runs  $4,500  retail.  A  setup  built  around 
the  IBM  PS/2  Model  50  would  run  $5,530.  The  retail 
price  on  an  equivalent  IBM  compatible  is  at  least  $1,000 
lower.  Dealer  discounts  of  20%  off  list  prices  are  not 
uncommon. 

The  bad  news:  None  of  this  machinery  is  deductible 
as  an  investment-related  expense  except  to  the  extent 
your  total  miscellaneous  itemized  deductions  exceed 
2%  of  adjusted  gross  income,  a  rare  event. — S.K. 


ibout  10  minutes;  the  off-peak  cost 
after  6  p.m.)  would  be  around  $20.  At 
he  end  of  it  you  perhaps  placed  a 
•.omputerized  order  for  Chrysler  stock 
ria  Fidelity  Investor's  Express  or 
Zharles  Schwab's  Equalizer  software. 
You  don't  have  to  be  a  program- 
ning  genius  to  communicate  with 
mndreds  of  databases.  You  simply 
lave  to  own  several  thousand  dollars' 
vorth  of  gear  (see  box,  above)  and  to  be 
villing  to  learn  the  instructions, 
vhich  are  perhaps  no  worse  than  the 
nstructions  for  assembling  a  Christ- 
mas toy.  Some  things  can  be  done 
>nly  on  a  computer — screens,  for  ex- 
mple.    CompuServe,    a    service    of 


H&R  Block,  offers  on-line  screening 
of  the  Disclosure  financial  database, 
which  covers  12,000  companies  that 
file  financials  with  the  SEC.  It  would 
take  you  about  ten  minutes  and  cost 
you  about  $18  to  screen  for  stocks 
selling  for  no  more  than  twice  book 
value,  a  price/earnings  ratio  of  9  or 
less,  debt/equity  no  greater  than  50%, 
and  a  dividend  yield  of  3%  or  more. 

If  you  do  a  lot  of  screening,  consider 
buying  an  off-line  database.  The  ini- 
tial cost  is  high,  but  once  the  product 
is  purchased  you  can  do  all  the  play- 
ing with  the  numbers  you  want  with- 
out paying  additional  fees.  Value 
Line's  Value/Screen  Plus  sends  you 


new  database  update  disks  every 
month  for  a  one-year  subscription  fee 
of  $348.  This  program  quickly  screens 
1,600  companies  on  38  data  items. 
Reports  can  be  viewed  on  your  tube, 
sent  to  a  printer  or  sent  to  a  file  that 
can  be  read  by  another  program. 

Stockpak  II  from  Standard  &  Poor's 
screens  as  many  as  4,700  companies 
(depending  upon  databases  pur- 
chased). The  program  has  100  screen- 
ing items  and  permits  you  to  create 
your  own  variables  from  items  al- 
ready in  the  database.  For  example, 
you  could  create  an  earnings  yield  by 
having  the  computer  divide  latest  12- 
month  earnings  per  share  by  the  re- 


Where  to  get  information 


Investors  can  choose  from  thousands  of  financial  pro- 
grams, hundreds  of  databases  and  dozens  of  financial 
information  services.  Here  are  but  a  few  sources.  Wher- 
ever possible  take  advantage  of  trial  subscriptions  or 
demo  kits. 

American  Association  of  Individual  Investors.  Newsletters, 
books.  312-280-0170. 

Bridge  Information  Systems.   Security  prices.  314-821- 
5660. 

CDA  Investment  Technologies.  Data  on  institutional  hold- 
ings and  funds.  301-975-9600. 
CompuServe.  Corporate  financials.  800-848-8199. 
Criterion  Software.  Technical  programs  incorporating  ar- 
tificial intelligence.  800-332-2999. 
Dialog  Information  Services.    Text   retrieval.   800-334- 
~  564. 

iw  Jones  &  Co.  News  retrieval.  609-520-4000. 

rd  Investor  Services.  Corporate  financial  data.  619-755- 

m. 


Lotus  Development  Corp.  Compact  disk  databases,  signal 
quotes  via  FM  and  satellite.  800-367-4670. 
Market  Guide.  Stock  screening.  516-759-1253. 
PC  Quote  Security  prices  via  satellite.  800-225-5657. 
Pro  Plus  Softivare  Portfolio  analysis  software  for  Apple 
Macintosh.  602-461-3296. 

Quant  IX Softivare.  Portfolio  management  software.  800- 
247-6354. 

Charles  Schuab.  Equalizer,  electronic  brokerage.  800- 
228-5500. 

Shearson  Lehman  Hutton.  Huttonline,  electronic  broker- 
age. 800-221-3636. 

Tide  Source.  Information  services.  703-734-7500. 
Standard  &  Poor's.  Stockpak  II,  stock  screening.  212-208- 
8786. 

Telemet  America  Security  prices  via  FM.  800-368-2078. 
Telerate.  Security  prices.  212-938-5400. 
Telescan.  Technical  charts.  713-952-1060. 
Value  Line.  Stock  screening.  212-687-3965.— S.K. 
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cent  price.  (See story, p.  204) 

For  big  spenders,  Lotus  offers  CD 
Investment,  a  read-only  compact  disk 
system,  which  starts  at  $15,000.  Its 
powerful  screening  and  reporting  ca- 
pabilities are  bundled  with  databases 
from  S&P's  Compustat,  Value  Line, 
Media  General,  IBES  and  others. 

Are  you  interested  in  technical 
analysis?  Telescan  is  a  fast,  inexpen- 
sive system  for  producing  price 
charts.  The  system  software  costs 
$80,  which  includes  your  first  year's 
subscription  fee  of  $25.  In  as  little  as 
15  seconds  and  for  as  little  as  30  cents 
(nonprime  time)  you  can  retrieve  a  15- 
year  chart  on  a  stock.  In  addition 
Telescan  offers  fundamental  items 
like  quarterly  earnings  and  dividends 
going  back  15  years. 

Dow  Jones,  Warner  Computer  and 
Nite-Line  are  among  the  many  ven- 
dors of  security  price  histories  retriev- 
able via  modem  over  the  phone  lines. 
Others  sell  instantaneous  price 
quotes  over  radio  waves.  One  of  the 
best  known  is  Signal  by  Lotus.  Signal 
also  can  broadcast  into  rooftop  satel- 
lite dishes,  as  can  PC  Quote. 

If  you  can  stand  a  15-minute  delay 
in  receiving  radioed  price  quotes,  Tel- 
emet  America,  available  in  17  cities, 
is  a  better  buy.  The  hardware  and  soft- 
ware cost  $394  and  an  annual  data 
subscription  costs  $330.  To  use  the 
service,  you  select  up  to  328  securities 
and  market  indicators  from  the  New 
York  Stock  Exchange,  Amex,  Nasdaq 
National  Market  and  the  option  ex- 
changes. The  radio  updates  the  prices 
on  your  computer  screen  and  prompts 
you  when  there  is  news  on  a  compa- 
ny. What  if  a  takeover  announcement 
sends  one  of  your  stocks  flying?  Or  a 
news  break  kills  a  stock  you  were 
going  to  buy  if  it  dipped  two  points? 
You  might  want  to  cancel  a  limit  or- 
der in  a  hurry. 

Newcomers  to  the  field  of  PC  in- 
vesting can  turn  to  three  excellent 
references:  Terry  Jcffers'  /he  Comput- 
erized investor,   Michael  Gianturco's 
The  Stock  Market  Investor's  Computer 
Guide  and  the  American  Association 
of  Individual  Investors'  Microcomputer 
Resource  Guide,  the  sixth  edition  of 
which  is  due  out  shortly.  The  guide 
goes  tree  to  the  30,000  subscribers  to 
issociation's  Computerized  Invest- 
wsletter.   I  he  field  is  growing 
(  is  only  a  matter  of  time 
;    guidebooks  appear.   In- 
be  not  far  away 
ire  as  basic  to  trad- 
!     ■ 
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You  should  know  not  only  past  earning\ 
for  a  company  but  what  Wall  Street 
expecting.  Here  are  some  stocks  for  which 
expectations  have  changed  sharply. 


Second  thoughts 


By  Steven  Ramos 


Ifc  rice/earnings  ratios,  figured 
^  against  earnings  already  report- 
ed by  a  company,  are  listed  in  the 
stock  pages  of  the  newspaper.  But 
those  are  ancient  history  as  far  as  Wall 
Street  is  concerned.  The  market  re- 
acts to  expectations,  and  so  it  pays  to 
know  what  analysts  are  forecasting. 

Why  was  Digital  Equipment  ham- 
mered down  5'/j  points  on  April  14, 
after  it  released  third-quarter  earnings 
up  2%,  on  a  revenues  increase  of 
17%?  Because  The  Street  was  expect- 
ing better. 

One  must,  of  course,  take  forecasts 
with  a  grain  of  salt.  Error  rates  in 
predicting  even  12  months  out  arc 
fairly  high.  And  analysts  have  a  way 
of  letting  the  cart  pull  the  horse.  Not 
until  early  1987 — more  than  four 
years  into  the  bull  market— did  ana- 
lysts consistently  revise  their  earn- 
ings estimates  upward.  Then,  alter 
the  crash  in  October,  they  scurried 
back  to  their  computer  terminals  to 
lower  their  estimates. 


The   fact   that   estimates   are  fn 
quently     off     the     mark,     howeve 
doesn't  mean  they  can  be  ignore* 
They    do     influence     stock    price 
Where  you  have  reason  to  believe  t 
crowd  on  Wall  Street  is  misreadi 
the  future,  you  can  act  in  contra 
fashion  and  make  money. 

What  are  the  pros  prophesyi: 
now?  It  seems  they  overreacted  la 
fall.  Now  the  strategists  are  looki: 
for  a  19%  rebound  in  corporate  eai 
ings  this  year.  If  that  figure — from  bi, 
picture  analysts,  not  followers  of  in 
vidual  companies — holds  up,  the  S 
500  stock  index  will  earn  just  und 
$21  in  1988.  The  index  recent 
closed  at  250. 

One  reason  for  the  healthy  gain 
that  1987  results  were  depressed 
several  massive  bank  losses.  For  198 
the  strategists  are  expecting  a  mui 
more  modest  growth  in  earnings:  7°' 

Analysts  tracking  individual  co: 
panies  are  also  optimistic,  accord] 
to  the  Institutional  Brokers  Estima 
System.  For  1988  earnings,  there  a 
1.7  estimates  being  increased  for  e 
ery  one  that  is  cut.  The  ratio  is  alrm 
2-to-l  for  1989  earnings  estimates. 

IBES,  a  service  of  Citicorp's  bnx 
age  subsidiary  Lynch,  Jones  &  Ry 
has  been  grinding  out  estimates  sin 
1970.  It  gathers  forecasts  from  3, 
security  analysts  at  142  North  Ame: 
can  brokerage  firms  and  publish 
what  it  calls  a  consensus  estimate 
3,500  U.S.  companies.  "For  our 
pie,  10%  of  the  time  is  spent  on  pi 
ting  the  data  into  the  system,  whi1 
90%  of  the  time  is  spent  verifying  ai 
confirming  it,"  says  Stanley  Levine 
Lvnch,  [ones  &  Ryan  vice  president 

The  first  table  shows  35  compani 
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Who  buys  AMBAC 
insured  bonds. 


Investors  who  seek  security  and  strength  choose 
AMBAC's  financial  guaranty.  We  founded  the  municipal 
bond  insurance  industry  in  1971,  and  continue  as  a  leader 
today,  backed  by  a  strong  investor  group  led  by  Citibank. 
Every  AMBAC  insured  bond  issue  carries  the  highest 
yd  _f  f  possible  ratings— 

JWiH  WrJV.   ,iAaa" from  Moody  s 

■*  Mm  ***  w%rjf      and  llAM,  from 

Standard  &  Poor's.  These  ratings,  coupled  with  our 
in-depth  research  analysis,  financial  strength  and  proven 
experience,  enable  AMBAC  to  offer  investors  a  unique 
dependability  they  know  they  can  count  on. 


iA 


^ 


&mc 


First  in  Municipal  Bond  Insurance 

AMBAC  Indemnity  Corporation 

One  State  Street  Plaza.  New  York.  NY  10004  ( 212 )  668-0340 


Computerized  Investing 


kj£ 


in  which  current  estimates  are  at  least 
35%  higher  than  they  were  six 
months  ago.  Big  gains  are  anticipated 
for  Diamond  Shamrock  Offshore, 
Inco,  Cleveland-Cliffs,  Micron  Tech- 
nology, Cyprus  Minerals,  Quantum 


Chemical  and  Magma  Copper. 

How  solid  are  these  numbers?  Look 
at  the  "confidence  factor,"  listed  in 
the  last  column  of  the  tables.  This  is  a 
description  of  how  much  statistical 
variation  there  is  among  the  analysts. 


The  "very  low"  confidence  factor  c 
Magma  Copper  means  that  there  w 
little  agreement  among  the  12  wl 
submitted  figures  for  this  company. 
A  high  confidence  factor  shou 
mean  that  an  earnings  surprise  is  le 


Strength 

When  the  sky  didn't  fall  in  after  Meltdown  Monday,    these  35  companies  1988  earnings  estimates  are  at  least  li 
security  analysts  gradually  began  adding  back  nickels    35%  higher  than  projected  earlier.  Of  course  a  great  deal   1 
and  dimes  to  many  of  their  1988  earnings  forecasts,    could  happen  in  the  second  half  of  the  year  that  would  | 
Here's  where  the  analysts  added  quarters  and  more.  For    make  these  forecasts  all  wrong. 

Company/business 

Recent            1987 
price               EPS 

— 1988  estimated  earnings  per  share — 
6  mos                                      6  mos 
ago               recent          %  change 

Estimated 
1988  P/E 

numb 

confidencl 
er             factor  1 

Alabama  Federal  S  &  L/savings  &  loans 

17'/4            S2.07 

$2.30 

$3.27 

42% 

5.3 

3 

very  low  W 

Alcoa/aluminum 

45%              4.14 

4.79 

6.67 

39 

6.8 

21 

low 

Amax/natural  resources 

197s              1.61 

1.71 

2.61 

53 

7.6 

17 

low 

Aristech  Chemical/specialty  chemicals 

29  'A             2.71 

3.23 

4.53 

40 

6.5 

11 

low 

Asarco/nonferrous  metals 

23%              1.12 

2.95 

4.03 

37 

5.9 

16 

low 

AST  Research/computer  equip 

12%              1.13 

0.68 

1.22 

80 

10.2 

7 

average  A 

Bethlehem  Steel/steel 

18%              0.47 

2.17 

3.59 

65 

5.3 

17 

very  lowll 

Cleveland-Cliffs  'iron  ore 

19V4            -0.51 

0.48 

1.44 

198 

13.7 

4 

low 

Cyprus  Minerals/mining 

27'*              1.02 

1.52 

3.46 

128 

7.8 

12 

low 

Data  General/computers 

20%            -3.07 

1.09 

1.56 

43 

13.1 

33 

low 

Diamond  Shamrock  Offshore/oil  &  gas 

15%           -0.22 

0.22 

2.58 

NM 

5.9 

3 

low 

Dow  Chemical/chemicals 

80%             6.50 

7.40 

10.24 

38 

7.8 

29 

low    ' 

Elco  Industries/fasteners  &  stampings 

32*4              1  71 

2.08 

3.30 

59 

9.8 

3 

very  higbfl 

First  Wyoming  Bancp  bank  holding 

9Vk           -1.56 

0.55 

0.89 

62 

10  3 

3 

very  lowH 

Harlev-Davidson  motorcycles,  RV  equip 

2.72 

2.47 

3.40 

38 

6.4 

4 

high    | 

Inco  Ltd/nickel  is.  copper 

28%              1.09 

1.30 

4.31 

232 

6.6 

37 

low 

Inland  Steel  Industries  steel 

3014              1.00 

2.88 

4.76 

65 

6.4 

14 

low 

Inspiration  Resources;  metals  &  chemicals 

6VJ             0.08 

0.62 

0.85 

37 

7.6 

7 

low 

Intl  Minerals  &  Chemical  minerals  &  chems    39Vi           -0.25 

1.94 

3.55 

83 

11.1 

15 

low 

Kaisertech  aluminum 

17*           -0.69 

1.34 

2.16 

61 

8.2 

15 

low 

Magma  Copper/copper 

5'*            -1.07 

0.38 

0.79 

109 

6.5 

12 

very  lowH 

Microcom/data  commun  equip 

22%             1.16 

1  40 

1.89 

35 

12.0 

6 

average 

Micron  Technology/microcomputer  equip 

2 1  v„           -0.94 

1  00 

2.60 

160 

8.3 

6 

low 

Norsk  Hydro  AS/oil,  gas,  fertilizer 

29'/.              3.16 

2  90 

402 

39 

7.3 

4 

average 

Phelps  Dodge/copper 

387/8              4.51 

4.87 

8.51 

75 

4.6 

21 

low 

Phillips  Petroleum/oil  &  chemicals 

16-Vi             0  06 

0.90 

1.28 

43 

13.1 

39 

very  low 

!\ramid  Technology/minicomputers  sys 

11%             0.13 

0.60 

0.98 

63 

11.5 

5 

average 

Quantum  Chemical  specialty  chemicals 

75'/B              4.38 

6.04 

1328 

120 

5.7 

18 

low 

Silicon  Systems/integrated  circuits 

13%               0.41 

085 

1.36 

61 

9.8 

6 

low 

Software  Publishing/ sott.- 

1 7                  0.69 

080 

1.35 

69 

12.6 

8 

average 

t  ontaintr 


26% 


2.79 


134 


4.64 


39 


5.8 


14 


average 


incial  lank  holding 

8%           -9.50 

2.19 

299 

37 

2.8 

5 

very  low 

irial  equip 

26%              0.72 

1.40 

2.59 

85 

10.1 

4 

high 

■  dty  chem 

46%              2.60 

4.43 

7.28 

64 

6.4 

14 

low 

pioducts 

17%               1  28 

1  32 

2.17 

65 

8.1 

3 

low 

■  'nsttiitfonal  Brokers  Estimates  System  (IBES), 

ti  service  of  I 

ticb,  Jones  &  Ryan  rut  Lotus  CD  tnivstment 
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tyhen  you're  unsure  about  your  investments, 
tou'd  better  be  sure  where  to  go  for  advice. 


|)u're  like  many  investors,  ongoing 
litility  may  have  made  you  decide  to 
M)ut  the  current  market  altogether. 
1 1  ut  this  is  no  time  to  bury  your  head 
ijie  sand  and  do  nothing. 
A  is  a  time  to  rethink  such  fundamen- 
ts natters  as  how  you  allocate  your 
Mts,  and  how  to  lay  a  solid  foundation 
P  he  future  while  maintaining  a 
M  thy  measure  of  short-term  flexibility. 

nd  that  makes  it  more  important 
Hi  ever  to  have  an  ongoing  source  of 
W  stment  information  and  advice  you 
|  trust:  a  Merrill  Lynch  Financial 
Cj  sultant.  Our  Financial  Consultants 


have  access  to  the  most  respected 
securities  research  on  Wall  Street.  They 
can  guide  you  in  selecting  from  a 
wide  array  of  safe,  timely  investments, 
such  as  CDs,  money  market  funds 
and  Treasury  bills. 

Or  they  can  help  you  find  opportun- 
ities in  bonds,  or  in  carefully-selected 
stocks  with  a  potential  for  appreciation. 

This  is  no  time  to  go  it  alone.  So  talk 
to  a  Merrill  Lynch  Financial  Consultant 
soon,  and  read  our  Smart  Investor's 
Guide  to  Successful  Money  Management. 

For  your  free  copy,  please  call 
1-800-637-7455,  ext.  6310. 


Merrill  Lynch 
Financial  Consultants 
like  Kenneth  Miller 
understand  your  chang- 
ing financial  needs, 
and  have  access  to 
unsurpassed 
resources  to  help 
you  reach  your  goals. 


Lynch 


©  1988  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC 
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y.  But,  Levine  cautions,  "If  there 
is  a  great  deal  of  agreement,  the  effect 
of  a  disappointment  is  much  more 
severe." 

The  table  below  shows  35  compa- 
nies for  which  forecasts  have  been  cut 


by  35%  or  more  in  the  past  half  year. 
A  third  of  these  companies  provide 
financial  services,  which  helps  ex- 
plain why  finance  sector  shares  are  so 
depressed  these  days.  Quite  a  few 
have  very  low  price/earnings  ratios, 


even  when  measured  against  the  nc 
ly  reduced  projections  of  1988  ear 
ings.  Could  the  market  be  overreac 
ing  to  a  recent  deterioration  in  pre 
pects  for  these  outfits?  You  may  ha 
a  contrary  opinion.  ■ 


Weakness 

The  economy  was  surprisingly  strong  in  the  first  part  of    their  1988  forecasts  slashed  by  35%  or  more  in  the  past 
1988,  and  that  has  prompted  analysts  to  raise  earnings    six  months.  Analysts  for  the  companies  with  "very 
estimates  for  many  of  the  3,500  companies  in  the  IBES    low"  or  "low"  estimate  confidence  factors  are  still  in 
universe.  But  not  here.  These  35  companies  have  had    sharp  disagreement. 

Company/business 

Recent 
price 

1987 
EPS 

— 1988  estimated  earnings  per  share — 
6  mos                                   6  mos 
ago               recent          %  change 

Estimated 
1988  P/E 

numl 

confidenc 
•er             factor 

American  Svgs  Bank/savings  &  loans 

14'/2 

$2.69 

$6.48 

$3.86 

-40% 

3.8 

7 

very  low 

Anchor  Glass  Container/glass  packaging 

16% 

1.45 

3.21 

1.90 

-41 

8.8 

6 

low 

Arvin  Industries/auto  parts 

ISV* 

2.38 

3.14 

2.00 

-36 

9.1 

7 

low 

Bowne  &  Co/financial  printing 

10'/8 

1.39 

1.49 

0.91 

-39 

11.4 

5 

low    ! 

Builders  Transport/trucking 

11    : 

1.04 

1.83 

1.19 

-35 

97 

8 

low 

Catalyst  Energy/alternate  energy 

6V» 

0.38 

1.04 

0.53 

-49 

13.0 

6 

low 

Checkpoint  Systems/electronics 

7 '/4 

0.22 

0.91 

0.53 

-42 

13.7 

3 

very  low 

Colonial  Group/distributes  mutual  funds 

9V* 

1.65 

220 

1.38 

-37 

6.7 

3 

very  low]  i 

AG  Edwards/securities  brokerage 

15V8 

1.73 

229 

1.48 

-36 

10.4 

6 

average 

EMC  Insurance/insurance 

7*t 

1  25 

1.74 

1.01 

-42 

7.5 

5 

very  low  t 

Fieldcrest  Cannon- textiles 

17 

-0.36 

2.08 

1.30 

-37 

13.1 

10 

very  low] 

First  Federal  Mich/savings  &  loans 

11  Vs 

3.30 

356 

2.17 

-39 

5.2 

5 

very  low] 

GTECH/lottery  systems 

11 '/4 

0.50 

2.19 

1.27 

-42 

8.9 

3 

average  1 

Highland  Superstores/electronics  stores 

7 

0.45 

1    17 

058 

-50 

12.1 

6 

very  low] 

Hutchinson  Technology/computer  equip 

12 

1.20 

1.63 

1.00 

-39 

12.0 

3 

average 

Mack  Trucks/heavy-duty  trucks 

1  V. 

0.13 

2.20 

1.39 

-37 

9.8 

11 

low    | 

Mattel/toys 

7V4 

226 

1  06 

0.57 

-46 

13.6 

11 

very  lowli 

Merrill  Corp/pnnting 

TVt 

0.42 

1  11 

0.64 

-42 

12.1 

4 

low    I 

Merrill  Lynch/securities  brokerage 

23 

3.58 

339 

2.14 

-37 

10.7 

13 

average] 

Microsemi  semiconductors 

0.58 

0.86 

0.52 

-40 

11.8 

S 

low 

Nord  Resources/metals  &  mining 

9'/: 

0.87 

1  60 

0.90 

-44 

10.6 

4 

low    | 

Northeast  Svgs  FA/savings  &  loans 

I4H 

-0.71 

3.15 

1  90 

-40 

7.7 

3 

very  lo*l 

Oakwood  Homes/manufactured  housing 

57/i 

0.07 

1  34 

0.85 

-36 

6.9 

6 

very  lowl 

Oshkosh  Truck 'heavy-duty  trucks 

16  V: 

2.87 

308 

2.00 

-35 

8.3 

3 

average! 

Pacific  First  Finl/bank  holding 

13% 

3.75 

3.77 

239 

-37 

5.6 

6 

low 

PaineWebber  Group  securities  brokerage 

15 

2.25 

:  4< 

1  4* 

10.1 

11 

average 

Pannill  knitting/apparel 

SVi 

1  12 

1  84 

0  93 

-50 

5.5 

3 

avii 

Philips  NV  electroi 

14S, 

1  88 

2.54 

1  63 

-36 

8.8 

3 

avei 

QMS/printing 

9V* 

0.92 

1  78 

1  01 

-43 

92 

14 

low 

Recognition  Synoptical  rc.iding  equip 

6". 

1  08 

1.29 

0.68 

-47 

10.1 

3 

ver. 

nolds  &  Reynolds/business  hums 

18 

1  91 

2.79 

1.59 

-43 

11.3 

6 

low 

Morning/discount  retail  it) 

BVi 

1.01 

1  43 

0.83 

-42 

10.2 

3 

high 

18% 

1  49 

2.69 

1.37 

-49 

13.8 

4 

very  low  1 

n  i 

11V* 

0.03 

1.97 

1.00 

-49 

118 

5 

very  low  1 

278 

1  80 

1.04 

-42 

9.5 

7 

low 

JBtHutionai  Broken  Estimates  System  (IBES) 

a  service  of  Lynch.  Jones  &  Ryan  na  Lotus  CDIIrwestmetU 
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146  years 
before  the 


mast. 


In  1842  Atlantic  Mutual  was 
launched  as  a  marine  insurance  com- 
)any  and  in  the  century  and  a  half 
since,  we  have  been  tried,  tested -and 
)roven- again  and  again 

But  our  present-day  reputation  is 
)ased  on  more  than  mere  longevity. 
Our  ability  to  understand  and  sort  out 


complex  risk  factors  results  in  policies 
that  answer  real  customer  needs. 

Our  highly  sophisticated  technol- 
ogy means  you  get  answers  fast,  while 
it  helps  us  provide  loss  control  services 
to  minimize  your  risks. 

And  because,  after  146  years, 
Atlantic  Mutual  remains  a  mutual  com- 
pany our  cargo  policyholders  can 
look  forward  to  the  possibility  of  annual 
dividends.  We've  issued  dividends  to 
various  groups  every  year  since  1855. 

Talk  to  your  agent  or  broker  about 
a  global  policy  for  cargo,  hull  and  ship- 
owner's interests;  P&l  and  marine 
liabilities;  or  commercial  inland  marine 
insurance. 

Atlantic  Mutual,  45  Wall  Street, 
New  York,  NY  10005. 


=§=  Atlantic-Mutual 

What  insurance  is  supposed  to  be. 
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he  price/earnings  ratio  and  the  reinvest- 
ment rate  are  both  important  criteria  in 
picking  stocks.  Is  there  a  way  to  combine 
them  into  a  single  rating? 

IBM  versus 
the  candy  store 


• 


By  Laura  R.  Walter t 


T|  HERE  ARE  THREE  of  US  and  5,000 
stocks,"  says  William  Garrison 
of  the  New  York-based  money 
management  firm  Garrison,  Keogh  & 
Co.  Garrison  and   his  two  partners 
manage  $220  million  in  pension,  en- 
dowment and  family   trust   money. 
They  can't  plow  through  5,000  annual 
reports,    looking    for    the    smallish 
th  companies  they  specialize  in. 
be  a  way  to  cut  the  pile 
a   few   hundred  candidates 
more  research, 
i  i  '■'.  computer  and  a 

evolving  four  pieces 
rice,   earnings  per 
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share,  dividends  and  book  value.  The 
computer  assigns  a  score  to  each  com- 
pany, and  then  lists  the  companies 
witb  the  highest  scores.  "I  like  it  be- 
cause it  is  absolutely  blind,"  he  says. 
"It  allows  you  to  compare  IBM  with  a 
candy  store." 

Anyone  with  a  personal  computer 
and  a  good  database  can  duplicate  the 
formula.  Garrison  uses  Shearson's 
Finstat  database.  Forbes  ran  the  same 
formula  on  some  Lotus  databases  (see 
table  p  2(Xx ) 

The  formula: 

(A)  Find  the  earnings  yield,  which  is 
earnings  per  share  divided  by  the  price 
of  the  stock.  Earnings  yield  is  the  re- 
ciprocal of  the  familiar  price/earnings 


ratio.  If  a  $100  stock  earns  $5  a  share, 
it  will  have  a  P/E  of  20  and  an  earnings 
yield  of  5% .  Other  things  being  equal, 
you  want  to  buy  a  stock  with  a  high 
earnings  yield,  that  is,  with  a  low  P/E 
(B)  Find  the  reinvestment  rate.  This 
is  the  amount  of  earnings  not  paid  out 
in  dividends,  divided  by  book  value. 
The  Value  Line  Investment  Survey  re- 
ports this  ratio  as  "Percent  retained  to 
common  equity."  It's  a  measure  of 
how  fast  book  value  per  share  is  grow- 
ing. It  is  a  kin  of  the  more  often  used 
return  on  equity,  or  earnings  divided 
by  book  value.  Either  statistic  tells 
something  about  how  effectively  a' 
company  uses  shareholders'  capital  to 
make  money.  The  reinvestment  rate, 
however,  gives  credit  only  for  returns 
to  capital  that  are  plowed 
back  into  the  business. 

(C)  Find  the  dividend 
yield — the  annual  payout 
divided  by  the  stock  price. 
Now  add  A,  B  and  C.  If 
the  percentages  total 
more  than  25,  Garrison, 
Keogh  will  probably  take 
a  look  at  the  company. 
The  average  score  is  17. 

The  scoring  puts  a  pre 
mium  on  companies  with 
high,  internally  financed 
growth.  But  it  doesn't 
overlook  a  less  dazzling 
outfit  if  priced  low 
enough.  "The  stock  is  ei- 
ther growing  very  rapidly 
or  it's  very  cheap,"  says 
Garrison.  A  doubling  in 
earnings  per  share  will 
roughly  double  the  stock's 
index,  assuming  all  other  j 
factors  are  constant.  If  a 
company  increases  the 
fraction  of  earnings  paid 
out  as  dividends,  it  will 
hurt  its  score  if  the  stock  is  selling 
above  book  value.  Increased  dividends 
help  when  the  stock  is  selling  below 
book  value. 

One  fallacy  in  this  formula,  as  in 
any  formula  that  credits  either  return 
on  equity  or  reinvestment  rate,  is  the 
notion  tbat  a  company  can  continue 
to  generate  the  same  return  on  any 
new  money  it  raises  or  plows  back 
Often  it  can't.  New  York  Times  Co., 
which  gets  a  fairly  high  score,  enjoys  a 
fat  20%  return  on  equity.  That's  be 
cause  its  most  valuable  asset — the 
goodwill  in  its  flagship  paper— 
doesn't  appear  on  the  books.  As  foi 
expanding,  the  paper  has  pretty  well 
saturated  its  circulation  area.  Earn 
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Consider  Sector  Investing 


Free  Fact  Kit 
Shows  You  How  to 
Buy  the  Industry, 

not  the  Stock 


Choose  Industries, 
Not  Stocks 

Fidelity  offers  35 
Select  Portfolios  to 
investors  looking  for  a 
different  approach  to 
today's  volatile  market.  If 
you're  investing  for  long- 
term  growth  but  don't  want   Y§ 
to  pick  from  hundreds  of 
stocks,  you  can  invest  in  the 
stock  market  by  taking  a  man- 
aged approach  and  investing  in 
one  or  more  of  our  35  industry 
sector  portfolios.  Fidelity's  industry  experts  do 
the  stock  picking  for  you! 


Free  S&P  Sector 
Newsletter 

As  a  Select  share- 
holder, you'll  receive 
Standard  &  Poor's  Sector 
Trends,  providing  the 
kind  of  timely  informa- 
tion you  need  to  stay  on 
top  of  industry  sector 
developments. 

But  remember,  since 
Fidelity  Select  Portfolios  are 
non-diversified  and  focus  on 
specific  industries,  they  are 
targeted  to  investors  willing  to  accept  the  risks  of 
greater  share  price  volatility. 


Plus  these  Fidelity  Extras! 

Answers  24  hours  a  day  •  Investment  Vision  Magazine  •  Combined  Statements 

•  Low  Minimum  Investment  of  $1000,  $500  for  IRAs 


Free  Fidelity  Select  Portfolios  Information  Kit. 

For  more  complete  information,  including  management  fees,  expenses,  the  2%  sales  charge  and  1% 
redemption  fee,  please  write  or  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send 
money.  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX 
75266-0603. ' 


Name. 
Citv 


_  Address  _ 

State 


Zip. 


□  Free  IRA  fact  kit  (seli)    □  Free  Keogh  fact  kit  (selk) 

CALL  TOLL-FREE 

1-800-544-6666 

In  Mass.  call  collect  617-523-1919 


Fidelity 
Investments 

CODE:  FORB/SEL/062788 


Computerized  Investing 


Ut 


A  formula  for  growth 


Garrison,  Keogh  uses  a  formula  for  rating  growth  stocks    cheap  enough.  The  total  score  combines  earnings  yield, 
that  admits  some  slow-growing  companies — if  they're    dividend  yield  and  reinvestment  rate. 


-Per  share- 


Company 


Industry 


12-month      1988  book  Yield 

EPS        est  EPS       value     dividends      Price      earnings   dividend 


Reinvest- 
ment       Total 
rate  score 


Amplicon 


computer  leasing 


$1.14         $1.32 


$5.02 


$0.00 


13'/8 


8.7% 


0.0%        22.7%       31.4' 


Chief  Automotive  Sys  auto  body  equip 


1.08 


1.18 


4.27 


0.00 


12.0 


0.0 


25.3 


37.3 


Fedders 


climate-control  equip 


0.58 


0.72 


1.15 


0.28 


8% 


6.9 


3.3 


26.1 


36.4 


LA  Gear 


apparel 


.50 


2.22 


4.38 


0.00 


24 


6.3 


0.0 


34.2 


40.5 


Mylan  Laboratories 


drugs 


0.70 


0.82 


2.27 


0.10 


11  Vi 


6.1 


0.9 


26.4 


33.4 


Par  Pharmaceutical 


drugs 


1.11 


1.25 


3.98 


0.00 


15'/2 


7.2 


0.0 


27.9 


35.1 


Pioneer  Group 


mutual  fund  underwriter 


2.20 


2.60 


6.72 


0.48 


15'/2 


14.2 


3.1 


25.6 


42.9 


Safeguard  Scientifics 


multicompany 


2.27 


2.50 


6.83 


0.00 


133/ 


16.5 


0.0 


33.2 


49.7 


Sanford 


office  &  school  supplies 


2.09 


2.43 


2.44 


0.24 


34'/2 


6.1 


0.7 


75.8 


82.6 


Versa  Technologies 


rubber 


44 


1.63 


3.88 


0.40 


21'/2 


6.7 


1.9 


26.8 


?u 


Sources  Institutional  Brokers  Estimate  System  (IBESX  a  service  of  Lynch,  Jones  <■-  Ryan.  Disclosure  Partners,  Inc  .  both  via  lotus  One  son 


ings  plowed  back  into  the  company, 
then,  don't  necessarily  return  20%. 
When  they  are  used  to  buy  other  pa- 
pers they  initially  return  perhaps  5%. 

Garrison  addresses  this  weakness 
by  concentrating  on  small  and  medi- 
um-size companies,  where  the  poten- 
tial for  continued  profitable  growth  is 
greater.  Thrifty  Rcnt-A-Car  is  a  long 
way  from  saturation  of  its  market- 
place. It  scores  a  32. 

Garrison  refines  the  numbers  as  he 
proceeds.  After  an  initial  screen  using 
trailing  earnings  per  share,  Garrison 
plugs  in  estimated  future  earnings 
and  rescores.  The  score  should  go  up. 

Among  the  stocks  Garrison  likes 
are  Precision  Castparts,  Curtice 
Burns  Foods  and  Gainsco.  The  first  is 
a  $414  million  (sales)  maker  of  aero- 
space castings.  "Precision  Castparts 
has  a  piece  of  every  engine  that  we 
export,"  says  Garrison.  Curtice-Burns 
makes  potato  chips  and  pic  fillings 
and  rates  a  22  on  trailing  earnings,  31 
on  estimated  1988  earnings.  Gainsco, 
a  Texas  property-casualty  insurer, 
rates  a  26  on  trailing  earnings  and  a 
colossal  70  using  1988  estimates. 

As  with  any  computer  selection, 
this  one  is  merely  a  jumping-off  point. 
"The  hard  work  begins  after  you  have 
done  the  screen,"  says  Garrison. 

The  table  lists  companies  that  have 

least  30  on  trailing  earn- 

igher  score  on  esti- 

We  limited  the 

i  less  than  $100 

h  a  four-year 

least    10% 


Adding  a  stock  to  the  S&P  500  avera^ 
makes  that  stock  move.  Here's  how  to  cap\ 
talize  on  the  index  phenomenon. 


The  chosen 


By  Evan  Sturza 


N1  ever  mind  whether  index 
trage  affects  the  stock  mark 
The  index  itself  affects  the 
ket.  When  Standard  &  Poor's  adi 
company  to  its  500-stock  average, 
event  it  always  announces  after 
close  of  trading  on  a  Wednesday 
noon,  the  stock  gets  an  upward 
Since  Aug.  5,  1987  Standard  &  Poor 
a  subsidiary  of  McGraw-Hill,  has  ad 
ed  25  stocks  to  the  list,  mostly 
replace  those  that  have  disappeared 
mergers  and  acquisitions.  All  but  t\ 
of  the  newcomers  rose  in  price  thed 
after  being  added. 

There's  more  to  the  inclusion  effe 
than  a  one-day  spike.  According 
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How  tne  Masters  01  trie  universe 
overcame  the  attack  of  the  Deutschemarks. 


When  a  new  toy  sets  out  to  conquer 
the  world,  its  timing  must  be  right.  Its 
price-point  must  be  perfect.  There  is  no 
mercy  from  the  marketplace. 

So  when  the  Masters  of  the  Universe 
invaded  Europe.  Mattel  Inc..  like  a  lot  of 
smart  companies,  locked  in  some  key  cur- 
rency exchange  rates  in  advance  -  at  the 
(  hicago  Mercantile  Exchange.  And  when 
the  Deutschemarks  rose  up  against  them. 
Mattel  was  able  to  hold  its  ground. 


Hie  moral  of  the  story  is  pretty  clear. 
It  pays  to  take  control  of  as  many  sources 
of  risk  as  possible.  And  the  Chicago 
Mercantile  Exchange  has  developed  bet- 
ter ways  for  managers  to  control  interest 
rate  risk.  Equities  risk.  And  risks  on 
some  agricultural  commodities.  As  well 
as  international  exchange-rate  risk. 

So  look  into  the  futures  and  options 
at  The  Merc.  Eor  over  100  years,  we've 
helped  smart  businesses  manage  risk. 


J 


b 


■ 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetan  Market'  Indev  and  Option  MatUet 

The  Exchange  of  Ideas. 

1-800-331-333 
Chicago  •  New  York  •  London  •  Tokvo 


: 


Computerized  Investing 


Who's 

next? 

If  past  trends  repeat,  companies  that  are  added  to  the  S&P  500  stock 
index  will  enjoy  a  big  boost  shortly  after  being  named.  Below,  a 
market  handicapper's  list  of  likely  index  candidates. 

Company  /business 

Recent 
price 

Market 
value 
(Smil) 

Sales 
(Smil) 

P/E 

Yield 

United  Telecom/telecommunications 

30 

$3,018 

$3,064 

def 

6.4% 

Microsoft/software 

55>/2 

2,925 

457 

28 

— 

Carolina  P&L/electric  utility 

33% 

2,714 

2,082 

9 

8.2 

Penn  P&L/electric  utility 

36 

2,700 

2,089 

10 

7.7 

Himont/specialty  chemicals 

38 

2,455 

1,278 

9 

3.2 

PacifiCorp/electric  utility,  coal 

34% 

2,441 

2,163 

9 

7.6 

Contel/telecommunications 

30% 

2,421 

2,906 

52 

6.7 

First  Union/banking 

21% 

2,415 

2,626 

9 

4.0 

Union  Electric/electnc  utility 

22% 

2,336 

1,946 

8 

8.4 

Chemical  Waste  Mgmt/hazardous  waste  mgmt 

23  V* 

2,310 

559 

25 

0.7 

Centerior  Energy/electnc  utility 

15  W 

2,146 

1,946 

6 

10.5 

Henley  Group/multicompany 

22'/4 

2,085 

3,516 

def 

— 

Pinnacle  West/electric  utility,  banks 

23'-: 

2,045 

1,313 

8 

11.9 

Northeast  Utilities  electric  utility 

I8V4 

2,038 

2,081 

10 

9.4 

First  Wachovia/banking 

36'- 

1,975 

1,796 

11 

3.7 

Potomac  Electric/electnc  utility 

207s 

1,971 

1,332 

10 

6.6 

Allegheny  Power/electric  utility 

38'/« 

1,963 

1,981 

9 

7.9 

Sovran  Financial/banking 

32 '/2 

1,921 

2,019 

9 

4.4 

Affiliated  Publications/publishing 

50'/. 

1,744 

490 

43 

0.8 

Torchmark  lite  &  health  insurance 

30% 

1,719 

1,590 

10 

3.3 

Freeport  McMoRan/oil  &.  gas,  mining 

23tt 

1,684 

1,514 

6 

2.5 

Bank  of  New  England/banking 

24% 

1,677 

2,629 

10 

5.5 

Carnival  Cruise/cruises 

12% 

1,650 

564 

9 

3.3 

Morgan  Stanley/securities  brokerage 

62 

1,531 

3,148 

6 

1.5 

CoreStates  f  inancial  banking 

38 '/4 

1,496 

1,449 

9 

3.9 

Citizens  &  Southern/ banking 

24  Va 

1,467 

1,663 

9 

4.6 

Midlantic/banking 

38% 

1,460 

1,543 

9 

3.8 

Raychem/elcctrical  equip 

42'/2 

1,407 

1,016 

14 

0.6 

GAF/chem,  bldg  prod  materials 

48  V* 

1,327 

837 

15 

0.2 

Lubrizol/specialty  chemicals 

33% 

1,311 

1,013 

17 

3.8 

Average 

32 

2,012 

1,754 

14 

4.2 

Salomon  Brothers,  the  160  newcom- 
ers added  between  January  1980  and 
December  1987  were  up  an  average 
3.1%  on  the  day  following  inclusion. 
Over  the  four  weeks  following  inclu- 
sion, the  newcomers  were  up  an  aver- 
age of  5.9%.  Of  the  25  issues  added 
last  August,  only  3  were  disap- 
n ts  after  20  trading  days;  2  of 
\ '  re  added  in  early  October  last 
H  th(  best    i  -mies. 

stop    at    one 

William   Jacques  of  Martin- 

t  Management  in  Boston  has 

I  from  1980 

'    500  stocks  outper- 


formed comparable  nomndex  stocks 
by  an  average  of  4%  a  year.  This  has 
nothing  to  do  with  when  they  were 
added.  It  was  simply  a  case  of  S&P 
stocks  being  popular. 

Who  was  doing  all  the  buying?  For- 
eign investors,  who  feel  more  at  home 
with  name-brand  stocks,  were  partly 
responsible.  But  there  was  also  a  lot  of 
buying  by  index  funds,  which  attempt 
to  track  the  index  exactly  by  mechan- 
ically buying  all  or  almost  all  of  the 
component  stocks.  Some  $200  billion 
is  now  invested  in  S&P  500  index 
funds,  making  the  chosen  stocks  into 
what  Jacques  calls  the  "Nifty  500." 


Investors  can  play  the  S&P  500  e 
feet  two  ways.  One  is  to  buy  non-S& 
500  stocks  on  the  assumption  th; 
they  are  comparatively  undervalue 
in  today's  market  and  will  outperfon 
the  index  in  coming  years,  even 
they  never  get  included.  In  shor 
you're  betting  that  the  Nifty  500  pb 
nomenon  will  reverse  itself. 

The  other  play  is  to  guess  in  a<| 
vance  what  stocks  will  be  added  1 
the  list.  Index  watchers  anticipating 
merger-related  substitution  look  li) 
the  stock  in  the  same  industry  withjj 
high  market  capitalization.  In  t 
past  changes  have  often  followed  th] 
pattern:  United  Cable  Television  fi 
American  Broadcasting  Cos.,  We] 
Fargo  for  Texas  Commerce  Ban 
shares,  Ethyl  for  Celanese.  In  a  D 
cember  1987  report,  Salomon  Brot 
ers  analysts  said  that  they  were  ah 
to  predict  the  replacement  comp. 
more  than  50%  of  the  time. 

But  there  is  a  lot  less  rationality 
the  selection  process  than  one  mi; 
expect.  Until  April  the  S&P  selectii 
committee  rigidly  maintained  400 
dustrials,  40  utilities,  20  transport 
tion  and  40  finance  companies  on 
list.  Several  foreign  companies  are 
the  list  (Schlumberger,  Seagram 
McDermott),  but  there  are  no  Taj 
nese  companies,  and  the  largest  C 
dian  company  of  all  in  market  ca 
phone  company  BCE,  isn't  on. 

The  S&P  500  includes  a  host 
inconsequential  companies.  Dat 
point,  Genesco  and  Reading  &  Bat< 
have  market  values  so  small  (undt 
$70  million)  that  any  of  them  cou 
double  one  day  without  budging  tl 
index.  At  the  same  time  the  selectic 
committee  has  never  gotten  around  1 
Loews,  Newmont  Gold,  Canadian  P 
cific,  General  Motors  Class  H  or  M 
crosoft — all  with  market  values  abo\ 
$2.5  billion. 

Lately  S&P  has  become  more  seer 
tive  and  less  predictable.  New  ei 
trants  have  not  always  been  from  tf 
same  industry.  But  it's  a  fair  bet  thei 
will  be  a  number  of  nominations  froi 
high-capitalization  companies  in  ui 
derrepresented  industries,  such 
banks,  insurers  and  electric  utilities 

To  create  our  list  of  likely  indf'j 
additions  we  searched  for  large  (ma 
ket  capitalization  over  $1.3  billio: 
and  prospering  companies  with  ai 
emphasis  on  underrepresented  indu 
tries.  Standard  &  Poor's  won't  conj 
ment  on  the  list,  but  Jacques  predic 
that  as  many  as  ten  will  be  membe 
within  a  year.  ■ 
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We  give  you  more  quality  services 
than  any  other  discount  broker." 


:  "Commission  discounts  are  important.  But  there 
I  nany  services  that  are  just  as  important.  When 
o'  :hoose  a  brokerage  firm,  you  should  get  a  complete 
a  :age.  That  means  discounts  and  service!' 

Rive  you  these  quality  services: 
1 4 -hour  order  entry  so  you  can  place  your 
/ders  at  your  convenience. 

'  istant  execution  on  most  market  orders, 
ften  we  can  confirm  your  order  while  you're  still 
1 1  the  phone. 

I  (igh  income  on  your  uninvested  funds  with  a 
±wab  One  Account  or  Money  Market  Fund* 

I  lcreased  buying  power  with  low-cost  margin 
'ans. 

*:'ver  250  no-load  and  low  load  mutual  funds* 

\  I '.at  you  can  buy  through  your  Schwab  discount 
okerage  account.  It's  just  as  easy  as  buying  stocks. 

'jo  sales  pressure— ever. 

*ilus  discounts  of  up  to  76%  on  commissions 

I'mpared  to  rates  charged  by  full-commission  firms. 

H  >ectuses  available. 


FOR  A  FREE  BOOKLET  describing  our  quality 
services  and  our  discounts: 

Call  toll  free  today 

1-800-648-1500 

24  hours  a  day, 
or  mail  this  coupon. 


i 


□  YES!  Please  send  me 
free  discount  brokerage 
information. 

Name 


Please  Print  Clearly 


Address. 
City 


.  State/Zip. 


Charles  Schwab 

America's  Largest  Discount  Broker 

Member  SIPC/New  York  Stock  Exchange,  Inc. 

New  York:  1  World  Trade  Center,  Suite  2469,  NY  10048 

San  Francisco:  101  Montgomery  Street,  CA  94104 

Los  Angeles:  1901  Avenue  of  the  Stars,  Suite  175,  CA  90067 

Chicago:  10  North  Dearborn  Street,  IL  60602 

Over  105  offices  to  serve  you  nationwide. 

FOBGU 


Technology 


Want  to  play  technology  stocks?  Fine,  but 
don't  throw  away  your  value  yardsticks. 
No  matter  how  hot  the  concept,  if  the  com- 
pany has  no  sales,  it's  not  worth  a  big  price. 

Technology 
made  easy 


By  Kenneth  L.  Fisher 


When  small  company  stocks 
get  hot,  technology  stocks  of- 
ten sizzle.  You  can  make  big 
money  in  the  right  ones.  But  you  can 
lose  your  shirt,  too. 

The  key  to  technology  stocks  is  to 
treat  them  like  any  other  stock.  All 
the  same  rules  apply.  The  technology 
bit  isn't  as  important  as  those  simple 
investment  and  business  rules  that 
are  normally  applied  to  more  mun- 
dane outfits.  That's  not  to  suggest  you 
forget  the  exotic,  but  rather  don't  get 
carried  away  with  it. 

You  don't  need  a  mas- 
ter's in  electrical  engineer- 
ing to  do  a  workmanlike 
job  of  dealing  with  these 
stocks.  But  you  do  need  to 
work  at  the  job:  A  good 
many  of  them  are  terribly 
overpriced — far  more  than 
arc  bargains. 

The  plain  truth  is  that  a 
business  is  a  business,  and 
a  stock  is  just  ownership  in 
a  business.  A  good  business 
scopes  out  what  customers 
want,  does  some  planning, 
buys  facilities,  equipment, 
parts  and  materials,  and 
then  produces.  It  sells  like 
hell  and  pays  attention  to 
detail,  people,  accounting 
and  law.  There's  no  magic 
technology— not  now, 
it   in  i  he   15  years  I 


have  owned  these  stocks. 

The  technology  firms  I  have  seen 
make  successes  and  failures  of  them- 
selves have  done  so — more  than  any- 
thing else — on  the  strength  of  their 
attention  to  markets,  to  people  and  to 
detail.  They  have  had  to  because, 
while  it's  not  well  understood,  tech- 
nology has  become  commodity-like 
in  the  last  20  years.  Market  power  is 
more  a  matter  of  people  relationships 
than  of  patents. 

Consider  some  of  this  decade's  dra- 
matic successes.  The  original  Apple 
computer  was  designed  by  guys  with 
only  a  little  technical  education,  at 


Woodside, 

,'uiinr  He 


home,  in  a  few  months.  A  band 
bigger,  more  scientifically  musculo 
firms    like    Texas    Instruments   aj 
Hewlett-Packard      understood      t; 
technology  ten  years  earlier  but  didi 
see  the  market. 

But  isn't  Genentech  a  powerhou; 
more  on  the  strength  of  its  scien: 
than  of  anything  else?  Yes,  but  lo 
how  this  gene  company  came  aboi 
Founder  Robert  Swanson,  a  ventv 
capitalist,  raised  the  money  first  ik 
developed  the  technology  later.  If  y*» 
know  what  you  need,  you  usually  cJ 
hire  the  smarts  to  put  it  together,  fy 
search  isn't  magic.  It's  buyable. 

My  point  is  not  to  denigrate  t: 
brilliance  of  Apple  or  Genentech  b: 
to  say  they  were  brilliant  becau: 
they  had  the  qualities  of  good  bur{ 
nesses.  They  just  happened  to  be 
technology.  The  same  people  usi 
the  same  techniques  probably  wot] 
have  made  it  big  in  men's  underwffl 
or  in  auto  tires.  Unfortunately,  ti 
many  tech-stock  jocks  get  caught  n 
in  their  bits,  bytes  and  RAMs  all 
forget  the  business  basics. 

Then,  too,  even  with  good  busine;  j 
es  you  must  buy  stocks  cheaply.  Y  ^ 
make  your  real  money  in  the  mark- 
by  buying  good  companies  before  tbjt. 
are  recognized  as  such.   Over  tira 
quality  is  recognized  and  they  are  ti 
up,  becoming  more  popular.  This  n£:' 
is  as  true  for  technology  as  for  reta 
ing,  manufacturing,  services  or  ant 
thing  else. 

My    particular   pitch  I 
price/sales      ratios — PSI 
PSRs     work     like     prio 
earnings  ratios  but  use  m 
tal  sales  where  the  P/E  us. 
earnings.  The  PSR  is  til 
stock's  market  capitali: 
tion    (price    times    shai< 
outstanding)  divided  by  m 
last  12  months'  revenue: 
PSRs  measure  how  hi$ 
ly  Wall  Street  thinks  of  m 
outfit.  The  S&P  500  coi)| 
panies  currently  sell 
price  about  equal  to 
combined  annual  reveni 
Unpopular  stocks  sell 
maybe  half  that,  or  50% 
revenues.  Gee-whizzers 
ten  sell  for  twice  the  m 
ket's  multiple,  or  higher, 
evidenced  by  the  whoppi 
in  the  table  on  p.  212. 

I  first  used  PSRs  spea 
cally  for  technology  stoc 
because  their  earnings 
ten  bounce  like  ping-po. 
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lis,  making  the  P/Es  misleading, 
ivision  a  $10  stock  with  a  dollar  of 
mings  that  falls  in  price  to  $1  as  its 
mings  fall  to  a  penny.  Its  P/E  rises 
)m  a  modest  10  to  a  lofty  100.  Is  it 
ore  or  less  popular  than  before  the 
ange?  Hard  to  tell  using  P/Es. 
PSRs  help  because  revenues  aren't 
volatile.  Ultimately,  more  impor- 
at  than  P/Es  or  PSRs  is  what  you 
y  today  in  relation  to  what  the  com- 
ny  earns  down  the  road.  If  only  you 
lew  earnings  for  the  next  20  years, 
u'd  have  an  excellent  measure  of 
lat  the  company  is  worth  today.  But 
th  technology  stocks  it's  hard 
ough  to  guess  earnings  for  1988, 
uch  less  earnings  for  2008. 
'Envision  a  firm  Wall  Street  values 
1  only  $100  million,  even  though  it 
;  s  $400  million  in  sales.  Its  PSR  is 
0  divided  by  400,  or  a  low  0.25.  If  in 

I  e  future  it  can  average  a  5%  aftertax 

I I  margin  on  that  $400  million  in 
es,  it  will  earn  $20  million  per  year. 


With  a  $100  million  valuation,  for 
every  dollar  you  pay  for  the  stock,  you 
get  20  cents  in  annual  earnings  com- 
ing back  at  you. 

Now  envision  a  high-PSR  firm,  val- 
ued at  $1  billion  with  $200  million  in 
sales — selling  for  5  times  sales — like 
some  of  those  in  the  table.  If  it  aver- 
ages a  rare  and  admirable  10%  net 
profit  margin,  it,  too,  will  earn  $20 
million  per  year.  But  that  $20  million 
as  a  return  on  a  company's  $1  billion 
price  tag  is  a  measly  2% .  If  the  outfit 
grows  400%  in  size  in  five  years,  it 
will  still  yield  only  10%  on  today's 
price.  Of  course,  our  hypothetical 
high-PSR  firm  probably  has  better 
growth  prospects  and/or  a  higher  net 
margin  now  than  our  low-PSR  firm. 
But  nowhere  is  it  guaranteed  that  high 
growth  rates  or  margins  will  last  in- 
definitely. Such  things  have  a  way  of 
regressing  toward  the  mean. 

Let's  look  at  what  happened  over 
the  past  five  years.  I  tracked  both  ex- 


Technology  at  the  top 

Since  May  15>83  the  ten  highest  PSRs  on  Hambrecht  &  Quist's 
ogy  list  declined  47%,  the  ten  lowest-PSR  issues  9%. 

technol- 

lig  disaster 

ompany 

1983 
PSR 

Adj  5/83 
price 

Recent 
price 

% 

change 

entocor 

29.67 

18 

24'  2 

36% 

polio  Computer 

20.67 

28  H 

14% 

-48 

ogan  Systems 

16.38 

217s 

4% 

-79 

{formation  Resources 

14.07 

20 

10% 

-47 

itecom* 

14.00 

21'- 

6'/2 

-70 

ome  Health  Care* 

12.33 

IV: 

24:, 

59 

igital  Switch 

11.78 

39% 

7% 

-81 

onvergent  Technologies 

11.08 

31 

3'/s 

-90 

mems  &  Computer 

10.58 

28  W 

3'/4 
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10.45 
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ational  Semiconductor 

0.60 

HVs 

12% 

8% 

:orage  Technology 

0.64 
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1% 

-93 
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0.72 

28% 

2^;  . 

3 

atapointt 

0.74 

10'/2 

8'/4 

-21 
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0.79 

48% 

46V8 

-5 

obe  Labs 

0.79 

147k 

23  U 

57 

fmshare* 

0.81 

19% 
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46 

orco  Manufacturing 

0.87 

17'/4 

V; 

-49 

ata  General 

0.89 

317s 

207, 

-36 
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099 

33% 
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mpany  was  acquired  Recent  price  includes  5%  annual  interest  added  to  acquisition  price 
justed  for  spinoff  of  Intelogic  Trace 

Sources  Hambrecht  &  Quist  Statistical  Summary;  May  1983,  Standard  &  Pour's 


tremes  of  the  Hambrecht  &  Quist 
technology  stock  list  as  published  in 
May  1983,  at  the  technology  market's 
alltime  peak.  While  the  period  was 
terrible  for  all  technology  stocks,  it 
was  disastrous  for  the  highest-PSR 
stocks,  which  fell  an  average  47%  (see 
table  below).  The  cheapest  H&.Q 
stocks  were  not  exactly  ultralow  PSR 
stocks,  but  they  were  a  world  apart 
from  the  expensive  ones.  The  cheap 
ones  are  down  an  average  9% . 

What  goes  wrong  with  the  PSR 
whoppers?  Tech  stocks  often  suffer  in 
the  long  term  because  growth  isn't 
cheap.  Growth  needs  more  facilities, 
equipment  and  inventory — all  expen- 
sive. Generally,  if  net  profit  margins 
don't  average  at  least  half  a  firm's 
presumed  growth  rate,  it  must  soon 
sell  more  stock  to  raise  its  war  chest, 
which  dilutes  existing  holders  and 
brings  down  future  returns.  Since  pre- 
cious few  firms  can  sustain  more  than 
about  10%  net  margins  for  long, 
growth  plans  much  above  20%  per 
year  require  management  to  sweet- 
talk  the  stock  and  sell  more  shares — 
deluding  and  diluting  you  and  me. 

At  the  start  of  the  1978-83  technol- 
ogy bull  market,  prices  of  tech  stocks 
averaged  about  80%  of  revenues.  By 
1983  they  were  up  to  4  times  reve- 
nues. Genius  wasn't  needed  to  make 
money  in  those  years  or  to  see  that 
prices  got  too  high.  A  PSR  of  4  is  like 
40  times  earnings  for  a  firm  earning 
10%  net  aftertax.  In  the  1983-87  tech 
stock  bear  market,  average  PSRs  fell 
to  1.3 — a  decline  of  more  than  two- 
thirds.  Now  they  are  back  to  about 
1.8,  cheaper  than  in  1983  but  far 
above  the  1.0  average  for  the  whole 
market.  By  my  standards,  then,  tech 
stocks  aren't  outrageously  high  right 
now — but  neither  are  they  bargains. 

Looking  at  specific  stocks  is  more 
meaningful.  The  contrast  between 
high  and  low  PSRs  is  highlighted  in 
the  table  on  page  212.  It  includes  both 
extremes  of  Standard  &  Poor's  data- 
base. (I  have  eliminated  from  consid- 
eration stocks  with  market  caps  un- 
der $100  million  or  those  whose  cur- 
rent ratios  and  equity  as  a  percent  of 
total  assets  don't  average  half  as  much 
as  the  overall  market.) 

Start  with  Convergent,  the  micro- 
computer company.  In  1983  it  was  a 
$40  stock  at  12  times  sales — a  scary 
PSR.  You  may  have  forgotten,  but  it 
was  supposed  to  be  the  greatest  thing 
since  transistors.  The  company  was 
making  12%  on  sales  and  sold  $150 
million  of  stock  in  the  hot  1983  mar- 
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kcc.  Since  then  product  revenue  rose 
from  $100  million  to  $400  million, 
with  expectations  of  $500  million 
this  year.  Sounds  good,  but  earnings 
collapsed  as  business  realities  hit 
home.  The  $40  stock  is  now  $3,  with 
a  PSR  of  0.43.  That's  a  drop  of  96%  in 
the  stock's  PSR.  Not  so  popular  now. 

Convergent  still  has  most  of  its 
1983  boodle,  a  bigger  base,  and  a  man- 
agement freshly  graduated  from  the 
school  of  hard  knocks.  Think  of  it  as 
you  ponder  1988's  wunderkinder. 
Convergent  isn't  rare.  Ditto  for  Mitel, 
Xidex,  Paradyne  (which  would  be 
next  on  the  table  if  it  went  on),  and 
many  dozens  of  former  stars  that  have 
lost  either  their  balance  sheets  or  just 
a  little  bit  of  luster. 

Like  NBI  (5),  which,  while  not  on 
the  list,  was  the  worst  pick  (at  16j  I 
have  ever  put  into  my  Forbes  col- 
umns. But  do  you  remember  it  at  $50 
and  7  times  sales?  This  word  proces- 
sor firm  was  thought  unbeatable.  As 


often  happens,  management  started 
thinking  it  was  unbeatable,  too.  Man- 
agement sat  arrogantly  in  its  Boulder, 
Colo,  castle  and  tried  to  tell  the  world 
what  was  good  for  it,  ignoring  what 
was  obvious  to  others  and  its  own 
sales  reps — the  microcomputer  revo- 
lution. That  led  to  a  60%  annual  sales 
force  turnover,  huge  training  costs 
and  falling  sales.  These  in  turn  led  to 
an  absolutely  terrible  plan  to  diversify 
away  from  the  problems  through  ac- 
quiring retailers.  NBI's  technical  skill 
was  and  is  good,  but  its  business  skills 
were  poor.  So,  while  NBI's  PSR  is  now 
low,  and  the  stock  may  be  too  cheap, 
that  alone  doesn't  make  a  profitable 
long-term  holding.  The  company 
must  be  high-quality,  too. 

Without  knowing  which,  I  can  as- 
sure you  that  some  of  1988's  favorites 
will  do  as  badly  as  did  Convergent, 
NBI,  Mitel  and  the  rest.  But  even  for 
those  high-PSR  companies  that  do 
well,  the  high-PSR  stocks  are  unlikely 
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The  ten  low-PSR  stocks  in  the  lower  table  are  safer  buys  than  their  high- 
PSR  counterparts.  The  market's  average  price/sales  ratio  is  about  1. 

Sell 

Company 

Recent 
price 

PSR 

P/E 

Sales 

(Smil) 

Market 
value 
(Smil) 

ALZA 

22'-: 

987 

500 

$   71 

$    701 

Genentech 

25% 

8.72 

41.3 

231 

2,015 

Microsoft 

55'/! 

8.54 

27.9 

346 

2,955 

Autodesk 

27 

8.12 

30.3 

79 

642 

Oracle  Systems 

15% 

6.99 

32.1 

131 

916 

PCS 

: '  - 

...... 

323 

54 

375 

Computer  Associates  Intl 

25'/! 

6.52 

21.1 

309 

2,015 

Cetus 

11% 

5.83 

NM 

52 

303 

Biomet 

24VJ 

5.32 

25.5 

56 

298 

Centocor 

24'/. 

4.82 

40.2 

57 

275 

Buy 

Company 

Recent 
price 

PSR 

P/E 

Sales 

[Smil] 

Market 
value 

(Smil) 

Zenith  Electronics 

23* 

026 

NM 

V    i,|] 

S    612 

Control  Data 

24V< 

0.31 

41.9 

3,370 

1,045 

Cubic 

14V4 

0.32 

15.7 

357 

113 

Xidex 

5V, 

0.38 

NM 

573 

218 

Convergent 

3V» 

0.39 

NM 

384 

151 

Mitel 

.' 

0.39 

NM 

453 

178 

items 

11W 

0.43 

1409 

553 

240 

u-ral 

20% 

0.45 

NM 

1,270 

562 

Imorgaa 

13V» 

0.46 

35.2 

301 

139 

i '  lologtea 

12V4 

0.53 

7(18 

437 

230 

Source  Stawiuril  &  Poor's 

to  offer  great  long-term  gains.  Why? 

Consider  Microsoft  (56,  o-t-c), 
great  firm  with  its  hammerlock  o 
operating  systems  for  small  compu 
ers.  Sure,  there  will  be  lots  more  m 
crocomputers  to  use  Microsoft 
DOS,  but  how  many  more?  What 
the  world  switches  to  AT&T's  Unb 
It  could  happen  in  five  or  ten  year 
Nothing  lasts  long  in  technology. 

If  Microsoft  sales  grow  40%  pd 
year  for  five  years,  they  become  $ 
billion.  But  Microsoft  is  already  va 
ued  at  $3  billion.  Even  taking  th, 
growth  as  a  bird  in  the  hand,  an 
forgetting  the  time  value  of  mone 
and  the  risk  of  dilution  along  the  wai 
today's  price  leaves  little  room  fq 
slippage.  At  1.5  times  1993's  sales, 
is  higher  than  the  current  valuation  <j 
IBM  or  Digital  Equipment. 

Sometimes  it  seems  that  insidei 
understand  this  situation  better  thai 
outsiders.  Three  top  bananas  at  Autd 
desk,  a  computer-aided  design  find 
have  sold  167,000  shares  recentll 
taking  out  more  than  $3.5  million.  A 
Computer  Associates,  a  softwai 
house,  managers  and  board  membei 
have  peeled  away  350,000  share! 
worth  almost  $10  million.  And  \ 
Genentech  they  have  sold  195, 
shares,  worth  $7.5  million.  Great 
them.  How  about  for  you? 

There  are  few  tech  stocks  ch 
enough  now  to  get  excited  about 
recently  as  January  there  were  man 
but  the  1988  rally  in  secondary  stocl 
has  boosted  most  of  them  25% 
40%,  to  levels  that  leave  me  nervoi 

If  you're  daring,  Xidex  may  be 
closest  thing  to  a  bargain  in  the  grou] 
Mired  in  writedowns  of  old  techno1 
ogy  processes,  Xidex  still  has  produa 
tion-smart  managers  and  command 
ing  market  share  in  rigid  and  floppj 
diskettes.  Xidex  will  come  back,  bu 
it  may  take  a  year  or  two  of  patienca 

Zenith  Electronics  has  been  run 
mng  deficits  since  1985.  But  when  if 
time  comes,  the  stock  could 
triple.  It  is  now  the  third-largest  vi 
dor  of  microcomputers,  which  has 
come  the  commanding  part  of 
nith's  business,  shadowing  its  fain 
line  of  TV  sets. 

One  or  more  of  these  ten  low-P 
technology  stocks  could  go  under, 
any  of  them  could  do  phenorn 
well  if  events  break  right.  As  a  grou] 
they  are  almost  certainly  underprice 
relative  to  their  high-PSR,  gee-whi 
counterparts.  As  a  Taoist  might  s? 
"When  a  sleeping  dog  wakes,  it  bark 
just  as  loud."  ■ 
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ONE  OF  THE  MOST  DRAMATIC  DEVELOPMENTS 

IN  HEALTH  CARE  TODA*. 


Something  new  in  affordable 
health  service  and  protection  is 
unfolding  across  America. 

It's  a  new  level  of  excellence 
in  meeting  the  nation's  health  needs 
from  The  Travelers. 

It  includes  growing  networks 
of  HMOs,  PPOs  and  other  significant 
innovations  in  cost  management. 

For  example,  The  Travelers'  *- 
Patient  Advocate  program  helps  I 
reduce  days  in  the  hospital, 
increases  use  of  out-patient  care, 
and  reassures  patients  by  suggesting 
second  opinions. 

And  our  Taking  Care  health 
promotion  program  helps  people  to 
adopt  healthier  lifestyles,  become 
more  conscious  of  good  health  and  to 
use  medical  care  more  efficiently 
and  effectively. 


In  addition,  we've  honed  the 
art  of  fast,  accurate  claim  service 
to  a  fine  edge  and  developed  one  of 
the  most  sophisticated  information 
management  systems  in  the  industry. 

It's  all  backed  by  The  Travelers' 
52  years  of  health  service  expertise 
that  now  covers  over  eight  million 
Americans  in  companies  of  all  sizes. 

Today,  we  are  setting  the 
standard  of  excellence  in  compre- 
hensive, affordable  health  service 
and  protection  for  employers  and 
employees. 

As  one  of  America's  strongest 

insurance,  financial  and  health 

service  experts,  The  Travelers  is  a 

force  you  can  count  on  to  develop 

your  health  care  picture. 

The  Ihivolors  Insurance  Company  and  >t-> 
Affiliates,  I  lartford,  CT  06183. 


Thelravelersj 

You're  better  off  under  the  Umbrella. 
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Associates [judgment  of  high-tech  firms 
has  little  to  do  with  technology  and  a  lot  to 
do  with  management  and  marketing. 

The  unscientific 

science 

of  investing 


By  Laura  Jereski 


Boston-based  TA  Associates  is 
one  of  the  leaders  in  technol- 
ogy venture  capital,  with  over 
$600  million  under  its  gaze.  Now, 
why  does  it  have  around  200  subscrip- 
tions to  engineering,  computer  and 
other  specialized  publications?  So  the 
partners  can  read  about  transition 
temperatures  in  superconductors  and 
study  up  on  complementary  metal  ox- 
ide semiconductor  manufacturing 
techniques?  Not  at  all.  They  are  try- 
ing to  answer  questions  like:  Is  the 
company  developing  new  products?  Is 
it  hiring?  Who  are  its  competitors? 
Are  a  lot  of  its  managers  leaving? 

This  is  part  of  what  partner  P.  An- 
drews McLane,  40,  likes  to  call,  ironi- 
cally, "the  scientific  approach 
to  venture  capital  investing." 
To  McLane  and  his  eight  part- 
ners in  the  venture  capital 
group,  it  means  looking  more 
closely  at  a  company's  funda- 
mentals than  at  its  semicon- 
ductors. It  is,  says  McLane, 
"not  very  different  from  what 
a  serious  individual  investor 
does  before  committing  mon- 
ey to  a  high-tech  startup  or  an 
initial  public  offering." 

A  decade  after  it  was  spun 
off  from  broker  Tucker,  An- 
thony &  R.L.  Day,  TA  Asso- 
prown  into  one  of 
venture    capital 
.  rs.  And  one  of  the 
sful:    Annual   re- 
nts   made 
ud  1987  avcr- 
tors  in- 
np.i- 


nies  like  AT&T,  a  few  wealthy  indi- 
viduals and  the  Harvard  and  Stanford 
endowments. 

Some  of  their  money  went  into  AST 
Research.  When  McLane  and  asso- 
ciate Michael  Child  stumbled  on  the 
company  at  a  1982  trade  show,  it  was 
a  small  maker  of  add-on  memory 
boards  for  IBM  personal  computers. 
Like  half  the  companies  TA  invests 
in,  AST  was  profitable  but  had  never 
sought  outside  financing. 

McLane  liked  what  he  saw:  AST 
was  fast  becoming  a  household  name, 
having  piggybacked  the  company's 
memory  boards  on  the  success  of 
IBM's  personal  computers.  The  three 
founders  had  worked  together.  And 
the  company  had  good  gross  margins. 
"That,"  says  McLane,  "means  there's 


TA  Associates'  /'  Andrews  McLane 
"What  drives  the  managers?" 


money  to  spend  on  marketing  and  o 
future  product  development." 

The  AST  investment  reinforced  ai 
other  lesson:  Timing  an  exit  mattei 
as  much  as  researching  the  initial  ir 
vestment.  TA  Associates  made  eigr 
times  its  money  when  it  sold  its  AS' 
stock  in  1985  and  1986.  Just  in  timi 
those  healthy  margins  were  erodinj 
and  the  stock  dipped  from  a  1986  hig 
of  31  Vi  to  a  1987  crash  low  of  6lA. 
has  since  recovered  to  12'/4. 

Gauging  startups  is  a  little  trickie 
McLane  aims  for  high-growth  mai 
kets:  "They  are  more  forgiving." 
also  tries  to  make  up  for  the  lack 
profit  history  by  talking  to  supplier 
customers  and  departed  employee 
"We  spend  a  lot  of  time  trying 
understand  what  drives  the  man; 
gers,"  he  explains. 

"Companies  don't  usually  fail  as 
result  of  poor  technology,"  he  say1 
McLane  and  his  associates,  nearly  al 
of  them  business  school  graduate 
with  some  technical  backgrounc 
don't  try  to  master  the  technology 
They  would  rather  get  a  feel  for  wha 
can  go  wrong  with  the  company  itsel: 
Signs  of  failure:  a  company  that  sight 
too  small  a  market,  one  that  doesn 
know  enough  about  the  competitioi 
and  hasn't  protected  its  product. 

That's  precisely  what  happened  W 
Sorcim,  a  software  company  TA  Assc 
ciates  invested  in  four  years  age 
Nothing  wrong  with  the  product, 
top-rated  spreadsheet  program  calle 
Supercalc.  But  Lotus  had  gotten  ther 
first  with  its  1-2-3,  and  Sorcin 
couldn't  catch  up.  Within  90  days  o 
the  initial  investment,  Sorcin 
had  been  sold  to  Computer  As 
sociates  for  cash  and  notes.  11 
recovered  a  substantial  part  o 
its  investment. 

What  next?  In  the  past,  II 
Associates  invested  quit 
heavily  in  computers  and  pe 
npherals.  Its  latest  ventur 
pool,  with  $200  million,  lean 
more  toward  financial  infor 
mation  services,  medical  prod 
ucts,  and  especially  software 
"The  world  doesn't  need  mon 
computer  power,"  say 
McLane.  "What  we  will  need 
with  standard  operating  sys 
terns,  is  better  application: 
software  and  more  of  it."  Wh< 
will  be  the  winners  in  this  in 
dustry?  Perhaps  not  the  tech 
nical  wizards,  but  the  peopli 
who  are  best  at  sizing  up 
market  and  serving  it.  ■ 
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The  power  of  foresight. 

W)rldwide. 

In  a  complex  world  where  even  the  slightest  changes  in 
economic  factors  can  have  widespread  repercussions,  foresight  is 
essential.  As  the  top-ranking  European  bank  firmly  established 
among  the  world  s  leaders,  BNP  puts  its  intimate  knowledge  of 
world  economies  to  work  for  you. 

With  offices  in  74  countries,  BNP  monitors  interna- 
tional markets  24  hours  a  day,  gathering  and  analysing 
up-to-the-minute  data  to  keep  you  fully  abreast  of  market 
changes.  With  a  specialized  teleprocessing  network  and  one  of 
Europe's  most  advanced  trading  rooms,  BNP  offers  clients  the 
advantage    of   constantly    updated,    clear    ^^^^^^^^^^^^ 


and  precise  market  reports  to  help  them  &    -g    ^  & 

determine  the  right  moment  to  act,  in  W         a  = 

Europe...     and     throughout     the     world.    ^^~^^~~"~^^^~ 


Banque  Nationale  de  ParkWorld  banking  is  our  business. 


now 


very  evening,  over  1 .8  million  viewers  tune  into  the  country's  top  daily  business  program: 
I  §T's  The  Nightly  Business  Report.  Produced  in  association  with  Reuters,  this  program  has  become 
:  standard  in  broadcast  business  journalism.  All  with  the  help  of  a  network  system  from  Digital. 
|As  WPBT's  President  George  Dooley  explains,  "The  Nightly  Business  Reports  competitive 
;  antage  depends  on  our  ability  to  gather  information  coming  in  from  16  bureaus  in  the  United 
es,  Tokyo  and  London.  We  have  to  do  that,  with  the  utmost  accuracy;  in  the  2x/i  hours  between 
time  when  the  stock  market  closes  and  when  our  program  is  broadcast  via  satellite." 
"The  Digital  network  has  had  a  remarkable  effect  on  the  way  we  compile,  edit  and  update 
m.  Now,  more  of  our  people  have  a  chance  to  review  a  story  before  it's  aired,  decisions 


"The  computer  network 
that  helps  make  The 
Nightly  Business  Report 
the  most  watched  daily 
business  news  program." 


erork 


ing  made  fester,  and  our  entire  operation  is  more  efficient." 
d  that  good  news  has  traveled  to  other  areas  of  WPBT's  operation.  Today,  the  Digital 

is  being  used  to  integrate  engineering,  marketing,  accounting  and  fund  raising  for 
productivity: 
ley  continues,  "Digital  provided  the  total  solution,  including  the  computer  systems  and 
broadcast  software.  And  they  top  it  off  with  outstanding  service  and  support." 
t's  that  combination  that  has  given  us  our  competitive  edge.  And  turned  The  Nightly  Business 
into  a  real  success  stort' 

r  more  information  on  how  Digital  can  improve  your  corn- 
edge,  write  Digital  Equipment  Corporation,  200  Baker  Avenue, 
ncord,  MA  0 1742.  Or  call  your  local  Digital  sales  office. 


t  Corporation,  1988.  The  Digital  logo  is  a  trademark  of  Digital  Equipment  Corporation. 


Bonds 


Investing  in  bonds  is  as  fraught  with  pit- 
falls as  investing  in  stocks.  Here  are  some 
things  you  need  to  know  before  trying 
your  skill  at  bond  buying. 

Fine  print  primer 
for  bondholders 


By  Jack  Willoughby 
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Jerome  Muldowney 
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Jerome  Muldowney,  president  < 
a  money  management  arm 
insurer  American  alternation 
Group,  couldn't  believe  his  eyes  whe 
he  opened  his  mail  in  January.  Lav 
yers  for  Arizona  Public  Service,  a  suj 
sidiary  of  Pinnacle  West  Capital,  wej 
writing  to  ask  for  his  help  in  a  leg 
case.  Eighteen  months  ago  this  utili^ 
had  stiffed  him  by  redeeming  $1J 
million  of  1 1  Vi%  bonds  28  years 
ly.  Before  the  call,  the  high-coup 
bonds  were  trading  at  a  premiv 
$109  per  $100  of  par  value.  The 
forced  Muldowney  to  hand  the  bon<] 
back  in  at  par,  a  9-point  loss.  Now  i 
utility  was  being  sued  by  the  bonj 
holders,  and  it  had  the  gall  to  ask  hij 
to  testify  on  its  behalf.  "What  an 
teresting  legal  process  we  have," 
says  dryly. 

In  the  end,  Muldowney  answered! 
subpoena  from  the  utility,  but  n{ 
before  doing  everything  he  could 
help  the  other  side,  too.  (The  case 
still  pending.)  But  lawsuits  or  no  la\| 
suits,  bondholders  must  learn  to  lc 
before  investing,  he  says.  That's  harl 
er  for  individual  investors  than  f| 
Muldowney,  managing  $2.4  billion : 
bonds,  but  not  impossible  if  they  re 
their  prospectuses  carefully. 

Early  calls  are  just  one  hazard, 
other    is    junkification — your    hig 
grade  debt  turns  to  junior  debt  in  I 
recapitalization.  Some  Colt  Industrij 
debentures  dropped  almost  20%  ove 
night  in  a  restructuring,  Muldown^ 
says.  Another  risk,  for  investors 
convertible  bonds  (see story, p.  222),\ 
a  sudden  loss  when  a  takeover 
stroys  the  conversion  feature. 

To  Muldowney,  42,  the  sandba 
ging  of  the  Arizona  utility  bondhol| 
ers  was  just  one  more  indication 
how  the  balance  of  bargaining  po\ 
has  tipped  from  the  holders  to 
issuers  of  debt.  A  bond  indenture 
the  terms  of  the  issue — was  once| 
bulwark  for  the  protection  of  inve 
tors.  It  would  have  guarantees  to 
sure  that  the  collateral  behind  tl 
bonds  was  not  impaired,  that  fum 
were  set  aside  in  advance  to  reti 
debt,   that   liquidity  and  net  wor 
were   maintained   at   certain   leve 
Now  the  indenture  is  a  minefield 
buried  paragraphs  that  can  explode 
the  bondholder's  face. 

Why    does    a    surprise    call    mal 
bondholders  so  irate?  Because  it  tur 
the  bond  into  a  very  lopsided  bet. 
rates  go  up,  the  holder  is  stuck  with 
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Go  with 
the  long-term 
winners. 
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In  investments,  as  in  most  other  areas  of 
life,  there  are  two  types  of  winners:  those  who 
enjoy  success  that  is  sudden  and  fleeting,  and 
those  who  perform  consistently,  year  after 
year.  Twentieth  Century's  Select  and  Growth 
Investors  have  both  outperformed  97  percent 
of  all  mutual  funds  that  are  tracked  by  Lipper 
Analytical  Services,  Inc.,  for  each  10-year 
reporting  period  for  the  past  15  years!  That's 
the  kind  of  winning  performance  we've  become 
recognized  for  at  Twentieth  Century.  To  find 
out  more,  write  or  call  for  an  Information  Kit 
and  Prospectus.  Please  read  the  Prospectus 
carefully  before  investing. 

Call  toll-free: 

1-800-345-2021 


»J  begins  on  .1 


do  no!  prci 
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RO.  Box  41^:00,  Kansas Citv,  MO  h-mi-hJOO 


Why  does*  a  surprise  call 
make  bondholders  so  irate? 
Because  it  turns  the  bond 
into  a  very  lopsided  bet.  If 
rates  go  up,  the  holder  is 
stuck  with  a  low-yielding 
investment  that  he  can't 
unload  except  at  a  capital 
loss.  But  if  rates  go  down, 
the  issuer  calls  the  deal 
off.  Heads  I  win,  tails  we 
start  over. 


low-yielding  investment  that  he  can't 
unload  except  at  a  capital  loss.  But  if 
rates  go  down,  the  issuer  calls  the  deal 
off.  Heads  I  win,  tails  we  start  over. 

Consider  the  asset  sale  clause,  orig- 
inally designed  to  protect  the  bond- 
holder. It  typically  requires  a  utility  to 
refund  debt  if  it  sells  off  the  plant  that 
the  bond  financed.  But  Arizona  Public 
Service  sprang  its  clause  like  a  trap 
when  it  sold  and  leased  back  its  Palo 
Verde  2  generating  plant.  The  "buyer" 
of  the  plant,  an  entity  set  up  for  the 
purpose,  floated  some  bonds  that 
looked  a  lot  like  the  1 1  '/is  that  were 
being  canceled — except  that  they  car- 
ried rates  as  low  as  9% . 

Says  Muldowney:  "The  days  of 
bond  heaven  are  over.  Even  large  in- 
surance companies  now  trade  bonds 
more  actively."  Last  year  he  turned 
over  half  his  portfolio.  Keep  this  in 
mind,  investor,  before  buying  a  bond 
and  sticking  it  away — literally  or  figu- 
ratively— in  a  strongbox. 

Bondholders  are  up  against  some 
smart  antagonists.  Salomon  Brothers, 
for  instance,  has  a  nifty  computer  pro- 
gram that  tells  issuers  how  to  cut 
their  interest  costs  by  selective  bond 
calls.    Who's   working   on   Muldow- 


Experts     like     Nanc 
whose  Drucker  Finan 
Bowdoinham,   Me 


in 
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ney's  side? 
Drucker,  57, 
cial  Services 
rates  utility  bonds  for  redemptioi 
risk.  She  considers,  for  example,  sev 
eral  high-coupon  issues  from  Con 
sumers  Power  (subsidiary  of  CMS  En 
ergy)  highly  vulnerable  to  early  retire1 
ment  this  summer. 

The  Consumers  Power  bonds  hav 
a  sinking  fund.  Sinking  funds  are  pro 
visions  for  the  gradual  retirement 
bond  issues — something  akin  to  th 
monthly  payments  a  homeowne 
makes  to  amortize  a  mortgage.  Th 
idea  is  to  protect  the  lender.  The  bon. 
indenture  demands  that  the  utility  re 
tire  a  certain  percentage  of  the  issu 
every  year,  either  by  buying  the  bond 
in  the  open  market  or  by  selectin 
them  by  lot  for  redemption  at  par.  1 
interest  rates  have  risen  since  th 
bonds  were  issued,  the  bonds  will  b 
trading  at  a  discount,  but  the  sinkin. 
fund  will  help  support  the  price  of  th 
bonds  in  the  secondary  market,  h: 
these  circumstances,  needless  to  say 
the  issuer  will  do  the  minimun 
amount  of  early  retirement  it  can  gc 
away  with. 

But  what  if  interest  rates  have  fall 


Either  you  take  charge  of  change 
or  change  takes  charge  of  you." 


Bob  Hatcher,  J&H  Chairman,  on 
insurance  industry  change 

The  insurance  erunc  h  disturbed  a  lot 

of  traditional  relationships  between 
insurers  and  insureds 

Corporations  found  themselves  in  the 
kind  of  fixes  the  usual  ideas  couldn't  solve. 

That  s  the  kind  of  change  that  realh, 
puts  you  to  the  test 

One  of  our  responses  was  t<  I  take  the 


lead  in  developing  alternative  market 
programs  Some  people  in  the  industry 
raised  their  eyebrows  at  that 

But  traditional  insurance  isn't  the  only 
game  in  town. 

Clients  know  that.  We  know  that. 

Si )  we  are  making  sure  our  thinking 
matches  theirs. 

In  the  long  run.  the  industry's  going  to 
be  better  off. 


lOHNSON 
J&OIGGINS 


Innovation  Driven  by  Experience 
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Bonds 


i?  Then  the  issuer  will  do  all  the 
nking  it  can  get  away  with,  and  the 
llucky  bondholders  whose  numbers 
ime  up  in  the  lottery  have  to  hand  in 
ieir  bonds  and  reinvest  at  lower 
tes.  Consumers  Power  has  a  clause 
at  allows  it  to  double  its  $3  million 
inual  sinking  fund  purchase.  Not 
irprisingly,  it  has  exercised  the  op- 
jnonthe  ll3/8sof  1994. 
Utilities  have  become  very  adept  at 
ming  seemingly  pro-investor  bond 
ovisos  into  weapons  to  be  used 
ainst  the  investor.  Another  dodge 
volves  the  maintenance  and  re- 
acement  clause.  Decades  ago,  this 
as  inserted  in  bond  indentures  to 
otect  investors  from  the  spendthrift 
'iwer  company  that  might  let  its 
ant  go  to  pot  while  paying  lavish 
vidends  to  stockholders.  The  clause 
quired  the  utility  to  spend  a  fixed 
rcentage  of  revenue  for  upkeep;  un- 
ent  money  from  this  allotment 
)uld  have  to  be  used  to  redeem  debt, 
lis  April,  Central  Maine  Power 
inned  investors  by  announcing  that 
would  use  its  maintenance  fund  to 
ieem  $26  million  of  its  12V4S  of 
13  at  par.  These  were  bonds  that 
:re  trading  at   107  when  the  an- 


nouncement went  out.  Drucker  says 
Consumers  Power  will  very  likely  use 
a  "maintenance"  fund  to  call  in 
about  $50  million  of  its  123/ss  of  2010 
next  year. 

What  is  the  individual  investor  to 
do?  One  response  is  to  retreat  to  the 
safety  of  U.S.  Treasury  bonds,  most  of 
which  are  utterly  noncallable.  The 
other  is  to  brave  the  higher-yielding 
corporate  market,  but  find  ways  to 
minimize  the  hazards.  Muldowney's 
advice: 

•  Consider  ironclad,  no  excuses,  non- 
callable  debt.  Examples:  CSX  Corp.  9s 
of  2006  and  Dow  Chemical  85/ss  of 
2006.  You  get  a  slightly  lower  return, 
but  you  don't  get  stiffed  if  interest 
rates  fall. 

•  Alternatively,  buy  deep  discount 
bonds  with  a  good  yield  to  maturity.  If 
a  bond  is  trading  at  80,  there  is  little 
likelihood  it  will  be  called  early  at 
100 — and  no  harm  if  it  is.  The  Mobil 
Alaska  Pipeline  Co.  8.45s  of  2005,  for 
example,  recently  traded  at  87%  for  a 
yield  to  maturity  of  10%. 

•  Be  wary  of  ultra-long-term  bonds 
where  the  economic  underpinning  of 
long-term  finance  is  in  question.  The 
telephone  system  today  is  no  longer 


the  staid  old  monopoly  whose  40-year 
bonds  are  beyond  reproach.  Says  Mul- 
downey:  "It  used  to  be  that  we  never 
bought  a  gas  (pipeline]  bond  that  ex- 
tended past  the  life  of  the  reserves." 
Now  investors  are  blithely  buying  30- 
year  paper  from  Transcontinental  Gas 
Pipeline  Corp.,  whose  nine-year  re- 
serves are  dwindling. 

•  If  you  are  interested  in  convertibles, 
consider  one  of  the  newer  ones  with  a 
clause  that  will  protect  your  interests 
in  the  event  of  a  takeover.  Example: 
Compaq  6V2S  of  2013.  What  about  the 
risk  of  downgrading  a  la  Colt,  where 
company  management  itself  is  to 
blame  for  the  damage?  So  far  bond 
issuers  haven't  been  very  enthusiastic 
about  protecting  investors,  but  pres- 
sure from  bond  buyers  may  eventual- 
ly force  them  to. 

•  Make  sure  your  broker  has  access  to 
a  directory  of  call  and  redemption 
clauses.  Merrill  Lynch  customers  can 
get  a  copy  of  Eunice  Reich's  "Electric 
Utility  Special  Redemption  Study." 

In  short,  take  nothing  for  granted. 
Know  what  you  are  buying  in  a  bond 
just  as  carefully  as  when  you  buy  a 
stock  or  anything  else.  There  are 
bonds  and  there  are  bonds.  ■ 


A 
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Convertible  bonds  and  preferreds  are  for 
fence-sitters.  They  offer  some  of  the  appreci- 
ation potential  of  stocks  with  less  risk. 


The  mixed  bag 


By  Ben  Weberman 
and  Jason  Zweig 


It's  too  much  to  ask  for  a  security 
that  won't  go  down  in  bear  markets 
and  will  outperform  others  in  bull 
markets.  But  convertible  issues  aim 
in  that  direction.  They  provide  a  mod- 


est hedge  against  a  stock  market  de- 
cline while  participating  at  least 
somewhat  in  market  advances. 

A  convertible  bond  is  a  hybrid  of 
fixed  income  and  equity.  Think  of  it 
as  a  stock  with  a  little  bond  flavor 
added  or  as  a  bond  with  a  stock  war- 
rant attached. 


Companies  issue  convertibles  in  cl 
der  to  save  on  interest  costs.  An  issu 
that  might  have  to  pay  11%  on 
straight  bond  might  get  away  with 
7%  coupon  on  debentures  that  can  I 
exchanged  into  common  stock.  (Eac 
debenture  may  be  turned  in  at  fa< 
value  to  buy  shares  from  the  compai 
at  a  predetermined  price.)  The  neg 
tive  for  the  issuer  is  the  risk  of  dilu 
ing  its  stock.  If  the  company  far 
well,  those  bonds  one  day  will  1' 
turned  into  shares. 

Investors  like  convertibles  becau 
they  get  a  piece  of  the  action  if  the  stot 
takes  off.  They  convert  their  bonds  in  i 
shares  and  reap  a  big  capital  gain.  Nj  i 
as  big  as  the  gain  on  a  pure  sto< 
position,  but  big.  At  the  same  time  th< 
have  some  protection  against  a  cdl 
lapse  in  stock  prices.  The  bond  remair 
a  claim  on  the  company's  assets,  witl 
fixed  maturity  value  and  a  guarantee 
semiannual  coupon. 

Convertible  preferreds  have  no  mil 
turity.  Like  convertible  bonds,  co 
vertible  preferreds  retain  value  i 
fixed-income  investments  even  if  tl 
underlying  stocks  fare  poorly.  Als 
convertibles  almost  always  pay  mo 
in  current  income  than  the  commo' 

Papermaker     Champion     Intern1 
tional  has  a  6'/2%  bond  out,  convei  - 
ible  into  28.8  shares  of  common.  Wi 
the  common  recently  trading  at  33'! 
the  convertible  is  worth  $960  if  iri 
mediately  turned  into  stock.  But 
smart  bondholder  wouldn't  convey 
The  bond  has  a  much  better  yieB 
than     the    common — $65     a    yeM 
against  the  $29  a  year  in  dividen 
from  28.8  shares  of  stock. 

As  it  happens,  the  convert  was  tra 
ing  recently  at   110,   or  $1,100  pj! 
$1,000  face  value  bond.  Someone  bu 
ing  the  bond  is  paying  a  $140  prerr 
um    to    buy    Champion    stock   tin 
roundabout  way.  This  sum  is  callec 
conversion  premium.  With  a  yield  *    . 
vantage  that  starts  out  at  $36  a  yelj 
(see  table,  opposite),  the  convertible  i 
vestor  can  expect  to  earn  back  rJ 
premium  in  about  four  years.  This 
known  as  the  break-even  period. 

What  if  Champion  stock  goes  up 
bit?  The  bond  will  move  68%  as  far 
the  common,  according  to  Value  Um 
<  oni'ertibles,  which  rates  585  issues, 
the  stock  goes  down,  the  bond  will 
down  only  60%  as  far.  Why  does  tli 
bond  hold  up  better  in  a  down  mil 
ket?  Because  it's  a  bond,  in  this  ca"J 
with  a  6'/2%  coupon  and  a  $1,000  m 
turity  value  in  2011.  Stripped  of  if 
conversion  privileges,   such  a  boi 
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Duld  trade  at  about  64,  i.e.,  $640. 
[plains  Erik  Granade,  convertible 
alyst  at  PNC  Financial:  "When  the 
jck  market  declines,  these  deben- 
res  and  preferred  shares  behave 
ore  like  bonds  than  equities." 

,  Are  convertibles  for  you?  Depends 

your  attitude  toward  risk  and  your 

vestment  objectives.  If  you  want  a 

nd  with  a  kind  of  lottery  ticket  on 

,  e  stock  market,  buy  one  with  a  very 
gh  conversion  premium.  Such  a 
nd  trades  close  to  its  pure  bond 

ilue.   The   conversion   privilege   is 

iiy  out  of  the  money  now,  but  it 
uld  pay  off  some  day.  An  example  is 
e  MCI  73/4s  of  2003,  trading  at  %9Vi. 
CI  common  would  have  to  move  up 
%  before  the  shares  received  on 
aversion  would  be  worth  the  face 

i  lue  of  the  bond. 

;[f,  on  the  contrary,  you  basically 
mt  the  stock  but  would  like  a  safety 
t,  buy  a  convertible  costing  not  too 
jch  more  than  its  conversion  value, 
tat  kind  of  convert  will  go  up  and 
wn  about  the  same  as  the  stock,  but 
:he  stock  collapses  completely,  the 
nd  will  go  down  less. 
This  latter  sort,  however,  normally 
)vides  only  scant  protection.  Take 
:  Federal  National  Mortgage  43/8S  of 


1996,  trading  recently  at  203%  and 
convertible  into  $2,038  worth  of 
stock.  The  conversion  premium  is  ef- 
fectively nil.  This  bond  is  a  stock  in 
all  but  name.  Its  pure  bond  value, 
however,  is  only  $480.  Thus  the  stock 
and  bond  will  move  in  tandem.  If  the 
stock  lost  three-quarters  of  its  value, 
the  bond  would  not  be  far  behind. 
Only  if  the  stock  lost,  say,  nine-tenths 
of  its  value  would  the  bond  fare  much 
better  than  the  stock. 

So,  for  cautious  investors,  the  first 
type  of  convert  is  the  appropriate 
buy — the  type  where  the  conversion 
premium  is  moderate  to  large.  PNC's 
Granade  likes  Champion  for  this  rea- 
son. Equally  important,  he  likes  the 
outlook  for  the  company,  which  will 
benefit  from  the  weak  dollar  and  its 
presence  at  the  high  end  of  the  indus- 
try— coated  and  white  paper. 

There  are  some  traps  for  the  un- 
wary. One  is  the  call  feature.  The 
Champion  6V2S,  for  example,  are  call- 
able if  their  conversion  value  tops 
$1,400  and  stays  there  for  a  while. 
You  can  convert  before  the  security 
has  to  be  handed  in,  and,  of  course, 
you  will.  Is  that  so  bad,  being  forced  to 
convert  at  a  40%  gain  on  the  original 
$1,000  investment?  Yes.  Remember, 


some  of  the  value  of  a  convertible  lies 
in  the  fence-sitting.  You  hold  the 
bond  as  a  substitute  for  the  common 
stock  but  always  have  the  pure  bond 
value  to  fall  back  on  if  the  stock  takes 
a  dive.  A  forced  conversion  pushes 
you  off  the  fence. 

The  other  hazard  is  a  takeover  or 
leveraged  buyout  of  the  issuer.  A  con- 
vertible holder  finds  that  all  underly- 
ing common  is  to  be  eliminated,  end- 
ing conversion  rights.  He  has  two  un- 
palatable choices.  He  can  convert  and 
tender  his  stock,  thereby  losing  the 
conversion  premium.  In  the  case  of 
the  Champion  dVis,  that  would  be  an 
immediate  $140  loss  (offset,  of  course, 
by  the  premium  being  paid  for  the 
stock  in  the  tender  offer).  Alternative- 
ly, he  can  hold  on  to  the  bond.  Then 
he  holds  the  subordinated,  low-cou- 
pon debt  of  a  private  and  probably 
highly  leveraged  company.  That  will 
likely  result  in  a  yet  bigger  loss. 

A  perfect  investment  vehicle?  No, 
nothing  is.  But  converts  belong  in  ev- 
ery smart  investor's  bag  of  tricks.  In 
the  table,  we  present  the  basic  statis- 
tics on  15  convertibles  that  Granade, 
Gregg  Bonardi  of  Value  Line  and  Pres- 
ton Harrington  of  Merrill  Lynch  find 
appealing  at  current  prices.  ■ 


Have  it  both 

ways 

These  five  convertible  preferred  stocks  and  ten  con-      potential  value  inherent 
vertible  bonds  have  some  of  the  capital  gain  potential      into  stock,  they  retain 
of  common  stocks  but  not  all  of  the  risk.  Beyond  the     fixed-income  securities. 

in  the  right  to  convert 
an  underlying  value  as 

them 
pure 

Convert 
sue/terms                                                     price 

Shares 
on  con- 
version 

Share 
price 

Convert 
premium 

Break- 
— Current  yield —                 even 
convert             stock          time  (years] 

Fixed- 
income 
value 

rmco/$2.10                                                     23  Vi 

1.27 

95/s 

92% 

8.9% 

0.0% 

5.4 

$16 

ameron  Iron  Works/$3.50                             46'/2 

2.17 

14% 

45 

7.5 

0.3 

4.2 

30 

IGNA/S4.10                                                      46 

0.73 

46 '/i 

35 

8.9 

6.4 

6.2 

39 

nisys/$3.75                                                     61% 

1.67 

33% 

10 

6.1 

3.0 

2.7 

33 

eyerhaeuser/$2.625                                       36'/2 

0.69 

36% 

43 

7.2 

4.1 

6.9 

25 

irnup  &  Sims/12%  of  2000                            90 

51.9 

14 

24 

13.3 

0.0 

1.4 

77 

hampion  Intl/6.5%  of  2011                         108 

28.8 

33'/. 

13 

6.0 

3.0 

3.4 

61 

urr-Fillauer/8.5%  of  2010                              99Vi 

72.6 

12 

14 

8.5 

1.5 

1.7 

71 

asco/5.25%  of  2012                                       83'/4 

23.4 

27% 

30 

6.3 

1.5 

4.5 

54 

CI/7.75%  of  2003                                            S9Vi 

38.4 

14 

67 

8.7 

0.0 

4.6 

69 

iniscribe/7.5%  of  2012                                   82 

52.1 

10% 

46 

9.2 

0.0 

3.5 

58 

atl  Med  Ent/9  %  of  2006                              1 05  Vi 

40.3 

23% 

10 

8.5 

2.7 

1.4 

83 

lsten/7%  of  2013                                          105 

30.4 

27% 

26 

6.7 

0.7 

3.4 

62 

inity  Inds  Leasing/6.75%  of  2012               1 13 

30.7 

34% 

7 

6.0 

1.5 

1.5 

60 

oited  Brands/5.5%  of  1994                          101 

54.5 

17'/8 

8 

5.5 

1.2 

3.4 

69 

Sources:  Merrill  Lynch:  PNC  Financial:  Value  Line:  Forbes. 
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Bonds  are  useful  today  for  speculators  as  well  as  for  long-terr 
investors.  Todays  smart  bond  trader  analyzes  bonds  with  an  ey 
on  the  stock  market.  Here's  how  its  done. 


Where  credit 
is  due 


By  John  Heins 


T|oday's   smart    investor   will 
look  at  bonds  as  well  as  stocks. 
It's  a  slightly  different  game,  but 

there  are  some  similarities.  In  either 

case,  you  need  to  do  a  fair  amount  of 

homework. 
Analyzing  corporate  bonds  used  to 

be  a  real  snooze:  crunch  a 

few  historical  balance  sheet 

ratios,  such  as  debt  to  total 

capital,  and  check  the  Stan- 
dard &  Poor's  or  Moody's 

rating. 
That  won't  do  now.  The 

bond  market  swings  wildly 

these  days,  and  it  is  loaded 

with  issues  that  an  earlier 

generation    wouldn't    have 

touched.  Today  debt  secun- 

ties  of  55%  to  60%  of  all 

industrial  companies 

tracked  by  S&P  are  rated 

below     investment     grade 

(which   means   lower   than 

BBB-  or  under  Baa3  in  the 

Moody's      system).      One 

thing  that  puts  bond  analy- 
sis into  new  territory  is  a 

changed     attitude     toward 

debt.  Once  debt  had  to  be 

secured  by  tangible  proper- 
ty. But  today  debt  is  often 

incurred  to  buy  businesses  at  prices 

that  are  far  in  excess  of  the  value  of 

the  physical  assets.  So  cash  flow  is 

what  counts. 

i  analysis  has  clearly  moved 

Erom  the  balance  sheet  and  to- 

lcome    statement,"  says 

nanaging  director  of  cor- 

bond    research    at    Salomon 

i  ithei  words,  bond  invest- 


ing is  now  a  lot  more  like  stock  in- 
vesting. 

Thus  bond  prices  are  sensitive  not 
only  to  the  direction  of  interest  rates 
but  also  to  the  fortunes  of  the  compa- 
ny that  incurs  the  debt.  This  can  cre- 
ate opportunities  for  smart  specula- 
tors in  bonds  as  in  stocks.  If  a  com- 
pany's fortunes  improve,  the  price  of 


its  bonds  may  go  up.  And  vice  versa. 
Standard  &  Poor's  and  Moody's  are 
doing  what  they  can  to  keep  up.  They 
now  put  more  emphasis  on  things  like 
future  cash  flow  and  operating  mar- 
gins in  arriving  at  a  rating.  But  they 
still  sometimes  react  too  slowly  to 
changing  risk  levels  of  bond  issuers. 
And  when  the  big  raters  misrate  a 
bond,  there  is  good  chance  the  bond  is 


also  mispriced. 

Marko  Budgyk,  manager  of  cre( 
analysis  at  Los  Angeles-based  firu 
cial  consultants  Houlihan,  Lok< 
Howard  &  Zukin,  has  come  up  with 
ingeniously  simple  way  to  spot  lik< 
mispricings.  If  bonds  are  trading  m( 
like  stocks,  he  argues,  why  not  i 
stock  market  values  to  help  analyzi 
company's  bonds?  Budg 
says  there  is  a  direct,  m\ 
surable  relationship 
tween  a  company's  eq 
and  debt  values. 

Budgyk  tracks  some  5 
publicly  traded  debt  issu< 
and    ranks    their    relati 
credit  quality  based  prim 
lly  on  the  interplay  of  thr 
variables:  market  value, 
verage  and  volatility.  Lev 
age  is  a  measure  of  the 
tion  of  debt  to  equity 
business  has  $100  milli 
of  assets  financed  by  $ 
million  of  debt  and  $50  m 
lion  of  net  worth,  then  dc 
is  50%  of  total  capital,  is' 
ly  high  by  historic  nonnj 
Stated  in  this  form,  t 
debt  ratio  is  like  the  lo; 
to-value  ratio  computed 
a  home  lender.  If  you  hav 
$50,000     mortgage    on 
$100,000  house,  your  ratio  of  debt! 
total  capital  is  50%. 

Now  turn  this  ratio  around  and  y 
know  how  heavily  leveraged  your 
vestment  is.  Every  10%  move  up 
down  in  the  value  of  the  house  cau.' 
a  $10,000,  or  20%,  move  in  the  val 
of  your  equity. 

Leverage  is  one  of  the  classic  toi 
of  bond  analysis.  Budgyk,  howev 
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THE  COMPANIES  OFAMERITECH 
I  Rf  LIGHTING  THE  WAY  TO  THE  COMMUNICATIONS  FUTURE. 


*ieritech's  business  is  helping  people  send, 
r(  eive  and  use  information  in  any  form,  any 
Ere  and  anywhere. 

X/e're  a  major  force  in  communications. 
r  ?  parent  of  the  Ameritech  Bell  companies 
d  llinois,  Indiana,  Michigan,  Ohio  and 
Jficonsin.  With  leading  companies,  too,  in 
I  ular  mobile  phone  service,  voice  and 
i<a  products  and  services,  computer  soft- 
we,  directory  publishing,  lease  financing 
n|J  technology  development. 

\o  keep  growing,  we  keep  investing  in 
3!  ability  to  meet  the  total  information 
"I'j'ds  of  our  customers. 

Ve're  expanding  our  advanced  communi- 
a'  ons  network.  Installing  thousands  of 


miles  of  fiber  optic  cable  and  hundreds  of 
digital  switching  systems.  Adding  to  the 
digital  services  that  will  increase  the  reve- 
nues from  our  network.  Combining 
world-class  technology  and  \oca\  service 
capabilities  to  strengthen  our  competi- 
tive position  in  every  market  we  serve. 
Ameritech's  investment  in  the  future 
could  mean  a  brighter  future  for  your 
investments. 


ssmciti  f  c  vft 


s  Bell   Indiana  Bell   Michigan  Bell   Ohio  Bell   Wisconsin  Bell  Ameritech  Applied  Technologies  Ameritech  Communications 

Ameritech  Credit  ADR  Ameritech  Mobile  Communications  Ameritech  Publishing  Ameritech  Services 
(3  Ameritech 


We  designed  a  brand  new  vehicle  for  retirement 


plans 


Nowadays,  it's  not  unusual  to  see  people 
over  55  traveling  at  55. 

More  and  more  older  Americans  are  taking 
untraditional  routes  to  retirement.  It's  a  fact 
it's  been  overlooked  by  a  lot  of  companies  that 
aditional  pension  investments. 
But  it  isn't  overlooked  at  Capital  Holding. 
.  e  retirement  products  that  are  as 
as  our  customers. 
our  Indexed  Guaranteed  Interest 
hrough  our  subsidiary,  Capital 
took  a  conventional  institutional 
ind  souped  it  up  with  a 


high-powered  investment  strategy. 

Indexing  our  GICs  gives  them  interest  r 
that  are  competitive  with  the  market.  Yet  the 
provide  the  guaranteed  safety  their  name  irr 

We  also  offer  products  to  help  millions  < 
Americans  plan  for  their  own  retirement. 

Our  single-premium  annuities  and  insu 
plans  can  make  retiring  on  a  company  pens 
little  more  comfortable. 

Our  new  variable  annuities  and  life  con 
tracts  give  people  a  variety  of  investments  tc 
crease  their  capital  while  still  offering  the  se 
of  insurance  products. 


Uid  our  UniversaLife™  insuran  :e  plans 
jje  protection  while  paying  current  interest 
In  the  accumulating  cash. 
Iiturally,  products  this  innovative  need  to 
>j  with  just  as  much  imagination. 
Ej  we  market  our  retirement  plans  through 
■ice  agents,  stockbrokers,  financial  plan- 
ijension  fund  managers  and  trust  officers. 
kit  talent  for  designing  new-fashioned 
Hient  programs  for  institutions  and  indivi- 
iias  helped  our  assets  reach  over  $10  billion. 
I  jven  our  customers  the  vehicles  to  reach 
r  'inset  years.  No  matter  how  they  travel. 


To  learn  more  about  Capital  Holding  and 
all  our  retirement  products,  write  to  John  Franco, 
President,  Accumulation  and  Investment  Group, 
Capital  Holding,  680  Fourth  Ave.,  Louisville, 
KY  40202. 


CapitaMolding 

Money  managers  for  5  million  people 

Capital  Initiatives  Corporation     Commontoealth  Life  Insurance  Company 

First  Deposit  Corporation     National  Liberty  Corporation 

Peoples  Security  Insurance  Company     Worldwide  Insurance  Group 


goes  one  i>tep  beyond  the  traditional 
analysts  who  compute  leverage  in 
terms  of  debt  versus  historical  cost  of 
assets.  He  looks  at  the  company  as  a 
businessman  would:  not  what  the  as- 
sets cost  originally  but  what  they  are 
worth  today.  It's  like  applying  for  a 
home  equity  loan  on  the  basis  of  a 
recent  appraisal  rather  than  the  price 
you  paid  for  the  house  ten  years  ago. 
An  appraisal  of  a  company's  assets 
is  right  at  hand — in  the  stock  market. 
Simply  add  the  value  of  a  company's 
shares  outstanding  to  the  total  debt. 
Suppose  a  company  with  $50  million 
(book  value)  of  shareholders'  equity 
and  $200  million  of  debt  has  a  market 
value  of  $200  million.  Then  its  assets 
aren't  worth  the  $250  million  stated 
on  the  books  but  probably  more  like 
$400  million.  Leverage  is  not  5-to-l 
($250  million  of  assets  atop  $50  mil- 
lion of  equity)  but  2-to-l  ($400  mil- 


lion of  assets  against  $200  million  of 
equity).  The  bonds  are  safer  than  they 
at  first  appear  to  be. 

A  perfect  example  is  Tele-Commu- 
nications, the  cable  operator.  Com- 
puted in  the  usual  way,  its  leverage  is 
a  scary  7-to-l.  But  on  the  basis  of 
equity  market  values  its  leverage  is 
only  2-to-l. 

Volatility  is  computed  the  way  a 
stock  market  watcher  might  compute 
it:  by  the  annualized  standard  devi- 
ation of  changes  in  the  stock  price  as 
indicated  by  its  behavior  over  the  last 
six  months.  A  standard  deviation  is  a 
statistical  measure  that  can  be 
thought  of  as  how  far  a  stock  might 
move  up  or  down  in  a  typical  year. 
The  more  volatile  the  stock,  says  Bud- 
gyk,  the  riskier  the  bond. 

As  is  the  custom  among  bond  trad- 
ers, Budgyk  thinks  of  pricing  in  terms 
of  how  much  of  a  yield  premium  a 


bond  offers  over  Treasury  securities 
comparable  maturity.  Food  compai 
Castle  &.  Cooke  has  some  8.5%  d 
bentures  outstanding  that  were  iJ 
cently  trading  at  82,  for  a  yield 
maturity  of  11.8%,  a  2.6%  yield  a 
vantage  over  the  relevant  Treasu 
bonds.  The  low  stock  volatility  ai' 
low  leverage,  however,  indicate  tb 
this  is  a  very  well-secured  bond  th 
needs  a  yield  premium  over  Treasur 
of  only  1.3%.  So,  Houlihan,  Lok 
rates  it  a  potential  buy. 

It's  easy  to  see  where  traditior  J 
analysis  will  understate  the  quality''! 
the  Castle  &  Cooke  bond.  Eamin* 
are  improving  but   spotty.   But  t- 
stock  market  recognizes  some  exc* 
lent  collateral  in  the  company—^ 
eluding  some  150,000  acres  of  Haw 
ian  real  estate. 

In  practice,  bond  analysis  can  ge . 
little  more  complicated.  Budgyk  all 


Ties  that  bind  stocks  and  bonds 

Bonds  are  trading  more  like  stocks  these  days 
use  stock  market  values  to  help  analyze  a 

,  so  why  not      bonds?  Using  hints  from  the  stock  market,  analyst 
company's      Marko  Budgyk  finds  these  bonds  to  be  mispriced. 

Company/issue 

Recent 
price 

Leverage1 

Volatility2 

S&P 
rating 

Expected 
rating 

Actual 
yield 

actual3 

Yield  premium- 
expected3   di 

Keren 

BUY 

. 

Home  Shopping  Network/ 1 1  V«%  of  1 996 

84 

1.76 

77% 

B  + 

B  + 

15.3% 

6.2% 

3.6% 

2.6'| 

Cordis/ 12'/.%  of  1999 

88 

1.13 

47 

not  rated 

BB- 

14.5 

5.3 

3.2 

2ljj 

Fluor/9 '/>%  of  1993 

92 

1.15 

50 

BB 

BBB  + 

11.7 

2.8 

1.0 

18T 

I 

Triangle  Inds/1 1  '/i%  of  2003 

83 

3.19 

35 

B- 

BB- 

14.3 

5.0 

3.2 

18§ 

Castle  &  Cooke/8  '/i%  of  1997 

82 

1.26 

32 

B  + 

BBB- 

11.8 

2.6 

1.3 

131 

Tele-Comm/1 1  Vi%  of  1995 

96 

2.14 

41 

B 

BBB 

12.4 

3.5 

2.4 

l.ll 

UDC-UnivDevLP/12'/4%  of  1993 

95 

1.62 

39 

B 

B 

13.6 

4.9 

4.0 

0.91 

United  Telecomm/ 1 1  %  of  2000 

101 

2  13 

25 

BBB 

A 

10.9 

1.6 

0.8 

Oil 

Phil  Electric/  10H%  of  1996 

97 

2.27 

25 

BB  + 

BBB- 

10.9 

1.8 

1.2 

Oil 

Sherwin-Williams/5.45%  of  1992 

85 

1.08 

47 

BBB* 

A- 

10.1 

1.4 

0.9 

0.5^ 

SELL 

International  Tech/9V«%  of  1996 

95 

1.85 

111 

CCC  + 

CCC  + 

10.3 

1  2 

5.4 

i  H 

Vyquest/13V4%  of  2001 

96 

5.08 

104 

ccc  * 

CC 

14.4 

5.2 

9.0 

Orient  Express  Hotels/ 10%%  of  1998 

81 

4.08 

92 

B  + 

CCC- 

13.9 

4.6 

6.8 

General  Cinema/944%  of  1997 

96 

1    74 

50 

BBB 

BB 

10.0 

0.8 

2.9 

Amerada  Hess/7'A%  of  1996 

87 

1.64 

43 

B 

BBB 

9.5 

0.3 

2.4 

-2.1 

Insilco/9'/2%  of  1997 

97 

1.46 

37 

BBB 

BB 

10.1 

0.9 

2.9 

U 

Anchor  Glass  Cont/8V»%  of  2006 

85 

2.84 

53 

BBB 

B 

10.5 

1.0 

2.8 

-li 

i  1998 

96 

2.00 

44 

BB- 

B  + 

11.2 

1.9 

3.7 

-li 

'  ion  'ml                1  ?003 

100 

1.76 

45 

not  rated 

B- 

12.6 

3.2 

5.0 

-li 

Ind                   1992 

93 

2.03 

24 

B 

BB- 

9.7 

1.4 

3.1 

-1.7 

•  1 1  value 

li 

'Annualized  standard  deviation  ol  stock  price  based  on 
yield  to  maturin. 

price  activity  over  the  last  six  months      *Yield  premium  ov 
Source  Houlihan,  iokiy,  Howard  &  Zuktn,  In 
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akes    into    account    the 

srms  of  the  bonds,  such  as 

ow  high  the  bond  is  in  the 

ecking  order  in  event  of  a 

ankruptcy.    Subordinated 

ebentures  come  in  line  af- 

ix  general  creditors,   and 

re  therefore  riskier  than 

;nior  bonds.  Another  key 

rovision   in   the   bond  is 

hether  the  issuer  can  call 

in  earlier  than  its  maturi- 

/.  Such  a  provision  makes 

le  bond  worth  less  (see  sto- 

\',p.218). 

Overpriced     issues,     by 

udgyk's     reckoning,     in- 

:  .ude  several  highly  lever- 

$ed    companies    with    a 

ceptical  stock  market  fol- 

iwing,  including  Anchor 

lass  Container  and  Gen- 

lal    Cinema.    The    bond 

larket  has  been  particular- 

r  slow  to  reflect  the  trou- 

es     at    International     Technology 

i  orp.,  a  onetime  highflier  in  the  haz- 

dous  waste  business,  says  Budgyk. 

Budgyk's  work  has  been  available 

i  institutional  subscribers  only  since 

pnl.  But  in  a  published  report  in 


March  1987,  Budgyk  pegged  24  bond 
issuers  as  most  likely  to  run  into  trou- 
ble. Of  those,  12  are  now  in  default, 
and  3  others  escaped  default  by  being 
acquired.  Of  those  issuers  followed  by 
either  S&.P  or  Moody's,  11  have  had 


their     debt     subsequently 
downgraded. 

Budgyk's  system  isn't 
perfect.  A  takeover  may 
cause  a  stock  to  rise  but, 
depending  on  who  is  doing 
the  takeover,  may  hurt 
bond  values.  In  addition, 
the  market  may  be  wrong. 
"If  the  stock  market  misses 
something,  we  miss  it, 
too,"  says  Budgyk. 

The  tables  on  p.  228  list 
bonds  Budgyk  considers 
mispriced.  Prices  are  as  of 
May  27,  so  by  the  time  you 
read  this  the  bond  market 
may  have  moved  sharply. 
But  the  tables  contain  valu- 
able information.  The  key 
is  relative  yields.  When 
Budgyk  says  a  bond  should 
be  yielding  3  percentage 
points  a  year  more  than  a 
comparable  Treasury,  then 
you  have  a  buy  signal  if  the  bond  is  in 
fact  available  at  a  yield  of  4  percentage 
points  over  the  Treasury.  "Yield" 
here  means  yield  to  maturity,  taking 
account  of  the  discount  or  premium 
on  the  bond  as  well  as  its  coupon.  ■ 


tin 


a  gourmet  touch. 


Newly  opened  and  elegant,  The 
Inn  and  Links  at  Spanish  Bay 
offers  you  a  choice  of  incompa- 
rable pleasures. 

In  addition  to  a  elassie  links- 
land  course,  you  enjoy  the  finest 
accommodations  and  cuisines, 
from  classically  Califbrnian  to 
delightfully  Mediterranean. 

And  with  guest  privileges 
at  The  Lodge  and  Courses  at 


Pehhle  Beach,  all  the  amenities  of 
two  world-class  resorts  are 
yours.  Including  play  at  fabled 
Pebble  Beach  and  Spyglass  Hill 
courses. 

Along  17-Mile  Drive  on  California's 
magnificent  Monterey  Peninsula. 

The  Inn  and  Links  at  Spanish 
Bay.  For  reservations,  call 
1-800-654-9300. 


■.■*"* 
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Junk  bonds  have  recovered  nicely  from  the 
Oct.  19  crash,  which  means  there  arent 
that  many  bargains  right  now. 

Risk  without 
reward? 


By  Jack  Willoughby 


The  $160  billion  junk  bond 
market  recovered  very  quickly 
from  its  first  real  test — Oct. 
19 — says  Philip  Maffei,  a  founder  of 
bond  raters  McCarthy,  Crisanti  & 
Maffei.  We  use  the  term  "junk  bond" 
because  it  is  in  common  usage — the 
usual  definition  is  that  anything  rated 
BBB  or  higher  is  investment  grade  and 
everything  else  is  junk — but  by  no 
means  are  all  such  bonds  true  junk. 


At  any  rate,  this  relatively  new  ma- 
jor market  segment  has  thus  far  defied 
the  gloom  sayers.  But  the  message  for 
investors  is  that  there  are  precious 
few  bargains  there  now.  Says  Phil 
Maffei:  "We  see  fewer  buying  oppor- 
tunities than  we  did  even  seven  or 
eight  months  ago." 

McCarthy,  Crisanti  now  rates  few- 
er than  a  dozen  of  the  145  issues  it 
follows  as  buys.  This  compares  with 
about  40  last  summer.  Maffei  coun- 
sels patience.  "There's  a  very  large 


At  the junkyard 

Herewith,  buy  and  sell 
dations  from  analysts 

recommen-     thy,   Crisanti   &   Maffei 
at  McCar-     Cigna  High  Yield  Fund. 

and   the 

Company 

Issue 

Price 

Yield  to 
maturity 

BUYS 

Mattel 

14.75%  of  2000 

104 

13.8%' 

Home  Shopping 

11.75%  of  1996 

83 

15.4 

National  Gypsum 

0/15.5%  of  2004 

66': 

14.7' 

Allied  Stores 

11.5%  of  1997 

14.4 

Owens-Illinois 

0/15%  of  2003 

50 

14.42 

Caesars  World* 

13.5%  of  1997 

108W 

11.6' 

Supermarkets  General* 

14.5%  of  1997 

107'/j 

12.8' 

Hertz  Penski'" 

11.5%  of  1997 

99 

11.7 

SELLS 

Bethlehem  Steel 

8.375%  of  2001 

81 

11.2 

'I3X 

14.5%  of  1994 

115 

11.2 

MG'\ 

13%  of  1996 

99 

13.2 

Fiving  TiRer 

11  65%  of  1997 

101 

11.4' 

' 

in  High  Yield  Fund 

2 

I 
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George  M 

universe  of  companies  that  have  no 
been  LBOed  yet,"  he  says,  "so  it 
only  a  matter  of  time  before  moi 
deals  start  to  appear."  When  that  haj 
pens,  the  firm  feels,  the  supply  of  nc 
issues  will  drive  prices  down  an 
yields  up. 

Why  are  there  so  few  bargains  i 
junk  bonds?  Lots  of  former  stock  bu' 
ers  have  fled  into  fixed-income  ii 
vestments,  especially  those  that  hoi 
out  the  hope  of  high  yields.  Closei 
end  funds  dedicated  almost  $2  billio, 
to  low-quality,  high-yield  bonds  i 
the  first  quarter  of  1988  alone.  Sa) 
Maffei:  "The  mutual  funds  still  hi 
the  high-yield  market  because  the  ii 
vestor  wants  yield.  The  banks  like 
because  it  is  one  sector  where  th< 
haven't  been  burned  .  .  .  yet.  " 

Still,  holders  of  these  bonds  n 
ceived  quite  a  scare  when  the  mark 
almost  stopped  functioning  last  Octi 
ber.  Junk  bond  spreads — the  gap  b> 
tween  what  a  seller  can  get  and  what 
buyer  must  pay — widened  to  as  larj 
as  ten  points  on  some  issues.  Mor< 
over,  many  bonds  dropped  amid  wo 
ries  about  asset  sales.  "Liquidity  drit 
up  in  a  hurry,"  says  Alan  Petersei] 
who  runs  the  $260  million  Cigr 
High  Yield  Fund. 

Could  it  happen  again?  It  migh 
Much  depends  on  one  single  inves 
ment  firm,  Drexel  Burnham  Lamber 
Drexel  is  rich  and  powerful,  but 
circumstances  should  force  it  to  ste 
back  from  its  role  as  a  marketmak 
in  these  issues,  liquidity  could  agai 
evaporate.  Worries  Maffei:  "The  otb 
investment  banks  won't  be  able  i 
step  in  and  maintain  orderly  marke 
in  these  securities." 

None  of  this  is  meant  to  fnghte 
investors  away  from  the  low-qualit 
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w   we  help  farmers 

grow  more  food 

than  any  other 

company. 

And  thatsjust  one 

field  where  were 

the  biggest.) 


World  Class 


ICI  manufactures  in  40  countries  and  sells  to  over  150. 


fax-Free 
Quality. 


The  highest  total  return 
over  the  past  five  years. 

SteinRoe  Managed  Municipals 
ranked  number  one  out  of  39  gen- 
eral municipal  bond  funds  ranked 
by  Lipper  Analytical  Services,  Inc. 
for  total  return  over  the  five  years 
ending  March  31, 1988. 

How  does  SteinRoe  Managed 
Municipals  deliver  such  consistent 
results? 

By  judiciously  assembling  a  port- 
folio with  no  less  than  75%  in  the 
three  highest  grades  of  municipal 
securities. 

What  returns  has  SteinRoe  Man- 
aged Municipals  delivered? 

Average  Annual  Total  Return  for 
the  period  ended  3/31/88: 10-year 
7.81%;  5-year  12.33%;  1-year 
0.24%.  A  proven  track  record  of 
i  mtstanding  performance. 

Call  1-800-338-2550  now  for 
complete  information  on  moving  up 
to  SteinRoe  Managed  Municipals. 


CALL  24  HOURS  1-800 -338 -2550 

Please  send  me  a  prospectus  containing  more  complete  information  on 

toe  Managed  Municipals  I  will  read  it  carefully  before  I  invest  or  send 
monej  No  sales  charges  or  redemption  B  50588i65MMUN 

Name 


-    


.Stale. 


.ZIP. 


Mutual  Funds  »R0  Box  1 143  'Chicago,  IL. 6< "  ' H I 


illst 


emRoe 


MANAGED 
MUNICIPALS 


■  iues  Corporation,  I  distributor 
8  Parnham  Incorporated  1988 

value  and  reinvestment  of  income  and  capital  gains  (both 
and  l'» al  income  taxes).  The  total  return  data 
Fferenl  periods  Actual  total  return  and  prii 
■     when  redeemed,  maj  be  worth 

i  thai  the  Fund  will  achieve  its investmenl 


high-yield  market  but  simply  to  poinl 
out  that  there  is  a  lot  of  extra  rislj 
here.  It  is  worthwhile  taking  the  ris^jt 
only  if  the  yield  is  sufficiently  abov: 
that  of  higher-quality  bonds. 

Recently   the   average   spread   bell 
tween  junk  bonds  and  Treasurys  wa! 
4.8%,  between  junk  bonds  and  higr 
er-quality  corporates  3.7%.  As  Maffc,  1 
notes,  spreads  are  a  little  bit  thin  righj 
now.  But  there's  no  rule  of  thumb  ill 
comparing  these  spreads  since  eacJi 
case  is  different. 

Even  with  that  kind  of  a  yield  ac ) 
vantage,  the  risks  remain  and,  hence 
diversification  is  more  imperative  i.j 
the  junk  market  than  among  higr 
grade  corporates.  For  this  reason,  juni 
bond  funds  are  probably  the  best  aj 


Why  so  Jew  bargains  in 
junk,  bonds?  Former  stock 
buyers  fled  to  fixed-income 
investments,  especially 
high  yields.  Says  Phil 
Maffei:   'Mutual funds  still 
Wee  the  high-yield  market 
because  investors  want 
yield.  Banks  like  it  becaus* 
it  is  one  sector  where 
they  haven't  been 
burned  .  .  .  yet." 


proach  for  the  typical  investor,  eve 
though  the  management  fee  will  ci 
down  the  yield. 

For  example,  the  nine-year-o 
Cigna  High  Yield  Fund  has  never  bee 
caught  owning  a  bond  when  it  wei 
into  default.  Cigna  has  delivered  a 
average  annual  return  of  13.7%  ov( 
the  five  years  through  December,  a 
most  two  points  better  than  the  ave 
age  for  comparable  bond  funds,  a 
cording  to  Lipper  Analytical  Service 

Cigna  talks  to  the  companies  it  fo 
lows  every  six  months  and  close 
monitors  industry  conditions.  Pete 
sen  saw  signs  of  trouble  last  sumnn 
at  toymaker  Coleco  and  bailed  out  < 
the  1 1  '/ss  of  2001  in  the  high  70s;  tl 
bond  is  now  trading  at  25. 

Cigna  never  bets  more  than  3%  i 
its  portfolio  on  one  issue,  and  no  mo 
than  10%  on  any  industry.  This  kir 
of  diversification  is  impossible  f« 
most  individual  investors  to  achiev 
Other  good  junk  bond  funds  a 
Kemper  High  Yield,  Fidelity  High  L 
come  and  Eaton  Vance  High  Yield. 

For  those  interested  in  buyii 
bonds  direct,  on  the  previous  page  is 
sampling  that  experts  like  at  recei 
prices.  ■ 
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There's  a  razor  sharp  light  in  Roanoke,  Virginia . . 


The  light  of  a  laser, 

that's  used  by  a  surgeon, 

to  save  people's  lives. 

It's  helping  make  miracles 

a  daily  occurrence, 

at  one  of  Virginia's  most  important  health  centers. 

Those  people  in  Roanoke 

whose  lives  may  depend  on  that  powerful  laser, 

almost  never  think  about  where  its  power  comes  from., 

Oh  they  know  their  power  company. 

But  they  may  not  know  their  company 

is  part  of  American  Electric  Power, 

an  important  family  of  power  companies 

serving  seven  million  people, 

in  3,000  communities, 

in  seven  states. 

They  don't  realize  that  as  part  of  AEP, 

their  power  company  shares  the  strongest  electrical 

transmission  system  in  the  world. 

And  that  the  AEP  family  of  companies  has 
a  rich  and  respected  heritage 
of  pioneering  in  the  research  and 
technology  that  will  keep  its  coal-based 
electrical  system  efficient  —  and  affordable  — 
well  into  the  next  century. 

They  probably  don't  know  that  AEP 
has  a  demonstrated  history  of  thoughtful, 
concerned,  and  progressive  management 
whose  primary  considerations  are  to  meet 
the  needs  of  its  customers  and  fulfill 
the  expectations  of  its  shareowners. 

Nor  do  they  recognize  AEP's  earnest  commitment 
to  competitively  market  its  resources 
and  aggressively  promote  economic  growth 
throughout  the  region  it  serves. 

What  they  do  know, 

and  what  they  care  about  most, 

is  that  surgery  is  now  faster  and  safer. 

And  today  there  is  hope 

where  there  once  was  despair. 

People  live  longer, 
and  miracles  happen, 

Because  there's  a  laser  in  Roanoke,  Virginia. 


ss 


AMERICAN 

ELECTRIC 

POWER 


The  AEP  Companies 

Appalachian  Power  Company  •  Columbus  Southern  Power  Company  •  Indiana  Michigan  Power  Company 
■  Kentucky  Power  Company  •  Kingsport  Power  Company  •  Michigan  Power  Company  •  Ohio  Power  Company  •  Wheeling  Power  Company 


Hitachi's  wide-ranging  technologies  in  communication  (from  left  to  right): 
optical  fibers,  image  signal  processor,  advanced  telephone  exchange  system, 
satellite  communication,  and  machine  translation  system 


mmunication  is  not  simply  sending 
lessage. .  .it  is  creating  true  understanding— 
ftly,  clearly  and  precisely. 


•w  he's  trying  to  tell  me  something: 
nat  does  he  really  mean?"  In  our  world 
•liferating  technologies  and  new  termi- 
y.  this  kind  of  question  is  asked  a  lot. 
s  what  we  are  doing  about  it. 

lis  scientists  and  technicians'  long- 
joal  is  to  break  the  language  barrier. 
are  diligently  at  work  today  on  an  array 
jects  that  will  vastly  improve  the  com- 
ations  of  tomorrow. 
or  example,  we've  made  tremendous 
9ss  on  a  system  to  translate  Japanese 
iglish. 

lis  system  can  be  used  to  translate 
s  scientific/technical  papers  and 
nery/equipment  manuals.  Special 
aries"  can  be  developed  to  adapt  it  for 
is  diverse  as  medicine,  electronics 
ironautics.  Further  development  could 
III  automatic  telephone  translation  or 
riiortable  verbal  translators  for  travelers. 
I  addition  to  the  machine  transla- 
isstem.  Hitachi's  research  specialists 
6  0  developing  advanced  transmission 


systems  that  send  your  phone  calls  or 
business  data  across  great  distances  using 
hair-thin  optical  fibers  and  laser  beams. 
They  are  also  working  on  other  new  methods 
of  communications,  such  as  advanced 
telephone  exchange  systems,  satellite  com- 
munication systems.  TV  conferences, 
and  so  forth. 

At  the  root  of  much  of  this  is  our  highly 
advanced  computer  technology:  because 
Hitachi  is  producing  some  of  the  fastest, 
largest-capacity  systems  available  today. 

We  link  technology  to  human  needs  We 
believe  that  Hitachi's  advanced  technologies 
will  result  in  systems  and  products  that  are 
functionally  sophisticated  but  easy  to  use. 
Our  goal  in  communications-and  trans- 
portation, energy  and  consumer  electronics 
as  well -is  to  build  products  and  systems 
that  will  improve  the  quality  of  life  the 
world  around. 


0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 
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Where  you  live  affects  how  you  should  invest.  In  states  where  the 
politicians  look  on  returns  to  savings  as  'unearned/'  for  in- 
stance, Treasury  bonds  then  become  very  attractive. 


Beyond  the  1040 


By  Gale  Eisenstodt 


WHAT  IS  THE  WORST  PLACE  in 
the  U.S.  for  an  investor  to 
live?  That's  a  tough  question, 
since  there  are  two  strong  contenders 
for  the  award,  New  York  City  and 
Connecticut,  and  there  is  something 
bad  to  be  said  for  each  of  them.  New 
York  City  seems  to  have  the  worst 
possible  marginal  rate  on  investment 
income.  There,  the  combined  state  and 
city  marginal  tax  rate — the  additional 
tax  penalty  for  earning  the  last  dollar  of 
income — can  get  as  high  as  17.8%  in 
unusual  circumstances.*  Connecti- 
cut's top  tax  bracket  for  investors  is 
only  12%,  but  it  affects  a  great  many 
more  people.  You  be  the  judge. 

'The  nip  an  tax  rate  Is  I  5  .  iind  the  tup  stale  r,tie  b 
8  1759  ,  phis  a  surcharge  of  up  to  2%  <m  investment 
income  The  way  the  surcharge  Is  calculated,  bowev 
i7  throws  a  double  wbammy  on  people  wttb  income 
between  tlOO.000  and  $200,000  A  single  taxpayer 
with  Sl98,5O0qf  income,  all  interest  and  dividends, 
would  see  bis  tax  go  up  tl78  as  a  result  <</  earning 
an  (ulihtiinuil  1 1,000 
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Ins  B  nIj 


Time  was  when  tax  planning  for  the 
investor  was  built  around  the  federal 
tax  code,  since  rates  there  were  so 
much  higher  than  at  the  state  level. 
The  1 986  tax  act  changed  all  that.  With 
the  top  federal  bracket  only  33%  (28% 
for  the  richest  taxpayers),  state  taxes 
loom  larger.  The  benefit  of  deducting 
them  on  the  federal  return  is  smaller. 


Indeed,  people  who  wind  up  paying  tht 
new  federal  alternative  minimum  ta> 
don't  get  any  federal  benefit  from  state 
taxes.  For  them,  Albany's  reach  goe; 
deep  into  the  pocket. 

"State  tax  is  more  important  in  th< 
planning  of  investments  than  it  usee 
to  be,"  says  Bruce  Cobern,  a  tax  man 
ager  at  accountants  Weber  Lipshie  & 


Oink,  oink! 

If  you  live  in  Idaho,  don't  invest  in  a  semiconductor  factory;  the 
legislature  would  rather  you  bought  breeder  pigs.  Other  states  seemingly 
don't  want  you  to  save  at  all.  Here  is  a  guide  to  the  highest  tax  rate  in 
each  state  on  portfolio  income,  as  of  May  30.  Except  as  noted,  rates  are 
for  joint  returns  and  apply  to  taxable  income  as  defined  by  the  state. 

State 

Top  Id 

M 

interest  &  dividends 

long-term  capital  gains 

Alabama* 

above  $6,000 

same 

Alaska 

none 

none 

Arizona* 

8un  above  $14,000 

same 

Arkansas 

7%  above  $25,000 

same 

California 

93%  above  $47,900 

same' 

Colorado 

5%  flat  rate 

same 

Connecticut* 

12%  above  $100,0002 

2.8%  flat  rate* 

Delaware 

7.7%  above  $40,000 

same 

D.C. 

9.5%  above  $20,000 

same 

Florida 

none 

none 

Georgia 

6%  above  $10,000 

same 

Hawaii 

10%  above  $40,000 

7.25%  above  $5,000-' 

Idaho 

8.2%  above  $40,000 

same4 

Illinois 

2.5%  Hat  rate 

same 

Indiana 

3.4%  flat  rate 

same 

Iowa* 

9.98%  above  $45,000 

same5 

Kansas 

5  3%  above  $35,000 

same 

Kentucky* 

6%  above  $8,000 

2.4%  above  $8,000* 

Louisiana* 

6%  above  $100,000 

same 

Maine 

8%  above  $30,000 

same 

__J 
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Co.  in  New  York. 

And  state  tax  planning  is  more 
implicated  than  it  used  to  be,  what 
vvith  the  flurry  of  state  enactments  in 
response  to  the  new  federal  code.  We 
jresent,  in  the  table  opposite,  a 
■ogue's  gallery  of  state  tax  depart- 
ments. But  the  rates  shown  are  only  a 
jreliminary  indication  of  relative  tax 
jurdens.  North  Dakota  looks  bad 
vith  a  top  12%  rate  on  dividends  and 
nterest,  but  the  state  leaves  an  out:  In 
ieu  of  using  the  published  schedule, 
he  taxpayer  can  pay  the  state  14%  of 
lis  federal  tax  liability.  That  effec- 
ively  brings  the  maximum  state 
nracket  down  to  4.6%. 

If  you  live  in  Texas,  Nevada,  Alas- 
ka, South  Dakota,  Wyoming  or  Washi- 
ngton State  and  have  only  in-state 
investments,  you  can  skip  the  table. 
5ut  if  you  live  somewhere  else,  or 
:  >wn  a  tax  shelter  or  other  partnership 
vith  properties  in  a  state  with  a  per- 
:  onal  income  tax,  state  taxes  demand 

•  ttention.  Note  that  a  number  of 
1  tates  simply  have  it  in  for  investors. 

■alaries  are  taxed  lightly,  while  sav- 
ngs  are  hit  hard.  "Treatment  of  inter- 
st,  dividends  and  capital  gains  is  not 
i'ne  of  the  fighting  causes  in  many 
.tates,"  says  Steven  Gold,  director  of 
iscal  studies  for  the  National  Confer- 
i  nee  o*  State  Legislatures, 
j  Massachusetts,    for   example,    im- 
poses a  flat  10%  tax  on  interest  and 
dividends  but  only  5%  on  earned  in- 
ome.  Connecticut  and  Tennessee  ex- 
'mpt  earned  income  altogether.   In 

•  laces  like  those  it  becomes  doubly 
:,  nportant  to  use  Keogh  and  corporate 
jirift  plans  to  the  maximum  extent 

ossible.  These  forms  of  savings  then 

o  more  than  defer  tax,-  they  convert 
•westment  income  into  a  more  light- 
;  i  taxed  variety. 
j  The  complexities  are  endless.  Sev- 

ti  states  allow  residents  to  deduct 
,:deral  taxes  from  state  returns,  in  a 
'ay  that  helps  lower  effective  rates, 
jome  states  piggyback  onto  federal 

sfinitions  of  income,  while  others 

•  Dn't.  In  Idaho,  real  estate  held  for  five 
|  ears  qualifies  for  a  60%  exemption 

;  I  a  capital  gains  taxes,  but  a  breeder 
og  need  be  owned  for  just  one  year  to 
t  the  exemption,  unless  it  resides 
[jit  of  state. 

Beware  also  of  Florida's  back-door 

I  xome  tax.  The  Sunshine  State  im- 

I  pses  an  annual  0.1%  wealth  tax  on 

Ihrtfolios.  For  a  stock  portfolio  with 

i  average  yield,  this  is  about  the 

iime  as  a  3%  income  tax. 

,  Then    there    are    limited   partner- 


Oink,  oink! 


State 


interest  &  dividends 


-Top  1988  tax  rate  on- 


long-term  capital  gains 


Maryland 


5%  above  $3,000 


3%  above  $3,0006 


Massachusetts§ 


10%  flat  rate7 


5%  flat  rate 


Michigan 


4.6%  flat  rate 


Minnesota 


8%  above  $19,000 


Mississippi 


5%  above  $10,000 


Missouri" 


6%  above  $9,000 


Montana" 


12.1%  above  $48,000" 


Nebraska 


5.9%  above  $45,000 


Nevada 


New  Hampshiret 


5%  flat  rate9 


New  Jersey 


3.5%  above  $50,000 


New  Mexico 


8.5%  above  $64,000 


New  York§ 


10.375%  above  $200,000" 


8.375%  above  $34,000 


North  Carolina 


7%  above  $10,000 


North  Dakota" 


12%  above  $50,000 


Ohio 


6.9%  above  $100,000 


Oklahoma 


6%  above  $15,000 


Oregon 


9%  above  $10,000 


Pennsylvania 


2.1%  flat  rate 


Rhode  Island 


22.96%  of  federal  tax  liability 


South  Carolina 


7%  above  $10,000 


South  Dakota 


none 


Tennesseet 


6%  flat  rate 


Texas 


Utah 


7.75%  above  $7,500 


Vermont 


25%  of  federal  tax  liability 


Virginia 


5.75%  above  $15,000 


Washington 


West  Virginia 


6.5%  above  $60,000 


Wisconsin 


6.93%  above  $20,000 


2.77%  above  $20,000; 


Wyoming 


'State  allows  deduction  for  federal  taxes,  which  usually  helps  lower  effective  rates      ^State 

has  no  tax  on  earned  income     i  After  giving  effect  to  60%  capital  gains  exclusion  §Rates 

on  interest,  dividends  and  capital  gains  are  higher  than  those  on  earned  income 

'Allows  credit  equal  to  4.5%  of  gain  from  sale  of  instate  rental  residential  or  farm 

property. 

-Applies  to  returns  where  federal  adjusted  gross  income  exceeds  $100,000. 

'If  an  individual's  income  including  the  capital  gain  is  taxed  at  a  rate  in  excess  of-  25V  the 

capital  gain  is  taxed  at  only  7.25%. 

■"60%  excluSM  in  allowed  for  instate  assets:  realty  held  5  yrs;  tangible  personal  property  used 

by  a  revenue  producing  enterprise — manufacturing,  timber,  fanning — held  6  months; 

cattle  or  horses  held  2-1  months:  other  breeder  livestock  held  12  months;  timber  held  2-i 

months. 

exclusion  allowed  on  first  $1~.S00  for  most  investors. 
''Effective  rate  after  allowing  -i0%  exclusion  of  capital  gain. 
Interest  and  dividends  on  iastate  savings  account  taxed  at  5%. 
"Includes  10%  surcharge 
9$  1,200  of  interest  and  dividends  exempt. 

'"Consists  of  8.375%  marginal  rate  beginning  at  (34,000  plus  Hat  tax  up  to  2%  on  all 
dividend  and  interest  income  above  $200,000  of  New  York  adjusted  gross  income  ( AGI). 
The  2%  flat  tax  phases  in  between  $100,000  and  $200,000  ol  New  York  (AGI). 
"Taxpayers  may  elect  alternate  method  of  14%  of  federal  tax  liabilitv 

Source  Xational  Conference  of  Slate  Legislatures 
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FREE  INFORMATION  FOR  READERS  OF  FORBES 


The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To  obtai 
information,  see  the  adjoining  page. 


Products/Services  Information 


1 .  Air  France 

2.  Audemars  Piguet 

3.  The  Boston  Company — 
Boston  Safe  Deposit  &  Trust 
Company 

4.  Businessland 

5.  Cadillac  Motor  Car  Division 

6.  Campton  Place  Hotel 

7.  Canon  U.S.A.,  Inc.  Camera 
Division 

8.  Chicago  Board  of  Trade 

9.  Chicago  Mercantile 
Exchange 

10.  Chubb  Group  of  Insurance 
Companies 
*11.  CIGNA  Corporation 

12.  Coleman  Co. 

13.  College  for  Financial 
Planning 

14.  CompuServe 

15.  Craftmatic  Contour 

16.  Eagle's  Nest  Homes 
*17.  Fansteel 

18.  47st.  Photo 

19.  Guest  Quarters  Suite  Hotels 

20.  Frank  B.  Hall  &  Co.  Inc. 

21.  Inn  at  Spanish  Bay 


Annual  Reports 

65.  ALLTEL  Corporation 

66.  Ameritech 

67.  ICI 


22.  Insurance  Information 
Institute 

23.  Jaeger-LeCoultre 

24.  Johnson  Controls,  Inc. 

25.  Kelly  Services 

26.  Kemper  Financial  Services, 
Inc. 

27.  Leaseway  Transportation 

28.  Liberty  Mutual  Insurance  Co. 

29.  Lindal  Cedar  Homes 

30.  Lufthansa  German  Airlines 

31 .  Mead  Paper 

32.  Mobil  Corporation 

33.  Moore 

34.  NEC  Corporate 

35.  Navistar  International  Corp. 

36.  The  New  England 

37.  Northwestern  National  Life 
Insurance 

38.  Olympic  Sales  Co. 

39.  OMNIFAX Telautograph 

40.  Pacific  Financial  Companies 

41 .  Peterbilt  Motors  Company 

42.  Pitney  Bowes 

43.  T.  Rowe  Price  Equity  Income 
Fund 

44.  The  Queensboro  Shirt 
Company 


68.  MagneTek,  Inc. 

69.  Parker  Hannifin 


45.  Range  Rover  of 
North  America,  Inc. 

46.  The  Regent  Sydney 

47.  Riken  America,  Inc. 

48.  San  Francisco  Embroid'y 
Works 

49.  Schott  Corporation 

50.  Charles  Schwab  &  Co.,| 

51 .  Scudder  401  (k)  Plan 

52.  Scudder  High  Yield  Tax  it 
Fund 

53.  South  African  Airways 
*54.  SteinRoe  Mutual  Funds!) 

55.  Stone  Container  Corpoill 

56.  System  One  Corporation 

57.  Trump  Tower 

58.  Trusthouse  Forte  Hotel 

59.  Tumi  Luggage 

60.  Twentieth  Century  Inve 
Inc. 

61.  US  WEST  Financial 
Services 

62.  Varig  Brazilian  Airlines 

63.  Varitronic  Systems 

64.  Zenith  Data  Systems 


70.  Phillips  Petroleum  Corr 

71 .  Scudder  New  Asia  Fun 


development  Information 


Jth  Carolina  State 
/elopment  Board 


A  series  of  seven  major 
IHT  advertising  sections 


k      The  World's 
Q2  Rendezvous 

With  Europe 


** 


Built  around  a  landmark  date  in  European  history,  the 

International  Herald  Tribune's  series  on  "1992:  The  \ftbrld's 

Rendezvous  with  Europe"  examines  the  decision  to  create  a  single 

trading  bloc  out  of  a  dozen  disparate  nations.  How  will 

it  be  implemented?  What  will  it  mean?  We  believe  that  the 

realignment,  sure  to  affect  decision  makers  everywhere,  merits 

informative,  dispassionate  and  in-depth  coverage. 

These  seven  sections,  the  first  of  which  appeared  March  25th, 
highlight  the  following  important  subjects  and  industries: 

A  general  introduction  Banking  -  insurance  - 

to  the  challenge  of  "1992"  financial  services 

Information  technology  Automobiles 

Telecommunications  Agribusiness 
Transportation 

The  International  Herald  Tribune  is  honored  to  welcome  these 

world-renowned  companies  as  sponsors  of  the  1992  series: 

Aerospatiale,  Alcatel,  Europages  (The  European  Business  Directory), 

Nokia,  Rhone-Poulenc,  Sabena,  France  Telecom  International. 

For  advertising  information  and  rates,  please  contact 

the  Advertising  Sales  Director,  Michael  Lee, 

in  New  York,  or  your  local  IHT  representative. 

T  #"  4  <  INTERNATIONAL  C^      »  4 

UmlMiteeribtttte 

PnHlhrd  V.  ill,  IV  V»  VH<  Tin.-  anil  IV  W:i-hinal.«i  l\-l 

850  Third  Avenue,  New  York,  NY.  10022 
Tel.:  (212)  752  3890.  Telex:  427175.  Fax:  7558785 
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ships,  which  are  fraught  with  pitfalls. 
Gran:  Thornton  partner  Thomas 
Ochsenschlager  points  out  that  if  you 
own  shares  of  a  partnership,  or  even  of 
a  publicly  traded  master  limited  part- 
nerhip,  you  may  have  to  file  and  pay 
taxes  in  every  state  where  the  partner- 
ship does  enough  business  that  you 
exceed  filing  minimums.  So  if  you 
bought  shares  of  Servicemaster,  L.P. 
and  you've  retired  to  Florida,  you  may 
have  to  file  in  dozens  of  states  where 
the  company  does  business. 

Ochsenschlager  recalls  an  unfortu- 
nate District  of  Columbia  resident 
with  an  interest  in  an  Oklahoma  oil 
well  who  didn't  file  Oklahoma  re- 


turns and  in  the  end  was  double-taxed 
for  several  years  of  royalty  income.  He 
owed  taxes  and  interest  for  his  mis- 
deed and,  as  a  final  sting,  couldn't 
claim  the  Washington  credit  for  taxes 
paid  to  another  state.  By  the  time  the 
taxpayer  paid  up  in  Oklahoma,  his 
returns  could  no  longer  be  amended. 

What's  a  poor  investor  to  do?  One 
strategy  is  to  buy  U.S.  Treasury  bills, 
notes  or  bonds,  which  are  universally 
exempt  from  state  tax,  including  the 
Florida  wealth  tax. 

Another  is  to  buy  municipal  bonds 
from  your  home  state,  which  are  gen- 
erally exempt  from  state  and  local 
income  tax  (Illinois,  Iowa,  Kansas  and 


Wisconsin  are  exceptions  to  this  rule) 
Many  large  mutual  fund  houses  offe 
single-state  tax-exempt  bond  fund 
that  invest  solely  in  munis  from  oni 
state.  Such  funds  exist  for  over  a  doz 
en  states  and  New  York  City.  Obvii 
ously,  the  tactic  will  make  mon 
sense  if  you  live  in  California  than  1 
you  live  in  Pennsylvania.  And  bewan. 
that  you  don't  sacrifice  more  in  higl 
sales  charges  and  low  performana 
than  you  save  in  taxes. 

Still  another  strategy  is  to  vote  witl 
your  feet.  If  you  are  going  to  retire  t<| 
Florida  and  you  are  sitting  on  a  lot  o' 
capital  gains,  move  before  liquidatin; 
your  portfolio.  ■ 


Before  you  retire  or  take  a  distribution  from  your  corporate  thrif 
plan,  be  sure  to  study  the  tax  laws.  Also  get  professional  help. 


Retirement 
tax  strategy 


By  Laura  Saunders 


Take  it  from  Leon  Nad:  Figure 
your  taxes  before  you  retire. 
"For  the  typical  retiree,  these 
are  the  most  important  financial  deci- 
sions he  or  she  will  make,"  insists  the 
tax  sage  of  Price  Waterhousc,  who  is 
himself  retiring  at  60  in  June. 

Why?  Because  so  much  money  is  at 
stake.  At  retirement,  you  typically  re- 
ceive at  least  part  and  maybe  all  the 
assets  that  have  been  building  up  in 
your  name  tor  years  in  tax-deferred 
("qualified")    retirement    plans.    The 
sum  can  easily  run  to  the  hundreds  of 
lands  Ol  even  millions  of  dollars, 
nks     to     Congress'     persistent 
ig     these  disbursements  are 
i  laws  of  staggering 
■  nalties  tor  mis- 
;:     I  ven    worse, 
i house  tax 
tan 


x 


"the  most  important  decisions  are  of 
ten  irreversible." 

A    San    Francisco    executive 
Wagman  knew  of  took  a  threes 
month   trip   to   Europe  at  th 
wrong  time.  Soon  after  he  lef 
he   received  a  $600,000  profit 
sharing  settlement.  The  man  wa 
going  to  roll  the  money  into  ail 
Individual  Retirement  Account.  Bu 
the  IRS'  deadline  for  rollovers  is 
strictly  enforced  60  days.  Tax  due 
about  $250,000.  An  expensive  trip. 

The  moral  is  that  where  taxes  ani 

retirement  are  concerned,  get  exper 

help.  Read  this  guide  and,  if  you  want 

the    impenetrable    IRS    publication 

560,      Sclf-Employed      Retiremen 

Plans;  575,  Pension  and  Annuit 

Income;    and    590,    Individua 

Retirement       Arrangements 

Such  study  will  be  merely 

warm-up  for  a  consultatioi 

with  an  expert. 


Uuv  H  SI 
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Before  you  retire,  list  all  your  tax-de- 
<red  assets.  Find  out  the  values  of 
:nsions,  401(k)  thrift  accounts,  com- 
iny  stock  purchase  and  profit  shar- 

;  g  plans,  and  when  and  how  you  may 
ithdraw   them.   The   pension   plan 

:  ay  give  you  a  choice  of  withdrawing 
mr  accumulated  assets  in  a  lump 

1  im  or  as  an  annuity.  The  other  plans 

.  nerally  disgorge  all  your  assets  in 

:  le  lump  sum  at  retirement. 
Whatever  the  form  of  payout,  some 
the  money  may  have  come  over  the 
ars  from  your  aftertax  paycheck, 
lat  portion  is  now  federally  tax-free. 

:ie  remainder  is  taxable,  but  you 
ve  some  control  over  how  you  take 

,  e  poison.  The  taxable  portion  can, 

1  r  example,  be  rolled  tax-free  into  an 
A.  If  you  roll  over  only  part  of  the 

'  oney,  you  owe  regular  income  taxes 

the  rest.  You  can't  roll  over  part  of 

y  one  tax-deferred  asset  while  get- 

lg  special  "averaging"  treatment  on 

1  e  rest  of  that  asset. 
A  variation  is  to  roll  the  money  into 
Keogh  account  if  you  will  be  self- 
lployed.  Then  the  money  is  subject 
Keogh  rules,  which  are  more  le- 
;nt  in  some  ways.  Merrill  Lynch 
ecutive  Don  Underwood  knows  an 

Ulanta-area  retiree  doing  just  that. 

||  s  job?  Mowing  a  neighbor's  lawn  for 
.  ew  dollars  several  times  a  year. 

W(eep  an  eye  on  nontax  considerations. 

]a  choosing  between  an  annuity  and  a 

ijnp  sum,  ask  yourself  if  you  can 
lat  the  company's  money  manager. 

■  lot,  will  your  plan  let  you  postpone 
t :  decision  until  age  70  and  let  your 

H;ets  grow  till  then?  Finally,  to  de- 
Mle  whether  it's  better  to  take  an 
<tion  in  which  a  lower  annuity  is 
cnbined  with  a  survivor's  benefit, 
111  may  need  to  think  about  your 
1  ilth  and  that  of  your  spouse. 
\yigure  taxes  on   lump-sum  distribu- 
wis.from  corporate  thrift  and  profit 
wring  plans  two  different  ways.  The 
i  emative  to  rolling  these  payments 
i  o  an  IRA  or  Keogh  is  to  pay  taxes 
i  mediately,  using  one  of  two  spe- 
ll 1,  reduced  rate  methods.  Compute 
i  ults   under   both   methods.   Then 
cnpare  the  lowest  with  a  rollover,  in 
■I  ich  you  would  be  paying  taxes  later 
q  at  an  ordinary  rate  as  the  money 
tines  out  of  the  IRA. 
M  Method  one  is  called  ten-year  aver- 

■  ng.  The  taxpayer  doesn't  actually 
*Tage  anything.  But  the  rates  have 
Bio  with  the  taxes  that  might  have 
Wn  paid  if  the  lump  sum  had  been 
wead  over  ten  years.  Effective  tax 
rj;s  under  this  method  range  from 


5.5%  to  50%. 

Method  two  is  called  five-year  aver- 
aging. Effective  rates  range  from  7.5% 
to  28%.  It  results  in  lower  taxes  on 
lump  sums  of  about  $450,000  and  up, 
while  ten-year  averaging  works  better 
for  lesser  sums  (see  table,  p  242). 

With  either  method  you  may  also 
be  eligible  to  take  capital  gain  treat- 
ment on  the  portion  of  the  lump  sum 
attributable  to  pre-1974  participation 
in  the  qualified  plan.  This  might 
make  sense,  points  out  Laventhol  & 
Horwath's  Stuart  Becker,  for  someone 
trying  to  absorb  October  crash  losses. 
The  remaining  gain  is  taxed  at  20.4%. 

If  you  were  born  before  Jan.  1,  1936, 
you  can  choose  between  five-year  and 
ten-year  averaging,  and  you  can  make 
the  election  at  any  time.  You  may 
also  use  the  capital  gain  treatment. 
But  if  you  were  born  later,  you  may 
only  use  five-year  averaging,  and  not 
until  you  reach  age  59  Vi.  You  may  use 
five-  or  ten-year  averaging  only  once, 


so  don't  waste  your  chance.  You  al- 
ways have  the  option  of  using  no  spe- 
cial rule  and  simply  paying  tax  on  all 
the  money  at  ordinary  rates.  This  year 
the  top  rate  is  33%. 

Ma/>  out  a  plan  for  IRA  withdrawals. 
Remember  the  old  Army  line  "Every- 
thing which  is  not  prohibited  is  man- 
datory"? IRS  rules  are  like  that.  The 
timing  of  your  payouts  from  an  IRA  is 
subject  to  your  control,  but  there  are 
tight  restrictions  on  either  side. 

Since  a  rollover  IRA  or  Keogh  con- 
sists of  money  that  has  never  been 
subject  to  income  tax,  payouts  are 
fully  taxable  as  ordinary  income.  And 
withdrawals  taken  while  you  are  un- 
der 59 Vi  are  subject  as  well  to  a  10% 
penalty  tax.  The  penalty  does  not  ap- 
ply if  you  die,  become  disabled  or 
elect  to  take  out  the  money  in  sub- 
stantially equal  annual  payments 
over  your  expected  lifespan. 

From  age  59V2  to  70Vi  you  can  take 
out  as  much  or  as  little  as  you  want.  If 


Should  you  fold  your  IRA? 


Tlhe  big  idea  of  an  IRA  or  Keogh 
plan  is  to  defer  tax  as  long  as 
possible.  Advises  Philip  Hill,  a 
lawyer  at  New  York's  boutique 
pension  planner  Wolper  Ross  &. 
Co.:  "We  always  say  that  a  tax  de- 
ferred is  a  tax  avoided."  But  those 
with  an  eye  on  the  political  scene 
may  come  to  a  contrary  conclu- 
sion. What  if  top  tax  rates  go  up 
dramatically  over  the  next  two 
years?  Would  it  be  smart  to  liqui- 
date IRAs  now? 

This  drastic  option  would,  of 
course,  make  sense  only  for  some- 
one over  59 '/>;  others  face  a  penalty 
for  any  withdrawal  from  an  IRA.  If 
you  have  $1  million  in  an  IRA — 
say,  from  a  corporate  thrift  plan 
rollover — you  would 
pay  as  little  as 
$280,000  in  tax,  de- 
pending on  how  much 
you  had  in  tax-deferred 
plans  on  Aug.  1,  1986.  You 
could  put  what  is  left  in 
tax-exempt  bonds  and  be 
insulated  from  the  high- 
er rates  that  might  be 
coming  down  the  pike 
from  budget-balanc- 
ers in  Washington. 

Counterargu- 


ment: Congress  will  raise  taxes, 
though  not  for  two  or  three  years, 
and  possibly  then  only  through  im- 
posing a  national  sales  or  value- 
added  tax. 

Another  consideration:  Will  you 
need  the  money  soon,  or  can  you 
afford  to  let  it  build  up  for  several 
years?  Many  experts  say  that  if  you 
can  let  the  money  sit,  by  all  means 
let  it  sit.— L.S. 


(  has  H  sUiknun 


§         W 
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Beware  the  "excess 
distribution  tux."  It's  a 
killer,  both  to  understand 
and  to  pay.  Congress, 
having  decreed  it  wants 
taxpayers  to  save  for 
retirement,  has  now 
decided  that  they  shouldn't 
save  too  much.  So  this 
partial  undoing  of  savings 
incentives  is  layered  onto 
already  complicated 
provisions  on  pensions  and 
savings  plans. 


you  don't  need  the  money,  leave  it  in. 

If  you  are  over  70  Vi,  you  must  make 
a  certain  minimum  withdrawal  every 
year.  Failure  to  comply  results  in  a 
confiscatory  50%  penalty  tax.  But 
again,  if  you  don't  need  the  money, 
you  want  to  take  out  the  bare  mini- 
mum and  let  as  much  as  possible 
compound  tax  free.  (Exception:  You 
think  tax  rates  are  going  back  up;  see 
box,  p.  240).  The  minimum  is  deter- 
mined by  IRS  life  expectancy  tables. 
Naming  a  spouse  as  survivor  benefi- 
ciary will  reduce  that  minimum. 

Beware  the  "excess  distribution  tax." 
It's  a  killer,  both  to  understand  and  to 
pay.  Congress,  having  decreed  it 
wants  taxpayers  to  save  for  retire- 
ment, has  now  decided  that  they 
shouldn't  save  too  much.  So  this  par- 
tial undoing  of  savings  incentives  is 
layered  onto  already  complicated  pro- 
visions on  pensions  and  savings  plans. 

The  tax  is  15%  of  the  "excess  distri- 
butions" from  tax-deferred  plans — 
pensions  plus  IRA  payouts  plus  Keogh 
payouts.  The  tax  comes  complete 
with  the  usual  tangle  of  grandfather- 
ing rules.  It  applies  in  addition  to  your 
ordinary  income  tax. 

How  much  retirement  income  is 
too  much?  Anything  beyond  a  float- 
ing ceiling  that  starts  at  $150,000  a 
year  and  later  will  be  set  equal  to 
$112,500  multiplied  by  an  inflation 
adjuster.  A  separate  ceiling  for  lump 
sum  distributions  is  $750,000,  plus 
inflation. 

The  grandfather  rules  use  Aug.  1, 
1986  as  a  trigger  point.  If  you  elect  on 
your  1987  or  1988  tax  return  to  be 
grandfathered,  you  lose  the  $150,000 
exemption.  Instead  you  get  an  exemp- 
tion related  to  the  amount  of  retire- 
ment assets  you  had  on  Aug.  1,  1986. 
If,  for  example,  you  have  $2  million  in 
tax-deferred  assets  on  that  date,  and  in 
a  later  year  get  a  payout  at  a  time 
when  the  total  of  assets  is  $4  million, 
then  half  the  payout  is  exempt  and 
half  is  subject  to  a  15%  penalty. 

It  may  take  an  actuary  to  figure 
precisely  what  your  assets  were  as  of 
Aug.  1,  1986,  at  least  if  some  were 
rights  in  a  traditional  pension  plan.  If 
it's  any  consolation,  experts  suggest 
that  the  grandfather  election  probably 
won't  make  sense  for  a  retiree  with 
less  than  $  1  million  in  qualified  plans. 
It  might  make  sense  if  you  have  sever- 
al hundred  thousand  dollars  in  each  of 
two  or  three  plans  to  skip  the  grandfa- 
ther election  and  arrange  to  receive 
your  assets  in  different  tax  years. 

See  the  beauty  of  the  congressional 


Lump  sum  taxes 


Some  taxpayers  can  choose  be- 
tween 5-year  and  10-year  averag- 
ing on  lump-sum  distributions. 
Here's  how  the  rates  compare. 


Lump  sum 
distribution 

Tax 

5-year 

in  1988 

10-year 

S     20,000 

$     1,500 

$     1,100 

50,000 

6,900 

5,874 

75,000 

11,250 

10,306 

100,000 

16,398 

14,474 

150,000 

30,398 

24,567 

200,000 

44,398 

36,924 

300,000 

76,610 

66,330 

500,000 

140,000 

143,680 

1,000,000 

280,000 

382,210 

Source 

Smith  Betrruy 

Hums  L'pban 

ambush?  The  50%  penalty  forces  yo 
to  take  a  large  sum  from  your  IR 
every  year.  Then  you  get  hit  with 
15%  tax  for  taking  too  much. 

One  more  thing:  The  15%  penalt 
has  an  estate  tax  component  too  con 
plex  to  explain  here. 

Plan  your  way  around  state  taxe 
Some  states  have  a  very  long  reach, ; 
an  angry  Laramie,  Wyo.  computer  sc 
ence  professor  and  former  IBM  en 
ployee  now  knows.  He  is  stuck  payin 
nearly  $4,000  in  New  York  taxes  o 
retirement  bonuses  of  $56,000  th«i 
IBM  sent  him  in  Wyoming,  eve 
though  he  hasn't  lived  in  New  Yor 
since  1986.  (Wyoming  has  no  stat 
income  tax.) 

At  least  New  York  doesn't  attemj 
to  tax  annuities  earned  there  and  co 
lected  elsewhere.  California  doe 
Both  states  also  have  an  absurd  polic 
regarding  IRA  rollovers:  They  alio 
you  to  make  tax-free  rollovers  of  lum 
sums,  but  claim  you  owe  New  Yoi 
or  California  taxes  on  the  moiu 
when  it  is  distributed,  no  matti 
where  you  live.  So  if  you  roll  over 
lump  sum  from  a  California  compar 
and  retire  to  Texas,  Golden  State  ta: 
men  can  theoretically  come  after  yoi 

Fortunately,  they  don't  often  do  if 
because  there's  no  good  way  to  trac 
you  down.  So  IRA  rollover  may  be 
good  way  to  save  on  state  taxes.  Hov 
ever,  this  whole  area  is  full  of  unce 
tainty.  Says  Price  Waterhouse's  Na 
"Nobody  knows  what  the  answers  a 
in  New  Jersey." 

As  we  said,  get  expert  tax  help. 
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Free  Brochure 


Send  coupon  for  a  free  copy  of  TEMPLETON  GROWTH  FUND/ 

33  Good  Years  and  a  free  prospectus  containing  more  information 
including  charges  and  expenses.  Read  it  carefully  before 
deciding  to  invest.  Send  no  money. 


Templeton  Funds  Distributor,  Inc. 

RO.  Box  33030/St.  Petersburg,  FL  33733 

□  For  a  free  IRA  Rollover  Kit,  check  box. 
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"It's  deductible 7'  shrieks  the  ad  for  the 
home  equity  loan.  But  deductibility  isn't 
what  it  used  to  be — nor  is  being  in  debt  as 
desirable  as  it  was  a  few  years  ago. 

Don't  try  to 
borrow  yourself 

rich 


By  Laura  Saunders 


In  bank  lobbies  and  brokerage  Of- 
fices,  on  radio  programs  and  tele- 
vision, the  ads  and  fliers  pro- 
claim: "Get  a  home  equity  loan  now1" 
Why?  "It's  deductible1" 

True,  as  far  as  it  goes.  In  the  mas- 
sive   1986  federal   tax  revision,   law- 
makers put  individual  debt  into  five 
categories  and  devised  separate  rules 
for  interest   deductions  on  each.   A 
"home  equity"  loan — that  is,  a  second 
mortgage— is  one  of  the  few  catego- 
ries still  fully  deductible  under  cer- 
tain circumstances.  Hence  it's  better 
to  run  up  interest  on  a  home  equity 
loan  than,  say,  on  a  credit  card. 
What  the  pitches  don't  tell  you  is  a 
basic   fact   that    should   be   eu- 
ro every  taxpayer's  heart:  Debt 
ith  to  wealth.  It  costs  you 
'    none}    even  if  it  is 

te  cuts,  a  person 
and    paying 


SI 0,000  a  year  in  interest  would  get 
$5,000  back  in  the  form  of  lower  in- 
come taxes.  But  today  that  person 
might  be  only  in  a  28%  bracket;  the 
s.i\ing  drops  to  $2,800  from  $5,000. 
People  used  to  say  they  "needed"  tax 
deductions  to  keep  their  taxes  down. 
Well,  with  marginal  rates  lower,  they 
don't  need  them  so  badly  anymore. 

It  you  really  need  money,  for  tu- 
ition, say,  or  hospital  bills,  go  ahead;  a 
home  equity  loan  isn't  a  bad  way  to 
raise  money  tor  a  pressing  need.  But  if 
you  want  money  for  a  luxury,  remem- 
ber: You  ,uc  spending  capital,  reduc- 
ing the  equity  you  have  in  what  is 
piobably  your  greatest  single  asset. 

And  if  you  are  taking  out  a  home 
equity  loan  tor  investment:'  "The 
only  way  that  makes  sense  is  if  you 
can  cam  aftertax  a  higher  rate  on  bor- 
ii  m  ^*\  money  than  you  pay  aftertax  in 
interest,"  says  Barry  Salzberg  at  De- 
loitte  Haskins  &  Sells. 

On  a  mortgage  with  an  annual  per- 
centage rate  ot  10.5%,  you're  paying 


11%  after  compounding.  If  youl 
bracket  is  28%,  your  aftertax  cost  c! 
money  is  7.9%.  Can  you  really  makl 
that  kind  of  return  on  high-grad  ] 
bonds — which,  by  the  way,  corrl 
pound  only  twice  a  year,  not  12  time:|| 

If  you  must  have  debt,  the  1986  tal 
changes  make  some  types  better  thai! 
others.  It's  also  imperative  to  keeij 
separate  books  and  bank  accounts  fc 
each,  as  the  IRS  can  disallow  deduci 
tions  if  funds  are  commingled. 

Here  are  the  five  baskets: 

Mortgage  debt  Beginning  this  yea 
interest  on  up  to  $1  million  (total) 
mortgages  on  your  first  and  seco: 
homes  is  fully  deductible,  as  is  del 
on  land  if  you  are  building  a  first 
second  home  on  it.  But  you  must  tak 
out  the  mortgage  when  you  acquii 
the  house,  not  later. 

You  can  also  deduct  interest  on  u 
to  $100,000  in  mortgages  taken  oi 
later  if  you  don't  own  tax-free  bond 
If  you  do.  Uncle  Sam  may  disallow 
portion  of  the  deduction,  unless  yo 
use  the  loan  for  home  improvement 

Personal  debt.  This  includes  cred 
card  debt,  student  loans  and  car  loan 
Deductibility  is  phased  out,  effecti\ 
1991;  40%  of  the  interest  is  deduc 
lble  for  1988.  Note  that  interest  yi 
owe  the  IRS  on  tax  deficiencies 
partly  nondeductible  personal  del 
while  interest  it  owes  you  on  tax  n 
funds  is  fully  taxable. 

Itwestment  debt  On  borrowings  usi 
for  investments,  you  can  deduct  on 
as  much  interest  as  you  have  inco 
from  investments,  plus  a  fraction 
the  next  $10,000.  For  1988  the  fr^ 
tion  is  40%.  So  if  you  have  $10,000 
investment  interest  and  $5,000  of 
vestment  income  this  year,  you  g 
$7,000  in  deductions.  Investment 
come    includes    dividends,    inter 
capital  gains  and  income  from  mast 
limited  partnerships.  If  you  wind 
with   nondeductible   interest   on 
vestments,  consider  selling  some 
liquidating  the  loans. 

I 'assire  debt  This  is  debt  used  to  bi 
a  tax  shelter.  Deductions  are  limit 
to  the  amount  of  tax  shelter  |"p 
sive")  income  you  have,  plus  a  fra 
tion  of  the  excess  for  pre-Octob 
1986  tax  shelters.  Naturally  you  don 
have  any  such  income,  since  shelte 
are  designed  to  lose  money.  Sell  tl 
damn  shelter — if  you  can. 

Business  debt  Interest  on  loans  ' 
finance  a  sole  proprietorship  is  ful. 
deductible.  Be  careful  to  segrega 
business  debt  from  other  account 
especially  if  the  amounts  are  large 
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1  *89,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


W-iGustave  Eiffel  began  construction  on  his  thousand-foot 
ei  «r  the  1889  Paris  Exposition,  many  thought  it  was 
Wble.  But,  in  spite  of  formidable  engineering  challenges, 
Ej:l  Tower  was  completed  in  just  2  years.  And  when  the 
I  tors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
ijmeering  loss  control  technology  for  54  years. 
W/,  Allendale  is  an  international  company  bringing 


engineering  expertise  to  clients  around  the  world  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


Real  Estate 


When  inflation  slowed  down,  farmland 
got  a  bad  rap.  But  if  you  think  inflation 
will  return,  you  might  want  to  pick  up 
some  acreage  as  a  hedge. 

Investment-grade 
farming 


By  Ruth  Simon 


T|  he  corn  is  planted,  and  I'm 
waiting  on  rain  and  warm 
weather  to  seed  the  soybeans," 
says  Donald  Heil,  surveying  his  farms 
just  outside  Norborne,  Mo.,  a  town  of 
950  people  40  miles  from  Kansas  City. 
Heil,  63,  owns  1,000  acres  of  farm- 
land, including  200  inherited  from  his 
father,  but  he  farms  more  than  that. 
To  avoid  going  deeper  into  debt  he  is 
glad  to  rent  additional  acreage  from 
absentee  owners.  Heil  is  very  much 
the  modern  businessman-farmer. 
Sure,  he  likes  owning  land,  but  he 
isn't  fanatical  about  it;  for  him  the 
bottom  line  is  what  counts. 

Leo  Rasmussen  grew  up  on  a  farm 
in  Audubon  County,  Iowa.  Now  he's 
trying  to  convince  city  slickers  they 
should  go  into  partnership  with  peo- 
ple like  Heil,  providing  land  in  return 
for  rent  or  a  share  of  the  profits.  A 
decade  ago  this  might  have  been  an 
easy  sell:  Inflation  was  raging  and 
farmland  was  considered  a  good 
hedge.  But  inflation  eased  and  com- 
modity prices  weakened,  and  farm- 
land dropped  in  value 

For  a  while  the  media  were  paying 

lots  of  attention  to  the  so-called  farm 

crisis.   Most  people  wouldn't   touch 

farmland  with  a  10-foot  pole.  In  just 

six  years  an  acre  of  Iowa  cropland  lost 

63%    of    its    value,    plunging    from 

SI, 999  in  1981  to  $748  in  1987. 

All  of  which  means  farmland  may 

tty  good  buy  right  now.  "If 

-  want  to  set  in  at  the  bottom 

Land]  values,  now  is  the  time 

ays  Rasmussen,  54,  vice 

agricultural  investments 

I  Life.  Long  a  holder  of 


farms  and  farm  mortgages,  Met  is  try- 
ing to  raise  S50  million  for  Met  Life 
Agricultural  Limited  Partnerships,  its 
first  farmland  partnership. 

The  tide  may  have  turned  for  farm- 
land prices.  Nationwide,  farmland 
prices  edged  up  3%  between  February 
1987  and  February  1988,  according  to 
the  U.S.  Department  of  Agriculture. 
"The  better-quality  land  is  rebound- 
ing," says  John  Scott,  a  University  of 
Illinois  economist  who  surveys  Corn 
Belt  land  prices  for  the  USDA.  In  a 
recent  survey,  Scott  found  that  a 
prime  acre  of  Iowa  cropland  climbed 
in  value  by  as  much  as  one-third. 

Is  farmland  for  you?  Much  depends 
on  what  you  think  about  inflation.  A 
study  by  Ibbotson  Associates,  Chica- 
go-based economic  consultants, 
found  that  between  1960  and  1984 
farm  real  estate  produced  a  compound 
annual  return  of  11%,  a  performance 
outpaced  only  by  Asian  stocks  and 
over-the-counter  securities.  Farmland 
beat  the  stock  market,  easily  beat  the 
bond  market  and  outpaced  gold.  Of 
course,  these  were  inflationary  times. 
Over  the  longer  term,  including  both 
inflationary  and  noninflationary 
times,  returns  on  farmland  have  been 
outpaced  by  those  on  stocks.  So,  for 
the  nonfarmer,  farmland  is  best  used 
as  an  inflation  hedge,  not  as  an  invest- 
ment pure  and  simple. 

As  an  inflation  hedge,  farmland  has 
an  advantage  over  gold:  It  pays  an 
annual  return.  And  gold  generally 
costs  money  to  hold,  while  farmland 
does  not. 

There  ace  plenty  of  negatives,  of 
course,  for  farmland.  While  net  farm 
income  hit  a  record  $45  billion  last 
vear,  up  20%  from  1986,  nearly  40% 


Ijrn  Fleming 


of  that  income  was  from  federal  sul| 
dies.  If  Congress  ever  becomes  serii 
about  cutting  government  expen; 
farm  subsidies  would  be  a  prime  j 
get.  And,  subsidies  or  no,  farm  retu 
are  likely  to  be  held  down  by  woi 
wide  surpluses. 

All  right,  you've  considered 
pros  and  cons  and  want  to  buy  so 
farmland.  You  know  it's  not  goinj 
make  you  rich,  but  you  feel  you  n 
a  solid  hedge  against  inflation.  Hi 
can  an  individual  who  doesn't  kno 
reaper  from  a  harrow  get  in  on 
action? 

•  limited  partnerships.  One  way  to  0 
land  is  through  partnerships,  suck 
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-arbara  and  Roger  Oplinger  of  Spring  Creek  Farms 

The  closer  you  can  get  to  the  person/arming  the  ground,  the  better  off  you  are." 


'let  Life's,  that  spread  their  funds 
mong  several  properties.  Met  Life  is 
lore  a  property  manager  than  a  farm- 

'ig  corporation.  You,  as  limited  part- 

1  er,  put  up  most  of  the  capital.  Met 
ife,  as  general  partner,  selects  the 
ind  to  buy  and  the  farmers  to  farm  it. 
:s  executives  oversee  the  farmer's 

hoice  of  crops  and  financial  plans, 
ut  don't  attempt  to  tell  the  farmer 

'  ow  to  plan  his  day.  Farmers  pay  Met 
'ther  a  share  of  the  crop,  a  set  num- 
er  of  bushels  or  a  fixed  cash  rent.  To 
ie  limited  partner  making  the  in- 
astment,  the  arrangement  is  some- 

'  ling  like  an  equity  real  estate  invest- 
lent  trust  (see  story,  p.  252)  that  owns 


a  portfolio  of  shopping  malls,  each 
with  a  collection  of  independent 
shopkeepers. 

Farm  partnerships  like  Met  Life's 
aim  to  provide  annual  returns  of  5% 
or  more  plus  a  chance  for  apprecia- 
tion. Gains,  however,  are  limited  by 
the  general  partner's  fees.  Front-end 
costs  can  eat  up  nearly  20  cents  of 
each  partnership  dollar.  Met  Life  also 
receives  separate  annual  fees  totaling 
about  5%  of  the  cash  distributed  to 
investors  for  operating  the  partner- 
ship. A  Met  Life  subsidiary  gets  an 
additional  fee  for  managing  the  farms 
in  it  and  takes  a  3%  brokerage  com- 
mission when  properties  are  sold.  In- 


vestors get  enough  of  what's  left  so 
that  cumulative  payouts  total  106% 
of  their  original  investment.  If  there  is 
yet  more  left  from  selling  properties, 
the  investors  keep  80%  of  the  balance 
and  Met  Life  keeps  20% . 

Would  that  there  were  hundreds  of 
farming  partnerships  to  choose 
from — and  maybe  a  little  more  com- 
petition in  the  fee  structure — but  this 
industry  is  still  fairly  new.  Scott  Dav- 
enport Farms  is  the  first  public  offer- 
ing by  a  Missouri  farm  management 
and  investor  team.  The  deal,  under- 
written by  B.C.  Christopher  Securi- 
ties, raised  $1.5  million  last  year  for 
its  first  farmland  partnership.  It  is 
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MAKING 

New  Tracks. 


F 


nee,  The 

Thoroughbred 
traveled  only  by 
train.  With  today's 
RoadRailer®  truck 
trailer,  its  delivering  shipments  down 
the  highway. 

The  RoadRailer"  has  both 
conventional  tires  and  retractable 
metal  rail  wheels.  With  the  push  of 
a  lever,  it  takes  to  the  tracks  as 
readily  as  it  took  to  the  road. 
Norfolk  Southern's  Triple 


Crown'  Service 
combines  the  flex- 
ibility of  trucking 
with  the  efficiency 
of  rail.  Goods  arrive 
just  when  they're  needed,  lb  keep 
them  safe  and  sound,  they  ride  on 
a  cushion  of  air.  Shippers  receive  a 
convenient  single  bill. 

To  talk  to  the  professionals  who 
deliver  this  service,  just  make  tracks 
to  the  nearest  Norfolk  Southern 
sales  office. 
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buying  land  m  Missouri  and  Iowa  that 
will  be  operated  by  local  farmers  un- 
der Scott  Davenport  direction  (see  box, 
belo 

•  Custom  farming.  Benedict  Palen  Jr., 
34,  a  former  New  York  lawyer  who 
grew  up  on  a  Kansas  wheat  farm,  be- 
gan buying  farmland  ten  years  ago. 
Now  his  Palen  Farms  operates 
107,000  acres  of  wheat  farms,  most  of 


them  under  an  arrangement  known  as 
custom  farming.  The  investor  is 
steered  to  a  particular  parcel  and  can 
buy  it  himself.  Palen  receives  a  fee  of 
2%  to  7%  of  equity,  depending  on 
how  the  deal  is  structured. 

As  landowner,  the  investor  receives 
the  entire  crop  and  typically  pays  Pa- 
len for  all  costs,  including  manage- 
ment, tillage,  seed,  fertilizer,  harvest- 


ing and  insurance.  On  a  typical  Kai 
sas  wheat  farm,  the  investor  woul 
pay  $55  to  $60  per  acre  a  year  to  Pale 
Farms.  Palen  says  that,  at  currei 
wheat  prices,  the  investor  can  expei 
revenues  of  at  least  $100  an  acre,  lea' 
ing  a  gross  profit  of  $40  or  so  per  acr] 
Such  land  now  costs  about  $465  p< 
acre  with  a  3%  purchase  commissioi 
So  the  yield  on  an  all-cash  purcha; 


Farmer  knows  best 


Fl  armer  Donald  Heil  leases  some  of  the  land  he  farms 
from  a  partnership.  How  does  the  deal  work?  Take 
the  240  acres  Scott  Davenport  Farms  owns  outside 
Norborne,  Mo.,  Heil's  hometown,  and  leases  to  Heil. 
The  farm  is  one  of  six  properties  the  partnership  has 
purchased  since  it  raised  $1.5  million  from  investors 
last  year. 

Scott  Davenport  general  partner  David  Davenport 
oversees  the  farm,  visiting 
or  flying  over  it  at  least 
once  a  month.  But  plant- 
ing, cultivating  and  har- 
vesting are  left  to  Heil, 
who  farms  the  land  with 
$1  million  worth  of  equip- 
ment, including  five  lime- 
green  John  Deere  tractors 
and  a  massive  combine 
that  harvests  eight  rows  at 
once.  Heil  began  renting 
the  farm  in  1983,  when 
City  Bank  &  Trust  in 
neighboring  Moberly  fore- 
closed on  its  owner,  a  re- 
tired Air  Force  pilot. 

Heil  is  a  sharecropper. 
He  and  Scott  Davenport 
split  the  profits  and  the 
cost  of  inputs  such  as  fer- 
tilizer and  chemicals, 
with  the  partnership  sup- 
plying the  land  and  Heil 
the  labor  and  equipment 
to  farm  it.  Crop  shares  are 
the  riskiest  lease  for  in- 
vestors, since  income  is 
tied  to  weather  and  com- 
modity prices,  but  they 
.lso  provide  the  great- 
est profits.  For  Heil,  it's  a 
chance  to  boost  income 
without  taking  on  debt. 

Heil    figures    he'll    get 

000    for    the    farm's 

:r    and    milo,    when 

price  supports  are 

ex     some 

cpenses  the 


Farmer  Donald  Heil 

Boosting  income  without  adding  debt. 


landowners  should  clear  $5,000  on  their  share.  They 
could  earn  $1,250  more  if  there's  enough  moisture  for  a 
second  crop,  which  would  be  soybeans. 

That's  a  fair  but  not  impressive  return — about  3.6% 

without  the  second  crop,  about  4.5%  with  it.  Scott 

Davenport  paid  $575  an  acre,  or  $138,000  for  the  farm. 

Isn't  $575  an  acre  cheap  for  good  Iowa  land?  Yes  and 

no.  "One  year  ago  the  bank  refused  $449  per  acre  [from 

a  local  farmer],"  recalls 
Harry  Mattox,  who  farms 
800  neighboring  acres  and 
passed  up  a  chance  to  bid 
on  the  property.  Heil  him- 
self bid  $450  an  acre  at 
last  year's  auction,  a  frac- 
tion of  the  $1,250  an  acre 
he  paid  for  better  land 
when  land  prices  were  at 
their  peak. 

Local  farmers  might 
have  bid  more  if  the  soil 
was  sandy  loam,  prized  for 
growing  soybeans  and 
wheat.  But  this  is  a  darker 
Wabash  clay,  a  less  porous 
soil  that  requires  more 
work.  There's  also  no  irri- 
gation system  to  tide 
crops  through  parched 
July  days;  the  equipment 
was  lost  when  the  former 
owner  declined  to  make 
payments  on  the  system's 
lease. 

The  partnership  is 
weighing  whether  a  new 
irrigation  unit  makes 
sense.  But  that's  a  tricky 
decision  for  investors  who 
will  be  in  farmland  for  ten 
years  or  less.  Maybe  they 
should  have  a  longer  hori- 
zon, but  to  make  the  deal 
more  salable  Scott  Daven- 
port inserted  a  sunset  pro- 
vision: The  partnership 
will  liquidate  in  seven 
ten  years. — R.S. 


: 
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would  be  about  8%,  though  Palen  fa- 
vors deals  that  use  debt. 

The  advantage  to  the  investor  in  the 

;ustom  farming  arrangement  is  that 

le  owns  the  land  outright  and  makes 

lis  own  decision  on  when  to  sell  it. 

The  disadvantage  is  that  he  is  essen- 

:ially  a  captive  customer  of  Palen 

-arms.  The  management  contract  is 

•  enegotiated  every  year.  What  if  the 

price  goes  up?  It  might  be  fairly  hard 

1.0  find  another  tenant  farmer  for  a 

mall  parcel  in  the  middle  of  Palen- 

>perated  territory. 

I  Do-it-yourself  property  management. 
:or  the  really  venturesome,  there  is, 
>f  course,  a  way  to  get  into  farmland 
lirectly:  Buy  a  farm  yourself  and  hire 

local  farmer  to  operate  it. 

"The  closer  you  can  get  to  the  per- 
on  farming  the  ground,  the  better  off 
'ou  are,"  says  Barbara  Oplinger,  who 
uns  Spring  Creek  Farms  in  Jewell, 
Lans.  with  her  husband,  Roger.  The 
)plingers  raise  2,500  pigs,  wheat, 
oilo  and  soybeans  on  6,000  acres, 
,500  of  them  rented  from  absentee 
-wners.  They  give  their  investors  a 
ash  return  of  6%  to  10%,  says  Barba- 
a  Oplinger,  in  the  form  of  an  annual 
,  ash  rent  to  some  and  as  a  share  of  the 


Met  Life's  Leo  Rasmussen 
Management  isn't  free. 


year's  crops  to  others. 

Finding  a  good  farm  isn't  easy,  how- 
ever. "The  best  land  is  in  very  strong 
hands,"  says  Harry  Mattox,  a  Nor- 
borne,  Mo.  farmer  who  is  looking  to 


add  to  his  800-acre  spread.  Lenders 
with  a  portfolio  of  foreclosed  farms 
often  show  investors  the  lowest-qual- 
ity properties  first. 

Sorting  the  good  farms  from  the  bad 
requires  lots  of  homework  for  the  in- 
vestor, since  two  neighboring  farms 
can  produce  very  different  returns. 
Factors  to  consider  include  soil,  rain- 
fall, the  cost  of  irrigation  pumps  and 
variations  in  yields.  Good  sources  of 
information  include  the  county  agent, 
the  local  farm  management  company 
and  the  farm's  neighbors,  though  it's 
best  for  an  investor  to  have  ties  to  the 
local  community. 

"If  you  don't  know  anything  about 
farmland,  you  can  get  taken,"  warns 
the  University  of  Illinois'  Scott. 

Farmland.  A  long-term  hedge 
against  inflation,  but  a  field  of  invest- 
ment that  requires  more  knowledge 
and  study  than  most.  You  either  work 
hard  or  pay  someone  to  do  the  work 
for  you.  If  the  former,  you  are  going 
into  business  as  much  as  you  are  mak- 
ing an  investment.  If  the  latter,  you 
will  be  paying  such  huge  fees  and  ex- 
penses that  your  profit  potential  is 
limited.  Consider  farmland,  but  don't 
rush  into  it.  ■ 


WHEN  COMPROMISE  IS  OUT  OF  THE  QUESTION 


Psd&Mr 


For  the  name  of  the  Peterbilt  dealer  nearest  you  call:  1-800-447-4700 
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Want  some  real  estate  as  an  inflation 
hedge?  There  are  better  ways  to  get  it  than 
by  buying  limited  partnerships. 

A  real  estate 
smorgasbord 


By  Howard  Rudnitsky 


Real  estate  has  made  some  peo- 
ple very  rich — just  look  at  The 
iForbes  Four  Hundred.  It's  a 
great  inflation  hedge,  its  current  re- 
turn is  sometimes  as  good  as  the  re- 
turn on  bonds,  and  it  can  furnish  ter- 


rific capital  gains.  But  individual  in- 
vestors who  have  tried  to  capture 
these  benefits  with  limited  partner- 
ship investments  have  often  been  dis- 
appointed. High  up-front,  back-end 
and  in-between  fees  sucked  away 
most  of  the  profits  for  the  promoters. 
Now  Congress  has  taken  away  most 


iian  Villa 
It  be  worth  $1  billion? 


of  the  tax  benefits,  too. 

Don't  despair.  It  is  possible  to  get 
bit  of  real  estate  into  your  portfoli  ] 
without  making  some  promoter  rid  I 
Your  capital  gains  won't  be  dazzlinji 
but  you  can  get  a  decent  cash  yiell 
while  maintaining  an  inflation  hedg  f 
How?  Don't  buy  into  a  new  partne  I 
ship  deal.  Buy  a  piece  of  an  existinjl 
publicly  traded  company. 

•  Real  estate  investment  trusts.  REIT 
come  in  two  primary  flavors:  mor 
gage  and  equity.  The  former  owr 
mostly  mortgages  and  provides 
bond-like  return.  For  an  inflatic 
hedge,  get  the  latter  variety. 

Equity  REITs  can  be  found  wit 
yields  as  high  as  8%  to  9%.  But  it 
hard  to  find  the  combination  of  a  hij 
yield  and  a  reasonable  prospect  f< 
regular  dividend  increases.  One  goc 
compromise,  says  Bruce  Garrison 
Houston's  Lovett  Mitchell  Webb 
Garrison,  is  United  Dominion  Real 
Trust  (recent  price,  16'A;  yield,  6.8% 
with  a  portfolio  of  26  apartmei 
buildings  (over  6,000  units)  and 
shopping  centers  situated  mainly 
Virginia  and  North  Carolina.  Oca 
pancy  rates  on  the  apartments,  whic 
account  for  some  70%  of  total  revl 
nues,  stand  at  a  healthy  91%. 

A  shopping  center  REIT  recor 
mended  by  Martin  Cohen  of  Ne| 
York  City-based  Cohen  &  Steers  Caj 
ital  Management  is  Federal  Reall 
(20%).  Federal's  38  shopping  centel 
in  the  mid- Atlantic  states  should  ge^ 
crate  $1.35  a  share  this  year  in  ca 
flow  (earnings  plus  depreciatior 
Robert  Frank  of  Alex.  Brown  &  Soil 
likes  New  Plan  Realty  |14>/b),  whic. 
owns  35  shopping  centers,  includii 
the  36-acre  Roosevelt  Mall  in  Phill 
dclphia.  Its  shares  currently  yiej 
6.5%.  The  controlling  Newman  fa 
ily  owns  15%  of  the  stock,  and 
enabled  New  Plan  to  double  its  di\ 
dend  since  1982. 

MGI  Properties  (18s/b)  has  a  portfi| 
lio  of  office  and  industrial  buildir 
apartments  and  shopping  centeil 
many  in  the  Midwest.  The  $1.60  di\ 
dend,  providing  a  rich  8.6%  yiel  I 
could  be  raised  in  the  next  year,  sin<  i 
cash  flow  from  operations  is  rising. 

•  Developers  Some  developers  cont 
ue  to  build  while  holding  an  inve 
ment  portfolio  of  completed  buil 
ings.  Waterfront  gentrifier  Rouse  C 
(21  Va)  is  in  this  category.  Like  a  lot 
real  estate  owners  forced  by  accoun ' 
ing  rules  to  depreciate  properties 
are  in  fact  appreciating,  this  comr. 
has  a  modest  net  income  and  hoc 
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f  b  matter  where  your  insurance  needs  take  you, 
I        you'll  probably  wind  up  with  us. 


j  Over  65  years  ago,  we  set  out  to  build  a  new  kind 
)f  surance  group. 

'.  One  unencumbered  by  conventional  insurance- 
n  istry  wisdom. 

I  Today  we're  leaders  in  a  broad  range  of  coverages, 
k  i  property  and  casualtyto  accident  and  health. 

i  We're  also  geared  for  fast  response  to  rapidly  shift - 
a  ronditions.  Witii  indigenous  managers  around  the 
V-  dwho  think  and  act  like  entrepreneurs. 


The  result  is  an  organization  well  positioned  to  meet 
your  insurance  needs  today  while  anticipating  new  risks 
that  might  turn  up  tomorrow. 

To  learn  more,  contact  AIG,  Dept.  A,  70  Pine  Street, 
New  York,  New  York  10270. 

Together,  we'll  function  like  clockwork. 

Insurance  Companies  That  Don't  KY7& 
Think  Like  Insurance  Companies  rW^iyi 
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value.  Rouse  management 
help*  shareholders  over- 
come their  fears  about  the 
conventional  balance  sheet 
measures  by  declaring  that 
the  book  value  would  be  $2  7 
a  share  if  its  malls  and  the 
developed  land  in  new  city 
Columbia,  Md.  were 
marked  up  to  their  ap- 
praised value. 

Those  impatient  with  the 
slim  2.5%  yield,  says  Rob- 
ert Frank,  should  consider 
the  53A%  convertible  de- 
bentures, trading  at  91  for  a 
current  yield  of  6.3%.  Each 
debenture  is  convertible 
into  34.9  shares  of  Rouse 
worth  $21.25,  for  a  23% 
conversion  premium.  On 
the  other  hand,  the  debenture  is  at  a 
3%  discount  to  the  appraised  value  of 
the  shares  that  it's  convertible  into. 
(See  story  on  convertibles  in  Bonds 
section.) 

•  Land  plays.  Several  publicly  traded 
corporations  are  sitting  on  valuable 
tracts  of  land.  Newhall  Land  &  Farm- 
ing is  already  in  play,  but  there  are 
others.  Among  them:  Tejon  Ranch, 
which  owns  a  270,000-acre  parcel  60 
miles  north  of  Los  Angeles;  Consoli- 
dated-Tomoka  Land,  which  owns  cit- 


Roi4se's  FaneuU  Hall  in  Boston 

A  convertible  debenture  gives  you  a  piece  of  this. 


of  Hilton's  debt  and  shrink  its  25  mil- 
lion shares  outstanding,  earnings  on 
the  remaining  shares  would  rise 
sharply.  Without  the  sales,  net  could 
rise  20%  this  year,  to  $5.40  a  share. 
•  Retailers  Raiders  have  captured 
most  of  the  hidden  real  estate  value  in 
department  store  chains  and  other  re- 


tailers. But  no  one  has  goi 
after  Sears,  Roebuck  (341/ 
which  owns  or  has  chej 
long-term  leases  on  most 
its  over  800  U.S.  store 
many  of  them  attractive 
situated.  According 
Mark  Boyar,  a  New  Yo 
City  money  manager, 
real  estate  alone  is  wor 
over  $30  a  share.  Th 
means  the  investor  is  ge 
ting  the  retailing  busine; 
Allstate  Insurance  ai 
Dean  Witter  for  next 
nothing. 

Two  far  smaller  ret; 
plays,  according  to  Jam 
Schmitt  of  Westcountry ! 
nancial  in  Somis,  Calif.,  i 

Standard      Brands      Pai 

(HVi),  with  land  worth  $18  a  shai 
and  RB  Industries  (7Vg),  a  West  Coa 
furniture  chain  of  49  stores,  with  re 
estate  holdings  worth  $15  a  share. 

All  in  all,  then,  real  estate  is  far  fro 
dead.  For  most  investors,  however,  t 
surest  rewards  are  not  to  the  swift  b 
to  the  patient  and  sensible.  ■ 


Kevin  GaJvin/E  ('  Jones  C 


Generally  speaking,  partnership  operato) 
do  well,  partnership  buyers  don't.  Thinl 


rus  groves  and  other  acreage  in  Flori 

da;  and  Santa  Anita  Realty,  selling  at     fWlCe  before  VOU  btiV  IntO  One 

297b  and  yielding  some  7%.  Santa  An-  J  >7  J 


[yielding 

ita's  $1.86-a-share  cash  flow  is  on  the 
upswing  as  a  result  of  its  renovation 
of  1-million-square-foot  Santa  Anita 
Fashion  Park  mall,  next  door  to  its 
Arcadia,  Calif,  racetrack. 

Santa  Anita's  kicker  is  its  320  acres 
of  racetrack  land,  of  which  only  about 
half  is  needed  for  the  track.  The  re- 
maining land  can  be  used  as  a  parking 
lot.  Analysts  claim  that  a  parking  lot 
in  that  city,  15  miles  east  of  Los  Ange- 
les, is  worth  over  $800,000  an  acre — 
or  $15  a  Santa  Anita  share 
•  Hotel  companies  There  are  a  number 
of  these,  but  some  of  them  have  al- 
ready sold  off  many  of  the  hotels  they 
manage,  so  that  the  real  estate  play  is 
minimal.   Hilton    Hotels   |88Vk)   still 
has  a  lot  ol  teal  estate.  Bear,  Steams 
Steven  Eisenberg  says  the  company 
d  a  $]  billion  offer  for  its  Ha- 
mi  Village  in  Honolulu — which  it 
jointly    with    Prudential— and 
been  some  interest  in  the 
-■•  ilia  as  well.  Selling  these 
ould  net  close  to  $700 
01  $28  a  share.  If 
used  to  pay  off  most 


Roll  up  as  rip-off 


By  Howard  Rudnitsky 


Q 


.uestion:  What's  the  difference 
I  between  an  investor  and  a 
,dead  cat?  Answer:  A  dead  cat 
can  be  skinned  only  once.  Consider 
the  recently  popular  "roll-ups"  of  real 
estate  limited  partnerships. 

Last  October's  market  crash  and  a 
1987  tax  law  change  have  made  roll- 
ups  into  master  limited  partnerships 
much  less  palatable  these  days.  But 
partnership  pros  are  hard  at  work  find- 


ing ways  around  the  tax  change, 
nothing  in  the  tax  law  is  likely 
change  a  long-standing  rule  of  limit 
partnership  investment:  The  operail 
almost  always  does  well,  even  if 
investors  fare  terribly. 

A  roll-up  merges  a  number  of  lir 
ed  partnerships  into  a  single  ma 
limited  partnership.  The  inves 
swap  their  partnerships  for  units  1 
unlike  partnership  interests,  can 
traded  on  an  exchange.  A  roll-up  siij 
posedly    provides    better    liquidiji 
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ULTIMATE  GUIDANCE  SYSTEM 
FOR  PERSONAL  INVESTING. 


<  impuServe  lets  you  fly  with 
I '  top  guns  of  investment 

!  CompuServe's  combination  of  the 
1  it  information  and  decision  support 
$■  ulable  can  help  you  make  better 
iancial  decisions. 

I  not  what  you  know,  it's 
*en  you  know  it 

•  CompuServe  takes  you  straight 
tj  he  facts  on  stocks,  mutual  funds, 
tj  ions,  and  other  securities,  no 
ij  tier  how  turbulent  market  con- 
dons  become. 

H  ibu  can  act  on  current  market 
q  wees  minutes  after  they  happen 
B  d  check  out  tips  as  well  as  your 
en  hunches. 


Save  time,  make  money. 

Search  up  to  12  years  of  historical 
data,  current  facts  and  trends,  plus 
professional  forecasts  on  thousands 
of  companies.  And  measure  your 
research  time  in  seconds  rattier 
than  hours. 

'We  also  provide  easy-to-use  graph- 
ing programs  and  downloading  inter- 
faces that  allow  your  spreadsheet  or 
other  software  to  use  our  data. 

Youre  never  alone. 

CompuServe  keeps  you  up  on 
business  news  and  information  as  it 
happens  so  you  can  follow  events 
that  affect  your  investments. 

Our  financial  forums  let  you  talk 


shop  with  other  investors,  from  the 
novice  to  the  most  experienced 

And  when  you  decide  to  act,  online 
discount  brokers  are  standing  by  ready 
to  take  your  order  24  hours  a  day  Right 
from  your  terminal. 

Get  ready  for  take-off  today. 

All  you  need  to  access  CompuServe 
is  a  modem  and  just  about  any  personal 
computer.  To  order  direct,  or  for  more 
free  information,  call  1 800  848-8199.  In 
Ohio  and  Canada,  call  1 614  457-0802. 

CompuServe 

Information  Services,  PQ  Box  20212 

5000  Arlington  Centre  Blvd.,  Columbus,  OH  43220 

An  H&R  Block  Company 
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steadier  income  and  lower  overhead. 
But  investors  can  still  get  hosed. 

nsider  the  20,000  investors  who 
were  limited  partners  in  one  or  more 
of  the  35  real  estate  limited  partner- 
ships put  together  during  the  property 
market  heyday  by  syndicators  like 
McNeil  Corp.,  University  Group  and 
Southmark  Corp.  Ten  months  ago 
Southmark  asked  the  limited  partners 
to  exchange  their  interests  for  new 
units  in  a  single  master  limited  part- 
nership called  National  Realty,  L.P. 
Southmark  told  the  limited  partners 
that  National  Realty  represented 
properties  with  an  appraised  value  of 
$10  a  unit,  and  would  probably  pay 
a  12.5-cent-a-quarter  distribution. 
Most  of  the  20,000  limited  partners 
voted  in  favor  of  the  roll-up. 

Few  of  them  could  have  realized  at 
the  time  that  the  liquidity  was  some- 
thing of  an  illusion.  Yes,  there  now 
was  a  regular  market  for  the  units,  but 
at  what  price?  National  Realty 
opened  on  the  American  Stock  Ex- 
change at  a  little  over  $3  a  unit — a 
shattering  70%  discount  from  the  ap- 
praised value,  and  far  greater  than  the 
usual  roll-up  discount  of  25%.  Divi- 
dends? The  promised  cash  payout 
lasted  three  months  and  is  now  down 
to  8  cents. 

The  promised  reductions  in  over- 
head have  yet  to  come  through.  But 
costs  of  the  roll-up  came  out  $4  mil- 
lion higher  than  the  projected  $12.5 
million.  Remember,  the  investors  had 
already  paid  a  hefty  price  years  ago  to 
get  into  real  estate:  Fees,  sales  com- 
missions and  expenses  in  many  cases 
totaled  20%  to  25%.  Thanks  to  those 
heavy  front-end  costs,  a  substantial 
minority  of  investors  were  still  be- 
hind going  into  the  roll-up,  not  count- 
ing tax  benefits.  Others  would  have 
come    out    with    considerably    more 
than    their    original    investment, 
were  National  Realty  worth  its  $10 
appraised  value.  As  it  is,  with  Na- 
tional  Realty   trading  recently  at 
ill  investors  are  under  water. 
This  over  periods  when  inflation 
and  the  stock  market  were  raging. 

Wh\  do  investors  buy  partnerships? 
Why  are  they  so  gullible  as  to  swallow 
-   partnership  layered 
lartnerships?   Salesman- 
partners  to  vote  for 
oll-up    brokers  typically 
ment  of  each 
I  nothing  for 
'  »te  no    1  his  nifty 
!  ers   in  the  Na- 
i    re  than 


$9  million  in  commissions.  E.F.  Hut- 
ton  also  pocketed  nearly  $3  million 
for  putting  its  name  on  the  roll-up 
prospectus.  Two  appraisers  split  a 
$600,000  fee  for  opining  that  the  Na- 
tional Realty  properties  had  an  ap- 
praised value  of  $10  per  unit. 

How  is  general  partner  Southmark 
making  out?  Not  badly.  In  the  roll-up 
it  took  a  $2  million  proxy  solicitation 
fee,  plus  $366,000  as  general  partner 
compensation.  That  on  top  of  the  $4.8 
million  a  year  it  already  gets  for  manag- 
ing and  maintaining  the  partnership 
buildings.  National  Realty  also  came 
in  handy  as  a  place  for  Southmark  to 
warehouse  $5.8  million  of  stock  in 
Servico,  a  hotel  management  firm 
Southmark  is  trying  to  control.  The 
arrangement  limited  National  Realty 
to  a  $1  gain  in  the  stock.  Southmark 
stands  to  fare  a  lot  better  and  gain 
majority  control  of  Servico.  South- 
mark  used  National  Realty's  scarce 
capital  while  slashing  its  dividends. 

Another  general  partner  did  well: 
Robert  McNeil.  McNeil,  who  ran  20 
partnerships  that  were  rolled  into  Na- 
tional Realty,  was  one  of  the  better  of 
the  breed.  His  investors  in  partner- 
ships going  back  to  1977  could  look 
forward  to  excellent  returns  as  their 
properties  were  sold  off.  Alas,  they 
never  enjoyed  the  big  payoff.  In  1986 
McNeil  sold  his  management  compa- 
ny to  Southmark  for  $58  million.  Last 
year  he  agreed  to  vote  his  own 
partnership  interests  for  the 
roll-up.  In  return  South 
mark  worked  out  a  fin 


deal  so  McNeil  could  defer  tax  c 
some  $4  million  of  gains. 

Ronald  Baker,  president  of  Oa 
land-based  Partnership  Securities  E 
change,  which  buys  partnership  uni 
in  the  secondary  market,  fought 
lonesome  battle  last  September  on  b 
half  of  McNeil  investors  who  didr 
want  to  join  the  National  Realty  ro 
up.  But  the  SEC  thwarted  his  attem 
to  insert  a  dissenting  opinion  in  tl 
proxy  literature  sent  to  McNeil  pai 
ners,  and  Baker  lost  the  vote. 

Baker  reminds  investors  that  wh< 
they  join  a  roll-up,  they  are  giving  up 
valuable  right:  "When  you  are  in  i 
individual  partnership  that  isn't  wi 
ing  to  sell  property  as  it  said  it  woul 
a  simple  majority  vote  [by  the  limiti 
partners]  can  remove  the  general  pai 
ner.  But  in  most  roll-ups  it  takes 
two-thirds  vote  of  a  much  larger  ur 
verse"  to  unseat  management. 

The  word  limited  should  be  take 
seriously.  Shareholders  in  a  public  cc 
poration  at  least  have  the  escape  hat< 
of  a  proxy  battle  or  takeover  bid. 
that  battle,  institutional  holders  w 
be  looking  to  maximize  or  protect  tl 
value  of  their  shares.  But  holders 
partnership  units  are  much  more 
limited  in  their  options,  and  al- 
most never  have  institutions 
on  their  side.  ■ 
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res,  you  can  find  a  money  manager  who  '11 
wndle  your  $100,000  account.  But  you 
night  be  much  better  off  in  a  mutual  fund. 


Professional  help 


By  Jonathan  Clements 

|W  or  a  decade,  Erland  Construc- 
M  tion's  $700,000  profit  sharing 
4m  fund  languished  in  certificates 
»  deposit  and  Treasury  bills.  The 
■  id's  trustees  twice  tried  to  find  a 
pfessional  manager,  but  both  times 
{te  up  in  confusion.  "All  I  can  re- 
i  :mber  are  reams  and  reams  of  bro- 
tures  and  statistics  that  you  just 
<  jldn't  wade  through,"  recalls  Anne 
Bier,  corporate  treasurer  of  the  Bur- 
1  gton,  Mass.  construction  company. 
|>  Hie  fund's  bewildered  trustees  fi- 
«Uy  turned  to  Robert  Barker,  an  E.F. 
Iitton  vice  president  who  matches 
i'estors  with  money  managers. 
Bfker  helped  the  trustees  select  a 
jjal  money  manager  who  put  the 
wid's  assets  into  a  conservative  mix- 
tre  of  stocks,   bonds  and  cash.   "I 


Phil  Ruling 

turned  over  the  money  on  the  Friday 
before  Black  Monday,  so  they  didn't 
have  time  to  invest  it,"  says  Feher.  "I 
guess  we  were  lucky." 

Erland's  profit  sharing  fund,  and 
$28  billion  in  similar  accounts, 
helped  Hutton's  asset  management 
division  (now  part  of  Shearson  Leh- 
man) gross  $331  million  last  year  in 
management  fees  and  commissions. 
Shearson's  "select"  program  doesn't 
pick  stocks;  it  picks  stock  pickers, 
sharing  with  them  a  "wrap  fee"  of  up 
to  3%  of  assets  annually  that  covers 
commissions  on  trades  and  portfolio 
management  fees.  Shearson's  other 
consulting  service,  the  "suggest"  pro- 
gram, has  a  $100,000  minimum  and 
either  charges  a  wrap  fee  or  picks  up 
"soft  dollars"  by  having  money  man- 
agers funnel  trades  through  Shearson. 

A  3%  fee  for  managing  money  is  a 


little  on  the  steep  side  (see  story,  p. 
260),  but  the  success  of  the  15-year- 
old  program  is  evidence  that  Shear- 
son's  money-manager-finders  are  fill- 
ing a  need.  Out  there  are  a  lot  of  savers 
like  Erland  Construction  who  not 
only  don't  know  how  to  pick  invest- 
ments but  also  don't  know  how  to 
pick  investment  managers. 

It's  not  easy  to  select  a  money  man- 
ager. Today  there  are  4,500  invest- 
ment advisers  who  will  handle  money 
on  a  discretionary  basis,  up  by  1,200 
in  two  years.  Managers  typically  take 
an  annual  fee  of  0.5%  to  2%  of  assets, 
depending  on  the  size  of  the  account. 
With  the  exception  of  the  Shearson 
select  program's  fairly  unusual  ar- 
rangement, they  also  usually  run  up 
brokerage  commissions.  Some  of  the 
pros  earn  back  these  costs  by  consis- 
tently beating  the  market  averages.  A 
lot  don't,  however,  and  their  clients 
end  up  wishing  they  had  bought  a 
cheap  index  fund  that  merely  tracked 
the  averages. 

Indeed,  the  first  question  any  small 
investor  should  ask  before  picking  a 
money  manager — or  having  someone 
like  a  broker  do  it — is  whether  a  man- 
ager is  needed  at  all.  With  a  modest 
annual  fee  of  1%,  a  $1  million  ac- 
count will  generate  $10,000,  enough 
for  some  personal  attention  and  per- 
haps even  tax  strategy.  But  what 
about  a  $100,000  account,  the  mini- 
mum needed  for  the  Shearson  select 
program?  Even  at  a  stiff  3%,  that  ac- 
count will  yield  the  manager  only 
$3,000  a  year,  not  enough  for  a  lot  of 
hand-holding  and  individualized  port- 
folio strategies.  And  if  what  you  get  is 
a  cookie-cutter  portfolio,  why  not  put 
the  $100,000  into  mutual  funds? 
Plenty  of  good  funds  are  available 
with  fees,  overhead  and  brokerage 
commissions  running  a  lot  less  than 
3%  of  assets  annually. 

When  Heidi  Steiger  took  over  the 
individual  asset  management  division 
of  Neuberger  &.  Berman  in  January 
1986,  she  raised  the  minimum  ac- 
count size  from  $100,000  to  $250,000. 
"At  that  point,  the  performance  is 
very  consistent,  whether  you're  talk- 
ing about  a  $250,000  account  or  a  $20 
million  account,"  says  Steiger.  "Be- 
low $250,000,  the  performance  is  very 
spotty."  The  reason  is  simple:  Small 
portfolios  are  difficult  to  diversify.  In- 
deed, that's  why  mutual  funds  were 
invented.  Their  chief  disadvantage  is 
that  they  cannot  pass  capital  losses 
through  to  shareholders. 

"When  you  can  go  out  and  buy  a  no- 
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load  with  very  low  management  ex- 
penses and  a  competitive  record,  I 
don't  find  it  very  compelling  to  go 
hire  a  manager  for  $50,000,"  argues 
Sandy  Lincoln,  a  managing  director 
with  consultant  Mercer  Meidinger 
Hansen,  a  firm  that  helps  pension 
sponsors  find  portfolio  managers.  "It's 
a  waste  of  bucks." 

If  you  have  substantial  assets — or  if 
you  have  only  $50,000  but  are  deter- 
mined to  ignore  Lincoln's  good  ad- 
vice— do  what  pension  funds  do:  hire 
a  consultant  to  find  a  money  manager. 

First  question  to  ask:  How  will  the 
consultant  be  paid?  Some,  like  New 
York  City's  Wyatt  Asset  Services, 
charge  a  flat  fee  or  an  hourly  rate. 
Wyatt's  accounts  are  generally  above 
$10  million,  and  carry  fees  of  at  least 
$15,000  for  the  selection  of  a  portfolio 
manager  and  $8,000  annually  for 
monitoring  performance.  There  are, 
however,  consultants  whose  accounts 
are  much  smaller.  San  Diego-based 
adviser  Michael  Stolper,  for  example, 
charges  a  minimum  of  $1,500  for  find- 
ing a  portfolio  manager. 

Retail  brokers  with  a  sideline  as 
money-manager-finders  often  take 
much  smaller  accounts.  They  typical- 
ly don't  collect  from  the  investor  at 
all.  Instead,  they  insist  that  the  lucky 
manager  who  gets  the  account  do  his 
trading  through  the  referring  broker. 


Some  nonbrokerage  consulting  firms 
take  their  pay  in  similar  fashion, 
through  soft  dollars  that  allow  them 
to  share  in  commissions  directed  to  a 
particular  brokerage  firm. 

The  problem  with  such  an  arrange- 
ment is  that  it  gives  the  money  man- 
ager an  incentive  to  churn  your  ac- 
count. If  you  go  this  route,  you  have 
the  added  burden  of  watching  closely 
the  turnover  in  the  account.  Set  a 
limit  on  the  dollar  amount  of  broker- 
age fees  that  can  be  run  up  per  year.  A 
starting  point  for  negotiation  is  the 
3%  wrap  fee  that  Shearson's  select 
program  offers.  Brokerage  commis- 
sions plus  money  management  fees 
should  not  exceed  this  percentage  of 
your  assets. 

Once  you  have  narrowed  your 
search  to  one  or  two  prospective  man- 
agers, check  them  out.  Money  manag- 
ers are  usually  willing  to  provide  lists 
of  satisfied  clients,  although  such  tes- 
timonials must  be  taken  with  a  grain 
of  salt.  You'll  never  hear  about  their 
clients  who  lost  money. 

Next,  ask  for  the  money  manager's 
ADV  registration  with  the  SEC.  Part  II 
shows  resumes  of  the  firm's  princi- 
pals and  describes  fees  and  manage- 
ment style.  Part  I  lists  criminal  con- 
victions and  tells  you  whether  the 
firm  has  ever  had  trouble  with  the 
SEC.   Make   sure   that   you  get   the 


By  invitation  only 


The  ten  top  managers  over  the  past  five  years,  as  tracked  by  CDA 
Investment  Technologies,  can  afford  to  be  picky  about  their  business. 
Most  won't  take  accounts  under  $1  million,  and  some  aren't  accepting 
new  money.  The  best  is  Mario  Gabelli's  Gamco.  His  advice  is  open  to  the 
public  through  the  closed-end  Gabelli  Equity  Trust,  which  trades  at  a 
discount  to  net  asset  value,  and  the  open-end  Gabelli  Asset  Fund.  Ruane 
Cunniff  runs  the  Sequoia  Fund,  but  it  is  not  accepting  new  shareholders. 
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whole  ADV. 

Next,  ask  for  performance  histor 
Alas,  this  must  be  taken  with  anoth 
grain  of  salt.  A  standing  joke  in  ti 
pension  consulting  industry  is  thi 
there  is  no  such  thing  as  a  botton 
quartile  performance.  How  so?  Or 
trick  is  for  the  manager  to  preset 
data  only  for  those  periods  when  1, 
was  beating  the  market.  There  ai 
1,001  other  ways  to  fudge  a  perfo 
mance  record.  Among  them:  exclu 
ing  disgruntled  ex-clients  from  the  ax 
erages,  weighting  the  averages  accon 
ing  to  what  method  gives  the  bes  ( 
looking     results,     and     publishif  j 
hypothetical  results  as  if  they  weii 
achieved  with  real  money.  In  sevei 
cases  of  underperformance  the  mai 
agement  firm  can  always  go  out  ■) 
business  and  reorganize  under  a  nejl 
name.  The  bad  performance  numbe \i 
simply  disappear. 

And  then  there  is  the  outright  li  lj 
"Just  today,  I  must  have  had  two  <m 
three  managers  sending  me  inform 
tion  that  is  completely  fabricated^ 
says  Bruce  Hauptman,  a  Fairfielil 
Iowa  consultant. 

Aren't  performance  data  filed  wid| 
the  SEC?  Unfortunately,  no.  But  larj 
managers  do  file  certain  SEC  dociu 
ments  from  which  reasonable  guesst 
can  be  derived.  Managers  with  at  leaj 
$100  million  in  stocks  and  convenl 
ibles  list  their  positions  at  the  end  tj 
each  quarter.  Companies  like  Roclli 
ville,    Md. -based    CDA    Investmei 
Technologies    use    those    filings   i 
measure  performance.   CDA  simp, 
assumes  that  all  positions  held  at  tf 
quarter's    start   are    maintained  ui, 
changed  for  three  months.  The  advai 
tage  to  the  CDA  system  is  that  mai 
agers  would  find  it  hard  to  doctor  tf 
numbers.  The  disadvantage  is  that 
presumes  a  money  manager  is  ful 
invested  and  ignores  trading  betwec 
quarterly  statements.  Over  short  per 
ods,  the  CDA  rankings  are  not  tel 
reliable.  For  long  periods — three  yea 
and  up — they  seem  to  be  the  mo 
unbiased  performance  data  availabl 
In  the  table  we  show  the  ten  manage 
that  were  top-ranked  by  CDA  over  tl 
past  five  years. 

On  very  rare  occasions,  the  SE 
catches  a  money  manager  for  fudgii 
his  record.  Last  year  it  charged  th 
Max  Zavanelli,  a  Chicago-area  ma' 
ager,  cited  investment  results  that  i. 
eluded  three  years  when  no  actu 
trades  occurred.  Zavanelli,  who  sa' 
he  was  paid  for  investment  advii 
during  those  three  years  but  didn 
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:tually  execute  the  trades  himself, 

'as  barred  from  accepting  new  cli- 

llts  for  180  days.  He  thinks  the  SEC 

'as  just  being  overly  zealous. 

:  A  final  note  on  performance  rec- 

'  ds:  They  are  a  very  imperfect  guide 

future  results.  Equally  important  is 

e  risk  the  manager  takes  to  get  his 

suits,  and  whether  you  are  comfort  - 

■>le  with  that  level  of  risk.  Perhaps 

!  e  first  question  to  ask  is  how  well 

'e  average  account  did  in  the  final 


quarter  of  last  year,  when  the  market 
crashed. 

Once  signed  on  with  a  manager, 
when  should  you  bail  out?  Industry 
wisdom  says  a  money  manager 
should  get  three  years  or  a  market 
cycle  to  prove  his  worth.  But  consul- 
tant Stolper  says  that  may  be  too  long. 
"If  you  get  into  the  second  year  and 
it's  going  to  take  an  act  of  God  to  hit 
your  objectives,  you  might  as  well 
leave." 


Better  still,  try  to  get  out  before  the 
numbers  turn  bad.  Among  the  early 
warning  signs  are  a  change  in  the 
management  company's  ownership,  a 
switch  in  your  account  representative 
without  reasonable  explanation,  a 
change  in  the  money  manager's  in- 
vestment philosophy  or  the  departure 
of  key  personnel. 

If  this  sounds  like  too  much  work, 
consider  the  cheaper  option,  which  is 
to  buy  a  mix  of  mutual  funds.  ■ 


Investing  deluxe 


It's  time  to  sell  your 
racehorse  stabled  in 
France,  but  you  simply 
can't  find  the  time  to 
close  the  deal.  What  to 
do?  Why,  turn  to  your 
trust  officer. 

Selling  Thoroughbreds 
or  yachts  or  homes  in  for- 
eign countries  is  not  Jack 
Church's  primary  busi- 
ness. But  with  a  million- 
dollar  account  minimum 
at  Philadelphia's  Glen- 
mede  Trust  Co.,  where 
Church  is  head  of  invest- 
ments, customers  can  be 
demanding.  "If  we  skimp 
on  service,  we're  dead," 
says  Church,  55.  Not 
skimping — Church  has 
arranged  for  all  of  the 
above  transactions — has 
allowed  his  employer  to 
reach  $4  billion  in  assets 
under  management,  up  from  $1.2  billion  in  1979,  when 
Church  came  over  from  the  trust  department  of  a  bank. 

There  are  others  in  the  business  of  hand-holding  for 
wealthy  investors.  One  of  the  best  known  is  New  York 
City's  Bessemer  Trust,  a  family  office  originally  run  for 
descendants  of  steel  baron  Henry  Phipps.  Another  is 
U.S.  Trust  Corp.,  a  New  York  institution  that  has 
moved  from  commercial  banking  into  trust  work. 

Glenmede  did  not  exactly  start  from  scratch.  Well- 
heeled  Main  Line  Pennsylvanians  have  known  the 
company  since  its  founding  in  1956,  when  f.  Howard 
Pew  set  it  up  to  administer  his  family's  charitable 
foundations.  The  assets  in  those  seven  trusts  were 
made  up  mostly  of  stock  in  Sun  Co.,  which  Pew's 
father  had  started,  along  with  holdings  in  Chilton 
Publishing  and  General  Crude. 

Glenmede's  current  incarnation  came  about  almost 
by  accident.  International  Paper  bought  General  Crude 
in  1974,  leaving  Glenmede's  board  with  the  question  of 
how  to  reinvest  the  cash.  It  decided  to  open  a  for-profit 
money  manager,  which  would  take  outside  business. 
Says  Anderson  Pew,   51,   a  great-grandson  of  Sun's 
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Jack  Church  of  Glenmede  Trust  Co. 
"If  we  skimp  on  service,  we're  dead." 

founder  and  a  member  of  both  the  Sun  and  Glenmede 
boards,  "We  felt  there  was  a  critical  mass  to  be  reached 
in  terms  of  dollars  managed."  The  critical  mass  has 
been  reached.  Glenmede,  owned  by  Pew  family  mem- 
bers and  top  management,  made  a  profit  of  about  $1.4 
million  last  year  on  revenues  of  $1 1.8  million. 

Church  knew  where  to  find  his  customers,  who  pay  a 
minimum  of  $10,000  a  year,  plus  an  additional  $5,000 
for  the  second  and  each  subsequent  million  dollars. 
"Philadelphia  is  a  trust-oriented  city,"  he  says.  "Very 
conservative  and  very  wealthy."  His  market  was  the 
disgruntled  clients  of  Philadelphia's  commercial 
banks,  many  of  which  have  recently  undergone  merg- 
ers. "Our  customers  expect  personal  attention,"  says 
Church.  And,  evidently,  a  sense  of  humor.  A  caller  who 
dials  Andy  Pew  by  mistake  is  told,  "Right  Pew,  wrong 
Church." 

Performance,  seemingly  a  secondary  consideration 
for  the  carriage  trade,  is  not  bad  at  Glenmede.  Its  Pew 
Memorial  Trust  has  appreciated  17.5%  a  year  over  the 
five  years  ending  December  1987,  versus  a  gain  of 
16.4%  for  the  S&P  500.— Edward  F.  Cone 
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When  getting  prof essional  help  with  mon- 
ey1, concern  yourself  not  only  with  how  big 
the  fee  is  but  how  and  where  it's  collected. 

Shopping 
for  advice 


By  Laura  R.  Walbert 


THERE  ARE  MANY  WAYS  tO  pay 
the  piper,  but  don't  fool  your- 
self: If  you  need  professional 
help  selecting  investments,  you'll  pay 
for  the  advice,  one  way  or  another.  So 
pay  only  for  the  help  you  need.  And 
look  beyond  the  size  of  the  fee  &n  tu 
to  how  it  is  structured  and 
how  it  will  affect  the  way  your 
financial  adviser  advises. 

If  you  want  advice  more  im- 
partial and  detailed  than  your 
broker  can  provide,  figure  on 
spending  a  tidy  sum — at  least 
several     thousand    dollars    a 
year,    for    instance,     to    put 
$100,000  to  work.  You  have 
several      choices.      Financial 
planners  like  to  do  full-blown 
plans,    meaning    reviews    of 
your  salary,  your  future,  your 
insurance,  your  savings  habits. 
But  if  all  you  want  is  hand- 
holding  while  you  park  your 
$100,000,    you    can    probably 
persuade  a  planner  to  accept 
an  hourly  rate  for  a  few  hours 
to  help  you  select  investments 
such  as  no-load  mutual  funds.  Mark 
a     Lubbock,     Tex.     planner, 
charges  $75  to  $125  per  hour.  In  Na- 
pervillc.  111.,  Marilyn  Capelli  charges 
$100  an  hour.  To  find  people  like  this 
'.  or  neighborhood  contact 
based  international  Asso- 
icial  Planning, 
.dvice  on  a  variety  ol 
ters — say,  taxes  and  re- 
ing — you'll    probably 
nancial  plan  with 
ng.  For  that,  Ca- 
1%  ol  income  plus  m- 


vestable  assets  the  first  year,  and 
0.5%  a  year  thereafter.  You'll  have  to 
pay  commissions,  which  Capelli  fig- 
ures run  1%  or  2%  a  year.  Robert 
Hewitt,  a  Monterey,  Calif,  planner, 
charges  a  flat  $500  to  $  1 ,000  per  finan- 
cial plan,  plus  commissions  on  trans- 
actions. 


Remember,  whenever  you  add  com- 
missions on  purchases  and  sales  of 
securities,  you  add  the  potential  for 
churning.  It's  like  the  doctor  who 
owns  his  own  X-ray  equipment. 
Might  he  be  tempted  to  order  unnec- 
essary tests?  Thus  in  buying  invest- 
ment advice  you  might  be  better  off 
paying  a  flat  fee  or  a  percentage  of 
your  assets.  William  Lauttamus,  a 
Shearson  executive,  says:  "A  broker 
will  seldom  recommend  Treasury 
bonds  because  there's  no  remunera- 
tion in  it." 


Large  accounting  firms  often  ha\ 
financial  planning  groups  for  wealth 
clients.   Seidman  Financial  Servici 
offers  fee-only  (no  commissions)  a>  - 
vice.  But  you'll  need  at  least  $250,0( 
to  walk  in,  and  don't  expect  to  wall 
out  a  few  hours  later  with  an  inves 
ment  buy  list.  The  average  fee  in  Sei* 
man's  New  York  office  is  $8,000  f<  j 
the  initial  plan,  and  $4,000  a  yeJ 
thereafter.  "You  just  can't  come  to  il 
with  money.  You  have  to  commit  ij 
the  process,"  says  Seidman  Financi 
President  Allen  Gluck. 

Financial  planners  generally  are  nJ 
stock  pickers.  Instead  you're  likely  it 
get  packaged  products  like  mutu 
funds,  insurance  products  and  limitt 
partnerships,  or  be  sent  to  an  outsii 
equity  manager.  Planners  working  f< 
fees,  not  commissions,  may  selel 
noncommission  investments,  such  \ 
no-load  funds  and  Treasury  bon^ 
bought  at  Federal  Reserve  auctions. 
Provided  the  fee-only  plann 
doesn't  charge  too  much,  the  noi 
commission  route  can  be  a  best  bu 
Say  he  recommends  that  half  yoi 
$100,000  go  into  seven-year  Treasui 
notes,  bought  at  auctic 
through  a  discount  broker 
cash  management  accoun 
The  other  half  goes  into  a! 
assortment  of  funds  from  a  n>i 
load  fund  family.  Total  starti, 
costs:  a  purchase  commissio 
of  $100  on  the  bond  plus 
planner's  fee  of  several  then 
sand.  Annual  maintenamj 
costs,  if  the  funds  have  bekn 
average  expense  ratios  avera 
ing  0.6% :  $300. 

Take  the  same  $100,000  to 
full-service  broker  and  this 
what  could  happen:  Hz 
winds  up  in  an  assortment 
funds  with  5%  loads  and  wii 
higher  than  average  annu 
costs,  say  1.2%  a  year.  Tl 
other  half  goes  into  stock 
bonds  and  single-premium  li 
insurance,  with  sales  commissioi 
ranging  from  1%  to  7%.  Startup  cost 
commissions  totaling  perhaps  $4,00 
Annual  maintenance  costs:  $2,0(j 
and  up,  depending  on  how  much  traj 
ing  your  broker  does  and  how  mar 
Occult  charges  are  built  into  the  insu 
ance  contract. 

Some  stockbrokers  provide  gre 
management,  and  some  resist  tl 
temptation  to  do  a  lot  of  trading.  Bu 
as  with  any  all-commission  manag 
(some  planners  fall  in  this  category 
churning  is  a  hazard. 
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earch  out  all  the  facts. 


Over  the  last  five  years  we've 
piled  up  a  sizable  advantage  over 
our  peer  group  average.  Total 
return  stacks  up  five  points 
higher  for  the  period. 

Once  again  last  year,  we 
increased  the  dividend,  by  12%, 
to  an  indicated  annual  rate  of 
$1.52.  The  27th  consecutive  raise 
in  as  many  years. 

Net  income  climbed  to  $93 
million*,  a  new  record,  and 
earnings  per  share  to  $2.75*,  plac- 
ing the  five-year  compound 
annual  growth  rate  at  a  healthy 
9%.  (The  ten -year  rate  is  8%.) 

The  search  for  facts  becomes 
a  simple  matter,  if  you'll  simply 
write  for  our  latest  annual  report. 

ALLTEL  Corporation,  100 
Executive  Parkway,  Dept.  D, 
Hudson,  OH  44236. 


CORPORATION 

Excellence  in  Telecommunications 

*  1987  excludes  gain  on  investment  of 
$11  million,  or  32  cents  per  share 


Total  Return 

(5yr.  Avg.- 1983 -1987) 
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How  much  trading  is  too  much? 
Depends  on  whom  you  ask.  Brokers 
iiscretionary  accounts  are  likely 
to  consider  a  200%  annual  turnover 
reasonable.  (Meaning,  if  you  have 
$100,000  in  stocks,  you  do  $200,000 
of  purchases  and  $200,000  of  sales  in 
the  space  of  a  year.)  Now  look  at  the 
table  on  page  258.  One  of  the  top- 
performing  money  managers,  Ruane 
Cunniff,  also  runs  the  excellent  Se- 
quoia Fund  (sorry,  it's  closed  to  new 
investors).  Sequoia's  average  turnover 
in  the  past  decade:  30%  a  year. 

Arthur  Levitt,  American  Stock  Ex- 
change chairman,  has  suggested  bro- 
kers should  work  on  retainers  instead 
of  commissions.  In  a  sense,  that's 
what  Shearson  Lehman  Hutton  does 
with  its  annual  "wrap  fee"  on  money 
management,  where  all  fees  and  com- 
missions are  rolled  into  one  percent- 
age fee.  No  matter  how  active  their 
buying  and  selling,  clients  pay  3%  on 
assets  up  to  $500,000,  and  less  above 
that.  Other  brokerage  firms  have  sim- 
ilar programs. 

Another  option  for  novices  is  a 
bank  trust  department.  Minimums 
vary,  but  they  are  usually  lower  at 
small-town  banks  than  big  city  banks. 
Accounts  at  Bridgeport,  Conn. -based 
People's  Bank  start  at  around 
$250,000. 

Fees?  Many  banks  take  1%  or  so  of 
assets  annually.  People's  Bank  takes  a 
percentage  of  assets  and  a  percentage 
of  interest  and  dividend  income.  A 
$300,000  account  generating  $20,000 
a  year  in  income  would  run  up  $3,075 
a  year  in  fees.  You  will  also  pay  com- 
missions on  the  stocks  and  bonds  the 
bank  buys  for  you.  Figure  an  extra  1% 
in  startup  costs  tor  that,  says  Robert 
Langell,  a  trust  officer  at  People's.  But 
you  could  keep  this  cost  low  by  urging 
that  a  lar^e  fraction  of  the  account  go 
into  long  term  Treasurys  or  munici- 
pal bonds  bought  new.  As  for  commis- 
sions in  subsequent  years,  they  would 
probably  be  fairly  low  since  banks 
lean  to  a  buy-and-hold  strategy.  Un- 
like brokerage  houses,  they  don't 
make  trading  their  livelihood.)  But 
nail  down  this  point  with  the  trust 

the    hi  Men    commission 
li    tells  of   one   client 
I  be  client 
tinan- 
nut   the 
:ute  the  plan  to- 
asts that  a 
id,  look 
"u  illy  such  a 


load  is  coupled  with  an  annual  "12b- 
1"  sales  fee  taken  out  before  you  see  a 
dividend.  New  Securities  &  Exchange 
Commission  rules  require  that  such 
costs  be  spelled  out  toward  the  front 
of  the  prospectus. 

If  you  have  more  than  $250,000, 
you  can  hire  an  investment  adviser  for 
about  1%  of  assets  annually  plus  com- 
missions. Prudential-Bache  Invest- 
ment Management  requires  $500,000, 
and  you  pay  1  %  for  equities  or  %%  for 
bonds,  plus  commissions  that  gener- 
ally total  1%  or  less  a  year,  according 
to  Jeffrey  Laikind,  the  group's  manag- 
ing director.  For  accounts  between 
$100,000  and  $500,000,  clients  pay 
3%  of  assets  and  no  commissions. 

Another  possibility,  for  those  who 
have  some  financial  sense  but  don't 
want  to  pick  stocks,  is  to  find  a  stock 
manager  for  half  the  money  and  then 
manage  the  rest  themselves,  by  buy- 
ing and  holding  bonds.  Michael 
Stolper,  a  San  Diego  consultant  who 
finds  money  managers  for  rich  people, 
encourages  clients  to  do  just  that. 
People  who  follow  his  advice  pay  fees 
only  on  that  part  of  their  portfolio 
that  requires  active  management. 

Perhaps  the  cheapest,  and  least  ex- 
citing, way  to  invest  in  stocks  is  by 


going  into  the  Vanguard  Index  Trusi 
a  no-load  fund  that  mechanically  di 
plicates  Standard  &  Poor's  index  c 
500  stocks.  Annual  overhead  anj 
management  cost  on  $100,000:  $27( 
including  a  $10  account  fee.  You'r 
guaranteed  never  to  beat  the  average 
though. 

Another  relatively  cheap  way  t 
manage  money  is  by  buying  a  fe\ 
good  no-load  mutual  funds  (Forbes 
Sept.  7,  1987).  Or  you  can  buy  a  goo 
closed-end  investment  compan 
when  they  sell — as  they  currentl 
do— at  substantial  discounts  from  a; 
set  value.  The  only  annual  fee  you  pa 
is  the  regular  management  fee — ofte 
less  than  1%  of  assets.  That  is  nc 
only  cheap  but  it  also  gives  you  th 
advantage  of  having  not  one  but 
number  of  good  advisers. 

Whatever  you  do  and  whomevt 
you  choose,  keep  one  essential  fact  i 
mind:  Don't  hire  a  broker  or  advist 
and  then  just  walk  away.  "Even  thos 
who  don't  want  to  get  involved  ult 
mately  have  to,"  says  John  Markesc 
director  of  research  for  the  America 
Association  of  Individual  Investor: 
You  don't  have  to  constantly  seconc 
guess  your  adviser,  but  you  shoul 
know  what  he  is  doing  and  why.  ■  • 


If  you  really  dorit  know  what  you  re  do 
ing,  you  can  wind  up  paying  two  layers  o 
fees  to  have  your  money  managed. 


Double  dip 


By  Eric  Schmuckler 


A  mutual  fund  is  for  someone 
who  lacks  the  time  or  assets  to 
t  pick  his  own  stocks  or  who 
wants  the  additional  diversification  a 
fund  can  bring.  What  is  there  for 
someone   who   can't   pick   his   own 


fund?  A  fund-picking  service.  Dot 
such  a  service  make  any  sense?  Onl 
for  the  truly  helpless.  And  it  costs 
pretty  penny. 

The  business  is  growing  smartly 
Some  bank  trust  departments  inves 
by  investing  in  funds.  Several  new.1 
letter  writers,  including  Sheldon  J; 
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CFR  BECAUSE 

YOUR  FORTUNE  SHOULDN'T 

BE  LEFT  TO  FATE. 


eave  your  finances  to  chance,  and  your  chances  of  success 
re  unpredictable  at  best. 

That's  why  you  need  the  expertise  of  someone  with  the 

ertified  Financial  Planner™  designation.  From  tax  manage- 

lent  to  insurance.  Retirement  planning  to  estate  planning. 

CFP™  can  help  you  make  financial  decisions  based  on  in- 

ght,  not  blind  luck. 

What  makes  the  CFP  designation  so  dependable?  Most 
ho  have  earned  it  are  graduates  of  the  College  for  Financial 


Planning®  And  all  have  passed  a  series  of  rigorous  examina- 
tions from  the  International  Board  of  Standards  and  Practices 
for  Certified  Financial  Planners,  Inc.  (IBCFP). 

But  the  testing  doesn't  end  there.  The  IBCFP  also  en- 
forces a  strict  Code  of  Ethics  and  continuing  education  re- 
quirements through  its  annual  review  of  every  CFP  designate. 

So  look  for  the  CFP  symbol.  Because  your  fortune  could 
run  out  before  your  luck  begins. 


This  message  sponsored  by 

College  for  Financial  Planning 

9725  East  Hampden  Avenue,  Denver,  Colorado  80231 

)  1988,  CoDege  for  Financial  Planning.  Certified  Financial  Planner  and  CFP  are  certification  marks  of  the  IBCFP 


I  me  your  free  brochure,  Choosing  the  Right  Financial  Planner.  Return  to  College  for  Financial  Planning,  9725  E.  Hampden  Ave. ,  Denver,  CO  80231. 

* Company 


.  Citv. 


.  State. 


.  Zip_ 


.  Phone. 
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cobs  of  the  No-Load  Fund  Investor  and 
William  Donoghue  of  Donoghue't 
MoneyLetter,  are  now  managing  portfo- 
lios of  funds. 

Laziness  and  nervousness  are  the 
fund  advisers'  two  chief  selling 
points.  "Many  of  our  clients  are  busy 
professionals  who  don't  even  have 
time  to  go  through  their  daily  mail," 
offers  Paula  Dachis  of 
Schabacker  Investment 
Management,  which  col- 
lects a  0.6%-to-2%  annual 
fee  for  helping  clients  pick 
funds. 

Another  key  service  a 
fund  adviser  provides  is 
hand-holding.  "When  the 
market  falls  100  points, 
you  want  to  have  some- 
one to  ask,  'Should  I  sell 
my  funds  now?' "  says 
John  Treat,  head  of  Old 
Stone  Financial  Services, 
a  subsidiary  of  Old  Stone 
Corp.,  a  Providence,  R.I. 
thrift  holding  company. 
Old  Stone  maintains  a  list 
of  recommended  funds, 
the  Old  Stone  100,  to  assist  the  clients 
of  financial  planners.  To  get  the  bene- 
fit of  Old  Stone's  wisdom  you  have  to 
go  through  a  financial  planner  and  pay 
2%  in  fees:  1%  to  Old  Stone  and  1% 
to  the  planner. 

For  smart  investors,  fund  advisers 
are  an  utter  waste  of  money.  Why  pay 


a  point  or  two  in  fees — that  could  be 
several  thousand  dollars  a  year — to 
find  the  best  funds  when  such  infor- 
mation is  widely  available  and  easily 
understandable  in  Forbes'  annual 
mutual  fund  survey  and  in  many  oth- 
er publications  and  books? 

Those  in  a  position  of  fiduciary 
duty  may  want  a  consultant  to  blame 


if  things  don't  work  out.  Admits  fund 
adviser  Kurt  Brouwer:  "People  who 
hire  us  don't  want  responsibility. 
They  want  a  pro  watching."  That's 
why  small  pension  or  profit-sharing 
plans  are  often  clients. 

So  are  financially  naive  individuals 
with  a  few  hundred  thousand  dollars 


Manager  managers 

These  managers  don' 
layer  of  management 

t  pick 
often 

stocks;  they  pick  stockpickers.  The  extra 
comes  with  an  extra  layer  of  fees. 

Fund  adviser 

headquarters 

Assets  under  mgmt 

(Smill 

Fee 

B.J.  Group 

Hastings  on  Hudson,  N  Y 

$15 

1-2% 

Brouwer  &  Janachowski 
San  Francisco 

90 

0.25-0  75 

Fabian  Financial 

Huntington  Beach,  Calif. 

110 

3 

FundTrust' 2 

New  York 

187 

1.5  load 
1  4-1.6  expenses 

Old  Stone  100 
RJ 

50 

2 

.  onometriu 

180 

1-2J 

-tinent  Mgmt 

104 

0.6-2 

628 

no  load 
no  expenses 

Co. 

40 

1-2 

to  invest — too  small  a  sum  for  an  indi 
vidual  managed  account,  too  big  t( 
plunk  into  a  single  fund.  For  the  nov 
ice  investor,  fund  advisers  also  fre 
quently  perform  rudimentary  finani 
cial  planning,  such  as  assessing  risl 
tolerance. 

Some  of  the  fund  pickers,  however 
don't  offer  much  hand-holding.  The? 
simply  attempt  to  en 
hance  returns  by  switch 
ing  in  and  out  of  funds  o 
among  funds.  They  havi 
to  be  very  smart  to  adc 
any  value,  since  the  cus 
tomer  is  now  swimminj 
upstream  against  anothe 
2%  or  3%  in  annual  costs 
And  then  there  is  th 
ultimate  absurdity,  thi 
fund  of  funds.  FundTrust 
a  group  of  four  portfolio 
that  invest  in  other  funds; 
is  the  brainchild  of  Mill 
chael  Hirsch,  chief  invest 
ment  officer  at  Republic 
National  Bank.  Hirscli . 
won't  speak  to  Forbes  be, 
cause  of  a  1984  article  h 
considers  uncomplimentary,*  bul 
back  then  he  justified  the  extra  layel  - 
of  expenses  this  way:  "We  will  oven 
come  the  lethargy  effect."  By  that  h< 
meant  that  fund  shareholders  oftei 
stick  with  a  loser  too  long. 

Maybe  they  do.  The  best  of  the  four 
FundTrust  funds  has  delivered  an  avm 
erage  annual  return  of  1 1.5%  since  itn 
November    1984    inception,    agains 
the  market's  16.7%. 

Why  so  bad?  One  reason  is  the  sec 
ond  layer  of  expenses,  which  rango 
from  1.4%  to  1.6%  last  year,  on  topo' 
expense  ratios  on  underlying  funds 
Also,  FundTrust  sometimes  buys  loa> 
funds,  paying  a  commission  of  up  ti 
1%.  What's  more,  in  February  Fund 
Trust  tacked  on  a  sales  load  of  its  owi 
of  up  to  1.5%.  You  now  have  th 
dubious  privilege  of  paying  not  onl' 
two  expense  ratios  but  two  sales  load 
as  well. 

The  moral  here  is  quite  simple 
though  it  may  not  be  what  a  lot  t 
neophyte  investors  want  to  hear.  It  i 
that  no  one  should  invest  who  is  no 
willing  to  do  some  homework  on  hov 
to  pick  a  fund  you'd  feel  comfortabl 
with.  Delegating  to  someone  else  th 
task  of  picking  a  mutual  fund  is  goin 
to  cost  a  lot  of  money  and  probabl 
not  produce  results  as  good  as  yoi 
could  achieve  on  your  own.  ■ 


The  dumbest  idea  m  years. "  /■<  wai  s,Dec  31 


/os- 
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Many  investment  professionals  scoff  at  in- 
vestment newsletters.  Sorry:  So  far  as  results 
we  concerned,  the  best-performing  letters 
lid  as  well  as  the  best  mutual  funds. 


He  who  scoffs  last 


By  Hark  Halbert 


^llowers  of  investment  letters  and 
'ns  of  mutual  funds  seem  to  form 
l/o  distinct  subcultures.  Letters  typi- 
lly  are  for  activists,  people  who 
:ant  to  trade  their  own  portfolios. 


Funds  are  for  people  who  don't  have 
the  time  to  do  that  or  who  think  a 
group  of  professionals  can  do  the  job 
better  than  they  can.  Though  perhaps 
not  as  true  any  more  with  the  advent 
of  sector  funds,  mutual  funds  have 
been  for  the  cautious,  investment  let- 


The  funds  versus 

the  newsletters 

Using  the  Forbes  mutual  fund  honor  roll  approach,  the  Hulbert  Finan- 
cial Digest  constructed  a  mutual  fund-newsletter  honor  roll. 

iutual  fund  or  newsletter 

UP 

-Grades 

DOWN 

Maximum 
load 

Annualized 
total 
return 

)ines  Letter  (Short-Term  Trading  Portfolio) 

B 

A 

2.1% 

32.5% 

)ines  Letter  (Growth  Portfolio) 

B 

A 

2.1 

32.2 

Jo  Load  Fund-X — Class  3  Funds 

A 

B 

1  0 

25.0 

'anguard  Windsor  Fund 

A 

A 

0.0 

24.8 

'  'anguard  High  Yield  Stock 

B 

A 

0.0 

24.6 

•odge  &  Cox  Stock  Fund 

A 

B 

0.0 

24.4 

ehman  Opportunity  Fund 

B 

A 

0.0 

24.3 

idelity  Destiny  Portfolio  I 

A 

B 

4.0 

24.2 

hoenix  Growth  Fund 

B 

A 

8.5 

23.5 

ederated  Stock  Trust 

A 

A 

0.0 

23.4 

hoenix  Stock  Fund  . 

A 

B 

8.5 

22.8 

nited  Income  Fund 

A 

A 

8.5 

22.8 

Manhattan  Fund 

A 

B 

0.0 

22.5 

egg  Mason  Value  Trust 

B 

A 

0.0 

22.3 

ppenheimer  Equity  Income  Fund 

B 

B 

8.5 

22.1 

uardian  Park  Ave  Fund 

A 

B 

8.5 

22.1 

Jston  Co  Capital  Appreciation  Fund 

A 

B 

0.0 

22.0 

errill  Lynch  Basic  Value  Fund 

B 

A 

6.5 

21.8 

[.  iirmont  Fund 

B 

B 

0.0 

21.7 

[1  ew  York  Venture  Fund 

A 

B 

8.5 

21.6 

ters  for  the  brash. 

In  truth,  there  is  considerable  over- 
lap between  the  two  groups.  Never- 
theless, although  funds  are  often  rated 
against  funds  and  investment  letters 
against  letters,  an  objective  compari- 
son between  the  two  groups  has  never 
been  made. 

Until  now.  The  gap  is  bridged  in  the 
table  below,  where  funds  compete  on 
an  equal  footing  with  letters.  These 
winners  form  a  sort  of  joint  honor  roll 
analogous  to  the  honor  roll  that  ap- 
pears in  the  annual  Forbes  fund  sur- 
vey (Sept.  7,  1987).  To  make  the  list, 
data  from  my  monitoring  of  invest- 
ment letter  performance  were  mar- 
ried to  fund  performances  based  on 
information  supplied  by  CDA  Invest- 
ment Technologies. 

A  lot  of  investment  professionals 
will  be  annoyed  by  the  results:  The 
investment  letters  they  profess  to 
scorn  rank  right  up  there  with  the 
best  mutual  funds,  in  fact,  taking  the 
top  three  spots. 

Mutual  funds  and  investment  let- 
ters can  be  complementary,  of  course. 
Not  infrequently,  letters  will  advise 
their  subscribers  to  purchase  one  or 
more  mutual  funds  in  lieu  of  particu- 
lar stocks  or  bonds.  And  in  recent 
years  some  of  the  most  successful  let- 
ters, such  as  Burton  Berry's  No  Load 
Fund-X,  have  been  created  specifically 
to  advise  subscribers  when  to  switch 
into  and  out  of  mutual  funds. 

Still,  the  question  for  the  long-term 
investor  remains:  Are  letter  writers 
just  as  smart  as  fund  managers?  To  get 
an  answer,  I  applied  the  Forbes  mutu- 
al fund  honor  roll  approach  to  both. 
The  honor  roll  rewards  not  raw  perfor- 
mance but  performance  that  is  consis- 
tently good  in  both  up  and  down  mar- 
kets. Accordingly,  I  broke  the  period 
from  July  31,  1982  to  Dec.  31,  1987 
into  two  up  and  two  down  markets. 

I  describe  my  methodology  in  the 
box  on  the  following  page.  What  were 
the  results  of  my  comparison?  Seven- 
teen mutual  fund  portfolios  and  three 
newsletter  portfolios  made  the  grade. 
But  there  were  342  funds  for  which 
Forbes  had  data  covering  these  two 
market  cycles,  in  contrast  to  39  news- 
letter portfolios  for  which  the  HFD 
had  sufficient  performance  data.  The 
proportion  of  newsletters  making  it 
onto  the  honor  roll  thus  was  modestly 

Mark  Hulbert  is  editor  of  the  Washington, 
DC-based  Hulbert  Financial  Digest  and au- 
thor of "The  Second  Hulbert  Financial  Digest 
Almanac,  publisiied  by  Minerva  Books. 
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Money  Managers 


The  1988  Honor  Roll  Open 


Forbes  uses  three  up  periods  and  three  down  periods 
in  constructing  its  annual  mutual  fund  honor  roll, 
but  that  would  mean  going  back  to  1978,  two  years 
before  the  Hulbert  Financial  Digest  began  monitoring 
newsletter  performance.  So  I  chose  to  look  at  only  two 
market  cycles. 

The  two  up  periods  were  July  31,  1982  to  June  30, 
1983  and  July  31,  1984  to  Aug.  31,  1987,  during  which 
times  the  S&P  500  gained  64.3%  and  145.9%,  respec- 
tively. The  down  periods  consist  of  the  remaining 
months  of  this  5 '/2-year  period.  From  June  30,  1983  to 
July  31,  1984  the  S&P  500  lost  6%,  and  from  Aug.  31, 
1987  to  Dec.  31,  1987  it  lost  24.2%.  (All  these  S&P 
numbers  include  reinvested  dividends.) 

The  next  step  was  to  compare  each  mutual  fund's 
and  newsletter's  performance  with  the  S&P  500  in 
each  period.  The  relative  performance  numbers  were 
averaged  separately  for  up  periods  and  then  down  peri- 
ods. If  a  fund's  or  letter's  average  relative  performance 
in  up  markets  placed  it  in  the  top  20%  of  the  entire 
universe  of  funds  and  letters,  it  received  a  grade  of  A  for 
up  markets;  the  next  25%  received  a  grade  of  B.  Down 
markets  were  graded  in  the  same  way.  The  honor  roll 
includes  only  those  funds  and  letters  that  had  a  grade  of 
B  or  better  in  both  up  and  down  markets  and  that  also 
beat  the  S&P  500's  gain  of  1 88%  over  the  full  65-month 
period. 

This  is  not  quite  identical  to  Forbes'  procedure. 
Besides  using  three  market  cycles,  the  annual  fund 
survey  also  adjusts  the  performance  data  to  reduce  the 
possibility  of  an  exceptionally  good  or  bad  performance 
in  just  one  of  the  market  periods  to  affect  the  fund's 


final  grade.  Weighting  of  the  various  periods  was  differ- 
ent in  my  four-period  study  than  in  the  Forbes  six- 
period  study.  But  neither  of  these  differences  is  likely 
to  affect  results  significantly. 

What  about  loads  and  costs?  In  deriving  up  and 
down  grades,  Forbes  does  not  dock  funds  for  loads.  It 
does,  however,  require  that  honor  roll  members  deliv- 
er a  certain  long-term  performance  after  both  loads 
and  estimated  income  taxes  are  taken  into  account. 
My  approach  was  slightly  different.  In  calculating 
total-return  figures,  I  reduced  mutual  fund  perfor- 
mances by  the  size  of  their  maximum  loads  and 
redemption  fees  (if  any)  and  reduced  newsletter  re- 
turns by  the  percentage  bite  of  65  months'  worth  of 
subscriptions  to  them  (assuming  an  initial  portfolio 
value  of  $50,000).  Fund  loads,  it  is  true,  are  generally 
reduced  for  investments  above  $10,000,  but  then 
newsletter  subscriptions  are  generally  much  lower  for 
multiyear  subscriptions,  and  I  figured  them  at  their 
current  regular  annual  rates. 

What  about  trading  costs?  Funds'  results  reflect  what 
they  pay  out  in  commissions.  In  monitoring  advice 
from  letters,  the  HFD  assumes  commission  costs,  too — 
at  rates  typical  for  individual  investors,  which  will 
generally  be  much  higher  than  a  fund  would  pay.  The 
Hulbert  Financial  Digest  ratings  of  letters  are  designed  to 
reproduce  the  actual  experience  of  an  investor's  acting 
in  accordance  with  their  recommendations,  allowing 
for  such  complications  as  mail  delays,  commissions, 
transaction  costs  and  dividends.  They  are  thus  as  com- 
parable as  I  can  make  them  with  the  mutual  funds'  real 
experience. — M.H. 


higher  (7.7%)  than  that  of  the  mutual 
funds  (5%). 

Many  newsletters  offer  more  than 
one   portfolio.    I   allowed   individual 
portfolios  onto  the  honor  roll   even 
when  a  newsletter's  average  perfor- 
mance, counting  all  its  portfolios,  did 
not  qualify.  By  the  same  token,  a  fund 
can  get  on  the  Forbes  honor  roll  even 
when  its  sponsor  offers  a  lot  of  lousy 
funds  as  well.  For  example,  from  time 
to  time  during  the  65-month  period, 
James  Dines'  Dines  letter  has  recom- 
mended, besides  its  two  winning  port- 
iolios,  four  additional  portfolios  that 
had  interior  performances.  The  Dines 
performance    would 
made  it  onto  the  honor  roll. 
Roy    Evans'   Don-   Theory 
had    three    additional, 

•    MIS. 

manager  improve  his 
i'    the  honor  roll  by 
it  portfolios?  To 
But    remember    that 
tirly  long  stretch- 
id  !     u  markets. 
the  consis- 


tent performance  needed  merely  by 
rolling  dice  over  and  over. 

As  an  investment  letter  aficionado, 
I'd  like  to  note  a  couple  of  further 
points. 

First,  because  the  Forbes  honor  roll 
approach  puts  such  a  high  premium 
on  consistency,  it  narrowly  excludes 
two  outstanding  market-beating  let- 
ters, Martin  Zweig's  Zweig  Forecast 
and  Dan  Sullivan's  Chartist  These  ser- 
vices averaged  annual  gains  of  24.4% 
and  22.6%,  respectively,  adjusting  for 
the  cost  of  subscription.  In  absolute 
performance  that  puts  them  8th  and 
18th  of  all  381  funds  and  letters  sur- 
veyed. It  was  for  different  reasons  that 
these  two  letters  failed  to  make  the 
honor  roll,  however.  In  Sullivan's 
case,  a  C  grade  in  down  markets  kept 
him  off;  his  grade  for  up  markets  was 
B.  In  Zweig's  case,  it  was  his  no-bet- 
ter-than-average  gains  in  up  markets 
(a  grade  of  C)  that  kept  him  off;  his 
superb  performance  in  down  markets 
earned  him  a  grade  of  A  +  . 

Second,  a  significantly  higher  pro- 
portion of  investment  letter  portfolios 


(11  out  of  33,  or  33%)  beat  the  S&I 
500  over  the  entire  period  since  I  be 
gan  monitoring  them  in  mid-1 98( 
than  in  the  period  covered  in  the  hon 
or  roll  exercise  (5  of  39,  or  13%).  i 
suspect  this  has  to  do  with  the  fac 
that  mutual  funds  have  a  markctin, 
incentive  to  be  nearly  fully  investec 
most  of  the  time,  so  as  to  reassun 
clients  that  they  are  getting  somethinj 
in  return  for  their  management  fee 
Letters,  by  contrast,  have  a  greate 
willingness  to  get  out  of  the  market  o 
even  to  go  short.  This  helps  in  dowi 
markets,  and  the  longer  period  sino 
mid- 1980  had  more  downs  than  th< 
1982-87  period  studied  for  my  hono 
roll.  Supporting  this  thesis,  my  calcula 
tions  indicate  that  investment  letter 
on  average  significantly  outperforms 
mutual  funds  in  the  four  months  afte 
the  1987  high  at  an  annualized  rate  o 
more  than  8  percentage  points. 

The  inescapable  conclusion  is  tha 
some  investment  letters  arc  definitel' 
worth  listening  to.  Not  all  of  them,  o 
course,  but  the  same  can  be  said  fo 
mutual  funds.  ■ 
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How  do  you  get  an  affiliate  of  a 
onsumer  products  company  in  New 
■jrk  to  buy  a  steel  caster  from  Tokyo 
nd  lease  it  to  a  steel  company  in 
ittsburgh? 

Connections.  And  a  worldwide 
yutation  for  expertise  in  tne  bus- 
ess  of  leveraged  leasing. 
The  deal  started  simply  enough, 
rst  Chicago  Tbkyo  client  Nippon 
okan  K.K.  wanted  to  acquire  a  new 
tntinuous  steel  caster  from  the 
itsubishi  and  Marubeni  Corporations 


forits  U.S.  affiliate  National  Steel. 

They  needed  financing  alternatives. 

They  got  them  from  First  Chicago 
Leasing  Corporation. 

Acting  as  lessor  advisor,  First  Chicago 
quickly  performed  the  financial  and 
investment  analysis  and  connected 
with  a  buyer-  Philip  Morris  Credit  Cor- 
poration in  New  York,  in  a  $245  million 
deal,  Philip  Morris  bought  the  caster 
from  Mitsubishi  and  Marubeni,  in  turn 
leasing  it  to  National  Steel. 

It  was  an  excellent  example  of  tax- 


advantaged  leasing  on  a  global  scale. 
The  kind  of  innovative  structuring  and 
cross-border  marketing  that  has  made 
First  Chicago  one  of  the  top  three 
lessor  advisors,  with  a  continuing  five- 
year  compound  annual  growth  rate  of 
more  than  50%. 

You  cant  do  that  without  the  right 
connections  to  major  clients  around 
the  world. 

Call  (312) 752-8101.  Well  connect  you 
with  Geoffrey  Stringer,  President  of 
First  Chicago  Leasing  Corporation. 


THE  »245,000,000  QUESTION: 

What's  the  connection  between  a 

steel  company  in  Japan  and  a  consumer 

products  company  in  the  U.S.? 

First  Chicago  Connections. 


Performance  has  always  been  a  Chicago  tradition. 

FIRST  CHICAGO 


competitive 
ybur 

company 
must 
increase 
productivity 
at  least 
10%  a  year. 


You  won  t  meet  that  goal 
without  a  partner  who 
knows  your  business. 
And  that's  where  Unisys 
makes  a  difference. 
Our  people  have 
career  experience  in  a 
wide  range  of  businesses, 
from  banking  to 
manufacturing  to 
communications.  So 
when  you're  trying 
to  get  a  jump  on  the 
competition,  you'll 
be  working  with 


have  done  it  before  in  a 
business  like  yours. 

Unisys  is  a  $10  billion 
international  information 
systems  company 
committed  to  delivering 
integrated  hardware  and 
software  solutions  that 
work  with  your  existing 
systems.  This  means 
your  investment  dollars 
work  harder. 

But  that's  not  the  only 
difference  between  us 
and  the  competition. 

Unisys  is  the 
acknowledged  leader  in 
fourth-generation 


languages,  powerful  tools 
that  let  you  develop 
applications  faster  and 
manipulate  information 
more  easily  so  you  can 
react  more  quickly  to 
business  changes. 

The  result  is  better, 
more  actionable 
information  that  will  lead 
to  better  decisions.  And 
better  decisions  will 
keep  you  competitive. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 


Scams 


Wall  Street's  woods  are  full  of  predators  looking  to  take  yow 
money.  How  do  you  keep  their  hands  out  of  your  pockets? 


Are  you  a 
born  sucker? 


Illustrations  bn  Chu  fi  Mackm-m 


By  Gretchen  Morgenson 

John  Peterson,  66,  is  not 
like  most  investment  vic- 
tims. He's  sophisticated 
in    the    ways    of    Wall 
Street,   and  he  knows      I 
how  to  manage  money 
Early  on  he  was  an  ex- 
ecutive vice  president 
at  a  subsidiary  of  presti- 
gious Lehman  Brothers 
Later  he  was  mayor  for 
eight  years  of  Frontenac, 
Mo.,   a   St.   Louis   suburb 
where  he  currently  lives. 

Why     did     Peterson     lose 
$110,000    last    year    to    Paul 
Kocrner,  crafter  of  a  $30  mil- 
lion platinum  commodities  scam? 
Says  Peterson  "Kocrner  was  the  most 
brilliant  liar  I've  come  across  in  all 
my  life." 

In  talking  with  Peterson,  Kocmcr 
was  impressive  and  talked  as  it   he 
knew    commodities;    his    credibility 
was  strengthened   by  quotes   in   the 
Wall  Street  journal  and  Money  maga- 
zine. Still,  you'd  think  Peterson,  with 
his  Wall  Street  smarts,  would  have 
known  better  than  to  believe  in  such  a 
Kocrner''-  "no  risk"  platinum 
••ith  up  to  30%  returns. 
i here's   something   inside 
of  investors  that  makes 
-  believe  they  have  found 
the  bottle.  A  low-nsk 
ith     immense    return. 
now  about  this 
hologists 
v< 
■vcunties  Ad- 
in  Washing- 
tat   investors  lost 


$40  billion  last  year  to  scamsters. 
That's  a  shocking  amount — nearly 
enough  to  finance  three  months'  fed- 
eral debt.  All  the  educating  by  news- 
papers, books  and  television  pro- 
grams, all  the  enforcing  by  securities 
regulators,  all  the  common  sense  peo- 
ple .ire  born  with  haven't  succeeded  in 
shrinking  the  market  for  con  artists. 

One  contributor  to  fraud  growth, 
according  to  regulators,  is  the  unend- 
ing stream  of  derivative  investments 
ottered  to  the  public.  Legitimate  but 
almost  incomprehensible  instru- 
ments like  index  options,  futures, 
STRIPS,  CATS  and  CARS  lend  credi- 
bility to  the  exotic-Sounding  "invest- 
ments" peddled  by  crooks.  It  the  pros 
make  money  trading  forward  curren- 
cy contracts,  why  shouldn't  you  be 
able  to  profit  on  aggregate  ore  (the 
hottest  scam  going  right  now)? 

Another  factor  adding  fuel  to  the 
fraud  tire  is  the  popular  notion  that 
professional  investors  often  clean  up 


at  the  expense  of  the  littl 

guy.  That  makes  a  lot  of  ir 

vestors  anxious  to  find 

t.       way  to  get  in  with  the  bi 

Hl_     guys.  So,  when  a  smoot 

talker  comes  along  an 

promises  them  a  25°/ 

annual  return  in  plut 

nium  futures  by  tel 

phone,  a  lot  of  inve; 

If    tors    simply     convinc, 

themselves    that    he  i 

r    their    chance    to    get 

with  smart  money.  Di 

Dennis    Levine    and    B 

-     e  Boesky  make  as  much?  No 

it's  my  turn. 

But  some  investors  are  more 
ceptiblc  to  this  line  of  thinking  tl 
others.  What  is  it  about  a  person 
psyche  that  leaves  him  or  her  vulner; 
ble?  Fraud  investigators  catego: 
several  types  of  victims.  One  is  th 
lazy  investor.  He  relies  on  friem 
colleagues  or  even  strangers  for  ii 
vestment  tips  because  he  can't  b 
bothered  doing  any  work  of  his  own 
Such  were  the  clients  of  Harry  C 
Stern,  a  San  Jose-based  financial  ai 
viser  whose  business  collapsed  i 
1986.  Stern  used  investor  funds  forh 
own  purposes  and  separated  his  cl 
ents  from  over  $100  million.  Amoc 
the  1,000-plus  customers  who  ei 
trusted  Stern  with  their  savings  r> 
cause  they  were  too  busy  managii 
their  careers:  football  stars  Pete  Bat 
aszak,  Dave  Casper  and  Mark  Va 
Eeghcn,  and  golfer  Kathy  Whitwortii 
Next  is  what  psychologists  call  tbl 
perceptual  type — as  opposed  to  tb 
conceptual.  The  conceptual  perso 
digs  beneath  the  surface  and  thin! 
critically  about  issues.  He  takes  n< 
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Scams 


dy's  word  for  anything.  Conversely, 
;  perceptual  person  finds  it  unnec- 
>ary,  even  threatening,  to  be  skepti- 

<  i.  The  perceptual  investor  is  likelier 

be  taken  advantage  of  by  flashy, 

:ll-dressed,    smooth-talking    swin- 

i  :rs  than  is  his  conceptual  counter- 

;  rt.  If  you  talk  too  smoothly  to  a 

<  iceptual  type,  you  arouse  his  suspi- 
i  ms.  If  you  talk  smoothly  to  a  per- 
tStual  type,  you  persuade  him. 

David  Bloom,  a  23-year-old  gradu- 
i :  of  Duke  University,  set  up  an  in- 
)(>tment  advisory  service  in  New 
[I  rk  and  swindled  funds  from  his  par- 

■  :s'  friends.  He  promised  to  put  the 
Imey  in  stocks.  But  he  used  most  of 
I:  $10  million  he  raised  to  buy  ex- 
lisive  homes,  cars,  jewelry  and 
l  lerican  art.  Only  when  the  SEC 

■  it  Bloom  down  did  his  customers 

■  cover   that   their   account   state- 

■  nts  were  shams  and  their  funds 

■  re  gone.  Perceptual  types  featured 
iiminently  among  his  victims. 

\\  woman  who  lost  $35,000  to  Da- 
k  Bloom  describes  how  she  and  her 
i.  >band  were  seduced  by  the  youth. 
B's  she:  "We  heard  he  was  doing 
t  rifically  well.  So  we  went  to  see 


him.  We  saw  the  ticker  tape,  the  com- 
puters, the  fancy  office.  He  said  all  the 
right  things;  that  David  Murdock  was 
bankrolling  him.  We  were  grateful  to 
be  in  there  playing  with  the  big  boys." 

In  rueful  hindsight,  however,  the 
investor  now  concedes  that,  had  she 
looked  beneath  the  surface,  she  might 
have  seen  warning  signs.  Bloom 
claimed  he  traded  his  customers'  ac- 
counts through  Goldman,  Sachs;  a 
call  to  the  brokerage  firm  would  have 
proved  that  statement  false.  If  she'd 
called  David  Murdock  or  the  SEC,  she 
would  have  learned  that  neither  knew 
anything  of  Bloom.  But  then  her  illu- 
sion would  have  been  shattered,  and 
she  clearly  cherished  the  illusion. 

Psychologists  use  the  term  suggest- 
ible to  describe  a  certain  type  of  vic- 
tim. Suggestible  people  are,  for  exam- 
ple, more  susceptible  to  hypnotic  sug- 
gestion than  others.  Consider  what 
happened  in  Dallas/Fort  Worth  just  a 
few  months  ago.  Ron  Chapman,  a  disc 
jockey  on  local  FM  station  KVIL, 
went  on  the  air  with  a  simple  impera- 
tive. He  said  to  his  listeners:  "Go  to 
your  checkbook;  make  out  a  check  for 
$20.  Make  it  payable  to  KVIL.  Mail  it 
to  this  address.  Thank  you."  No  rea- 
son was  given,  no  contest  was  named, 
no  fundraising  program  identified. 

On  the  first  day,  Chapman — who 
had  expected  to  get  some  300  checks 
from  his  gag — received  4,000.  In  the 
next  two  days  another  8,000  checks 
poured  in.  A  flabbergasted  Chapman 
had  collected  in  less  than  a  week  al- 
most one-quarter  of  a  million  dollars. 
And  he'd  done  it  by  simply  directing 
listeners  to  their  checkbooks.  Chap- 
man, who  concedes  that  if  he  were 
not  an  honest  man  he  could  have  a 
tremendous  future  in  the  investment 
fraud  business,  allowed  his  listeners 
to  reclaim  their  money,  and  donated 
the  rest  to  local  charities. 

Another  personality  type:  the  im- 
pulsive investor.  Says  William  Gold- 
en, a  psychologist  at  New  York's  Cor- 
nell Medical  College:  "Investment 
victims  often  combine  impulsiveness 
with  an  inability  to  anticipate  the 
consequences  of  their  actions  accura- 
tely." This  explains  why  victims  are 
so  shocked  when  they  find  them- 
selves in  the  midst  of  a  scam.  The 
possibility  of  a  rip-off  simply  doesn't 
enter  their  heads. 

All  of  these  personality  traits,  of 
course,  overlap  to  a  degree.  And  there 
is-  something  else  that  a  lot  of  con 
victims  have  in  common.  Van  Tharp, 
a  psychologist  who  works  with  inves- 


m^L 


tors  and  commodities  traders  in  Los 
Angeles,  believes  that  the  most  signif- 
icant psychological  attribute  among 
the  defrauded  is  a  belief  that  what  has 
happened  to  them  was  beyond  their 
control.  And,  warns  Tharp,  these 
folks  will  continue  to  be  victimized. 
"The  victim  made  a  set  of  decisions," 
says  Tharp.  "He  decided  not  to  trade 
on  his  own,  he  decided  to  write  a 
check  in  the  name  of  the  scamster. 
But  his  mentality  is,  'This  guy  got  me. 
It  had  nothing  to  do  with  me.'  He  isn't 
conscious  of  the  choices  he  made. 
And  until  he  is,  there's  every  chance 
that  he'll  do  it  again."  Moral:  Nobody 
can  victimize  you  if  you  don't  let 
them;  be  tough-minded  before  com- 
mitting your  checkbook. 

Indeed,  one  of  the  scam  world's  big- 
ger ironies  is  that  a  swindler's  best 
prospect  is  an  investor  who's  been  had 
before.  State  regulators  confirm  the 
existence  of  "sucker  lists,"  which 
scamsters  use  to  identify  past  victims 
who  can  be  cheated  again  and  again. 

According  to  Golden,  "Once  an  in- 
vestor's been  bilked,  he  has  to  get 
even  with  the  world  or  try  to  make  up 
his  losses."  Art  Eastman,  46,  owner  of 
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If  it's  too  good  to  be  true,  it  isn't  true 


Why  are  so  many  Americans 
bagged  by  investment  fraud? 
One  reason  is  the  growth  in  the 
population  of  over-65ers.  Retired 
investors,  with  ready  cash,  free 
time  and  a  need  for  high  returns, 
are  ripest  for  con  artists'  picking. 

Easy  marks  are  new  inheritors, 
such  as  widows  and  widowers, 
who  haven't  previously  handled 
investment  money.  "The  obit  col- 
umn is  the  business  page  for 
swindlers,"  says  Scott  Stapf,  direc- 
tor of  investor  education  at  the 
North  American  Securities  Ad- 
ministrators Association,  publish- 
er of  Investor  Alert'  How  to  Protect  Your  Money  from 
Schemes,  Scants  &  Frauds.  Send  $4.95  to  Investor  Alert, 
c/o  NASAA,  555  New  Jersey  Ave.  N.W.,  Washington, 
DC.  20001. 

We  offer  a  ten-point  defense  plan,  based  in  part  on 
SEC  recommendations: 

1.  Reject  high-pressure  phone  solicitations. 

2.  Be  skeptical.  If  it  sounds  too  good  to  be  true,  it 
probably  is. 

3.  Get  an  investment  adviser's  ADV  registration  with 


the  SEC.  It  describes  qualifica- 
tions, fees,  conflicts  of  interest  and 
criminal  convictions. 

4.  Get  a  written  prospectus. 

5.  Beware  of  penny  stocks. 

6.  Ask  the  seller's  commission. 
If  it's  not  explained  fully  in  the 
prospectus,  don't  buy  the  product. 

7.  Don't  buy  unrated  tax-exempt 
securities. 

8.  Don't  expect  too  much  from 
equity-like  investments.  Over  the 
long  pull,  stocks  average  10%  to 
12%  a  year  in  return,  varying  year 
to  year.  If  a  salesman  entices  you 
with  visions  of  wealth  from  a  small 

investment,  hang  up  the  phone. 

9.  Don't  expect  too  much  from  a  fixed-return  invest- 
ment. Safe  Treasury  bonds  pay  under  10%.  Anything 
paying  more  has  some  risk;  if  it  pays  a  lot  more  it's 
probably  a  gamble.  Remember,  thousands  of  smart  pro- 
fessionals play  the  bond  market.  If  they  spot  something 
sharp,  they're  going  to  get  it  first. 

10.  Don't  invest  in  something  you  don't  understand. 
In  short,  don't  be  greedy  and  don't  believe  there  are 

people  out  there  just  dying  to  help  you  get  rich. — G.M. 
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Scams 


Aamco  Transmission  shop  in  Or- 
ge,  Calif.,  was  a  repeat  victim  of  a 
inder,    Robinson   broker.   By  mid- 
86,  Eastman  had  invested  $236,000 
a  penny  stock  outfit  called  Ameri- 
ti  Dynamics  and  $62,500  in  I-Sys- 
:ch.  But  a  few  months  later,  his 
;  nerican  Dynamics  was  down 
J  $200,000,  and  he  got  worried. 
)  problem,  his  broker  assured 
In.  If  he  sold  and  put  the  pro- 
hds    into    I-Sys-Tech,    he'd 
I  ike  up  his  losses,  guaranteed. 
ys  Eastman:  "The  Blinder  bro- 
r  promised  me  numerous  times 
it  he'd  make  up  my  losses.  I 
|jught  I  was  a  tough  mean  guy  who 
In't  trust  anyone.  But  I  got  sucked 
good."  Eastman  is  out  $258,500. 
Ion  victims  don't  see  themselves 
impulsive  or  suggestible  or  lazy, 
ok  at  Al  Frost,  40,  a  dentist  in  Wim- 
'ley,  Tex.  When  he  was  called  last 
le    by    a    sexy-sounding    woman 
ching  precious  metals  ore  invest- 
:nts  with  WesCon  Mining  of  Las 
gas,  he  was  dubious.  But  he  agreed 
look  over  some  brochures  and  do 
ne  investigating  on  his  own.  He 
nt  so  far  as  to  call  the  company's 
lidquarters  and  speak  to  its  presi- 


dent, William  Gibbs,  about  the  deal; 
then  he  called  the  Better  Business  Bu- 
reau and  the  Chamber  of  Commerce 
in  Las  Vegas  and  asked  about  Wes- 
Con's  reputation.  "It  had  an  A-plus 
record  with  both  of  them.  They  told 
me  everything  was  okay." 

Frost  was  convinced  he  had  done 
his  homework.  Only  he  hadn't  done  it 
carefully.  A  Better  Business  Bureau 
does  not  grant  a  seal  of  approval;  the 


most  it  can  say  is  that  a  company  has 
no  record  of  unresolved  complaints 
against   it.    The   Chamber  of   Com- 
merce doesn't  rate  members,  either. 
Frost  signed  a  contract  stating  that 
for    $5,000    he    would    receive    50 
ounces  of  gold  within  a  year.  It  was 
the  first  time  he'd  invested  over 
the  telephone.   Six  months  later 
Frost  got  a  call  from  the  office  of 
the  Texas  state  securities  com- 
missioner, informing  him  that  he 
had  been  the  victim  of  a  fraud. 
WesCon  is  still  operating.  How- 
ever, the  mining  company  con- 
tracted by  WesCon's  purchasers  is 
being  sued  by  the  SEC  and  has  been 
shut  down  through  a  court  order. 

Says  Frost:  "It  sounded  like  a  good 
deal,  and  I  investigated  it  as  well  as  I 
could.  I  don't  know  how  I  could  have 
been  more  careful." 

Here's  how:  Ask  yourself  why  you 
are  the  lucky  one.  Why,  if  the  payout 
is  so  sure,  the  return  so  enormous, 
does  the  promoter  work  so  hard  to  do 
you  a  favor?  Remember:  The  smartest 
people  on  Wall  Street  haven't  yet 
found  an  honest  sure  thing.  So  why 
should  you  expect  someone  to  hand 
one  to  you?  ■ 


/ 


77] 

*4   I 

LU 

/ i 

M 

#7  ■ 

AT* 

J  i  1 

M 

JJJ 

I 


I 


I 


k 


If  you  ever  needed  another  indication  of  Navistar's  industry 
leadership  in  technology  and  design,  take  a  good  look  at  the 
International®  9700. 

Not  only  is  it  the  most  aerodynamically  fuel  efficient  big 
truck  ever,  it  sets  new  standards  in  maneuverability  and  comfort. 

Proving  again  that  when  you're  out  to  serve  the  changing 
xis  of  transportation,your  ideas  can't  just  be  in  your  head. 

They've  got  to  be  on  the  road. 


from  NAVISTAR 

To  receive  a  copy  of  our  most  current  financial  report  write:  Navistar  Corporate  Communications 
19th  Floor,  401 N.  Michigan  Ave..  Chicago.  IL  6061 1 


The  next  time  a  cold-calling 
broker  offers  guaranteed  quick 
profits,  ask  him  where  he's  call- 
ing from.  Then  check  our  map. 


Scam 
hot  spots 


By  Matthew  Schif rin 


T|  wo  miles  east  of  Las  Vegas'  famous  strip  is  a  trendy 
nightspot,  T.G.I.  Friday's.  Visit  the  watering  hole  on 
any  Friday  after  work,  and  you  will  find  brokers  piled 
five  deep  at  the  bar.  They've  come  in  their  BMWs  and 
Porsches  from  the  industrial  parks  surrounding  Flamingo 
Road,  where  their  telephone  sales  offices  are  clustered. 
Come  Monday  the  furious  cold  calling  will  begin  again. 

The  Las  Vegas,  Reno  and  Lake  Tahoe  areas  are  more 
than  Nevada  casino  spots.  They  are  bustling  centers  of 
securities  frauds,  especially  those  involving  mining  and 
precious  metals.  Denver,  on  the  other  hand,  is  a  city 
particularly  rich  in  penny  stock  hucksters.  Salt  Lake  City 
is  the  undisputed  capital  of  blind-pool  stock  offerings,  a 
time-tested  method  of  relieving  investors  of  their  cash. 
And  Newport  Beach,  Calif,  has  crooks  selling  everything 
from  gemstones  and  strategic  metals  contracts  to  lever- 
aged gold  contracts  and  oil  wells. 

Fast-buck  artists  are  everywhere,  but  they  seem  to  flock 
to  certain  spots,  the  way  tailors  gather  in  London's  Savile 
Row  and  ruby  merchants  in  Bangkok.  The  wonders  of 
modem  telecommunications  make  it  possible  for  a  con 
man  to  pursue  his  calling  from  any  congenial  place.  What 
makes  for  a  good  fraud  climate?  Recreational  opportuni- 
ties, especially  skiing  or  boating,  a  couple  of  imported  car 
dealers,  and  lax  regulation. 

Once  one  boiler-room  firm  is  successful  in  a  certain  city, 
you  can  be  sure  more  will  follow.  Denver  is  home  to 
Blinder,  Robinson  &  Co.,  a  fast-growing  network  of  fast- 
talking  peddlers  of  over-the-counter  stocks,  sold  to  the 
unsuspecting  at  huge  markups.  Not  coincidentally,  the 
city  is  also  the  birthplace  of  Stuart-James  Co.,  a  remark- 
ably similar  operation  founded  by  two  Blinder  alumni. 
Both  Blinder  and  Stuart-James  are  headquartered  in  multi- 
storied  buildings  in  Englewood,  a  southern  suburb  of  Den- 
'  nglewood's  Denver  Tech  Center  houses  yet  another 
stock  firms  as  well   "If  one  penny  stock  firm 
inothei   quickly  leases  the  space,"  says 
ing  securities  commissioner  with  Colora- 
Secuxities. 
ummarizes  the  boiler-room  hot  spots  of  the 
tar  the  biggest  concentration  is 
'rnia's  Orange  County,  part  of 


LOS  ANGELES 
NEWPORT  BEACH 
SAN  DIEGO 


Foreign 
futures 


Diamonds 
and  gems 
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suburban  Los  Angeles.  Says  William  McDonald,  chief 
enforcement  for  California's  Department  of  Corporatio 
"There  are  over  150  boiler  rooms  in  this  area.  They 
probably  costing  investors  $1  billion  a  year."  Kathi 
Holguin,  another  Department  of  Corporations  investi 
tor,  recently  raided  three  oil  and  gas  telemarketing  fin 
"When  we  raid  the  firms,  the  salesmen  aren't  shocked 
scared,"  she  says.  "They  sort  of  expect  it."  Then  tl 
move  down  the  street  to  another  operation. 

When  it  comes  to  overpriced  muni  bonds,  Jackson,  Mi 
may  take  the  honors  by  virtue  of  Buchanan  &  Co.,  a  ti 
firm  that  sold  hundreds  of  millions  in  nearly  worthl 
retirement  center  bonds  (Forbes,  Jan  25).  Little  Rock  a 
Minneapolis  are  also  active  in  tax-exempt  trash. 

The  blind  pool  trade  centered  in  Salt  Lake  City  consi 
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Selling  centers 


Hucksters  of  a  feather  flock  together.  Certain  cities  are  renowned  for 
their  penny  stocks,  others  for  fast-buck  precious  metals  schemes. 


MIAMI 


i  shell  corporations  waiting  to  merge  with  an  unspecified 
i  siness.  They  act  as  blank  checks  for  promoters  and  are 
jnost  always  bad  investments.  From  1983  until  1985, 
|0  blind  pools  filed  in  Utah  raised  $38  million  in  initial 
|  erings.  But  that  understates  their  contribution  to  the 
(:al  economy.  In  a  typical  stock  offering,  new  investors 
I:  lured  in  as  the  stock  price  is  manipulated  upward. 
I  ten  the  insiders  sell  and  the  stock  collapses.  A  1986  Utah 
|  v  forced  promoters  of  blind  pools  to  place  funds  raised  in 
j:row  until  a  suitable  investment  is  found.  Though  the 
Imber  of  blind  offerings  is  down,  it's  unlikely  this  will 
It  them  out  of  business. 

If  you  live  near  a  fraud  mecca,  you  may  never  know  it. 
jiler  room  solicitors  generally  find  victims  in  other 
I  tes  so  that  local  regulators  will  keep  off  their  backs.  The 


bait  to  lure  the  victim  may  be  in  yet  a  third  state.  Tnnity 
Gold  Corp.,  based  in  Anchorage,  used  Las  Vegas  brokers  to 
sell  interests  in  gold  ore  that  supposedly  would  be  mined 
on  the  Alaskan  isle  of  Tugidak,  southeast  of  Kodiak. 
Investors  paid  $12,500  for  500  tons  of  gold  ore,  and  were 
told  they  could  nearly  double  their  money  within  a  year 
when  the  refined  gold  was  sold.  But  a  call  to  any  Alaska 
state  mining  official  would  have  revealed  that  no  mining 
permits  existed  on  Tugidak.  Unfortunately,  the  southern 
and  midwestern  investors  who,  all  told,  bought  at  least  $1 
million  of  these  dirt  piles  never  checked. 

The  best  protection  for  the  investor,  of  course,  is  com- 
mon sense.  Never  trust  any  stranger  who  guarantees  a  high 
rate  of  return.  Especially  if  he's  calling  from  someplace 
sunny.  ■ 
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How  cheap  is  cheap?  It  depends  on  what 
language  you  are  speaking.  Herewith,  an 
international  investor  s  guide  to  compara- 
tive price /earnings  ratios. 


Parle zvous  P/E? 


By  Peter  Fuhrman 


A  phrase  book  could  translate  the 
English  term  price/earnings  ra- 
k  tio.  But  a  German  "Kurs/ 
Gewinn  Verhaltnis"  and  a  Japanese 
"kabuka/shueki  ritsu"  have  local 
meanings  all  their  own.  Outside  the 
U.S.,  a  P/E  can  mean  something  very 
different  from  what  it  does  on  Wall 
Street. 


In  the  U.S.,  earnings  forecasts  can 
vary,  but  there  is  little  disagreement 
about  what  earnings  are.  Not  so 
abroad,  where  it  is  accepted  practice 
to  doctor  earnings  with  additions  to 
and  withdrawals  from  hidden  re- 
serves. In  a  host  of  other  ways,  earn- 
ings are  distorted  by  accounting  con- 
ventions that  make  it  hard  to  compare 
values  from  one  bourse  to  the  next. 
But  compare  one  must,  if  one  has  any 

Jeff  Hoppa 


hope  of  applying  Benjamin  Grahar 
rationality  to  picking  stocks  rathe 
than  simply  following  crowds. 

Japan.  With  a  market  capitalizatio 
of  $3.5  trillion,  the  Tokyo  Stock  Ej 
change  is  the  world's  largest  and,  b 
U.S.  standards,  the  most  overpricec 
The  average  P/E  in  Japan  is  57.7,  an 
still  the  locals  are  in  a  buying  frenz) 
It  seems  they  care  less  about  P/E 
than  they  do  about  batting  averages  i 
the  American  League. 

There  are  legitimate  reasons  fc 
multiples  to  be  higher  in  Tokyo.  On 
is  that  accelerated  depreciation  it 
used  not  only  on  tax  returns  but  i 
reports  to  shareholders  as  well.  Thui 
earnings  are  depressed  and  multiple 
made  higher  than  they  would  be  wit 
American  accounting.  Take  Mazd; 
the  Japanese  auto  company  25°; 
owned  by  Ford.  In  fiscal  1987  Mazd 
earned  4.75  yen  a  share  (about 
cents),  against  a  price  of  530  ye] 
($4.25),  for  a  P/E  of  111.  That  is  fcj 
above  the  ratio  for  Ford  Motor,  with 
trailing  P/E  of  5.  Add  back  depreck 
tion  to  arrive  at  what  is  commonl 
called  cash  flow,  however,  and  you  gt 
a  somewhat  less  dramatic  differena 
Mazda's  cash  flow  is  75  yen  a  shan 
for  a  price/cash  flow  ratio  of  7.  That  i 
still  above  Ford's  price/cash  flow  rai 
of  3,  but  only  marginally  higher 
the  world  auto  industry  average. 

Another  perspective  on  the 
multiples  in  Tokyo:  Reported 
ings  figures  often  exclude  earnings  ( 
partly  owned  subsidiaries.  Look  at  ar 
other  automaker,   Honda.   At    1,71 
yen  ($13.50),  Honda  shares  sell  at 
P/E  of  34.  But  if  we  consolidate  ean 
ings  in  subsidiaries  like  36%-owne 
Showa     Manufacturing     and     40°/ 
owned  Keihin  Seiki  Manufacturinj 
Honda 's  multiple,  according  to  Londo  • 
broker  Philips  &  Drew,  falls  to  19. 

But  those  two  debating  points- 1 
cash  flow  and  subsidiary  accoun 
ing — go  only  so  far  in  rationalizing  ti 
far-out  prices  in  Japan.  To  soothe  fo 
eigners,  Japanese  brokers  have  inven 
ed  a  new  calculus  designed  to  mal< 
Japanese  companies  look  cheap.  Sorr 
of  their  arguments  would  have  Benj. 
mm  Graham  spinning  in  his  grave. 

Perhaps  the  most  ludicrous  is  th; 
earnings  per  share  should  be  calcula 
ed  only  on  the  public  float.  On  ave 
age,  70%  of  a  Japanese  company's  ou 
standing  shares  never  enter  the  ma 
ket.  They  are  held  in  semipermanei 
escrow  by  banks,  insurance  comp; 
nies  and  other  listed  companies.  As 
result,  Japanese  analysts  would  ha\ 
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rau  believe,  a  company's  earnings  are 
spread  over  only  30%  of  the  shares 
mtstanding.  This  lowers  the  average 
Tokyo  Stock  Exchange  multiple  to  1 8 
imes  earnings. 

To  take  the  most  extreme  example, 

>y  factoring  out  the  92%   of  Seibu 

Railway's  shares  held  off  the  market 

>y  other  Seibu  Group  companies,  you 

:an  lower  its  P/E  from  the  strato- 

pheric  (846)  to  the  market  average 

55).  Preposterous.  If  Seibu  Railway 

vere   liquidated,    would    the   inside 

;  idders  get  nothing  and  the  minority 

lolders  claim  the  whole  proceeds?  Do 

he  inside  holders  renounce  dividends 

m  their  shares?  Of  course  not. 

■   A  less  ludicrous  defense  of  Japanese 

hare  prices  is  the  hidden-asset  argu- 

nent.  Japanese  industrials  are  sitting 

Im  substantial  real  estate  and  securi- 

ies  holdings  valued  at  historic  rather 

ban  market  rates.  The  average  Japa- 

ese  company  sells  at  4.6  times  book 

lalue.  If  its  securities  and  property 

/ere  valued  at  today's  high  market 

rices,  the  argument  goes,  shares  in 

'  be  same  company  would  be  selling  at 

nly  a  slight  premium  to  book  value. 

Adjusting  a  book  value  in  this  fash- 

m  does  make  sense.  But  be  careful 

•'  ot  to  ignore  the  fundamentals  of  the 

1  idden  assets.  A  piece  of  prime  land  in 

okyo  the  size  of  this  page  sells  for 

Dmething  in  excess  of  $12,000.  Will 

lese  prices  ever  be  realized  by  share- 

i  olders,  or  will  real  estate  prices  col- 

ipse  first?  Last  year  Tokyo  real  estate 

Prices  fell  10%  in  yen  terms. 

Be  careful,  too,  about  how  you  con- 

1  der  unrealized  gains  in  shares  of  oth- 

t  companies.  It  can  be  a  form  of  cir- 

ular  reasoning:  Company  A  is  more 

aluable  because  it  owns  a  piece  of 

ompany  B,  which  is  more  valuable 

'^cause  it  owns  part  of  Company  A. 

hus  can  we  bootstrap  the  Nikkei 

/erage  to  an  infinite  valuation — un- 

il  someone   wants   to   sell   escrow 

lares  and  the  process  works  as  mag- 

ificently  on  the  way  down. 

"No  matter  what  calculations  you 

se,  Japanese  companies  are  very  ex- 

msive,"    says    Jean    Brancher,    the 

)urtly  general  manager  of  Switzer- 

nd's  Bank  S.G.  Warburg  and  an  ex- 

•< prienced  international  fund  manag- 

I'.  "A  P/E  is,  among  other  things,  a 

I  flection  of  confidence,   and  today 

i  mfidence  is  as  high  in  Japan  as  it  was 

the  U.S.  during  the  early  1960s. 

!  ben,  Kodak  was  selling  for  50  times 

urnings,  just  like  Japanese  compa- 

es  today.  The  Japanese  market  was 

:ry  cheap,  about  5  times  earnings. 


High 

and  low 

There  are  reasons 
this  much  highei 

for  Japanese  stocks  to  trade  higher  than  Swiss  ones.  But 
?  At  four  times  the  price/earnings  and  price/book? 

Country 

P/E 

Yield 

Price/ 
book  value 

Japan 

57.7 

0.5% 

4.64 

US 

13.1 

3.9 

1.71 

Germany 

12.4 

4.3 

1.57 

Switzerland 

12.4 

2.7 

1.27 

Italy 

11.9 

3.3 

1.44 

UK 

11.8 

4.7 

1.75 

France 

10.3 

3.6 

1.61 

Netherlands 

9.4 

5.2 

1.14 

New  Zealand 

6.2 

6.3 

1.15 

Source:  Morg 

an  Stanley  Capital  International 

The  Americans  said,  as  the  Japanese 
do  now,  that  high  prices  were  caused 
in  part  by  a  scarcity  of  stock.  This  is 
not  true.  I'm  convinced  that  there  will 
be  a  major  correction  at  some  point  in 
Japan,  just  as  there  was  in  the  U.S.  in 
the  1970s." 

Germany  and  Switzerland.  Here,  un- 
like Japan,  the  average  multiples  are 
below  that  of  the  U.S.  market.  As  in 
Japan,  complications  make  direct 
comparisons  with  U.S.  ratios  a  little 
difficult.  If  accounting  followed  U.S. 
standards,  reported  earnings  would  be 
as  much  as  twice  as  great  as  they  are 
for  some  companies.  For  others,  they 
could  be  a  lot  lower. 

The  cultural  bias  in  the  U.S.  is  to- 
ward inflating  earnings.  This  supports 
share  prices  and  fends  off  raiders.  Ger- 
man and  Swiss  accountants  have  a 
different  bias.  They  want  to  spare 
shareholders  erratic  earnings  growth. 
In  good  years  they  push  profits  into 
various  valuation  reserves,  hidden  ac- 
counts and  pension  funds.  They  can 
reverse  the  transfers  in  bad  years. 

The  shares  of  Switzerland's  largest 
bank,  Union  Bank  of  Switzerland, 
look  not  unattractive  at  a  current 
multiple  of  16.  But  the  shares  sudden- 
ly become  much  more  appealing 
when  we  apply  U.S.  accounting  prin- 
ciples to  value  Union  Bank  earnings. 
PaineWebber  analyst  Rodney 
Schwartz  calculates  that  sharehold- 
ers' equity  and  net  income  would  dou- 
ble if  the  bank  used  the  accounting 
used  by  Citicorp  or  J.P.  Morgan.  If  so, 
Union  Bank,  one  of  only  seven  AAA- 
rated  banks  in  the  world,  sells  for  a 
very  low  8  times  earnings. 

Schwartz  says  one  way  the  Swiss 


bank  understates  income  is  by  overre- 
serving  for  loan  losses.  Like  Japanese 
companies,  Swiss  companies,  too,  of- 
ten use  dividend  rather  than  equity 
accounting  for  their  subsidiaries, 
which  keeps  undistributed  earnings 
off  the  balance  sheet. 

But  hidden  reserves  cut  both  ways 
for  a  shareholder.  If  Union  Bank's 
business  takes  a  turn  for  the  worse, 
we  may  never  know  it.  It  could  inflate 
earnings  by  dipping  into  reserves. 

What  about  hidden  assets  of  Ger- 
man and  Swiss  companies,  such  as 
unrealized  gains  on  real  estate  and 
securities?  They  may  be  substantial, 
but  there  is  no  way  for  shareholders  to 
unlock  them.  Unfriendly  takeovers 
are  all  but  impossible  in  Germany  and 
Switzerland.  As  in  Japan,  there  are 
large  cross-holdings  insulating  man- 
agers, such  as  Deutsche  Bank's  28% 
holding  in  Daimler-Benz. 

One  more  point:  Switzerland  and 
Germany  both  have  slow-growing 
economies,  one  good  reason  their 
markets  deserve  to  sell  at  a  lower 
multiple  than  the  U.S.' 

France.  France  has  a  share-loving 
populace  and  lots  of  takeover  activity. 
French  accounting  is  roughly  analo- 
gous to  our  own,  and  the  average  mul- 
tiple is  only  10.3.  France's  second- 
largest  company,  Peugeot,  sells  at  less 
than  three  times  trailing  earnings. 
One  negative  is  the  country's  tolera- 
tion of  insider  trading  and  market  ma- 
nipulation. Another  is  the  reelection 
of  Francois  Mitterrand. 

Italy.  It  doesn't  look  too  unattrac- 
tive at  11.9  times  earnings,  especially 
when  you  consider  its  bustling  econo- 
my. Unfortunately,  with  but  one  ex- 
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ception,  each  of  the  country's  20  larg- 
est companies  is  controlled  by  a  single 
majority  shareholder.  What  happens 
in  a  takeover?  When  Italy's  third-larg- 
est company,  Ferruzzi,  took  over 
chemical  giant  Montedison,  it  pri- 
vately purchased  a  controlling  share 
for  50%  above  the  price  offered  to 
public  shareholders.  Now  Montedis- 
on's irate  public  shareholders  are  be- 
ing forced  to  accept  the  exchange  of  a 
Montedison  subsidiary  for  some  new, 
overpriced  Ferruzzi  shares.  The  Ital- 
ian stock  market  is  best  appreciated 


by  lovers  of  operatic  melodrama. 

Netherlands  This  market,  with  an 
average  multiple  of  9.4,  offers  some  of 
the  best  values.  The  Amsterdam  ex- 
change is  the  most  concentrated  of 
the  world's  major  bourses.  Three 
widely  held  Dutch  giants — Royal 
Dutch/Shell,  Unilever  and  Philips — 
make  up  almost  60%  of  the  total  mar- 
ket capitalization.  Philips  and  Shell 
are  both  excellent  investments  by  any 
standards,  offering  high  yields  (7.1% 
and  5.8%,  respectively)  and  fairly 
strong  earnings  momentum. 


New  Zealand.  A  low  P/E  and  hig 
yield  are  more  than  offset  by  a  weal 
ening  currency  and  a  fairly  dism; 
economic  outlook. 

No  simple  set  of  rules,  and  no  tab] 
of  ratios,  will  predict  which  markei 
will  do  best  over  the  next  sever; 
years.  Investing  is  a  matter  of  relativ 
values.  How  does  some  stock  loo 
relative  to  this  average  or  that  histor 
cal  norm?  Before  buying  into  any  fo 
eign  company,  at  least  educate  youi* 
self  about  P/Es  in  that  company 
home  market.  ■ 


Japanese  bonds  paid  off  handsomely  for 
investors  over  the  past  year.  A  topperform- 
ingfund  manager  tells  where  he  thinks  the 
action  will  be  now. 

What  Bangor 
is  buying 


By  Edwin  A.  Finn  Jr. 


Over  the  last  12  months,  few 
safe  investments  worked  out 
better  for  investors 
than  high-grade  Japanese 
bonds.  Sure,  they  paid 
what  looked  like  anemic 
yields:  about  4.5%.  But 
since  they  were  denomi- 
nated in  the  fast-climbing 
yen,  their  market  value 
rose  in  terms  of  the  U.S. 
dollar.  Combining  inter 
est,  price  gains  and  cur- 
rency appreciation,  Japa- 
nese K°vernmcnts  re- 
turned 15%  for  U.S. 
investors. 

Stacked  against  returns 
this,   the  6.5%   total 
n   last  year  on  U.S. 
> .         ked  sick. 

want   a 
le  action.  You 
liar  will  con- 
tinue w  I  vou  want 
to  b;  nominat- 


ed in  a  foreign  currency. 

Which  ones?  For  an  answer  we 
went  to  Nimrod  Fachler,  one  of  the 
sharpest  international  traders  around. 


Global  bond  funds 

For  diversification  and  low  transaction  costs,  you  are 
better   off   buying   a   fund   than   individual   foreign 
bonds — unless  you  have  a  million  dollars  to  invest. 

Fund 

— Largest  global  bond  funds — 
assets1                 12-month 
($mil)                   return2 

PaineYVebber  Master  Global  Income 

2  1  4% 

T  Rowe  Price  International  Bond 

454                        13.9 

Merrill  1  with  Retirement  Global 

334                      13.8 

Massachusetts  Financial  Intl  Bond 

177                      14.5 

Shearson  Lehman  Global  Bond 

164                        7.0 

International  Cash-Global  Cash 

132                      11.8 

Templeton  Income 

129                        6.9 

Fidelity  Global  Bond 

103                       10.9 

i  :ksk 

Sounca  Upper  Analytical  5m  im  inc 

Returns  in  the  foreign  bond  marko 
will  be  tougher  to  come  by  this  yea 
says  Fachler,  portfolio  manager  t 
PaineWebber  Master  Global  Incorr 
Fund,  the  biggest  and,  for  the  li 
months  ended  Mar.  31,  best-perforn 
ing  fund  of  its  kind. 

Fachler  isn't  saying  the  game 
over.  Just  that  with  the  yen,  for  exan 
pie,  having  doubled  in  value  again: 
the  dollar  over  the  past  three  year, 
most  of  its  action  is  behind  u 
Fachler  is  still  confident  that  he  cal 
beat  U.S.  government  bonds  for 
while  longer  by  going  abroad.  How  H 
plans  to  do  it  says  something  abou 
the  skills  investors  need  if  they  wan 
to  play  the  international  bond  markj 
on  their  own. 

Fachler  projects  that  the  dollar  wil 
drop  a  further  10%  against  most  cuj 
rencies  before  it  turns  around.  11 
make  the  most  of  this  situation,  hej 
picking  his  countries  carefully.  1 
Australia,  Denmark,  Ireland  arj 
Spain,  he  says,  coupd 
rates  run  anywhere  froi 
five  to  eight  percental 
points  higher  than  thol 
offered  by  the  stingy  Ge* 
mans  and  Japanese.  Yl 
inflation  in  the  form! 
countries  isn't  likely  to  1 
that  much  worse  than  ll 
flation  in  Japan,  Fachll 
says.  That  makes  trl 
higher  coupons  worth  trl 
currency  risk. 

Just      such      reasonirl 
helped  Fachler's  fund  tol 
22.2%  return  in  its  firfl 
year  of  operation,  whidj 
ended    Mar.    31.    Fachll 
added  to  his  results  wif 
short-term  currency  pla 
based    on    news    even 
such  as  politics  in  Austr 
lia     or     announcemen 
about     Britain's    gov 
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aeiit  budget. 

Fachler  hopes  strategies  like  these 
an  deliver  returns  of  15%  to  20%  in 
is  second  year  of  operation.  That 
ompares  with  the  9%  return  that 
/ill  come  from  long-term  U.S.  Trea- 
urys  over  the  next  year,  assuming 
iterest  rates  in  the  U.S.  stay  where 
bey  are  now. 

There's  money  to  be  made  by  bond 
uyers  who  get  into  a  weak  currency 
'ist  before  the  country  concerned 
tarts  moving  to  stricter  financial 
ontrols.  And  this  is  something  that 
ne  can  eventually  count  on  to  hap- 
•en  in  almost  any  strong  economy 
'here  the  currency  is  weak.  Why? 
he  increasing  flow  of  investment 
loney  across  national  borders  is  forc- 
1  lg  policymakers  to  curb  their  spend - 
lrift  ways  by  slowing  growth  in  the 
loney  supply,  cutting  government 
;ficits,  raising  interest  rates.  Once 
ley  do,  the  local  currency  strength- 
is.  Get  in  before  it  does,  and  you  can 
'  ail  down  a  nice  capital  gain. 
'  Examples  of  currency  geopolitics 


abound.  The  clearest  case  was  that  of 
Francois  Mitterrand,  who  was  elected 
president  of  France  on  his  socialist 
pledges  to  nationalize  large  French 
companies.  This  led  to  a  pullout  of 
international  funds,  causing  the 
French  franc  to  weaken  and  French 
interest  rates  to  edge  up. 

Before  long,  Mitterrand  was  sound- 
ing more  centrist,  and  he  has  re- 
mained that  way  right  through  his 
recently  successful  election  cam- 
paign. Similar  capital  outflows  forced 
government  austerity  in  Australia 
and  New  Zealand.  Now  international 
investors  are  asking  whether  the  U.S. 
will  soon  be  forced  to  trim  its  budget 
as  well. 

From  his  office  near  Rockefeller 
Center  in  Manhattan,  sitting  beneath 
a  three-foot  inflatable  globe,  the  35- 
year-old  Fachler  monitors  inflation 
rates,  interest  rates  and  politics 
worldwide.  The  key  barometer  is  in- 
flation, which  suggests  the  strength 
or  weakness  of  a  country's  currency. 
A  high  inflation  rate  generally  means 


a  country's  currency  is  headed  for  a 
slide.  That  makes  it  crucial  to  look  at 
a  foreign  bond's  expected  real  yield, 
which  is  the  coupon  interest  rate  ad- 
justed for  inflation.  The  exact  arith- 
metic is  a  little  bit  trickier,  but  a 
fairly  good  approximation  of  this  real 
yield  can  be  obtained  by  subtracting 
the  inflation  rate  from  the  annual 
bond  yield. 

It's  no  accident,  then,  that  the 
world's  strongest  currencies  are  in  Ja- 
pan and  Germany,  where  annual  in- 
flation rates  are  running  at  about  1  % . 
But  Fachler  feels  that  bond  yields 
from  those  countries — at  4.5%  and 
6.5%— aren't  high  enough.  Instead  he 
goes  for  bonds  denominated  in  cur- 
rencies like  the  French  franc,  the  Nor- 
wegian krone  and  the  Danish  krone. 
These  currencies  may  not  appreciate 
against  the  dollar  as  much  as  the  mark 
or  the  yen  over  the  long  run,  but,  boy, 
they  make  up  the  difference  many 
times  over  on  yield.  Danish  long  bonds, 
for  example,  yield  some  12%,  and 
Fachler  feels  that  the  currency  is  al- 


Alex  Quesada/Matrix 


imrod  Fachler,  manager  of  the  PaineWebber  Master  Global  Income  Fund 
try  to  find  cases  where  people's  perception  differs  from  reality.' 
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Is  the  yen  overpriced? 


By  one  measure,  it  is.  Since 
1980  the  yen  has  by  far  over- 
compensated  for  the  greater  in- 
flation in  the  U.S  than  in  Japan. 
The  yen  may,  of  course,  contin- 
ue its  upward  trajectory,  but  if  it 
comes  down,  yen  bonds  will 
turn  sour  for  U.S.  investors. 


Cents  per  yen 


0.8 


0.7 


0(, 


Actual 


0.5 


Based  on  purchasing 
power  equivalency 


'80      '81      '82      '83      '84      '85      '86      '87      '88 


most  a  proxy  for  the  German  mark. 

Fachler  also  draws  on  his  study  of 
politics  and  European  history.  "I  try 
to  find  cases  where  people's  percep- 
tion differs  from  reality,"  he  says. 
"That's  where  you  find  buying  oppor- 
tunities." Last  year  Fachler  made  his 
best  returns — more  than  50% — in  Ire- 
land, of  all  places.  The  general  percep- 
tion ot  the  Irish  economy  was  that  it 
was  weak,  inflation-ridden  and  badly 
in  need  of  outside  financing.  But 
Fachler  looked  at  the  numbers  and 
found  the  Irish  to  be  in  remarkably 
good  shape.  This,  at  a  time  when  their 
bonds  were  yielding  13%. 

Australia  is  a  similar  case.  Ameri- 
cans recall  getting  burned  on  Austra- 
lian bonds  in  1985.  The  Aussie  bonds 
were  paying  about  14%  interest,  but 
then  the  currency  crashed  30%  be- 
cause of  the  government's  spendthrift 
ways.  The  Australian  dollar  took  an- 
cr  bad  fall  in  1986. 
Few  foreign  investors  fully  appreci- 
budget    tightening    subse- 
undertaken  by  Treasurer  Paul 
Those  who  did  bought  bonds 
•  in  March  1987  and  got  a 
>m  the  rising  Australian 
ai.  Fachler  did  well  in  Australia 


and  right  now  keeps  34%  of  his  port- 
folio invested  there.  He  expects  the 
Aussie  dollar  to  move  up  some  5% 
against  the  U.S.  greenback  this  year. 

What  are  Fachler 's  sources?  Travel 
and  telephone  mostly.  "I  get  my  infor- 
mation from  people,  not  from  news- 
papers," he  says.  One  morning  this 
year  he  was  watching  wire  service 
reports  on  the  U.S.  bombing  of  Iranian 
oil  platforms  and  ships  in  the  Persian 
Gulf.  World  War  HI  be  damned, 
Fachler  was  watching  his  British 
bonds  as  they  moved  up  smartly  in 
reaction.  Why?  Britain's  large  oil 
holdings  are  beneath  the  North  Sea, 
safe  from  the  Mideast  turmoil. 

Earlier  this  year  Fachler  had  to  keep 
an  eye  on  Denmark's  political  debate 
over  how  to  keep  nuclear  ships  out  of 
Danish  waters.  The  issue  forced  the 
election  of  a  new  government,  which 
many  feared  would  be  socialist.  That 
fear  has  subsided,  and  Fachler's  Dan- 
ish bonds  strengthened. 

Currency  plays  used  to  be  a  game 
for  experts.  But  now,  with  world  mar- 
kets interconnected  as  they  are  and  no 
nation  a  world  unto  itself,  quite  ordi- 
nary people  are  hedging  and  speculat- 
ing against  currency  changes.  One  of 
the  biggest  sellers  of  Fachler's  fund, 


on  a  per-broker  basis,  has  bei 
PaineWebber's  Bangor,  Me.  offid 
Why  Bangor?  "This  is  really  a  consa 
vative  fund,  and  people  in  these  placl 
like  to  be  conservative  with  thf 
money,"  Fachler  replies.  Ot 
Paine  Webber  broker  in  the  hinterlafc 
explains  his  selling  technique:  "I  ex 
tell  if  I  have  a  sale  in  eight  seconds  I 
call  a  guy  up  and  say,  'Are  you  worril 
about  the  falling  dollar?'  If  he  sas 
'yes,'  I  know  I  have  a  sale." 

Are  you  worried  about  the  falli; 
dollar?  Do  you  feel  that  playing  int- 
national  currencies  and  interest  raw 
through  foreign  bonds  is  a  sound  wi 
to  protect  yourself?  If  so,  how  do  ypl 
buy  foreign  government  bonds?  Th/ 
come  in  small  denominations,  to 
some  brokers  tell  their  customers  rt 
to  try  to  buy  less  than  $50,000  woii 
at  a  time.  To  spread  risk  among  sevl 
al  countries  and  keep  commissiol 
low,  investors  really  need  a  millii 
dollars.  They  also  need  to  keep  an  en 
on    the    news    ticker.    What    if   tl 
world's  finance  ministers  agreed  to  m 
exchange    rates?    For    most    peopB 
then,  an  international  bond  fund* 
the  handiest  way  to  play  the  currenl 
sweepstakes.  (See  a  list  of  a  few  o/l 
largest  funds,  p.  278.)  ■ 


If  you  want  a  really  hard  currency,  look  \ 
Swiss  stocks.  Here  are  some  hints  tofollo\ 
and  pitfalls  to  avoid,  from  the  astute  ma) 
agers  of  the  Helvetia  Fund. 

Even  Americans 
can  yodel 


By  Richard  P  ha  Ion 


Old  Swiss  bankers  never  die, 
they  just  lose  interest,  you  say? 
Well,  the  Hottingers  of  Zurich 
have  been  in  the  business  for  more 
than  two  centuries  now  (see  box,  p. 
284X  manage  m  excess  of  $1  billion  of 
assets  and  are  still  capable  of  coming 
up  with  new  wrinkles  to  capture  in- 
vestors' interest. 
The  newest  and  most  visible  mani- 


festation of  the  Hottingers'  interest 
the  U.S.  is  the  Helvetia  Fund.  Its  shl 
but  eventful  life  establishes  t| 
truths:  1)  The  prim  Zurich  Stock 
change  is  no  more  immune  to  pail 
selling  than  the  racetrack  markets! 
Asia;  2)  well-capitalized  pros  like  if 
Hottingers  prosper  by  clinging  tcj 
long-term  point  of  view. 

This  closed-end,  designed  to 
it  easier  for  outsiders  to  slip  throt 
the  barriers  that  fence  off  the  S\ 
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High  technology  has 
finally  conquerecuhe  space 


betweenyour  teeth. 


You're  looking  at  one  of  the  most 
f  wrtant  advances  in  home  dental  care 
fee  the  invention  of  the  toothbrush. 

The  Interplak®  Home  Plaque 
Inoval  Instrument. 

After  using  it  just  once,  your 
T  uth  will  feel  fresher  and  cleaner  than 
i  ver  did  with  ordinary  brushing. 

The  Interplak  instrument 
leans  teeth  nearly  plaque-free. 

It's  a  scientific  fact  that  if  the  plaque 
f  your  teeth  isn't  removed  daily,  it  can 
:V  1  to  early  gum  disease  and  tooth  decay. 
X -lical  studies  show  that  manual  brush- 
b  removes  only  some  of  the  plaque 
b  Id-up.  But  those  same  studies  prove 
At  the  Interplak  instrument  cleans  teeth 
nrly  plaque-free,  and  reduces  gingivitis 
improve  the  health  of  your  gums. 

Light  years  beyond 
the  ordinary  toothbrush. 

Manual  and  electric  toothbrushes 
k  f  clean  up  and  down.  Or  back  and 
fc  h.  But  the  Interplak  instrument  cleans 
:  les  around  them  both,  with  a  patented 
i  gn  that's  a  stroke  of  genius. 
Ten  tufts  of  bristles  rotate  4200  times 
a  minute,  reversing 
their  direction  46 
times  a  second  to 
literally  scour  away 

I  plaque  and  stimu- 

late your  gums. 

'plat  lu/ls  clean  plaque  from  WTV.  tU 

tvnleelb  and  under  Ibe  gums  Wnen  Uie 

l|s  reverse  direction,  the  bristles  extend 
I ',  to  clean  deep  between  teeth  and 
fler  your  gumline,  with  a  cleaning 
■)n  that's  unsurpassed.  And  because 
ft  bristles  are  four  times  softer  than  the 


,M<//^; 


softest  toothbrush ,  they're  no  more  abrasive 
than  manual  brushing  with  toothpaste. 
New  wisdom  in  caring 
for  your  teeth. 

Dental  professionals  across  the 
country  are  praising  the  effectiveness  of 
the  Interplak  Home  Plaque  Removal  Instru- 
ment. And  they've  recommended  it  to  their 
patients.  It's  also  been  accepted  by  the 
American  Dental  Association.  Ask  your 
own  dentist  about  the  benefits. 

It's  easy  to  use,  cordless,  and  it 
recharges  itself  every  time 
you  place  it  back  in  its  own 
stand.  It  comes  with  two 
color  coded  interchange- 
able brush  heads  so  every 
family  member  can  benefit 
from  cleaner  teeth  and 
healthier  gums. 

The  Interplak 
Home  Plaque  Removal 
Instrument.  The  high 
tech  answer  to  a  down 
to  earth  need. 


5 


i 


N 


HOME  PLAQUE  REMOVAL 


INSTRUMENT 


interplak  is  Acceptable  as  an  effective  cleaning  device  for  use 
as  part  of  a  program  for  good  oral  hygiene  to  sup- 
plement the  regular  professional  care 
required  for  good  oral  health. 

Council  on  Dental  Materials,  Instru- 
ments and  Equipment,  American  Dental 
Dental  Association. 


AHA 


.CTEPTABLE 


Interplak"  isthe  registered  trademark  of  the  Dental  Research  Corporation 
©Dental  Research  Corporation,  1988. 


Now  available 


67  West  47th  St.  •  115  West  45th  St.  •  116  Nassau  St. 
"®    E.  Meadow  Plaza  Shopping  Center,  E.  Meadow,  N.Y  (L.I.) 

Mail  Order  Department:  36  East  19th  Street,  New  York,  New  York  10003 

To  order  in  NYS  call  1-212-608-6934  Out-of-state  Toll-free  1-800-221-7774 
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stock  markets,  opened  for  business 
last  August  after  an  underwnting  that 
took  in  $120  million.  What  with  un- 
derwriting discounts  and  a  crash,  net 
assets  are  down  to  $87.8  million. 


Mm  jac  Hong 

The  Hottingers  scarcely  had  a  mo- 
ment to  raise  a  celebratory  glass  to  its 
U.S.  debut  when  reality  intruded.  In 
general,  Swiss  stocks  had  risen  less 
than  stocks  in  other  major  markets, 


The  Helvetia  Fund 

s  largest  holdings 

Share  prices  in  Switzerlanc 
companies  are  nonetheless  < 

may  take  your  breath  away,  but  several 
:heap  in  relation  to  earnings  or  book  value. 

Company 

Share 
type 

%of 
portfolio 

Recent 
price 

EPS            P/E 

Dividend 

Book  value/ 
share 

Ciba-Geigy 

R 

7  1% 

$965 

$143            6.8 

$26 

$2,20^ 

i  i edit  Suisse 

B 

18 

1,585 

206            7.7 

75 

2,202 

Hoffmann-La  Roche 

PC 

3.1 

7,335 

481           15.3 

92 

11,716 

Hoffmann-La  Roche 

B 

3.9 

26,139 

4809          26.2 

920 

117,161 

1  scobs  Suchard 

R 

3.3 

951 

70          13.6 

23 

418 

Libit  &  Spruengli 

R 

1.8 

in   :.< 

571           184 

98 

11,359 

tie 

B 

12.8 

5,627 

374           15.0 

105 

4,202 

B 

6.3 

7,701 

397           19.4 

77 

4,842 

... 
i  -  -nance 

B 

3.5 

8,363 

732           114 

91 

12,405 

i.-inV.  c-a 

B 

1.8 

2,014 

303            66 

84 

3,030 

■• 

B 

3.9 

■-    -  v1 

230           14  9 

43 

4,321 

T-e 

B 

4.5 

3,746 

307          12.2 

36 

3,798 

1     PC  Participation  certificates 

Source:  Helvetia  Fund.  Bank  Vontobel 
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but  they  took  a  surprisingly  heavl 
pasting  come  Black  Monday.  And  s| 
far  this  year,  as  tracked  by  Morga 
Stanley  Capital  International,  Swi< 
markets  have  recovered  only  modes 
ly  compared  with  the  resurging  ma(| 
kets  in  Japan  and  France. 

Georges  de  Montebello,  presider 
of  the  Hottinger-controlled  firm  th; 
runs  Helvetia's  portfolio,  thinks  th 
severity  of  the  Swiss  selloff  in  pa 
reflected  one  of  the  market's  virtues: 
two-day   settlement   procedure    thM 
enabled  hard-pressed  traders  who  hal 
to  cover  liabilities  elsewhere  to  xaxM 
cash  virtually  overnight. 

The    tall,    affable   de   Montebellil 
however,    does    not    minimize    thl 
structural  peculiarities  that  greaseB 
the  slide.  The  Swiss  market  is  narrovB 
The  top  25  issues,  including  some  (I 
the  well-known  names  in  Helvetia] 
portfolio  (see  table),  account  for  aboJ 
75%  of  total  market  value.  High-mul 
tiple  smaller  companies  are  even  leJ 
liquid.  It  didn't  take  much  for  the  bi 
side  of  the  market  to  evaporate. 

The  fund's  fall  was  cushioned  by 
cash  position  that  currently  stands 
about  34.5%  of  assets.  Even  so,  inve 
tors  who  bought  on  the  original  offe 
ing  are  hurting.  A  share  that  cost  $ 
new  is  currently  trading  at  103/s  on  tl 
Big  Board,  and  the  original  net  assi 
value  of  $13.95  has  shrunk  to  $10.9 
That  21.4%  decline  in  net  asset 
however,  isn't  nearly  as  bad  as  tr 
29.8%  decline  in  the  Swiss  Bancorp 
General  Index  for  the  Zurich,  Gene\ 
and  Basel  markets  over  that  period 

The  narrowness  of  the  Swiss  ma 
ket  would  make  the  Helvetia  Fund 
inappropriate  vehicle  for  more  than 
sliver  of  a  U.S.  investor's  assets.  Bi 
the  5.4%  discount  to  net  asset  vali 
makes  this  an  economical  way  to  g< 
exposure  to  a  rock-hard  currency.  Th 
chief  negative  is  its  stiff  expense  rati 
an  annualized  1.85%  of  assets — eigl 
times  the  expense  ratio  of  the  mo 
efficient  closed-end,  ASA  Ltd. 

The  Helvetia  Fund  is  also  a  way 
get  in  on  registered  shares  general 
reserved  for  Swiss  nationals  as 
Swiss-controlled  companies.  Regi 
tered  shares  are  the  top  of  a  thre 
tiered  market  that  includes  beari 
shares  and  participation  certificate 
Bearer  shares,  available  to  foreigner 
are  equal  in  voting  and  liquidatio 
rights  to  registered  shares  but  cost 
much  as  1 10%  more.  The  size  of  tl 
premium  is  a  function  of  supply  ar 
demand — the  number  of  bearer  shart 
outstanding  and  the  extra  cash  foreig 


FORBES,  FUNE  27,  19ft 


Visibility  where  it  counts 


International  Investing 


d 


investors  are  willing  to  put  up  for  not 
having  been  bom  Swiss.  Participation 
ites  are  also  mainly  the  lot  of 
the  outsider.  They  are  treated  equally 
with  the  other  classes  of  stock  on 
dividend  payout  but  carry  neither  liq- 
uidation nor  voting  rights,  and  hence 
sell  at  a  discount  to  bearer  shares. 

What  would  happen  to  participa- 
tion certificates  in  a  takeover?  This  is 
an  uncommon  occurrence  in  Switzer- 
land— a  hostile  takeover  would  be  al- 
most unthinkable — and  so  the  answer 
is  not  clear. 

So  there  is  a  lot  to  be  said  for  own- 
ing registered  shares.  Thanks  in  part 
to  the  Hottinger  connection,  de  Mon- 
tebello  has  been  able  to  persuade 
some  Swiss  managements  that  the 
fund,  while  wholly  American,  is  Hel- 
vetian n  more  than  name,  and  non- 
threatening.  "We  are  long-term  inves- 
tors— friendly,  with  the  interests  of 
our  portfolio  companies  at  heart,"  he 
says.  The  fund's  Ciba-Geigy  shares, 
recently  trading  at  1,385  Sw.  fr. 
($965),  are  all  registered.  Other  for- 
eign investors  must  either  accept  the 
less  desirable  participation  certifi- 
cates that  cost  more  (1,850  francs)  or 
the  extremely  overpriced  bearer 
shares  at  2,985  francs.  All  the  shares 
pay  the  same  dividend.  So  far  the  fund 
has  succeeded  in  getting  only  16.7% 
of  its  assets  in  registered  stocks.  Its 
largest  position  is  in  Nestle  bearer 


All  in  the  family 


In  Zurich,  the  name  is  Hot- 
tinger. In  Paris,  to  which 
founder  lean  Conrad  emigrated 
in  1784,  the  name  is  Hottin- 
guer.  No  matter  what  the  spell- 
ing, it  attaches  to  seven  genera- 
tions of  private  bankers  and  a 
long  sweep  of  history. 

Jean  Conrad  was  a  precocious 
22-year-old  when  he  cofounded 
a  bank  in  1 786.  He  was  left  sole- 
ly in  charge  after  the  outbreak  of 
the  French  Revolution.  There 
followed  sojourns  in  England 
and  the  U.S.,  a  return  to  Paris 
and  a  role  in  the  creation  of  the 
Banque  de  France,  for  which  he 
was  rewarded  with  a  hereditary 
barony.  Since  then  the  Hot- 
tingers  have  provided  financing 
for  insurance  companies  and 
mines,  utilities,  Argentina,  the 
Chinese  Empire  and  the  Trans- 
Siberian  Railway. 

Baron  Jean  Conrad's  great- 
great-great-grandson,  Baron 
Henri,  works  in  Paris  and  Zu- 
rich, as  does  Henri's  32-year-old 
son,  Rodolphe,  assisting  in  the 
oversight  of  more  than  $1  bil- 
lion in  assets. — R.P. 


shares  trading  a  little  under  double 
the  price — and  thus  half  the  yield — of 
registered  shares. 

The  fund  has  a  certain  convenience 
factor  for  low-budget  investors.  Hoff- 
mann-La Roche,  maker  of  the  contro- 
versial acne  drug  Accutane,  is  an  in- 
triguing possibility  at  only  slightly 
above  book.  But  the  bearer  shares  are 
1 8 1 ,000  francs  apiece,  or  $  1 26,000.  In- 
terested in  purchasing  a  share  for  youi 
portfolio?  Prepare  to  do  some  work 
shopping  around  for  competitive  bro- 
kerage and  currency  translation  fees 
Shearson  Lehman  Hutton  won't  re- 
veal its  charges.  A  source  at  anothei 
brokerage  says  that  even  an  institu- 
tional customer  would  have  to  pay 
Swiss  brokerage  commission  anc 
stamp  tax  totaling  about  1%  of  the 
transaction,  plus  a  0.3%  commission 
to  the  U.S.  broker.  You  should  also  be 
on  the  alert  for  any  markup  built  intc 
the  currency  conversion. 

Convenience  is  no  substitute  foi 
performance,  of  course,  but  de  Monte 
bello  thinks  that  will  come  with  time, 
too.  Swiss  stocks  look  cheap  at  12> 
times  earnings  (see  table,  p.  277),  bui 
de  Montebello  at  the  moment  is  sit 
ting  tight  with  that  big  cash  position 
waiting  to  see  which  way  the  cat  ii 
going  to  jump.  "What's  the  hurry?"  h( 
asks.  "We're  Swiss  enough  to  know 
that  time  and  patience  are  on  oui 
side."  ■ 


Mike  Milken  and  his  friends  are  making 
big  bets  on  Mexico.  Should  you? 


Mexican 
stocks? 


By  John  Beins 


INFLATION    RATE,    159%     111 

inning  at  a  120%  annual 

i    •!  i\  oi  this  year.  Short- 

ire  around  45%. 

CD  announced  in 

the  Kiant  federal 


budget  deficit  will  probably  cause  a 
recession  this  year.  A  recession  could 
lead  to  social  unrest  and  scary  head- 
lines. The  forthcoming  Mexican  pres- 
idential election  may  also  unsettle 
business. 

Sometimes,  however,  the  best  time 
to  invest   is  when   things  look  the 


worst,  and,  if  that  is  so,  Mexico  i 
worth  a  look.  Drexel  Burnham  Lam 
bert's  Michael  Milken,  who  knows 
thing  or  two  about  making  mone 
while  taking  risks,  raised  $170  mil 
lion  last  October  from  corporate  in 
vestors  to  make  investments  in  La 
America,  primarily  Mexico.  Shoul 
you  follow  his  lead? 

Because  of  nationalistic  investmen 
rules,  only  a  few  Mexican  stocks— 
Telefonos  de  Mexico  and  Tubos  dt 
Acero,  for  example — trade  on  foreigr 
exchanges.  Others  can  be  bought  ir 
Mexico  City  through  U.S.  brokers  bu 
have  a  limited  float  available  to  non 
Mexicans.  The  easiest  way  for  tht 
U.S.  individual  investor  to  take  a  the 
on  Mexico  is  via  the  NYSE-listec 
Mexico  Fund,  which  has  the  sam< 
access  to  the  Mexican  market  tha 
Mexicans  do.  The  seven-year-ol< 
closed-end  has  SI 40  million  in  assets 

The  Mexico  Fund  is  not  for  the  fain 
of  heart.  On  the  Mexican  Bolsa,  10°/ 
weekly  swings  are  commonplace.  Ac 
tive  trading  is  confined  to  some  2CX 
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TWice  a  day 


Photo  Jeff  Sline 


we  mean  the  world  to  you 

Morning  Edition, 
All  Things  Considered,  and  Weekend  Edition. 

The  intelligent,  insightful  news  programs  that 

make  sense  of  the  day's  events. 
Twice  a  day,  for  millions  of  people, 
National  Public  Radio  means  more 
than  the  news,  it  means  the  world. 

Check  local  listings  for  your  public  radio  station  or  call  NPR  at  (202)  822-2323. 

NATIONAL  PUBLIC  RADIO  NEWS 
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Mexico  Fund  President  Jose  Luis  Gomez  Pimienta 
"The  rope  is  around  our  neck." 


Sldinc  Marktjva 


issues  with  a  combined  market  capi- 
talization of  just  $13  billion  (about 
the  same  as  Eastman  Kodak's).  Last 
year,  after  moving  up  a  stunning 
692%  (in  pesos)  before  the  world 
stock  market  collapse,  the  Bolsa  gave 
back  most  of  its  gains  after  the  crash, 
falling  72%.  The  Mexico  Fund,  as 
high  as  14'A  last  October,  now  trades 
around  S'/i.  The  current  price  repre- 
sents a  22%  discount  from  its  net 
asset  value.  Yield:  about  3%. 


If  you  think  Mexico  will  pull 
through  its  current  crisis  and  if  you 
think  the  new  president  to  be  elected 
in  July  will  continue  the  relatively 
sound  policies  of  President  Miguel  de 
la  Madrid,  Mexico  is  well  worth  a 
tumble. 

The  government's  six-month-old 
program  to  battle  inflation  with  tight 
credit,  wage  and  price  controls  and  a 
fixed  exchange  rate  (now  around 
2,300  pesos  to  the  dollar)  shows  early 


Bolsa  bargains — but 

Mexican  stocks  are  hard  to  buy  and  risky.  But  these  companies,  strong  in 
both  domestic  and  export  markets,  look  particularly  cheap. 

Recent 
Company/business                                                         price               EPS 

Dividend* 

Price/ 
book 

Bimbo,  tood  processing                                                    $0.73            $0.09 

mi  i).; 

078 

Camesa/blast  furnaces                                                     0.91              0.26 

0.00 

0.40 

Celanese  Mexicana/chemicals                                       4.67              0  47 

0.22 

0.76 

Cementos  Mexicanos  cement                                        2.35              0.36 

0.06 

0.79 

Cifta/ ni  filing                                                                   0.71              0.08 

0.02 

1.39 

Condumex  electrical  equip                                               2.68              0.52 

0.02 

0  70 

Cydsa/chcmicals                                                              9.07              2.39 

0.30 

0.79 

-t  Sociedad  de  Fomento  Ind/holding  co                   2.35              0.47 

0.00 

0.67 

(  lark  de  Mexico/personal  care  prods           4.06              0.53 

0.23 

0.90 

n  irous  metals                                               0  y)               o  10 

0.01 

0.68 

1.25              0.51 

0.00 

0.85 

1188              2.05 

0.65 

069 

irllLN 

signs  of  working. 

After  a  15.5%  increase  in  Mexico'  i 
consumer  price  index  in  January,  in  } 
flation  was  3.1%  in  April  and  2%  h\ 
May.  Lasting  success  in  fighting  inila 
tion,  however,  will  require  cuttin 
Mexico's  huge  federal  deficit,  whicl 
ran  to  16%  of  the  country's  gross  dc 
mestic  product  last  year.  (That's  fiv 
times  the  level  in  the  U.S.)  "The  rop 
is  around  our  neck,"  says  Jose  Lui 
Gomez  Pimienta,  Mexico  Fund  presi 
dent  since  its  initial  public  offering  ii 
1981.  "For  that  reason,  we  will  hav 
to  make  this  work." 

What  stocks  does  the  Mexico  Funi 
favor?  Some  40%  of  its  portfolio  is  ii 
chemical,  construction  and  minin 
shares,  all  of  which  are  heavy  expon 
ers  to  the  U.S.  and  thus  receive  a  larg 
part  of  their  revenues  in  dollars.  Wit 
the  dollar  up  nearly  80%  against  th 
peso  in  the  past  year,  cement  fror 
Cementos  Mexicanos,  glass  from  Vitr 
and  silver  from  mdustrias  Peholes, 
name  a  few  examples,  are  sellin 
strongly  outside  of  Mexico.  Cemento 
Mexicanos  closed  recently  at  5,45 
pesos  (about  $2.35).  For  that  you  get 
company  with  nearly  a  50%  domesti 
market  share  in  cement,  trading  at  79' 
of  book  value  and  6.5  times  earnings 

But  just  what  do  earnings  mean  in 
hyperinflationary  economy?  Suppo: 
a  company  begins  the  year  with 
book  value  of  1,000  pesos  and  en 
with  2,590  pesos.  When  inflation 
159%,  the  159%  gain  in  book  val 
only  means  the  company  is  treadi: 
water.  True  earnings  are  nil. 

Mexican    accountants    have    m 
overlooked  this  problem.  They  resta 
accounts  in  today's  pesos  before  fi 
ing  depreciation  or  profit.   The 
counting  may  not  be  perfect,  says 
mez  Pimienta,  but  it  strips  out 
worst  of  the  inflation  distortions. 
827  pesos  (36  cents)  per-share  earn: 
that  Cementos  reported  for  the 
months  ended  Mar.  31,  he  says,  co: 
close  to  what  the  company  woi 
have  reported  ii  its  accounts  had  be 
kept  in  the  U.S.  Looked  at  that  wa 
the  P/E  of  6.5  is  not  out  of  line.  Th 
company's  profits  last  year  were  u 
219%,  after  inflation,  from  1986. 

Taking  all  this  into  consideratioi 
Gomez  Pimienta  likes  Cifra,  whic 
runs  supermarkets,  department  stort 
and  restaurants,  and  trades  at  8 
times  earnings.  He's  also  high  o 
Kimberly  Clark  de  Mexico,  which 
43%  owned  by  the  U.S.  consunw 
products  company.  The  Mexica 
company  trades  at  7.7  times  earning 


FORBES,  PJNE  27,  198f 


Fbr®  years  running... 

^»7fc6;85/84;83;82;8L 
Ford  Motor  Company 

has  designed  and  built 

the  highest  quality 

American  cars  and  trucks, 


No  other  company  can 
make  this  statement. 


Based  on  an  average  of  owner-reported  problems  in  a  series  of  surveys 
of '81 -'88  models  designed  and  built  in  North  America. 


Quality  is  Job  1 


FORD 


MERCURY 


LINCOLN 


H  Me  up — "together  we  can  save  lives. 
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Mexico  City 
'^  faint  of  heart. 


has  huge  cash  flow  and  has  never  had 
a  down  year.  The  U.S.  parent  trades 
for  14  times  earnings. 

As  a  measure  of  how  cheap  Mexi- 
can stocks  are  right  now,  the  Mexico 
Fund  portfolio  trades  at  4  times  trail- 
ing 12-month  earnings  and  65%  of 
book  value.  That's  down  from  last 
year's  highs  of  24  times  earnings  and  3 
times  book  value.  The  U.S.  market, 
measured  by  the  Wilshire  5000  index, 
now  trades  for  around  14  times  earn- 
ings and  2.5  times  book. 

At  a  22%  discount  to  assets,  Mexi- 
co Fund  could  be  a  target  for  an  inves- 
tor looking  to  liquidate  or  restructure 
the  fund.  Gomez  Pimienta  thinks 
open-ending  would  be  a  mistake.  The 
Mexican  market,  he  says,  is  too  thin 
for  a  big  investor  like  the  Mexico 
Fund  to  have  to  dump  stocks  to  pay 
back  any  heavy  share  redemptions. 

Says  Jose"  |uan  Alvarez,  head  of  cor- 
porate finance  at  Mexico  City  broker- 
■1  C.rupo  Bursatil  Mexicano: 
•  these  prices,  investing  in  Mexi- 
-  almost  like  making  a 
t]  'tal  investment." 

rough  direct  purchases 
CO  Fund,  Mexican 
re  an  interesting 


Convinced  those  high-P/E  Japanese  stock* 
are  due  for  a  correction?  You  can  shon 
them,  but  its  not  easy. 

How  to  short 
Japan  j 


By  Christie  Brown 


Iet's  suppose  you  think  a  crash  is 
_  overdue  in  the  Japanese  stock 
I  market.  Perhaps  Seibu  Railway, 
at  846  times  earnings,  is  due  for  a  fall. 
Or  Nippon  Telegraph  &  Telephone,  at 
seven  times  sales,  for  goodness'  sake. 
Is  it  legal  to  short  these  stocks?  Is  it 
feasible?  Where  do  you  borrow  the 


shares  to  be  sold  short? 

You're  forgiven  if  you  don't  kno\ 
the  answer  even  to  the  first  questior 
Neither  do  the  experts.  Nomura  Sect 
rities,  one  of  the  largest  Japanese  brt 
kerages,  says  it  doesn't  allow  foreigr 
ers  to  go  short  because  the  laws  ar 
too  restrictive.  But  Yamaichi  Secur 
ties  says  there's  no  problem.  Daiw 
Securities  handles  short  sales  for  foi 
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gners,  but  only  if  they  live  in  Japan. 

What  gives?    Peter   Chepucavage, 

;neral  counsel  for  Nomura  in  New 

fork,    sighs,    "The    Japanese    don't 

J  rite  down  all  their  rules.  I  have  been 

i  i  this  business  many  years,  and  I  am 

iclear  on  what  the  rules  are." 

Neither  are  they  clear  to  the  traders. 

professional    short-seller,    James 

hanos  of  Kynikos  Associates,  a  hedge 

ind,  until  recently  was  of  the  opinion 

lat  the  only  way  to  short  a  Japanese 

ock  was  to  short  the  American  De- 

reitary  Receipt.  But  ADRs — claims 

1  foreign  stocks  held  by  U.S.  banks — 

en't  available  on  all  stocks.  Ito-Yo- 

»do  has  ADRs;  Nippon  Telegraph 

•esn't.  The  ones  that  do  exist  are  often 

ird  to  borrow.  When  Chanos  wanted 

short  airliner  JAL  in  December,  he 

•uldn't  lay  his  hands  on  enough  ADRs 

make  a  play.  "I  don't  know  why, "  he 

ys.  "I  suspect  that  JAL's  being  a  gov- 

oment  issue  has  something  to  do 

ith  it." 

How  much  more  efficient  is  the 
arket  in  the  U.S.?  Shares  a  customer 
ives  in  a  margin  account  may  be 
at  out  by  the  broker  to  short-sellers, 
addition,  many  institutions  lend 
it  their  securities.  The  lender  takes 
risks,  and  can  pocket  a  little  extra 
turn  for  its  trouble.  How  so?  The 
■rrower  must  return  the  stock  on 
mand  and  reimburse  the  lender  for 
missed  dividends.  That  leaves  the 
ider  whole  with  regard  to  its  stock 
sition.  Meanwhile,  for  collateral, 
e  borrower  deposits  with  the  lender 
e  cash  proceeds  of  the  short  sale. 
le  lender  puts  this  money  in  Trea- 
ty bills  and  collects  interest. 
So  rich  is  the  supply  of  most  U.S. 
i)cks  for  lending  that  lenders  typi- 
i  lly  keep  only  a  fraction  of  interest 
limed.  The  rest  is  rebated  to  the  pro- 
visional short-seller  (retail  short-sell- 
• .  generally  don't  get  the  rebate). 
Ihe  market  for  Japanese  securities, 
Iwever,  is  a  lender's  dream.  The  Col- 
I'P  Retirement  Equities  Fund  nets 
12  million  a  year  lending  out  Japa- 
lse  stocks.  On  its  U.S.  stocks  CREF 
i  lucky  to  keep  the  first  1%  or  so  of 
tilings  on  the  collateral  a  year;  on 
)  >anese  stocks  it  pockets  up  to  4% . 
iNot  every  U.S.  holder  of  Japanese 
■  rurities  is  in  on  the  lending  action, 
learson  Lehman  Hut  ton  and  Merrill 
lach  participate.  But  Scudder,  Ste- 
als &  Clark,  which  controls  over 
1  5  billion  in  Japanese  stocks,  hasn't 
1  it  out  a  one. 

jVhile  U.S.  players  hesitate  in  an 
m  certain  market,  short-selling  goes 


on  in  Japan,  subject  to  its  own  pecu- 
liarities and  cultural  barriers.  Many 
investors  there  attempt  to  profit  from 
the  distortions  of  stock  prices  twice  a 
year,  when  the  powerful  tokkin 
funds — investment  trusts  whose  in- 
vestors are  largely  corporate  treasur- 
ers— tally  up  accounts.  "Stock  prices 
are  grossly  massaged  toward  the  end 
of  March  and  September,"  says  Peter 
Green  of  institutional  broker  James 
Capel,  "so  that  stock  valuation  is  as 
high  as  possible."  The  obvious  play  is 
to  go  short  at  these  times  and  cover 
not  long  after.  Trouble  is,  other  inves- 
tors are  trying  to  do  the  same  thing, 
and  the  supply  of  lendable  stock  gets 
tight.  Any  short-seller,  of  course,  suf- 
fers the  risk  of  having  his  loan  called 
in  and  being  forced  to  buy  back  the 
stock  at  an  inopportune  time. 

Another  reason  for  periodic  crimps 
in  stock  loans  is  that  some  75%  of  the 
stock  in  Japan  is  owned  by  other  cor- 
porations and  financial  institutions  as 
a  long-term  investment.  Often  these 
owners  lend  their  certificates  only  to 
demand  them  back  twice  a  year,  near 
the  record  dates  for  dividends.  Rea- 
son: Not  to  show  up  on  the  books  of 
the  other  corporation  as  record  owner 
would  be  taken  as  an  affront. 

Traders  who  line  up  a  loan  of  stock 
can  make  a  bundle.  One  play  among 
the  cognoscenti  is  a  warrant  hedge.  A 
lot  of  cheap  warrants  on  Japanese 
firms  are  floating  around.  Warrants 
are  often  issued  with  bonds  and  im- 
mediately dumped  by  bond  investors. 
Arbitragers  can  buy  the  underpriced 
warrants  and  short  the  stock  in  such  a 
way  as  to  all  but  lock  in  profits. 

And,  naturally,  it  was  only  a  matter 
of  time  before  traders  discovered  in- 
dex arbitrage  against  the  Osaka  50,  a 
basket  of  stocks  that  trade  in  Osaka. 
"Brokers  call  up  and  say  give  me 
20,000  shares  [each]  of  all  the  stocks 
on  the  Osaka  50,"  says  Paul  Marshall, 
a  securities  lender  at  CREF. 

Such  no-lose  arbitrages  are  beyond 
the  reach  of  the  individual.  But  any- 
one who  wants  to  make  a  naked  bet 
against  Japan  can  short  Osaka  futures. 
For  each  contract,  representing 
$540,000  of  stock,  an  initial  margin  of 
$48,500  must  be  put  up.  Commis- 
sions: $486  in  Japan  plus  whatever  the 
U.S.  broker  demands  as  intermediary. 
A  cheaper  trade  may  soon  be  available 
closer  to  home  The  Chicago  Mercan- 
tile Exchange  is  planning  to  trade  fu- 
tures and  options  on  the  Nikkei  225 
(one  contract  equals  $110,000  of 
stock)  by  year-end.  ■ 


jtran-Fraixois  Allauv 


"Stock  prices  arc  grossly 
massaged  toward  the  end  of 
March  and  September,** 
says  Peter  Green  of 
institutional  broker  James 
Capel,  "so  that  stock 
valuation  is  as  high  as 
possible."  The  obvious  play 
is  to  go  short  at  these  times 
and  cover  not  long  after. 
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new  issues — alas,  a  minority  of  them — are  good  invesi 
merits.  Don  t  play  in  this  market  unless  you  have  the  time  aru 
patience  to  do  a  lot  of  homework. 

When  the  broker  calls 
with  a  hot  new  issue 


By  Charles  M.  Bartlett  Jr. 

F|rom  1982  through  Apr.  29, 
1988,  during  the  second-great- 
est bull  market  of  the  century 
(after  1932-37),  investment  bankers 
raised  $63.5  billion  for  Amenca's  en- 
trepreneurs by  taking  3,998  compa- 
nies public.  Good  for  the  economy. 
Good  for  the  companies.  Good  for 
the  bankers,  who  kept  $5.5  billion  of 
the  total  as  underwriting  commis- 
sions and  fees. 

But  how  good  was  all  this  money 
raising  for  investors?  Not  very.  A  scan 
of  the  Forbes  new-issue  database  es- 


tablishes that  the  1982-88  crop,  on 
average,  underperformed  the  stock 
market  as  a  whole.  This  computation, 
moreover,  excludes  penny  stocks, 
which  tend  to  be  the  most  highly  ma- 
nipulated and  have  the  worst  long- 
term  results. 

For  our  six-year  study,  we  looked  at 
1,876  companies  that  went  to  the 
market  priced  at  $  1  or  more  and  raised 
a  minimum  of  $5  million.  These  larg- 
er issues  raised  from  investors  $58.8 
billion,  of  which  the  investment 
bankers  took  $3.3  billion  in  fees. 
What's  the  market  value  of  that  $58.8 
billion  today?  Only  $64.5  billion,  a 


CjltKl.  NKOxiiiX'H 


9.7%  gain.  You'd  have  done  better 
Treasury  bills. 

Only  773,  or  41%,  of  the  issues  i 
cently  were  selling  for  more  th; 
their  original  offering  price.  If  ne 
issues  are  compared  with  the  str* 
market  averages,  the  results  are  ew 
worse.  About  two-thirds  didn't  dd 
well  as  the  Standard  &  Poor's  5( 
between  the  date  of  issue  and  o 
closing  date  of  Apr.  29.  In  fact,  5% 
the  companies  went  bankrupt,  ai 
28%  of  the  issues  were  down  at  lea 
50%  from  their  offering  price.  A  thi 
of  them  left  the  investor  with  le 
than  half  the  sum  he'd  have  had  hoi 
ing  the  S&P  500  over  tl 
same  period.  The  a 
age     relative-to-marirJ 
performance  was  a  dil 
mai-13.6%.Alloithe| 
comparisons,     by     til 
way,  exclude  dividenc  i 
which  are  much  bettf 
on  established  S&P  5< 
companies  than  on  ne 
issues. 

Something,  neverthi 
less,  keeps  investo 
coming  back  to  the  nei 
issue  market — mem 
ries  of  the  rare  jackpc 
The  best-performii 
new  issue  of  the  si 
years  was  King  War 
Productions,  distribut 
of  such  television  fare 
Wfcee/  qfFortimeJeopan 
and  the  Men-  Griffin  Sbo 
A  $10,000  investment 
King  World  in  1984 
now  worth  $1 15,500. 

Three  of  the  best-pe 
forming    15    compani* 
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see  table  on  bottom  of  p.  292)  also  made 
me  of  Forbes'  annual  lists  of  the  200 
Jest  Small  Companies  in  America: 
uno  Lighting,  Dress  Barn  and  Par 
'harmaceutical. 

How  do  you  separate  the  gold  from 
he  dross?  Reading  the  prospectus 
:arefully  is  a  nice  start.  If  the  compa- 
ly  has  no  appreciable  sales,  market- 
ible  product  or  earnings  history,  the 
>rospectus  is  usually  clear  on  these 
>oints.  They  should  be  red  flags  to  the 
areful  investor. 

The  other  key  measures  to  look  at 

je  the  price/earnings  ratio  and  dilu- 

ion,    which    is    the    difference    be- 

ween  what  you  pay  for  a  share  and 

he   post-offering   book   value.    Juno 

.ighting,  number  5  on  our  top  20, 

.vent  public  in  June  1983  at  $12.75 

■    share,  a  hefty  premium  over  the 

•ost-offering    book    value    of    $3.54. 

iut  at  least  the  investor  got  some 

.trong  earning  power.  The  P/E  was 

■nly  12.5. 

I  Westchester  Financial  Services, 
number  7  among  the  winners,  is  a 
.avings  bank  that  went  public  in  a 
1 984  conversion  from  mutual  owner- 
.hip.  Westchester  Financial  had  no 
iieaningful  price/earnings  ratio  be- 
cause a  writeoff  put  it  in  the  red.  But 
.here  was  no  dilution.  Quite  the  con- 
trary: Westchester's  investors  paid 
19.38  to  get  a  share  with  $15.62  in 
jOok  value. 

{  Contrast  those  winners  with 
Worlds  of  Wonder.  This  talking-bear 

mi  came  out  in  June  of   1986  at 

1 18  a  share,  with  a  P/E  of  42  and  a 

.ilution  of  81%.   Recent  price:   $1. 

/ictor    Technologies,     a     computer 

lanufacturer  offered  by  L.F.  Roth- 

,:hild  in  1983  at  $17.50,  is  now  val- 

j  ed  in  our  database,  charitably,  at  2 

.snts.  Another  loser  was  the  now- 

:andal-ridden      Wedtech      of      the 

ironx,    from    underwriter    Moseley 

Securities  in  1983. 

,  Several  losers  were  themselves  un- 

Jerwriters.    Among    them   was    L.F. 

lOthschild,    which   went   public   in 

i986  at  $20.50  and  was  acquired  by 

;ranklin    Savings    Association    this 

^ar  at  $2.10.  Then  there  was  Roo- 

[ley,  Pace,  a  stock  jobber  that  raised 

(18  million  for  itself  in  1983  at  $8  a 

pare.  Before  Rooney,  Pace  collapsed, 

;  iping  out  common  shareholders,  it 

rought  the  world  ZZZZ  Best,  a  Los 

ngeles    carpet    cleaning    company. 

ZZZ's    briefly    celebrated    20-year- 

d  chairman,  Barry  Minkow,  as  it 
lirns  out,  cleaned  out  his  sharehold- 
Is  and  creditors. 


How  the  investment  banks  performed 

Investment  banks  with  at  least  10  issues  brought  to  market  between 
1/1/82  and  4/29/88  are  ranked  by  the  percentage  of  their  IPOs  that 
outperformed  the  market.  We  include  only  issues  of  at  least  $5  million. 

Rank 

Underwriter 

Number 

of 

issues 

Percentage  of  issues 

that 
beat  the 
market         went  up 

Average  perfi 
relative  to 
market* 

irmance 
actual 

Best 

l 

Morgan  Stanley 

56 

61% 

63% 

15.5% 

45.3% 

2 

Self 

85 

59 

60 

5.5 

17.4 

3 

First  Albany 

11 

55 

55 

2.9 

37.6 

4 

Butcher  &  Singer 

13 

54 

31 

-12.2 

5.4 

5 

Interstate  Securities 

16 

50 

50 

-7.4 

2.7 

6 

Chicago  Corp 

12 

50 

42 

-0.9 

34.3 

7 

PaineWebber 

83 

48 

55 

4.4 

31.4 

8 

Moseley  Securities} 

23 

48 

48 

0.0 

20.2 

9 

|C  Bradford 

17 

47 

47 

9.9 

54.2 

10 

First  Boston 

56 

46 

50 

4.3 

35.3 

Worst 

60 

Rauscher  Pierce  Refsnes 

14 

7 

21 

-35.0 

-14.2 

59 

Rotan  Moslet 

11 

9 

9 

-52.8 

-41.2 

58 

Bateman  Eichler 

11 

9 

36 

-45.2 

-22.9 

57 

Rooney,  Pacet 

15 

13 

20 

-57.5 

-41.9 

56 

Hambrecht  &  Quist 

73 

18 

33 

-34.9 

-6.1 

55 

Prescott  Ball  &  Turben 

16 

19 

38 

-34.9 

-11.9 

54 

Ohio  Co 

10 

20 

10 

-38.8 

-27.1 

53 

Tucker  Anthony  &  RL  Day      20 

20 

35 

-18.2 

-9.3 

52 

Janney  Montgomery  Scott        10 

20 

40 

-29.0 

-3.9 

51 

Dain  Bosworth 

24 

21 

29 

-28.3 

-6.6 

*The  percentage  by  which  the  ending  value  of  S100  invested  in  the  stock  exceec 
invested  in  the  market      tSubsidiary  of  PaineWebber     tChapter  11 

s  the  ending  value  of  $100 

Whence  come  the  best  new  issues? 
In  the  table  above,  we  rank  the  invest- 
ment bankers  by  the  percentage  of 
their  stocks  that  outperformed  the 
S&P  500. 

Number  one  is  Morgan  Stanley, 
the  once  stodgy  investment  banking 
firm  that  of  late  has  been  leaving 
mighty  houses  like  Salomon  Broth- 
ers in  the  dust  in  terms  of  efficien- 
cy, deals  and  earnings  potential.  Al- 
most 61%  of  the  56  companies  it 
brought  public  outperformed  the 
S&P  500.  Among  its  stars:  Jefferson 
Smurfit,  in  paper  and  packaging,  up 
385%;  3-COM,  communications,  up 
231%;  and  Acuson,  medical  imag- 
ing, up  225%. 

Self  underwritings,  issues  that  were 
brought  public  by  the  issuers  them- 
selves, outperformed  every  invest- 
ment   banking    house    but    Morgan 


Stanley.  Surprising?  Only  until  you 
realize  that  a  good  number  of  these 
self  underwriting?:  were  savings  and 
loans  converting  from  mutual  owner- 
ship. In  many  cases  they  gave  their 
depositors  first  crack  at  the  stock  in 
the  conversion,  so  the  numbers  we 
compute  for  overall  new-issue  perfor- 
mance are,  if  anything,  slightly  too 
kind  to  the  new-issue  market. 

As  in  previous  surveys,  we  found 
that  some  of  the  best  new-issue  prod- 
uct comes  from  regional  firms.  Per- 
haps keeping  close  to  your  suppliers  is 
an  advantage  in  this  business.  Five  of 
the  top  10  underwriters  are  small,  re- 
gional firms  (see  table,  above).  Buying 
from  an  underwriter  with  a  good  per- 
formance record  is  no  guarantee  of 
success,  but  it  surely  beats  buying 
from  an  underwriter  with  a  terrible 
record. 
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The  biggest 

underwriters 

tirson  and  the  brokers  it  has  acquired 
offerings  since  January  1982.  Below,  the  10 

have  managed  288 
largest  underwriters. 

initial 

Rank 

Underwriter 

Number 

of 

issues 

Percentage  of  issues 

that 
beat  the 
market         went  up 

Average  performance 
relative  to 
market*          actual 

1 

Sheurson  Lehman  Hutton 

115 

42% 

51% 

-3.9% 

21.4% 

EF  Hutton 

95 

39 

S3 

0.8 

46.6 

Robinson-Humphrey 

45 

33 

44 

-14.3 

5.6 

Lehman  Bros  Kuhn  Loeb 

31 

29 

55 

-16.1 

41.6 

Foster  Marshall-Am  Exp 

2 

so 

50 

-6.7 

81.3 

2 

Merrill  Lynch 

180 

43 

49 

-7.6 

16.2 

Becker  Panbas 

27 

26 

52 

-30.2 

27.7 

3 

Alex  Brown  &  Sons 

140 

43 

45 

-7.7 

12.6 

4 

Drexel  Burnham  Lambert 

137 

37 

42 

-12.6 

3.4 

5 

Kidder,  Peabody 

87 

37 

43 

-10.8 

16.6 

6 

PaineWebber 

83 

48 

55 

4.4 

31.4 

Rotan  Mosle 

11 

9 

9 

-52.8 

-41.2 

7 

LF  Rothschild 

82 

2K 

35 

-19.8 

14.9 

8 

Goldman,  Sachs 

80 

W 

49 

2.4 

23.0 

9 

Prudential-Bache 

80 

13 

33 

-28.3 

-5.5 

10 

Dean  Witter  Reynolds 

76 

38 

50 

-7.1 

33.6 

More  important  is  the  homeworl 
you  do  in  comparing  a  new  issue  ti 
established  issues  in  its  industry 
Analysis  is  always  key  to  success  ii 
investing,  but  that  goes  double  fo 
new  issues.  The  reason  is  that  th 
market  for  established  companies  i 
rendered  at  least  fairly  rational,  if  no 
perfectly  efficient,  by  the  constan 
buying  and  selling  by  institutions,  as 
tute  individuals  and  professiona 
short-sellers.  Ford  Motor  could  gc 
way  up  or  down  from  its  recent  prici 
of  $49,  but  chances  are  that  an  intelli 
gent  appraisal  of  its  prospects  woulc 
not  find  the  company  worth  only  hal 
that  $49. 

The  same  cannot  be  said  for  a  new 
issue,  which  can  be  peddled  to  naivi 
investors  for  several  times  its  intrin 
sic  value  if  the  brokers  work  th< 
telephones  hard  enough.  If  you're  no 
prepared  to  spend  several  hours  witl 
the  prospectus  for  a  new  issue,  o^ 
you  don't  have  a  good  feel  for  how  t 
compare  a  company's  fundamental 
with  those  of  its  competitors,  don' 
buy.  ■ 


The  best  performers 


Below,  the  15  best-performing  new  issues  from  1/1/82    not  counted  issues  that  were  offered  below  $1  or  that 
through  4/29/88,  based  on  actual  performance.  We  have    raised  less  than  $5  million. 


Company  business 


Offer 

Offer' 

Recent 

value 

Offer 

price 

price 

(Smil) 

date 

-%  gain- 


actual 


relative  to 
market*      Underwriter 


King  World  Productions  tilm  dist 


SI  67 


IV     : 


$12.5 


12'5/84 


1,055% 


616%     PaineWebber 


Washington  Federal/savings  &  loan 


2.88 


25 


11.1 


11/9/82 


856 


423        EF  Hutton 


AL  Williams  Corp/insurance  lite 


1  60 


14   - 


8.9 


7/7/82 


783 


262        Self 


Autodesk  computer  software 


3.67 


15.4 


6  28  85 


670 


466        LF  Rothschild 


Juno  Lighting  lighting  fixtures 


3.19 


s    I 


547 


307        William  Blatr 


Adobe  Systems  compute*  software 


5  50 


35 


8/13/86 


536 


498        Hambrecht  &.  Quist 


Westchester  Financial2  savings  bank 


53 


15  0 


M2/M 


465 


138         First  Bos;  Shearson; 
Thomson  McKinnon 


Dress  Barn  apparel  stores 


2.00 


W/2 


23 


5/4/83 


444 


240        Lehman,  Kuhn  Loeb 


Total  System  Services/bank  card  process  <  *  J 


18 


7.5 


8/10/83 


440 


234        IC  Bradford 


Home  Owners  Svg)  &.  Loan  lavmga  fit  loan       2  96 


423 


203 


Bear,  Stearns 


Par  Pharir.aceutical/iiniKs  generic 

3  33 

I7'. 

fU 

12/2/83 

421 

230 

Ladenburg  Thalman 

"<\icn,"           nputeri 

10.50 

54  ■: 

58.7 

3/13/86 

419 

363 

Goldman,  Alex  Brown 

purer  products 

2.88 

14  i 

5.7 

5/17/86 

404 

349 

Laidlaw  Adams  &  Peck 

■            lgs&  loan 

73h 

36'. 

5  0 

7/3/84 

398 

193 

Pru-Bache;  Burgess  &  Leith 

\  stems 


460 


14  S 


4  26  S4 


394 


203        Hambrecht  &  Quist 


.  sted  in  thestock  exceeds  the  ending  value  ol  HO0  invested  in  the  market      'Per  common  share:  adjusted 


■■  quired  b\  suttn-ld  Finaix  ial 


Sources  Fames,  IDD  Information  Services,  WilsJwv 
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Special  Situations 


tellers  of  cash  value  life  insurance  have 
nade  comparison  shopping  difficult.  But 
here  are  ways  to  improve  your  odds. 


Investing  in  life 


By  Glenn  Daily 


||y  ou're  shopping  for  a  mort- 

W  gage.    "I'll    pay    11%    the    first 

A  year,"  you  tell  the  loan  officer. 

That's  a  lot  better  than  you're  get- 

ng  from  any  of  your  other  custo- 

ers."   The   man   behind    the   desk 

niles.  But  what  about  the  next  29 

i:ars?  he  wants  to  know. 

"Oh,  don't  worry  about  that,"  you 

I  enn  Daily  is  an  insurance  analyst  at  Seid- 
jzw  Financial  Services,  a  fee-only  financial 
j  inning  J inn  in  Xew  York  City. 

Jean  Franc  us  Allau\ 


tell  him.  "The  actual  rate  will  depend 
on  how  well  my  investments  do.  But  I 
guarantee  I'll  pay  at  least  4%." 

At  this  point,  in  all  likelihood,  the 
bank  throws  you  out  on  the  sidewalk. 
Why  should  a  lender  commit  to  a  30- 
year  investment  when  the  returns  are 
largely  subject  to  the  borrower's 
whim?  But  just  this  sort  of  thing  goes 
on  all  the  time  in  the  world  of  cash 
value  life  insurance,  where  people 
routinely  invest  thousands  of  dollars 
on  the  basis  of  an  agent's  sales  pitch 
and  a  two-page  printout  of  hypotheti- 
cal returns,  called  an  "illustration." 

A  cash  value  policy,  like  whole  life, 
incorporates  investment  along  with 
pure  death  protection.  Pure  death  pro- 
tection, also  known  as  term  insur- 
ance, is  not  inherently  complicated. 
Neither  is  a  fixed-income  investment: 
A  borrower — be  it  a  bank,  a  corpora- 
tion or  the  U.S.  Treasury — commits 
in  advance  to  a  certain  interest  rate 
for  the  life  of  the  loan.  Combine  term 
insurance  with  investing,  however, 
and  you  get  a  complicated  product  for 
which  comparison  shopping  is  any- 
thing but  easy. 

Cash  value  policies  are  those  with 
premiums  considerably  beyond  what 
the  insurance  company  needs  to  pay 
death  claims.  The  excess,  minus  an 
assortment  of  fees  and  charges,  goes 
into  an  investment  pool.  That  pot  of 
money  on  the  side  will  someday  be 
used  for  the  policyholder's  benefit:  ei- 
ther to  keep  premiums  low  in  later 
years  (when  the  risk  of  death  is  much 
higher)  or  to  be  paid  in  a  lump  sum  on 
surrender  of  the  policy. 

Suppose  you  are  a  35-year-old,  non- 
smoking female  paying  $2,250  a  year 
for  a  $250,000  whole  life  policy.  Your 


chance  of  dying  in  the  fifth  year  might 
be  0.1%,  so  the  pure  death  protection 
is  worth  0.1%  times  $250,000,  or 
$250.  That  leaves  the  balance  of  the 
premium,  $2,000,  available  for  invest- 
ment— after,  of  course,  selling  com- 
missions, overhead  and  profit  for  the 
insurance  company. 

Will  a  cash  value  policy  give  you 
good  value  for  your  money?  The  an- 
swer to  this  question  must  be  based 
on  several  factors.  One  is  the  seller's 
mortality  experience.  If  fellow  policy- 
holders die  young,  your  cash  value 
won't  build  as  rapidly  as  you  expect- 
ed. Other  variables  are  more  subject 
to  the  insurance  company's  control — 
namely,  fees  and  charges.  In  short, 
there  is  nothing  to  stop  the  insurer 
from  earning  10%  on  its  bonds  but 
crediting  you  with  6% . 

Here  are  a  few  of  the  obstacles  that 
you'll  face  as  you  try  to  decide  wheth- 
er a  policy  is  a  good  investment: 
•  Policy  illustrations  (projections  of 
future  cash  values  and  death  benefits) 
cannot  be  relied  on  as  a  measure  of 
relative  value.  Why?  Because  these 
illustrations  are  based  on  assump- 
tions, and  some  assumptions  are 
more  reasonable  than  others.  You  can 
also  be  misled  if  one  company  is  pro- 
jecting future  improvements  in  mor- 
tality and  the  other  isn't. 

Also,  some  companies  have  come 
up  with  clever  ways  to  make  their 


Variable  life  versus  term 


"Buy  term  and  invest  the  differ- 
ence" is  the  slogan  of  insurance 
critics  who  argue  that  cash-value 
life  insurance  is  a  poor  buy.  They're 
right — for  investors  likely  to  cash 
out  a  policy  in  the  early  years.  This 
table  shows  effective  aftertax  re- 
turns on  the  investment  portion  of 
an  Equitable  variable  life  policy. 


Average  annual  aftertax  return1 
after  with  with 

policy  8%  gross  12%  gross 

year  return  return 


-31.7% 


-28.1% 


2.5 


6.1 


10 


5.3 


8.6 


20 


5.7 


9.3 


Mutual  fund2 


4.9 


7.7 


'Effective  Investment  return  on  Incentive  Life 
polio  issued  to  a  male,  age  -t0.  nonsmoker,  with 
$3,000  annual  premium.  $200,000  death  benefit 
and  20%  effective  tax  rate  upon  surrender,  when 
comparison  is  with  term  polio  from  I'SAA  "Af- 
tertax return  on  mutual  fund  with  same  gross 
return.  1",  expense  ratio  and  30%  tax  rate  paid 
current  Iv 
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n  Excellence. 


Tumi  luggage  achieves  design  excellence.  With  innovative  ideas  that  are 
bold,  ^t  subtle.  Timeless,  not  trendy.  A  rare  blend  of  style  and  function, 
coup^  with  the  finest  materials  and  craftsmanship.  Like  dramatic  black- 
on-brack  styling,  extra  roomy  compartments  for  additional  packing,  and 
our  trademark  U-Zip  pocket  openings  for  easy  access  .  .  .  ingenious 
design  features  that  set  Tumi  apart! 

Available  in  luxurious  napa  leather  or  rugged  ballistic  nylon. 
Call  toll  free  1-800-322-TUMI  for  the  dealer  nearest  you.  In 
New  Jersey,  call  collect  1  -201  -271-9500. 


RJIVIJ 

ixcellence  by  Design. 


The  Rio  Grande 
Cutthroat  Trout 
are  biting 
at  Forbes 
Magazine's 
400-square-mile 
Trinchera  Ranch 
in  the  Colorado 
^ckies-and 
Invited  to 
luck. 


\.>*b« 


One  of  the  rarest  sporting 
hsh  in  the  U.S.,  the  Rio 
( irande  Cutthroat  Trout, 
.is  well  as  the  Yellowstone 
Cutthroat,  Rainbow  and  Brook 
1  touts  .ue  all  native  to  our 
Streams  and  waiting  tor  dedi- 
cated and  amateur  anglers  to 
hook-up  with  'em  at  the  horbes 
I  nnehera  in  Southern  Colorado. 

For  lull  details  on  how  you  can 
spend  a  lew  spectacular  days 
(maybe  bring  a  favorite  client') 
in  this  magnificent  setting,  call: 
Fishing  Manager 

Forbes  Trinchera 


Ranch 


Fort  Garland,  CO  81 133 
'19/379-3263 


illustrations  look  better.  United  Pre: 
idential,  a  Kokomo,  Ind.-based  insu 
er,  refunds  all  of  the  mortality  charge 
on  its  universal  life  product  after  1 
and  20  years.  By  coincidence,  thes 
are  the  same  periods  that  are  con 
monly  used  by  A.M.  Best  and  oth( 
companies  for  ranking  policies.  Nc 
surprisingly,  United  Presidential 
product  appears  at  the  top  of  the  list 

Other  companies  improve  their  at,  j 
pearance  by  offering  bonus  intere; 
credits  that  won't  be  paid  for  years.  C 
course,  you'll  receive  these  goodie, 
only  if  you  keep  the  policy  in  forct: 
But  if  every  policyholder  sta 
around,  the  company  may  have  to  i 
crease  charges  or  lower  interest  crec 
its  in  order  to  pay  for  the  "bonuses.' 

Ideally,  you  should  throw  away  ai 
of  the  current  illustrations  and  cor 
centrate  on  the  factors  that  will  acti 
ally  determine  performance:  invesj 
ment  return,  expenses,  mortality  e: 
perience,  renewal  rates,  and  corpora 
taxes  and  profit  objectives.  A  produi 
that  scores  well  in  these  areas  will 
a  good  value.  Unfortunately,  this 
formation  is  likely  to  be  proprie 
and  won't  be  easy  to  interpret  even 
you  can  get  it. 

•  By  its  very  nature,  life  insuranc 
offers  endless  opportunities  to  pla 
with  numbers.  One  common  tech 
niquc  is  to  show  prospects  the  "rate  ( 
return  on  death."  Say  you  put  $10,00 
into  a  $100,000  universal  life  policy. . 
you  die  a  year  from  now,  the  "rate  c 
return"  is  900% .  Even  after  20  years- 
the  length  of  many  illustrations — th 
"rate  of  return"  is  12.2%.  To  be  fai; 
the  agent  should  show  you  the  result 
for  every  year  until  the  policy  m. 
tures,  usually  age  95  or  100.  But  eve 
this  won't  tell  you  anything,  becaus 
the  "rates  of  return"  apply  to  differen 
holding  periods.  If  you  wanted  t 
know  whether  or  not  people  can  mak 
money  on  average  by  buying  life  lr 
surance,  you  would  have  to  take  int 
account  the  probabilities  of  death  an 
surrender  each  year,  and  you'd  need 
computer. 

•  Most  people  overestimate  the  valu 
of  tax  deferral  in  insurance  product; 
So  transfixed  are  investors  with  th 
idea  of  beating  the  tax  collector  tha 
they  let  themselves  get  beaten  o 
overhead  and  sales  loads.  Considc 
variable  life,  in  which  a  portion  of  th 
premium  (roughly  speaking,  th 
$2,000  paid  by  our  hypothetical  35 
year-old,  minus  various  charges)  goe 
into  a  pot  akin  to  a  mutual  fund.  Th 
customer  picks  the  pot — it  could  b 
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jrowth  stocks,  or  zero  coupon  Trea- 
;urys,  or  Ginnie  Maes — and  then  lives 
mih  the  consequences. 

Now,  buying  a  growth  stock  fund 

/ia  an  insurance  policy  has  its  tax 

ldvantage.  You  don't  have  to  pay  tax 

hi  gains  until  you  cash  in  the  policy. 

Jut  just  how  wonderful  is  that  bene- 

it?  One  way  to  find  out  is  to  examine 

he  alternative  of  buying  term  insur- 

'ince  and  investing  in  no-load  mutual 

:  unds.  As  the  table  on  page  293  shows, 

t  takes  between  five  and  ten  years 

:  before  you're  better  off  with  a  variable 

■  ife  policy,  and  this  assumes  that  you 
oay  tax  on  all  of  the  mutual  fund  gains 
::ach  year.  In  the  early  years,  policy 

oads  simply  eat  up  tax  benefits. 

» Most  people  overestimate  how  long 

■  hey  will  keep  a  policy  in  force,  so 
ihey  pay  too  much  attention  to  pre- 
lected long-term  values  and  too  little 

Transfixed  with  the  idea  of 
seating  the  tax  collector, 
nvestors  let  themselves 
jet  beaten  on  overhead  and 
telling  commissions. 

0  what  they'll  have  during  the  early 
•'ears.  In  the  internal  projections  they 
Use  to  design  universal  life  products, 
iompanies  typically  plan  on  a  lapse 
■ate  (failure  to  renew)  of  over  10%  in 
ihe  first  year  and  at  least  5%  there- 
:  fter.  If  these  guesses  are  right,  almost 
lialf  the  policies  sold  today  will  not  be 
ID  force  ten  years  from  now. 

1  You'll  never  know  if  you  made  the 
ight  choice,  because  there  are  no  pub- 
!ished  historical  results  for  most  prod- 
ucts. Years  from  now,  you'll  know  the 

ash  value  and  death  benefit  of  the 

i  olicy  that  you  bought,  but  you  won't 

e  able  to  figure  out  what  you  would 

ave  had  if  you  had  bought  something 

Use.  This  is  very  convenient  for  the 

alesmen  of  weaker  products. 

■  Despite  the  difficulties  of  compar- 

:  lg  products,  cash  value  life  insurance 

an  be  an  attractive  alternative  to 

uying  term  and  investing  separately. 

"he  best  way  to  increase  your  chances 

f  picking  a  competitive  product  is  to 

I  tart  your  search  with  the  handful  of 

pw-load  products  that  are  currently 

;vailable.  Low-load  products  pay  no 

lommission  and  typically  have  no 

urrender  charges. 

1  It's  a  good  idea  to  begin  here  even  if 
jou  end  up  buying  a  load  product. 
|  hat's  because  some  load  companies 
ave  designed  their  products  to  give 
I  gents  a  tradeoff  between  commis- 
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Whether  you're 
waiting  to  get  into 

the  market  again— 

or  out  of  it— 

you  should  get  this  first. 


What's  the 
most  important 
factor  to  consider— besides  the 
risk  and  the  return— before  you 
make  any  investment  decision? 

What  role  should  "market  tim- 
ing" play  in  your  decisions  to  get 
into  or  out  of  the  market? 

What  investment  strategies 
can  help  you  hedge  against  future 
market  uncertainties? 

You'll  find  the  answers  in 
Vanguard's  informative  new  book- 
let, "How  To  Be  Your  Own  Invest- 
ment Manager." 

Discover  why  short-term  risk 
can  sometimes  yield  the  best  real 
long-term  gain . . .  how  the  return 
from  stocks  and  bonds  compares 
(the  figures  may  surprise  you)— 
and  why  both  should  be  part  of  any 
balanced  investment  plan. 

Call  for  your  free  booklet 
today— or  fill  out  the  coupon  at 
right— and  see  how  Vanguard's 
commonsense  principles  of 


intelligent  investing  can  help 
you  be  your  own  investment 
manager. 

Call  1-800-662-SHIP 

any  hour,  any  day  for 
your  free  Vanguard  booklet. 

IN  PHILADELPHIA  visit  our  Invest- 
ment Center  at  1528  Walnut  St. 

i 1 

Please  send  me  your  free  booklet, 

"How  To  Be  Your  Own  Investment 

Manager." 

The  Vanguard  Group 
Investor  Information  Department 

Vanguard  Financial  Center 
Valley  Forge,  Pennsylvania  19482 

Name 


Address . 
City 


State. 


Phone  ( L 


_Zip 

(        ) 


(Day) 

FB-A8-179 


(Evening) 
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Special  Situations 
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sions  and  policy  values.  When  the 
agent  is  up  against  tough  competi- 
tion, he  can  put  together  an  attractive 
proposal  with  higher  cash  values  for 
you  and  a  lower  commission  for  him. 
The  way  to  win  in  this  game  is  to  arm 
yourself  beforehand  with  an  illustra- 
tion from  a  low-load  company. 

It  typically  costs  an  insurance  com- 
pany more  than  100%  of  the  first-year 
premium  to  get  a  commissionable 
product  on  its  books,  versus  30%  to 
50%  for  a  low-load  product.  This  dif- 
ference is  directly  reflected  in  the  pol- 
icy's cash  values.  According  to  Rich- 
ard Vautravers,  a  former  chief  actuary 
of  Bankers  Life  Nebraska  and  now 
president  of  its  marketing  affiliate,  a 
$250,000  low-load  product  with  a 
$3,750  annual  premium  could  have 
an  extra  $25,000  in  cash  value  after  20 


years,  assuming  identical  pricing  as- 
sumptions for  everything  except  ex- 
penses. To  provide  the  same  cash  val- 
ue in  this  example,  a  load  company 
would  have  to  earn  an  additional 
1.4%  return  on  its  portfolio  each  year. 

And  what  if  "all  other  things"  are 
not  equal?  If  the  load  company  has 
mortality  experience  that  is  20%  bet- 
ter— roughly,  the  difference  between 
the  median  and  the  top  10%  of  insur- 
ance companies — it  would  still  have 
to  beat  the  low-load  company  by 
1.1%.  Fewer  than  5%  of  pension  fund 
bond  managers  in  the  SEI  Funds  Eval- 
uation Services  database  have  outper- 
formed the  median  manager  by  this 
amount  over  the  last  15  years. 

In  short,  a  company  with  average 
mortality  experience  and  average  in- 
vestment returns  can  put  together  a 


low-load  product  that  can  compete 
with  the  commissionable  products  is 
sued  by  even  the  best-managed  com- 
panies. That's  how  important  ex- 
penses are. 

Some  companies  offering  low-load 
products:  American  Life  of  New  York, 
(212-581-1200),  Bankers  Life  Nebras 
ka    (800-255-9678),    Essex    (201-325-ij 
3655),  Lincoln  Benefit  (800-525-9287 
and  USAA  (800-531-8000).  Note:  Not 
all  are  available  in  all  states. 
•  As  a  last  resort,  buy  term  insurance 
and  wait  for  the  fog  to  lift.  You  ma> 
not  have  to  wait  too  long.  As  financial 
planners  become  less  tolerant  of  su1 
perficial  answers  to  legitimate  ques 
tions,  a  few  insurance  companies  may 
decide  to  compete  on  disclosure  a? 
well  as  price.  And  that  will  benefit  ali  | 
insurance  buyers.  ■ 


Do  you  stock  up  on  subway  tokens  ahead 
of  a  fare  hike?  Do  you  attend  shareholder 
meetings  for  the  free  buffet?  Read  this. 

Low  rent 
investment  tricks 


By  Jonathan  Clements 


T|m  efficient  market  theorists 
would  have  you  believe  it's  im- 
possible to  beat  the  market  con- 
sistently and  that  people  who  do 
come  out  ahead  arc  just  lucky.  A  book 
could  be  written  about  why  that  the- 
ory is  wrong,  but  here  we  list  a  hand- 
ful of  apparent  counterexamples. 

k purchase  discounts  Some  com- 
panies permit  holders  to  reinvest  divi- 
dends in  more  .stock,  at  a  3%  or  5% 
•in, i     \  tow  of  them  also  permit 
its  to  buy  additional  stock 
at  a  discount.  Obvious, 
.  i   bush-league,   arbitrage 
the  additional  shares  and 
sell  in  the  open  market. 
!    New    Jersey    water 
I.    even   with   one 
ti    S3, 000  worth  of 
i  i1  quarter  at  a  5% 
a  i    one    guy    who 


wanted  to  open  100  one-share  ac- 
counts," recalls  John  Kerr,  E'town's 
chief  financial  officer.  "I  don't  know 
how  he  expected  to  keep  track  of  all 
the  paperwork." 

A  more  complete  listing  of  rein- 
vestment discounts  can  be  found  in 
the  Diret  tory  of  Companies  ( )fferingDiv- 
idend Reinvestment  Plans,  published  by 
Evergreen  Enterprises  of  Laurel,  Md. 
•  Spoilsport  recapitalization  plays  In  the 
recent  bailout  of  First  City  Bancorp,  of 
Texas,  the  new  management  gave 
bondholders  an  ultimatum:  Either 
90%  of  four  of  the  company's  bond 
issues  would  have  to  be  turned  in  for 
35  cents  and  45  cents  on  the  dollar  or 
the  company  would  head  for  bank- 
ruptcy court,  where  bondholders 
might  get  next  to  nothing.  Large 
bondholders  capitulated.  Some  small 
ones  held  out  and  now  have  debt  in  a 
recapitalized  bank  that  may  someday 
pay  off  the  bonds  at  par.  First  City 


13 'As  due  September  1992,  trading  ail 
45  back  in  April,  are  now  worth  98  VA 

•  Flower  bonds.   Certain  low-couporl 
discounted   Treasury   bonds   can  be 
handed  in  at  face  value  in  payment  oia 
federal  estate  taxes  if  the  decedent! 
owns  them  at  death.   The  3s  of    \\ 
1995,  for  example,  trade  at  93  but 
would  be  worth 
100  in  an  estate. 
It's   not    uncom- 
mon for  a  family 
member    to    ar- 
range a  purchase 
on       behalf      of 
someone  on  his 

deathbed.  Illuxr.it..  >n*  h\  Kiirick  McDomd 

•  Freebies  Alas,  the  Dundee  Cremato 
num  in  Scotland  has  discontinued  its, 
practice  of  giving  shareholders  a  fret 
cremation.  But  Wngley  still  mails  oui 

100  sticks  of  gum 

|  minimum  retail  val 

ue  $5,  to  each  share 

holder,    even    those 

with  only  one  share 

Including    the    64 

cent  cash  dividend 

the  annual  yield  or 

one     share     (recem 

.     close,  37)  would  bt 

15.2%. 

A  single  share  of  CSX,  which  cur 

rently  trades  at  27,  is  good  for  a  $12C 

discount  on  special  four-night  pack 

ages  at  the  Greenbrier,  the  plush  Wesi 

Virginia  mountain  resort  hotel.  Addi 

tional  corporate  giveaways  are  listec 

in  "Shareholder  Freebies,"  a  bookie' 

available  from  New  York  City's  But 

tonwood  Press  for  $7.95.   But   wh) 

waste  $8?  Use  the  library. 
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Special  Situations 


Everyone  dreams  of  making  a  killing,  and 
mts  and  calls  and  futures  seem  to  promise 
rig  gains.  Look  closer  and  you  find  these 
lerivative  instruments  are  heavily  stacked 
igainst  the  ordinary  investor. 

\  Heads  you  lose, 
tails  you  lose 


DERIVATIVE  INSTRUMENTS. 

iThat's  a  fancy  name  for  the 
whole  range  of  speculations 
lat  include  put-and-call  options, 
ock  index  futures  and  interest  rate 
id  commodity  futures.  They  are 
died  derivative  because  they  are  not 
:curities  but  derive  their  value  from 
langes  in  the  value  of  securities.  In 
iemselves  they  have  no  value,  in- 
ead  deriving  whatever  worth  they 
ive  from  fluctuations  in  the  prices  of 
le  underlying  stocks,  bonds  and 
immodities. 

For  the  typical  investor  our  best 

Ivice  is:   Don't.   There  is  nothing 

rong  with  speculation;  it  keeps  the 

arkets   turning.   But   this   kind  of 

ieculation  is  heavily  stacked  against 

;1  but  the  most  proficient  pros. 

!  Take  put-and-call  options,  by  far 

l.e  oldest  financial  derivative  instru- 

ent.  Puts  are  options  giving  you  the 

?ht  for  a  limited  time  to  sell  a  stock 

a  specified  price.  Calls  are  options 

ving  you  the  right  to  buy  a  stock  at  a 

ecified  price.  Puts  are  for  when  you 

ink  a  stock  will  go  down,  and  calls 

e  for  when  you  think  that  a  stock 

ill  go  up. 

Both  puts  and  calls  are  highly  lever- 
ed. Say  a  stock  sells  for  $50.  You 
ink  it  will  go  up  soon.  For  $5  a  share 
•u  buy  a  call  option  good  for  six 
onths  giving  you  the  right  to  buy 
e  stock  at  $50  any  time  in  the  next 
<i  months.  If  the  stock  goes  to  $60 
•u  double  your  money.  If  it  stays  at 
0  you  lose  it  all. 

Puts  are  the  same  thing  in  reverse, 
nir  option  is  to  sell.  If  the  stock  goes 
'Wn  during  the  life  of  the  option — be 
30  days  or  six  months — you  can 
quire  the  person  who  wrote  the  op- 


_ 


tion  to  buy  the  stock  at  the  higher 
price.  You  then  buy  the  stock  at  the 
new  cheaper  price  and  sell  it  to  him  at 
the  higher  price  specified  on  the  op- 
tion. If  the  stock  goes  up  instead  of 
down,  you  lose  your  option  price. 
Your  option  becomes  worthless.  Let's 
again  say  you  pay  $5  for  a  six-month 
option  to  put  a  stock  at  $50.  If  the 
stock  drops  to  $40  while  the  option  is 
still  good,  you  double  your  money.  If 
it  stays  at  $50,  you  lose  it  all. 

Always  keep  this  in  mind:  With  an 
option  you  not  only  need  to  be  right, 
you  also  need  to  be  right  within  a 
limited  time.  If  your  option  is  for  six 


dE[Pw] 

:  iii.'  i.iiii 
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months  and  the  expected  action  takes 
seven  months,  you  are  out  of  luck. 

Are  put  options  safer  than  selling 
short?  With  options  you  do  limit  your 
potential  loss  to  the  price  of  the  op- 
tion, whereas  if  a  short  position  goes 
against  you,  the  losses  can  mount  in- 
definitely. However,  it  takes  much 
more  of  a  move  to  make  a  put  option 
profitable.  If  that  $50  stock  drops  to 
$45  you  make  a  nice  gain  on  a  short 
position,  but  with  the  put  option  you 
merely  break  even. 

Good  fun  for  gamblers,  but  some- 
one has  to  pay  to  keep  the  casino 
lights  burning.  Options  are  a  negative 
sum  game.  Losers  lose  slightly  more 
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than  winners  win.  The  difference 
keeps  the  broker's  kids  in  college  and 
pays  for  all  those  computers  that  flag 
pricing  imperfections  and  arbitrage 
them  away. 

Might  puts  and  calls  ever  make 
sense  for  the  individual  investor?  If 
you  have  inside  information  and  are 
willing  to  risk  going  to  jail  for  acting 
on  it,  an  option  is  a  great  way  to  get  a 
lot  of  mileage  out  of  a  small  trade. 
There  are  honest  uses,  too,  but  they 
are  not  common.  Here  is  one:  You  are 
nearing  retirement  and  have  most  of 
your  wealth  tied  up  in  a  company 
thrift  plan  that  owns  just  one  stock, 
that  of  your  employer.  Purchasing 
puts  is  a  way  to  insure  against  a  cata- 
strophic loss  between  now  and  when 
you  can  cash  out  and  diversify.  You 
may  pay  slightly  more  for  the  insur- 
ance than  it  is  mathematically  worth, 
but  you  accept  that  as  a  cost  of  gain- 
ing some  peace  of  mind. 

If  you  do  want  to  deal  in  options  for 
either  a  hedge  or  a  gamble,  study  up. 
The  Options  Manual  by  Gary  Gastineau 
(McGraw-Hill;  third  edition,  1988)  is 
probably  the  best  introductory  course 
on  the  subject.  For  everyday  investing 
purposes,  however,  you're  doing  well 
to  leave  puts  and  calls  to  the  pros. 
Why  subsidize  the  pros  with  your 
hard-earned  money? 

Options  are  an  old  game.  Interest 
rate  futures  are  more  recent.  These 
are  a  means  to  bet  on  or  hedge  against 
changes  in  interest  rates.  Again,  as  a 
form  of  speculation,  futures  are  best 
left  to  the  pros.  As  a  hedge,  they  may 
have  some  purpose.  Suppose  you  have 
$400,000  in  your  thrift  plan,  all  long- 
term  government  bonds,  and  would 
like  to  switch  for  several  months  into 
cash  because  of  concerns  about  inter- 
est rate  increases.  If  your  employer 
forbids  the  switch,  you  could  short 
several  Treasury  bond  futures  and  get 
the  same  effect.  Educate  yourself  be- 
fore trying  to  use  these  volatile  instru- 
ments. Hedging  with  Financial  Futures 
for  Institutional  Investors  by  Stephen 
Figlewski  (Ballinger,  1986)  is  thor- 
ough but  comprehensible  to  the  lay- 
man. Understanding  how  futures 
work  will  help  you  understand  how 
the  markets  work.  In  this  case  we 
recommend,  for  most  investors, 
knowing  but  not  doing. 

The  smart  investor  will  know 
something  about  these  derivative  in- 
struments but  will  use  them  sparing- 
ly. They  generate  huge  commissions 
for  brokers  and  provide  patsies  for  the 
pros.  Why  be  a  patsy?  ■ 
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Another 
Forbes  1988 


Informati 
Supplemet 


Global  Communications  and 
Computer  Strategies  for  the  90s 

Issue  Date:  September  19,  1988 
Ad  Closing:  July  25,  1988 


Take  advantage  of  this  latest  spe- 
cial marketing  opportunity  from 
Forbes  to  advertisers  of  informa- 
tion systems,  equipment,  services 
and  peripherals.  Be  sure  to  adver- 
tise in  this  upcoming  information 
supplement  -  at  ROP  rates  -  and 
support  your  selling  message  with 
compatible,  targeted  text.  Reach 
executives  who  are  prime  movers 
for  their  companies'  information 
systems  investments.  Also,  partici- 
pate in  the  reader  service  card  to 

meratc  maximum  response  to  your 


advertising  message.  Earn  other  ad- 
vertiser advantages  such  as  free  re- 
prints for  mailings  to  key  accounts 
and  prospects. 

Show  the  U.S.  major  business 
community  how  your  company's 
products  and  services  can  contrib- 
ute productively  and  profitably  to 
tomorrow's  worldwide  communi- 
cations challenges  today. 

For  more  information  call  your 
Forbes  sales  representative  or 
Arnold  J.  Prives,  (212)  620-2224. 


Forbes 

CapitalistTool 


* 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


iood  news  bears.  Bad  news  bulls.  With  more  than  half  of 
ill  investment  advisers  bearish,  it  was  no  surprise  that  the 
.tock  market  moved  higher.  The  activity,  however,  was 
ocused  on  large-capitalization  issues.  Over  the  last  two 
veeks  the  Dow  moved  up  4.8%  and  the  NYSE  gained 
i.7%.  Amex  and  Nasdaq  shares  were  up  2.5%  and  2.3%, 
espectively. 

Corporate  earnings  were  up  sharply  in  the  last  quarter. 
Vhile  the  Wilshire  index  of  nearly  5,700  securities  posted 


a  4.5%  gain  in  the  last  two  weeks,  its  P/E  based  on  latest 
12-month  earnings  fell  from  15.1  to  14.6.  The  unexpected 
strength  of  the  economy  in  the  first  three  months  of  the 
year  had  caused  worries  on  Wall  Street  about  a  resurgence 
of  inflation.  The  news  that  April  consumer  spending  was 
flat  helped  to  set  off  a  75-point  Dow  rally. 

These  are  the  times  that  try  common  sense — when 
strength  in  the  economy  is  cause  for  worry  and  flat  sales 
are  taken  as  reason  to  cheer. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
50O2 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.8 

2.6 

1.6 

2.2 

-1.1 

-13 

in  last  52  weeks 

-9.9 

-9.9 

-12.2 

-9.9 

-9.1 

-10.2 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

2.3 

0.3 

1.7 

1.8 

-0.2 

-0.7 

1.9 

1.0 

0.6 

1.4 

1.0 

-0.6 

in  last  52  weeks 

-4.2 

16.2 

14.8 

5.6 

-4.2 

-1.3 

0.0 

20.3 

14.4 

4.7 

-1.0 

13.1 

Vilshue  index  reflects  [ 
V  stock's  sensitivity  to  c 
owth  image,  determine 

>rice  performance.  It  diffe 
verall  market  movement 
■d  by  Wilshire  Associates 

rs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements 
High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 

of  equity  since  index  was 
more  stable.  4A  quantitat 

created.  2Based  on  sales, 
ve  evaluation  of  a  stock's 

ote:  All  data  for  periods  ending  6/02/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Short  .  ific.  The  technology  group  shows  an  18.3%  loss 
last  52  weeks.  Since  the  market  peaked  late  last 
August,  technology  stocks  are  off  more  than  27% .  Prior  to 
the  crash  many  technology  stocks  were  selling  at  outra- 
geous price-to-earnings  and  price-to-sales  ratios  (see  p. 
210).  Many  of  these  stocks  now  sell  well  below  their 
former  levels. 


Sector  results,  remember,  are  capitalization-weightec 
It's  the  big  companies'  performance  that  hurt.  IBM,  re 
cently  trading  at  112%,  was  going  for  172  when  th 
market  peaked  last  August.  With  more  than  597  millio: 
shares  outstanding,  the  34%  decline  in  IBM  remove 
more  than  $35  billion  in  market  value,  28%  of  the  tech 
nology  sector's  decline. 


Percent  change  in  last  52  weeks  O  O  Percent  change  in  last  2  weeks 
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.^+I.4^»W 

o                      \                ^ — •»* 

""    1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1   1   1   1   1   1   1   1   1   1   1 

'87 

SN 

I 1 1 II 1 1 1 1 

•87  '88 


Finance 

+  50 

^ 

'    ^^>^~ ' 

_25   1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1  1  1  1  1  1  1  1  1  1  1 

'87 

'88 

Transportation 

"<& 

•    v-> 

-25                                        V 

1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1  1  1  1 

•87 

HS 

Consumer  nondurables  and  servici 
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Raw  materials 


+  50 
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Utilities 


+  50 
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What  the  Analysts  Think 


Estimates  are  climbing  for  consumer  durables  and  energy,      tal  Petroleum  shows  the  biggest  percentage  change  amon] 
In  the  past  four  weeks  analysts  upped  1988  estimates  for      energy  stocks,  with  estimates  of  its  per-share  earning 
the  two  groups  by  7.9%  and  4.6%,  respectively.  Occiden-      rising  44%  in  the  past  four  weeks,  from  $1.04  to  $1.50. 


Forecasting  tbe  Forbes  Sates  500 

Performance 
period 

Average 
earnings  per 
share          P/E 

'  months 

Kite* 

tes 

$2.79          13.6 
3.56          10.6 
3.94           9.7 

Rank  based  on 
change  in  estimate                Sector 

Estimated  1988 
EPS              P/E 

%  change  in  1988  estiaii 
in  2  weeks       in  4  week 

1                             (unnimri  durables 

S4.35 

11.8 

3.74% 

7M% 

2                       Energy 

2.99 

12.9 

3.12 

4.61 

3                         Baw  materials 

3.02 

104 

1M 

4.70 

4                        Transportation 

1M 

10.9 

0.57 

0.73 

5                          Capital  goods 

13» 

14.3 

0.31 

0.92 

6                           Technology 

1X7 

Wk 

0.24 

Oatt 

7                           Consumer  nondurables 

2.54 

124 

0.00 

0J3 

>                         Utilities 

2.41 

10.0 

-0.33 

-0.4* 

9                         Finance 

3.43 

M 

-0.53 

-0.29 

tal  i  >n  weighted  consensu*  estimates  trom  over  3,000  security  analysts  Data  arc  compiled  and  updated  continually  by  the  Institutional  Bec» 
i  Lynch,  lones  At  Rvan,  a  New  York-based  brokerage  hnn. 
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William  E.  Simon 


Former  Secretary  of  the  Treasury, 
Insight  reader 


The  average  Insight  reader  is  far  above 
average. 

They're  business  leaders,  policymakers, 
even  cabinet  members. 

According  to  a  Simmons  survey,  Insight 
reaches  the  highest  concentration  of  afflu- 
ent readers  of  any  national  newsweekly. 

And  it  doesn't  just  sit  on  the  coffee  table. 
It  gets  read.  Circulation  is  over  a  million, 
and  readership  is  nearly  four  times  that  high. 

William  Simon  says  this  about  Insight: 

"It's  provocative.  It  provides  a  point  of 
view  that  most  of  the  standard  publications 
don't.  In  my  judgment,  for  anyone  involved 
in  international  business  and  finance,  and 
most  especially  those  involved  in  public 
policy,  it's  absolutely  mandatory  reading." 

If  you  want  to  get  above  average  results 
from  your  advertising,  ask  your  agency 
about  Insight  Or,  if  you're  with  an  agency, 
call  us. 

In  New  York,  our  representative  is  Bernie 
Trachtenberg  at  212/599-1730.  In  Chicago, 
call  Dick  Weithas  at  312/346-8810.  In 
Detroit,  call  Craig  Rebold  at  313/354-5050.  In 
Los  Angeles,  call  Bill  Bauer  at  213/820-1550. 
And  in  Washington,  DC,  call  Tim  Hutchens 
at  202/636-8870. 


Insight 

on  t he  news  ^^^/ 

Talk  to  the 
powers  that  be. 
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THREE   MONTHS   RESULTS 

Cl  =  S1.89at  31  3  88(11  88  Jt  31.12.87) 


3  months  to  March  1988 


3  months  to  March  1987 


Che 


PRE-TAX   PROFIT 


£283m 


£248m 


+14 


EARNINGS   PER  SHARE 


10.85p 


9.93p 


+9' 


Pre-tax  profit  up  by  14  per  cent  —  "the  Group  has  achieved  a  good  first  quarter  performance"  •  Turnov 
at  constant  rates  up  13  per  cent  •  Tobacco  profit  up  36  per  cent  —  very  good  quarter  for  BATCo  in  bd 
domestic  and  export  markets  —  continuing  success  for  Brown  &  Williamson's  international  business  •  Stroi 
business  growth  from  Eagle  Star,  Allied  Dunbar  and  Canada  Trustco  —  but  weak  investment  markets  depre 
financial  services  profit  •  Paper  and  pulp  profit  up  —  good  performance  at  Wiggins  Teape  —  pressure  fro 
competition  and  pulp  pnees  reduced  Appleton's  profit  •  Weak  US  retailing  environment  reflected  in  results 
Horten  continues  improving  trend  in  West  Germany 

nil*  BAT  INDUSTRIES 


IAL  SERVICES 


RETAILING 


PAPER 


T  0  B  A  C  C 


v  hid  quarterly  repoit  is  being  polled  to  sr>»eholders  and  copies  are  available  trom  BATUS  (NY).  1270  Avenue  ol  the  Americas  New  York.  NY  10020 


Capital  Markets 


MONEY  &  INVESTMENTS 


At  92%,  long-term  Treasurys  are  dis- 
counting an  inflation  rate  that  looks 
unlikely.  That  makes  them  a  bargain. 

TREASURE  IN 
TREASURYS 


By  Ben  Weberman 


Bond  market  pessimism  is  perva- 
sive. Traders  and  investors  are  con- 
vinced that  business  is  very  strong 
that  inflation  will  be  heating 
up.  That  means  higher  interest 
rates — capital  losses,  that  is,  for 
people  who  buy  long-term  bonds  at 
today's  yields  of  about  9.2%. 

Step  back,  however,  and  take  a 
long  look  at  the  relationship  be- 
tween stock  yields  and  bond  yields 
and  you  may  well  conclude  that 
bonds  are  genuinely  attractive 
against  stocks. 

At  9.2%  on  a  30-year  Treasury, 
the  bond  market  offers  more  than 
enough  to  compensate  for  inflation. 
Subtract  inflation — 4%  over  the 
past  12  months,  at  worst  5%  for 
1988 — from  the  Treasury  yield  and 
you  get  a  real  yield  of  4%  to  5%. 
That  level  is  generous,  even  though 
real  return  has  briefly  been  as  high 
as  6.5%  in  the  1980s.  The  dividend 
yield  on  the  S&P  500  average,  by 
contrast,  is  3.8%. 

My  argument  for  bonds  breaks 
down  only  if  you  expect  inflation  to 
slip  out  of  control,  to  7%,  8%,  10%. 
If  that  happens,  of  course,  bond 
prices  will  collapse.  But  so,  proba- 
bly, will  stock  prices.  If  you  expect 
inflation  to  go  out  of  control,  you're 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


probably  better  off  in  cash.  But  I 
don't  expect  inflation  to  go  out  of 
control:  The  political  and  economic 
consequences  would  be  horrendous. 

Indeed,  a  case  can  be  made  that  T 
bond  yields  have  been  held  down  by 
a  shortage  of  supply,  coupled  with 
strong  demand.  Low  supplies  and 
high  demand,  of  course,  make  for 
high  prices,  which  in  the  bond  busi- 
ness means  lower  yields. 

The  U.S.  Treasury  has  been  able 
to  pare  back  its  net  sales  of  bills, 
notes  and  bonds,  since  deficit  pro- 
jections are  not  as  high  as  they  were 
last  year.  At  the  same  time  the 
Treasury  is  doing  a  fair  amount  of 
borrowing  in  the  nonmarketable 
sector,  the  special  instruments  in 
which  state,  local  and  foreign  gov- 
ernments park  short-term  cash. 

What  if  foreigners  stop  absorbing 
U.S.  Treasury  debt?  A  better  ques- 
tion is:  Why  should  they?  Real  re- 
turns are  lower  in  Japan  than  here 
(see  story,  p  278),  meaning  capital 
should  continue  to  flow  across  the 
Pacific.  That  will  tend  to  depress 
real  returns  here  and  raise  them  in 
Japan,  as  the  capital  markets,  which 
are  becoming  more  internationally 
integrated,  grope  for  equilibrium. 

The  buying  support  is  not  only 
coming  from  those  compulsive  sav- 
ers, the  Japanese  people,  but  from 
their  central  bank.  The  Japanese 
government  has  been  buying  up 
U.S.  Treasury  paper  as  a  way  of  sup- 
porting the  dollar  against  the  yen. 
The  ultimate  objective  here,  of 
course,  is  to  keep  export  markets 
healthy  for  Japanese  manufacturers. 

Germany  has  been  buying,  too,  as 
have  France,  Spain  and  the  U.K.  In 
the  first  seven  months  of  the  cur- 
rent federal  fiscal  year,  for  example, 
Fed  holdings  of  Treasurys  in  custo- 


dy for  foreign  governments  and  in- 
ternational institutions  increased 
$50  billion.  That  is  more  than  half 
of  a  seven-month  budget  deficit. 

And  finally,  let's  not  overlook 
the  shift  of  individual  preferences 
here  in  the  U.S.  Money  keeps  com- 
ing out  of  the  stock  market  and 
moving  into  fixed-income  invest- 
ments. Oct.  19  was  traumatic;  it 
disenchanted  lots  of  people  with 
stocks.  While  the  professionals  ar- 
gue about  whether  program  trading 
was  responsible  for  the  crash,  a  lot 
of  folks  don't  care.  They  just  don't 
want  to  jeopardize  their  life  sav- 
ings and  prefer  to  hold  safe  Trea- 
surys and  municipals. 

The  flight  from  stocks  into  bonds 
may  reflect  a  popular  tendency  to 
invest  by  looking  backward.  In  the 
six  months  to  Mar.  31,  the  total 
return  (interest  or  dividends  plus 
capital  gains  or  losses)  on  30-year 
Treasurys  has  been  14.9%,  accord- 
ing to  Dean  Witter,  against  a  return 
of  minus  18.2%  for  the  S&P  500. 
But  it  also  reflects  an  awareness 
that  real  yields  on  bonds  are  high. 

Once  you're  sold  on  bonds,  you 
have  to  pick.  Treasurys  give  decent 
returns  and  the  least  apprehension 
for  individuals.  Interest  is  subject  to 
federal  tax  but  free  from  state  and 
local  tax.  With  the  exception  of  a 
few  issues,  there  is  no  risk  of  early 
call  and  no  risk  of  downgrading  as 
there  is  with  corporate  borrowers — 
especially  in  this  day  of  financial 
restructurings  (see  story,  p.  218). 

Bills  provide  the  greatest  liquidity 
but  yield  only  6.7%  for  the  3-month 
maturity.  Maturities  of  10  years  car- 
ry a  return  of  9%,  a  hair  less  than 
30-year  Treasurys  but  with  only 
two-thirds  the  risk.  (A  one-percent- 
age-point rise  in  interest  rates 
across  the  board  would  cause  rough- 
ly a  6.5-point  drop  in  the  market 
price  of  the  10-year  note  and  a  10- 
point  loss  on  the  long  bond.) 

An  alternative  to  Treasury  paper 
bought  directly  is  a  no-load  mutual 
fund  investing  in  high-grade  corpo- 
rate bonds.  If  well  run,  it  will  add 
just  enough  incremental  return — 
maybe  half  a  point — to  compensate 
for  the  management  fees  and  over- 
head costs.  The  fund  would  pro- 
vide somewhat  greater  liquidity 
than  the  long  bond,  in  that  it  could 
be  cashed  out  without  having  to 
pay  a  commission. 

When  you  can  get  9.2%  on  a  non- 
callable  Treasury,  there  isn't  much 
need  to  take  any  chances  on  riskier 
investments.  ■ 
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The  Big  Portfolios 
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Money  runners  like  tech  companies 
again,  but  largely  it  has  been  a  case  of 
admiring  from  afar. 

TECH  TEASE 


By  Susan  Lee 


If  the  investing  public  is  still  trau- 
matized by  Oct.  19,  professional 
money  runners  aren't  exactly  burst- 
ing with  confidence,  cither.  You  can 
sec  that  in  their  attitude  toward 
technology  stocks.  A  cheaper  dollar 
is  generating  good  foreign  sales  for 
tech  outfits,  and  capital  spending 
projections  arc  finally  pointing  up. 
Nonetheless,  most  money  manag- 
ers are  behaving  with  restraint.  As 
Richard  Coons  of  Alliance  Technol- 
ogy Fund  said  ruefully,  "Business  is 
up,  but  the  stocks  arc  down." 

Some  of  the  lukewarmness  comes 
from  a  belief  th.it  were  still  in  a 
bear  market.  Says  Al  Toney  of  Eaton 
Vance:  "Technology  stocks  are 
growth  stocks,  and  growth  stocks 
always  get  beat  up  in  a  bear  mar- 
ket." And,  with  recession  fears 
looming,  money  managers  don't 
want  to  commit  themselves  to  a 
bunch  of  late-cycle  stocks. 

But  there  is  some  selective  buy- 
ing. Last  year  hig  companies  were 
hot;  this  year  it's  the  smaller  ones 
"They    have    significant    earnings 
momentum,  and  have  already  gone 
through  their  own  bear  market,  so 
relative    valuations    are    very 
says  William  Smethurst  of 
Schroder  &  Co.  Money 


or  alitor  of  Forbes 


runners  are  especially  interested  in 
companies  involved  with  PCs  and 
industrial  automation,  because, 
they  say,  demand  is  more  stable  and 
broader-based. 

The  two  hottest  names,  other 
than  the  standard  crush  on  Apple 
and  Sun  Microsystems,  are  Silicon 
Graphics  and  Stratus  Computer. 
Silicon  Graphics  makes  superwork- 
stations  for  engineers  who  design 
and  analyze  3-D  objects.  And  Stra- 
tus manufactures  computer  sys- 
tems that  allow  other  systems  to 
operate  even  if  their  hardware  com- 
ponents fail. 

Semiconductor  stocks  are  also 
back  in  favor.  The  oversupply  of 
chips  in  recent  years  has  evaporated 
under  heavy  demand.  The  hot 
names  here  are,  again,  the  smaller 
niche  companies.  Some  second-tier 
firms  have  developed  just-in-time 
manufacturing  where  they  can  pre- 
fab a  standard  product  and  then 
quickly  complete  the  final  stages, 
customizing  the  product  and  meet- 
ing the  just-in-time  needs  of  their 
customers. 

Money  runners  are  up  for  several 
companies.  Dallas  Semiconductor 
makes  high-performance  circuits 
and  semiconductor-based  subsys- 
tems for  electronic  design  prob- 
lems; Cypress  Semiconductor 
makes  high-performance  integrated 
circuits  for  the  electronics  market; 
and  LSI  Logic  Corp.  is  the  industry's 
leading  developer,  designer  and 
manufacturer  of  application-specif- 
ic integrated  circuits.  LSI  has  24  de- 
sign centers  where  customers  can 
help  develop  their  own  ASICs. 

The  big  winner,  hands  down,  is 
Intel.  And  Intel's  big  winner,  hands 
down,  is  the  386  microprocessor. 
The  386  has  become  the  industry's 


standard  microprocessor — even  To- 
shiba and  NEC  are  buyers.  And  its 
highest-speed  version,  introduced 
in  April,  promises  to  be  a  killer.  "It 
still  has  real  growth  characteristics, 
and  it  still  looks  cheap  to  me,"  says 
William  Smethurst. 

And  by  the  way:  Some  money 
movers  are  licking  their  chops  over 
a  potential  explosion  in  the  Japa- 
nese computer  market.  Written  Jap- 
anese uses  3,000  to  6,000  characters 
(Japanese  typewriters  are  horribly 
complicated).  And  word  processing 
on  PCs  is  slow  and  tedious,  which 
explains  why  PC  penetration  in  the 
Japanese  market  is  only  about  2%. I 
Now,  however,  PC  makers  are 
switching  from  the  Intel  286  to  the 
new,  high-speed  386,  thus  increas 
ing  processing  power  and  making 
Japanese  PCs  much  more  efficient. 

In  software,  Autodesk  continues 
to  be  everybody's  favorite.  Auto- 
desk makes  computer-aided  draft- 
ing and  design  software.  "It's  elimi- 
nating the  need  for  a  drafting  table. 
Anybody  who  draws  for  a  living — 
designers,  decorators,  architects, 
engineers,  even  lighting  engineers — 
can  do  their  own  drafting  now," 
says  Richard  Coons. 

There  are  two  no-nos  for  money 
runners:  companies  dependent  on 
outside  sources  for  chips  (see  "/loir 
the  computer  companies  lost  their 
memories.''  Forbes,  June  13)  and 
firms  making  minisupercomputers. 
Thanks  to  the  chip  shortage,  Sun 
Microsystems  and  Compaq,  for  in- 
stance, will  have  slower  earnings 
than  expected.  Mark  Boyer  of  Volpe 
&  Covington  figures  that  strong  de- 
mand will  keep  chip  prices  high  un- 
til 1989. 

As  for  firms  making  minisuper- 
computers, such  as  Convex  and  Al- 
liant,  money  runners  think  they 
will  continue  to  disappoint.  Ditto 
for  companies  making  minicomput- 
ers. These  large  resource  computers 
handle  big  tasks,  such  as  running  a 
whole  machine  tool — versus  a  PC 
that  might  run  just  one  part  of  it. 
They  cost  about  ten  times  more 
than  the  PC  workstations.  Says  Al 
Toney,  "The  minis  are  not  doing 
well.  The  PC  workstations  are  the 
new  kids  on  the  block,  and  they're 
eating  their  lunch."  (There  used  to 
be  50  minicomputer  makers;  now 
there  are  just  a  few,  such  as  DEC.) 

Overall,  however,  there  is  no 
great  enthusiasm  for  technology 
stocks — just  mild  interest.  With  the 
market  drifting  and  boring,  why 
in  a  hurry  to  buy  anything?  ■ 


H 


FORBES,  JUNE  27,  19881 


FINANCIAL  WORLD: 

THE  MAGAZINE  FOR  SAVVY  INVESTORS 

INVITES  YOU  TO  SUBSCRIBE,  SAVE 

AND  SAMPLE  ONE  ISSUE  FREE! 


Financial  World  gives  you  the  tools  you  need  for 
intelligent  and  profitable  investing: 

INDEPENDENT  PERFORMANCE  TRACKING 
OF  MUTUAl  FUNDS 

FW  brings  you  the  most  comprehensive  ongoing  coverage  of  mutual 
funds  of  any  magazine  in  America. . . 

Every  two  weeks — Fund  Watch  spotlights  the  hot  mutual  funds . . .  and 
the  dogs.  And  Selected  Issues  shows  you  the  actual  portfolio  choices  of 
the  best  performing  funds. 

Every  other  month — FWs  Independent  Appraisals  tracks  over 
800  mutual  funds  with  year  to  date  and  three  year  A+  to  D  performance 
ratings,  plus  risk  analysis. 

Quarterly — FWs  Mutual  Fund  Round-up  offers  pages  of  compar- 
ative performance  stats,  rankings,  and  penetrating  closeups  of  winners 
and  losers. 

Year  End  Summary — You  get  the  best,  most  complete  tabular 
summary  of  all  the  final  numbers  on  over  800  major  funds. 

GREAT  STOCK  RECOMMENDATIONS! 

FW  gives  you  concise,  hard-hitting  analysis  and  commentary  to  give 
you  the  reasons  behind  each  stock  recommendation.  Every  other  month 
there's  a  special  pullout  section  tracking  all  3.000  stocks  on  the  NYSE, 
AMEX  and  NASDAQ  national  market  with  23  key  financial  indicators  and 
FWs  exclusive  A+  to  D  ratings. 

YOULL  AISO  RECEIVE— 

•  Two  big  forecast  issues  to  keep  you  on  top  of  critical  market  trends. 

•  The  Financial  World  500,  the  Annual  growth  company  director}' — 
a  definitive  guide  to  the  hottest  500  companies  in  America. 

•  Discount  Brokers — new  developments  in  the  use  of  the  discount 
brokers  for  securities,  options  and  futures  trading. 

ITS  EASY  TO  START  RECEIVING  FINANCIAI  WORLD. . . 


MAIL  THIS  COUPON  TODAY!  to:  FINANCIAL  WORLD,  PO  Box  10^45,  Des  Moines,  I A  50340 


HSYF32 


FREE  ISSUE 

SPECIAL  OFFER  FOR 
W  SUBSCRIBERS  ONLY 

i  «  GOOD  IN  U.S.  AND  POSSESSIONS  ONLY 


□  YESlsend  me  one  free  issue  of  Financial  W)rid. 
I'll  pay  only  $1995  for  an  additional  15  issues.  I'll 
save  $28.05  (58%)  off  the  single  copy  cost  and 
27%  off  the  $27.66  regular  subscription  price. 

□  Payment  enclosed        □  Please  bill  me 


NAME 


CITY  STATE  ZIP 


Stock  Trends 


MONEY  &  INVESTMENTS 


Low  unemployment,  a  bottoming  dollar, 
less  demand  for  wage  increases,  growing 
investment  capital  and  more  make . . . 

A  CASE  FOR 
NO  RECESSION 


By  Ann  C.  Brown 


:or  months  now,  everyone  and  his 
or  her  brother — and  me,  too— has 
been  warning  investors  of  an  im- 
pending recession.  The  only  point 
on  which  we  have  differed  is  wheth- 
er it  will  start  this  year  or  in  1989. 
But  suppose  we  are  wrong.  What  if 
the  U.S.  is  in  for  several  years  of 
slow  economic  growth?  Here's  why 
this  could  come  about  and  how  it 
may  affect  the  stock  market 

Over  the  past  quarter-century, 
two  changes  have  occurred  that 
have  altered  the  inventory  side  of 
the  recession  equation.  First,  the 
manufacture  of  durables  has  shifted 
overseas,  which  means  that  if  and 
when  Americans  lose  their  appetite 
for  consumption,  the  jobs  of  foreign 
workers  will  be  affected  more  than 
those  of  the  increasingly  service- 
oriented  U.S.  labor  force. 

Second,  inventories  of  domesti- 
cally produced  goods  may  be  kept 
from  becoming  excessive  by  a  new 
breed  of  highly  educated  managers 
armed  with  computers  and  sophisti- 
cated calculating  systems  that  en- 
able them  to  know  the  whereabouts 
very  nut  and  bolt  instantly.  As  a 
lit,  they  are  in  a  position  to  fine- 
itput  and,  through  timely  ad- 
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justments,  help  avoid  the  sharp  and 
widespread  layoffs  that  heretofore 
were  a  cause  and  an  exacerbation  of 
business  downturns. 

The  Federal  Reserve  is  also  now 
better  equipped  to  help  prevent  a 
recession.  With  still-fresh  memo- 
ries of  what  happened  to  the  econo- 
my in  the  1970s  when  it  failed  to  act 
promptly,  the  present  members  are 
apt  to  move  more  quickly  to  man- 
age the  money  supply  in  a  series  of 
smaller,  less  wrenching  steps.  Like 
corporate  managers,  today's  central 
bankers  have  more  accurate  data 
reaching  them  faster. 

The  decline  in  the  dollar  that  has 
already  taken  place,  and  probably 
will  continue  another  10%  to  15%, 
has  made  U.S.  products  and  services 
more  attractive  abroad.  That  could 
stimulate  international  demand  for 
some  time.  In  addition,  the  gradual 
opening  of  potentially  vast  markets 
in  China  and  the  U.S.S.R.,  the  trend 
toward  relaxation  of  trade  barriers 
by  the  Japanese  and  others,  and  the 
rising  standard  of  living  in  much  of 
the  world  could  provide  buyers  for 
American  wares,  which  will  be  sub- 
stantially more  price  competitive 
than  at  any  time  in  recent  history. 

The  fear  of  an  economic  down- 
turn sometime  soon  has  helped 
keep  the  stock  market  from  recov- 
ering from  the  October  crash.  Little 
has  changed  in  the  economy  since 
then,  and  even  less  has  changed  in 
the  real  world,  where  corporate 
profits  continue  strong,  the  unem- 
ployment rate  is  low  and  industrial 
capacity  utilization  is  high  and  ris- 
ing. For  the  most  part,  consumer 
and  corporate  confidence  are  up- 
beat. And  the  mergers  and  acquisi- 
tions of  many  still  undervalued 
companies  roll  along,  as  do  corpo- 


rate stock  buyback  programs. 

The  thought  of  a  business  expan- 
sion lasting  eight  or  nine  years  or 
longer  is  uncharted  territory  for  to- 
day's business  cycle-oriented  econ- 
omists and  will  require  a  different 
mind-set  when  developing  market 
strategies.  Furthermore,  under- 
standing the  role  of  the  U.S.  as  a 
significant  part  of  a  global  economy 
and  not  as  the  single  controlling 
factor  in  the  world's  business  calls 
for  an  abandonment  of  America's 
post-World  War  II  chauvinistic  ap- 
proach to  commerce. 

Pension  funds,  profit-sharing 
trusts,  IRA  and  Keogh  contributions 
are  constantly  seeking  safe  and  prof- 
itable homes,  as  are  billions  of  yen, 
deutsche  marks,  francs  and  pounds. 
With  the  dollar  close  to  bottoming 
out  and  with  the  prospect  of  no  re- 
cession in  the  U.S.  in  the  foresee- 
able future,  the  local  stock  and  bond 
markets  are  potential  beneficiaries 
of  this  accumulated  wealth — if  in- 
flation doesn't  get  out  of  hand. 

Though  the  inflation  rate  could 
climb  to  around  5%  this  year,  it 
probably  will  not  rise  much  higher 
over  the  near  and  intermediate 
terms  unless  there  is  another  oil 
shortage  or  similar  huge  disloca- 
tion. Recently,  whenever  inflation 
has  shown  signs  of  being  on  the 
increase,  the  Fed  has  taken  swift 
"snugging"  actions  to  signal  its  in- 
tentions to  stop  the  problem  before 
it  starts.  And  Congress  could  be  a 
bit  less  spendy  after  the  elections, 
which  could  further  reduce  the  bud- 
get deficit  and  thus  lower  the 
amount  the  Treasury  must  borrow. 

The  clamor  from  labor  for  higher 
wages  appears  more  muted  than  in 
the  past,  which  should  assist  in 
keeping  costs  down.  Also,  foreign 
goods,  free  of  protectionist  legisla- 
tion, will  continue  to  pour  into  the 
country  and  limit  the  prices  domes- 
tic manufacturers  can  charge. 

I  look  for  the  second-quarter  GNP 
growth  rate  to  be  less  than  the  first 
quarter  and  the  third  quarter  to  be 
less  than  the  second  and  so  on  until 
next  year — perhaps  around  the 
fourth  quarter — when  the  growth 
rate  may  be  down  around  1%  or  so. 
(A  statistical  blip  could  cause  a  nega- 
tive quarter,  but  it  should  be  only 
minor  and  transitory.)  But  the 
chances  of  no  imminent  wingding 
textbook  recession  look  downright 
plausible,  and,  should  this  be  the 
case,  the  market  could  move  into  the 
low  to  mid  2000s  on  the  DJI  much 
sooner  than  most  people  think.  ■ 
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Whatever  the  campaign  promises,  either 
major  presidential  candidate  will  have  to 
pursue  similar  economic  policies. 


BOXED  IN 


By  Ashby  Bladen 


We  Americans,  like  all  people  who 
are  too  heavily  in  debt,  have  lost 
control  of  our  own  destiny.  No  mat- 

\  ter  who  the  next  President  is,  and 
regardless  of  his  campaign  prom- 
ises, his  Administration's  economic 
policy  will  be  dictated  by  our  dan- 
gerously weak  financial  conditions. 
The    next    Administration    will 

:  have  to  use  billions  of  the  taxpayers' 

■  dollars  to  bail  out  every  failing  large 
business  and  financial  institution  in 
order  to  fend  off  a  deflationary  de- 
pression. It  will  not  dare  allow  a 
credit  crunch  to  happen.  After  the 
borrowing-and-spending  spree  we 
have  enjoyed  since  the  last  credit 
crunch,  another  one  would  prompt- 
ly cause  massive  bankruptcies  and  a 
recession  that  would  make  1980-82 
look  like  a  picnic.  The  Texas-size 
hangovers  in  the  towns  that  are  be- 
ing drained  of  credit  by  the  liquidity 
crises  of  the  First  Republic  and  First 

\  City  banking  chains  are  a  mild  fore- 
taste of  what  another  credit  crunch 

;  would  do  nationwide. 

Since  it  cannot  allow  a  credit 
crunch,  the  new  Administration 
will  have  to  give  the  appearance  of 

:  fighting  inflation  by  reimposing 
price  and  wage  controls,  in  spite  of 

j  Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
'<  ing  Financial  Crisis. 


the  fact  that  they  cannot  be  effec- 
tive weapons  against  imported  in- 
flation caused  by  the  falling  dollar. 

The  fall  of  the  dollar,  toppled  by 
our  government  sponsored  habit  of 
borrowing  and  spending  excessive- 
ly, has  made  U.S.  goods  so  cheap  for 
foreigners  that  we  are  having  an  ex- 
port boom  rather  than  the  recession 
that  economists  feared  at  the  begin- 
ning of  the  year.  Indeed,  the  borrow- 
ing-and-spending spree  of  the  last 
six  years  has  left  our  financial  sys- 
tem so  overextended  that  we  cannot 
afford  another  recession.  Mounting 
bankruptcies  would  rapidly  turn  it 
into  a  depression. 

For  the  last  six  years  our  inflation 
has  been  restrained  by  the  misfor- 
tunes of  the  Third  World  countries 
that  have  already  borrowed  and 
spent  themselves  into  a  depression. 
Since  1982  they  have  had  to  sell  us 
their  oil  and  other  commodity  prod- 
ucts for  whatever  they  could  get  in 
order  to  service  their  debts.  Now 
inflation  is  about  to  accelerate  again 
under  the  twin  pressures  of  rising 
prices  for  imports  from  the  strong- 
currency  countries  and  a  full-em- 
ployment boom. 

Inflation  could  be  checked  by  cut- 
ting off  the  fiscal  and  monetary 
stimulants  with  which  the  govern- 
ment has  been  souping  up  our  econ- 
omy for  the  last  six  years.  But  that 
won't  happen.  Instead,  the  rising 
cost  of  bailouts  is  likely  to  widen 
the  fiscal  deficit. 

We  bought  the  inherently  im- 
plausible Keynesian  idea  that  gov- 
ernment-sponsored borrowing  and 
spending  are  the  cure  for  rather  than 
the  cause  of  financial  trouble. 
Keynes  seemed  to  resolve  a  power- 
ful contradiction  in  U.S.  society. 
There  was  the  20th-century  pro- 


gressive belief  that  the  government 
should  do  good  things  for  the  peo- 
ple. Against  this  was  the  basic  prin- 
ciple of  our  18th-century  Constitu- 
tion: that  the  best  thing  the  govern- 
ment can  do  for  us  is  to  provide  a 
rule  of  law  within  which  we  are  all 
free  to  pursue  our  own  good,  as  long 
as  we  respect  the  equal  freedom  of 
everybody  else  to  do  the  same. 

To  resolve  this  contradiction,  our 
government  has  long  tried  to  re- 
spect our  liberty  while  it  assured 
our  prosperity  by  making  excessive 
credit  available,  and,  in  the  process, 
it  has  turned  us  into  a  nation  of 
spendthrifts. 

In  the  early  1980s  I  urged  the  Fed 
to  continue  the  credit  crunch,  until 
it  caused  a  financial  crisis  that 
scared  the  American  people  into 
lasting  prudence  with  respect  to 
borrowing  and  spending.  But  the  Fed 
gave  up  in  1982,  and  now  we  will 
have  to  learn  by  painful  experience 
that  we  cannot  go  on  forever  bor- 
rowing in  order  to  live  beyond  our 
means.  President  Reagan  and  the 
supply-siders  to  the  contrary  not- 
withstanding, the  rest  of  the  world 
will  not  go  on  financing  us  forever. 
And,  like  the  Third  World  coun- 
tries, we  will  find  that  a  depression 
caused  by  the  collapse  of  foreign 
confidence  in  our  creditworthiness 
means  high  interest  rates. 

Sooner  or  later  we  Americans  will 
also  have  to  learn  by  experience 
what  Friedrich  Hayek  tried  to  show 
us  by  theoretical  reasoning  40  years 
ago.  The  main  point  of  his  book  The 
Road  to  Serfdom  is  that  trying  to 
create  a  specific  good  like  prosperity 
by  the  use  of  political  power  causes 
unforeseen  disasters.  These  disas- 
ters in  turn  force  the  government  to 
assume  steadily  wider  powers  and 
progressively  restrict  our  liberty  to 
pursue  our  own  good  in  our  own 
way.  Price  and  wage  controls  fall 
into  this  category. 

We  failed  to  learn  that  lesson 
from  Presidents  Nixon  and  Carter, 
so  President  Bush  or  Dukakis  will 
teach  us  again. 

We  are  now  riding  a  runaway 
horse,  and  we  have  dropped  both  the 
fiscal  and  monetary  reins.  Because 
we  dare  not  get  off,  we  will  continue 
to  ride  until  our  foreign  creditors 
push  us  off.  Meanwhile,  there  is  no 
reason  to  believe  that  either  infla- 
tion or  interest  rates  have  reached 
their  postwar  peaks — nor  any  rea- 
son for  hope  that  the  next  Adminis- 
tration will  do  other  than  repeat  the 
mistakes  of  the  past.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


Speculators  who  followed  this  column's 
recommendations  over  the  past  year 
have  taken  substantial  profits. 

GET  YOUR 
SCORECARD 


By  Stanley  w.  Angrist 


Almost  a  year  has  passed  since  I  last 
reviewed  the  trades  suggested  in 
this  column.  No,  that  wasn't  an  em- 
barrassed silence.  Just  the  oppo- 
site— a  golden  silence. 

To  keep  score  it  is  assumed  that  if 
the  markets  meet  the  criteria  speci- 
fied in  the  column,  then  the  first 
date  that  a  trade  can  be  entered  is 
two  Tuesdays  prior  to  that  issue's 
cover  date.  If  no  profit  target  is  giv- 
en, it  is  also  assumed  that  substan- 
tial profits  are  protected  with  appro- 
priate stop-loss  orders.  Now,  let's 
look  at  the  record,  trade  by  trade 

In  the  Aug.  10,  1987  issue  I  pro- 
posed going  long  December  wheat 
while  selling  November  soybeans, 
based  on  the  seasonality  of  the  two 
crops.  The  trade  could  have  been 
entered  on  July  28,  1987  with  the 
beans  at  a  $2.63  per  bushel  premi- 
um to  the  wheat.  Around  Aug.  16 
the  profit  target  of  50  cents  a  bushel 
was  reached,  bringing  home  $2,500 
per  spread.  This  was  one  of  those 
worry-free  trades.  There  were  no 
substantial  adverse  moves  experi- 
enced from  the  day  it  was  put  on 
until  the  day  it  was  lifted. 

The  next  recommendation  came 
No\     I,   1°87  issue  when  it 


is  d  i  ommodity  specu 
i  longtime  observer  of 


was  suggested  that  March  T  bonds 
be  bought  on  that  date.  They  could 
have  been  purchased  at  a  price  of 
865/,?2  on  that  day's  close.  This  sea- 
sonal trade  came  just  as  the  bond 
market  was  in  the  process  of  re- 
bounding from  the  October  debacle 
in  the  equities  market.  It  was  rec- 
ommended that  the  long  position  be 
sold  out  on  Nov.  23,  which  could 
have  been  done  at  a  price  of  8820/32; 
for  a  profit  of  $2,468  per  contract. 

You  can't,  of  course,  win  them 
all.  In  the  Nov.  30,  1987  column  I 
suggested  selling  March  wheat  at 
any  price  above  $3  a  bushel.  This 
was  possible  on  Nov.  17  at  $3.04. 
You  would  have  been  stopped  out 
with  a  $l,050-per-contract  loss  on 
Jan.  12,  1988. 

In  the  Jan.  25,  1988  issue  I  looked 
at  the  so-called  TED  spread 
(T  bills/Eurodollars)  and  recom- 
mended two  plays.  The  first  was  to 
buy  March  Eurodollars  while  sell- 
ing March  T  bills.  The  second  was  a 
more  volatile  trade  of  long  Septem- 
ber Eurodollars  while  selling  March 
T  bills.  Both  trades  were  lifted  on 
Feb.  16.  The  first  trade  yielded  a 
profit  of  $675  per  spread.  The  more 
volatile  trade  produced  one  of  $875. 

Seasonality  again  played  a  role  in 
the  trade  suggested  in  the  Feb.  22 
issue — long  one  May  corn/short 
two  May  oats.  The  trade  was  en- 
tered on  Feb.  9,  with  the  two  oats 
at  a  premium  of  $1.50  per  bushel.  It 
was  exited  on  Mar.  15  after  the  oats 
premium  had  shrunk  to  $1.32  for  a 
profit  of  $900  per  spread. 

I  took  a  look  at  the  cotton  market 
in  the  Mar.  21  Forbes  and  suggested 
going  long  the  July  contract,  which 
could  have  been  done  on  Mar.  8  at 
60.70  cents  per  pound.  The  trade 
was   exited   on    May   24   at   66.00 


cents,  for  a  profit  of  $2,650  per  con- 
tract. This  play  was  far  from  worry- 
free.  In  order  to  reap  the  gain,  you 
would  have  had  to  withstand  a 
drawdown  of  about  $900  per  con- 
tract. I  also  suggested  a  long  June 
hogs/short  June  cattle  spread.  The 
trade  could  have  been  entered  at  the 
end  of  March,  with  the  cattle  at  a 
premium  of  21  cents  per  pound. 
When  this  spread  was  exited  on 
May  24,  it  showed  a  profit  of  $595. 

In  the  Apr.  18  issue  I  recommend- 
ed a  long  municipal/short  T  bond 
(MOB)  spread,  if  it  could  be  put  on 
with  the  Treasurys  carrying  at  least 
a  516/32  premium  to  the  munis.  At 
the  end  of  May  that  premium  had 
shrunk  to  24/32,  for  a  $3,375  profit 
per  spread.  It  was  the  sweetest  trade 
of  the  past  12  months. 

In  the  Apr.  25  issue  I  looked  at  a 
crude  oil  options  strangle — with  in- 
surance. The  strangle  was  put  on 
using  the  August  options — selling 
an  $18  strike  call  and  a  $17  strike 
put,  for  a  credit  of  $1.28.  Insurance 
was  purchased  using  the  September 
$19  call  and  the  $16  put  for  a  cost  of 
91  cents.  The  trade  worked,  but 
buying  insurance  chewed  up  most 
of  the  strangle's  profit.  At  the  end  of 
May  it  showed  a  profit  of  about 
$225.  Without  insurance,  the  trade 
would  have  had  a  profit  of  $600. 

In  the  May  16  column  I  suggested 
two  bull  spreads  in  soybeans.  The 
futures  trade  involved  going  long 
July/short  November,  which  could 
have  been  done  on  May  13  at  a  pre- 
mium of  13  cents  to  the  November 
contract.  By  the  third  week  of  May 
this  trade  was  showing  a  loss  of 
$150  per  spread.  The  second  trade 
was  a  synthetic  long  position  creat- 
ed by  buying  the  August  $7.25  call 
while  selling  a  $6.75  put,  for  a  7 
cent  debit.  Traders  were  presented 
with  a  substantial  profit  of  65  cents 
($3,250)  within  three  weeks,  which 
I  assume  they  accepted. 

All  in  all,  the  results  are  gratify- 
ing. Six  of  the  seven  futures  spreads 
worked,  for  a  profit  of  $8,770.  Two 
of  the  three  outright  positions  pro- 
duced a  gain  of  $4,068.  Both  option 
positions  ended  in  the  black,  a 
$3,475  total.  Together,  10  of  the  12 
recommendations  would  have  made 
money,  producing  a  total  net  profii 
of  $16,313.  Allowing  $500  commi: 
sions  to  a  discounter,  you  woul 
have  had  enough  left  to  buy  351  one- 
year  subscriptions  to  Forbes,  plus 
36  cups  of  coffee.  But  remember,  not 
every  year's  recommendations  will 
turn  out  this  way.  ■ 
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REAL  ESTATE 


RICH  FARM  LAND 

alifornia's  San  Joaquin  Valley 
1  Hour  Drive  From  Los  Angeles 

s.  almonds,  walnuts,  grapes  plus 
■r  permanent  crops.  Office,  shop, 
ehouse,  residences,  almond  and 
nut  hullers.  3,023  acres,  or  separate 
hes  42  to  440  acres. 

WATSON  REALTY  CO. 

2100  "H"  Street 
Bakersfield  California 

(805)  327-5161 


FAIRFIELD,  CONN. 
IN  THE  HEART  OF 

GREENFIELD  HILL 

i  listinguished  14  room  Co- 
1  ial  on  4.73  acres  with 
1  lg  Island.  Sound  view.  Su- 
I'bly  appointed  interior, 
tailed  exterior,  secluded 
[traces,  gardens,  pristine 
I  jenhouse,      and      many 
t  enities.  $1,425,000. 
4ICHOLAS  H.  FINGELLY 
10  Post  Road,  Fairfield,  Ct. 
203-259-3324 


(  ti  part  of  17,000  Colorado 
a  'S  in  the  Rockies,  gorgeous 

mntain  land.  Come  visit! 

Zall  for  color  brochure, 
I  -379-3263,  or  write  Forbes 
V  gon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


BINDERS 


SLIP  CASES 
OR  BINDERS 


k 

^^^■u      In  red  and  gold 
^^JK[      leatherette. 

^^tf  j     Slipcase:  $7.95; 
^^^^     three  for  $21.95 

Binders:  $9.95 
three  for  $27.95 
Id  $1  per  unit  postage  card 
landling.  Send  check  to: 
;  ESSE  JONES  BOX  CORP. 
jDept.FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
,  Or  call  1-800-972-5858 


REAL  ESTATE 


CODY  EXECUTIVE  MOUNTAIN 
RETREAT.  Located  in  the  high 
mountains  between  Cody  and 
Yellowstone  National  Park,  this 
unusual  property  contains  over  1100 
acres,  is  accessible  year  around,  and 
lies  completely  in  its  own  basin  high 
above  the  Shoshone  River  Valley.  It 
includes  an  architect-designed  home 
which  took  over  a  year  to  site  so  that 
each  room  commands  its  own 
incredible  view  of  the  nearby  cliffs  and 
the  peaks  which  form  the  boundary  of 
Yellowstone  Park.  A  caretaker's 
residence  and  some  older  log  buildings 
enhance  the  property  as  does  the 
original  owners  log  residence  which  is 
perched  on  a  small  peak  in  the  center  of 
the  ranch.  The  property  is  being  sold  to 
settle  an  estate.  Contact  Exclusive 
Agent  for  the  Seller:  Hall  &  Hall,  Inc., 
P.O.  Box  1924,  Billings,  MT  59103 
(406)  252-2155  or  (406)  682-7583. 

MAJOR  HISTORIC  MONTANA 
RANCH.  First  time  on  the  open  market 
since  homestead,  this  famous  ranch  lies 
along  both  sides  of  1 2  miles  of  one  of 
Montana's  famous  trout  rivers  —  not 
floated  by  the  public.  This  4,000 
animal  unit  ranch  has  such  a  diversified 
resource  base  that  it  employs  wildlife, 
livestock  and  farm  managers.  This 
team  provides  positive  cash  flow, 
making  it  easier  to  enjoy  some  of  the 
world's  finest  private  fly  fishing  plus 
extensive  wildlife,  (The  ranch  is 
virtually  surrounded  by  National  Forest 
and  Game  Refuges.)  All  this  plus  a 
magnificent  owner's  residence  and 
historic  log  headquarters  —  all  priced 
to  sell  as  an  operating  ranch.  Contact 
Exclusive  Agent  for  Seller  Hall  & 
Hall,  Lie,  P.O.  Box  1924,  Billings, 
MT  59103  f406)  252-2155  or  (406) 
682-7583. 


A   RETIRED  CEO  SELLING  A 
2  RANCHES  IN  COLO. 
45  MINS.  FROM  VAIL 

•  Nicely  restored  working  ranch  on  168  acres 
surrounded  by  2,000  acres  govt,  graze  lease. 
3  good  houses,  bams,  corrals  just  right  for 
small  cattle  or  horse  farm  in  big  valley.  Excel- 
lent water  with  big  game  herds  on  the  prop- 
erty. Exper.  Foreman  will  stay.  Asking 
$765,000.  Owner  financed  with  30%  down, 
or  5%  cash  disc.  Add'l.  120  acres  only 
$81,000.  •  700  acre  cattle  ranch  with  4,000 
sq.  ft.  house  60%  completed  incl.  bams  and 
plenty  of  water.  Improvements  MAI  ap- 
praised at  $288,000.  Extraordinary  value  at 
$495,000.  Terms  by  owner  same  as  for  above 
ranch. 

Merrill  Hastings,  owner,  McCoy, 
\^        Colo.  80463  (303)  653-4310       ^ 


SHARING 


IS  CARING 


WINE  CELLARS 


WINE  CELLARS 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


Better  than  Lacoste  or  Ralph  Lauren!  — | 

YOUR  logo  embroidered  on  great  quality  100%  cotton  polo  shirts. 
Why  pay  outrageous  prices  for  100%  cotton  polo  shirts  with  someone  else's  logo, 
when  for  less  money  we'll  put  your  logo  on  a  better  quality  shirt  and  guarantee  that 
shirt  for  at  least  an  entire  year.  Minimum  order  just  six  shirts!  For  a  brochure,  price 
list  call  1-800-84-SH1RT  (in  NY  718-782-0200). 

The  Queensboro  Shirt  Company 

dept.  F-8  119N,  11th  St. ,  Greenpoint,  NY  11211 


Corporate 
Tiis 

150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


k 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 

CT  06807  •  U.S.A. 

Dept.F  (203)  869  5006 


Embroidered 
Caps 

•Shirts 
•Jackets 


«  •aw**-* 
°   J*l  * 

for  FREE  Catalog 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 
San  Francisco  Embroidery  Works 

3952  Point  Eden  Way  •  Hayward.  CA  94545 


EXECUTIVE  SERVICES 


MERCHANDISE 


Neck  Ties  Narrowed 


Palo  Alio  CA  94304 


Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  Vfe"  for 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  [o 
SLIM  TIES  CO. 
701  Welch  Road  Sie  1119B 
(415)  656  6262 


JUNK  BONDS 

Own  an  Official  Junk  Bond©.  Join 

the  Wall  Street  tycoons 

and  own  this  delicious  spoof 

of  corporate  avarice. 

Send  $9.95  for  each  to: 

MARCORA  PRODUCTS 

P.O.  Box  460 

New  City,  N.Y.  10956 


;AST  FACTS 
BOUT  FORBES 

UBSCRIBERS: 


•Total  management:  74.7% 
•Total  paid  circulation:  735,000 


•Average  household  income:  $162,000 
•Average  value  of  investment  portfolio:  $899,000 
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BUSINESS  OPPORTUNITIES 


MERCHANDISE 


EDUCATIONAL  SERVICES 


Earn  The  Living  You've  Dreamed  Of 
. . .  Right  In  Your  Own  Dream  House! 
Live  in  a  stunning  Eagle's  Nest  home  with  design 
features  not  found  elsewhere  at  twice  the  price. 


Models  as  low  as  $17  per  sq.  It. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in.  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 
Unlimited  Income  Potential 
As  an  Eagle  s  Nest  Homes  rep- 
resentative, you  have  unlimited 


income  potential  in  a  defined  territory.  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  $25,000  model  which 
may  be  finished  as  a  home  to  live  in,  or  sell,  or 
completed  as  an  office,  condo.  duplex,  or 
other  commercial  enterprise.     . 

Call  Mr.  Farb 

colled 

(404)  479-9700 


tagle  'sNest 
Romes 


PO  Drawer  1569,  Canton.  GA  30114-1569 


THE  REAL  TICKER 
TAPE  IS  YOUR  EKG. 
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FINANCIAL  SERVICES 

IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 

FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

GUARANTEED  COLLECTION 

of 

PAST  DUE 

ACCOUNTS  RECEIVABLE 

LBO 

LEVERAGED  BUYOUT 

FUNDS  AVAILABLE 

Fast  Approval  •  Brokers  Protected 


INVESTMENTS 


TM 


TOWERS 

FINANCIAL 

CORPOR  \  ITON 

\n  O  H    I  i»nt|Mllt 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


ALL  INVESTMENT 
NEWSLETTERSARE  NOT 

CREATED  EQUAL 

Hulbert  Financial  Digest 

Reports  Latest  Findings 

in  New  Book 

Leam  which  newsletters  really  outper- 
formed the  market  in  the  latest  book  by 
Mark  Hulbert.  Forbes  columnist  and  editor 
of  The  Hulbert  Financial  Digest  (HFD). 
The  Second  HFD  Almanac,  now  available 
to  Forbes  readers  at  $29  95  (25%  off  list 
pnce)  or  FREE  when  subscribing  to  The 
Hulbert  Financial  Digest  for  $87.50.  is  a 
valuable  asset  in  any  investor's  library 
Order  your  copy  today!  Call  1-800-443- 
OIOO  E»L  459. 


"Learn  More-Smoke  Less" 

A  UNIQUE  BOOK  by 

Avram  Goldstein,  M.D. 

Professor  of  Pharmacology,  Stanford  Univ  I 

Intelligent  people  continue  to  smoke,    H 

knowing  it's  harmful  Learn  why,  then  | 

use  the  knowledge  to  help  vou  quit!     t 

~rr        $12  95         Op  ! 

(CA  residents  add  Sales  Tixl    ^^J    I* 

MSA  OR  MASTERCARD,  CHECK  OR  MONEY  ORDER  I 

I    AwA.  lnc .  Fort    735  Dolores.  Stanford,  CA  94305    I 

MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones.  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  l-8O0-«26-8352 


BACHELOR,  MASTER,  DOCTOR 

EARN  A  DEGREE  Use  your  past  expenen 
credit  toward  your  degree  No  classes,  sen 
or  on-campus  attendance  Studies  build 
^your  experience  Self-paced  •  Send  Re 
For  No  Cost  Evali 
213278- 
9)00 
Wilsltire  I 
Rills,  CA,  USA! 


COLLEGE  DEGREE  I 

BACHELORS  •  MASTERS  •  DOCTORATil 

For  Work.  Lite  and  Acadeir 

Experience  No  Classroom  |  I 

Attendance  Required 

Call  (213)  471-0301 

Outside  Calif omlj 

1  •  800-423-324 

or  send  detailed  resum. 

for  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  .  Dew  185  Los  Angeles,  CA9CKV 
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Earn  your  degree  by 

INDEPENDENT  STUDY 

Credit  for  life  experience. 

FINANCIAL  AID 

CLAYTON  UNIVERSITY 

1-800-288-3948 


BUILDING  SUPPLIES 


Excellence  in Qak 


MeticillOIHl)  detailed  oak  interiors 
nd  entrances  for  prestigious 
homes  and  businesses 
Our  handmade  door, 
moulding,  prehanging 
and  prcfinishin^ 
lyUemf  are  produced 
on  a  limited  bans  by 
master  craftsmen 

Send  sv  for  20  page 
brochure,  or  $12  for 
complclr  portfolio. 
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•  Boi  898 
Igsido,  CO  81 137 
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HOW  TO  ADVERTISE  IN 

Forbes  Market/ 


REGULAR  CLASIFIED  LISTINGS:  All  listings  are  accepted 
at  the  discretion  of  the  Publisher.  Minimum  size  is  one  incfl 
(14  agate  lines)  FORBES  will  typset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Minimun  size  fi 
display  of  two  inches  (28  agate  lines).  Must  be  submitted 
film  negative  or  camera-ready  mechanical  to  size. 

Box  numbers  provided  on  request.  There  is  no  charge  fdj 
mailing  service  on  blind  ads. 


FORBES  MARKET  CLASSIFIED  is  published  in  the  firs 
issue  of  each  month.  Advertising  closing  date  is  one  montl 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accompan 
order  unless  from  accredited  agency.  For  specific  require 
ments  send  for  order  form. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET  CLASSIFIED 

60  FIFTH  AVENUE  NEW  YORK,  NY  10011 
(212)620-2440 


FbrbesMarket/ 


USINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


■  Build  ¥)ur 

nature  With 

Lindal. 


Build  an  independent  business 
a  a  solid  foundation.  With 
Indal  Cedar  Homes,  the  wotld's 

jst  populat  custom  houses  for 
|  er  40  years. 

•  No  franchise  fees 

•  Internationally  recognized 
housing  giant 

'  •  Dealer  training  schools  and 
ongoing  regional  seminars 

•  National  advertising, 
marketing,  and  co-op 
support 

[  •  Best  planbooks  and  sales  aids 
in  the  industry 

•  Multiple  product  lines — 
cedar  homes,  log  homes, 
sunrooms,  and  hardwood 
flooring 

Right  now  we're  looking  for 
a  good  dealer  in  many  areas, 
j  For' more  information,  please 
call  800-221-6063. 

I  .Lindal  Cedar  Homes 

D.  Box  24426,  Seattle,  WA  98124 
206-725-0900. 


BE  THE  BOSS 

I  n  a  Sir  Speedy  Printing  Center  fran- 
■  se  Over  700  others  have,  ask  them 
Call  today  for  free  information 


23131  VERDUGO  DRIVE 

AGUNA  HILLS.  CA  92653-1342 

CALL  1-800-854-3321 


: 


FACSIMILE  MACHINES 


luirp  •  canon  •  Murata 
FACSIMILE  MACHINES 


gnest  discounts  available  in  us.! 
Full  Training  &  Service! 
Save  Sales  Tax! 
Call  us  Today! 

'•AX  OF  AMERICA 
1-800- S42-FAXX 

lerlca  s  low  Price  Fax  Distributor 


WATER  TREATMENT 
GROUND  FLOOR  GROWTH 

^OPPORTUNITY* 

FROM  A  PROVEN  LEADER  IN  THE  DIRECT  SALES  FIELD 

CRAFTMATIC®/CONTOUR®  A  PUBLICLY  HELD  COMPANY 

INTRODUCES  ITS  NEWEST  DIVISION,  AMERICAN 

AQUA™  WATER  TREATMENT  SYSTEMS,  WITH  A  PROVEN 

MARKETING  PROGRAM  GENERATING  LEADS-LEADS-LEADS!!! 

LEADS  -  LEADS  -  LEADS 

3.665.154  WERE  PROCESSED  IN  THE  PAST  2  YEARS   FOR  OUR  EXCLUSIVE  DISTRIBUTORS. 

If  sales  is  what  you  do  best,  we  offer  the  right  Entrepreneur  who  is  accustomed  to  a  High  Income,  an  Exclusive  Distribu- 
torship with  CraftmaticS/Contour®  Industries.  Be  part  of  a  25  year  old  public  company  that  is  Tops  in  its  field  with  over 
$100,000,000  in  total  retail  sales  last  year.  We  offer  to  you  our  knowledge  and  ability  to  generate  leads,  leads,  and  more 
leads!  No  cold  canvassing,  ever!  We  target  marketyour  territory  economically. ..efficiently. ..WITH  MAXIMUM  IMPACT!!! 
Our  expertise  is  in  generating  TV,  direct  mail,  and  magazine  leads  at  an  extremely  low  cost  per  lead.  Even  a  newcomer 
to  direct  sales  can  be  on  the  way  to  an  excellent  first  year  income  within  4  -  6  weeks  of  start  up. 


''Exclusive  territory  rights       'Inflation  proof  business  'Proven  brand  name  products 

'Complete  sales  package         'No  cold  canvassing  ever       'No  slow  seasons 
•LOW,  LOW,  COST  PER  LEAD 


^ 


J 


A  Craftmatic  Adjustable  Bed. ..Contour  Chair  Lounge.. .or  American  Aqua  Water  Treatment  distributorship. ..offers 

an  immediate  opportunity  to  deliver  $40,000  to  $50,000+  per  week  (  depending  on  size  of  territory),  with  only  $50,000 
to  $1 00,000  working  capital  to  start.  So  if  you  are  truly  interested  in  selling  a  high-ticket  item  that  everyone  needs  offering 
a  three-time  markup.  Wait  no  more!!!  Time  is  money!!!  For  more  information  and  territory  availability,  call  right  now  and 
get  the  facts.  This  is  definitely  the  right  opportunity  for  someone  who  is  looking  for  a  dream  come  true. 

Mr.  Steve  Kleiman 
1-800-523-5383 
CRAFTMATIC®/CONTOUR®  INDUSTRIES,  INC. 


REPOSSESSED  VA  &  HUD  HOMES 

available  from  government  from  $1  without  credrt  check.  You 
repair.  Also  tax  delinquent  properties.  CALL  (805)  569-1 1 91 
Ext  H-1030  (or  repro  list  your  area 


CONFISCATED  CARS 

Trucks,  boats,  4-wheelers  by  Drug  Enforcement  Agency, 
FBI,  IRS.  Unbelievable  bargains  on  late  models.  Available 
your  area  now.  Call  (80S)  569- 1 1 91  Ext  C-1 031 . 


COMPUTERS 


Looking  for 

■acquisitions  ?■ 

Find  50  new  prospects 
I       every  month  in  the       I 

■Acquisition  Mart™! 

1  Call  for  FREE  sample  ' 
■(800)  541-7766,  ext.  1071 
I  (in  Calif.  800  453-2646)  | 


Radio /hack -TANDY 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
Toll  Free  800-231-3680 

mflRYfTIRC  INDUSTRIESINC 
22511  Katy  Fwy. 
Katy  (Houston!  TX  77450 
1-713-392-0747  Telex:  774132 


Business  Buyers  Network 

VSP%fcT1  •  Thousands  ol  businesses 

(ivj  MLm  nationwide 

MI0f~V  *  Many  with  Owner  financing 

^■'■^■^^  •  No  commissions 

To  buy  or  list  call  toll  FREE 

1-800-223-3589 

In  NC  1-704-686-7358 


Special  10%  discount  on  classified  ads  that  run  in  both 
/1ERICAN  HERITAGE  Market/Classified  and  FORBES  Market/Classified. 


BUSINESS  CONSULTANT 

The  demand  for  consultants  is  in- 
creasing as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants.  We  are  managing  the 
future  and  sharing  it.  Enjoy  the  ad- 
vantage of  being  self-employed  with 
the  association  and  support  of  one  of 
the  largest  and  most  respected  con- 
sulting firms  in  the  country.  Full  ex- 
pense paid  training  in  New  Orleans, 
national  advertising,  and  fringe  bene- 
fits. Relocation  not  required  Nominal 
refundable  performance  deposit  of 
$7,500  required.  Call  for  free  com- 
pany brochure  and  details. 
jTmi  National  Business  Consultants,  Inc. 
[Nt>  Mr.  Mark  Simon,  Exec.  V.P. 
~^-i       (504)  456-1968 


SELL  IN  JAPAN! 


List  your  property  using  our  Tokyo  office  to 
reach  500+  Real  Estate  brokers  in  Japan 

Free  translation.  NO  COMMISSION  Your 

name  listed  as  contact  point.  Tear  sheet 

provided.  Only  $190  for  3  months  listing 

CALL:  Hori  &  Bunker  Inc. 

1-800-USA-2111 


Streetwalker 


Edited  by  Thomas  Jaffe 


We're  all  contrarians  now 

Clipped  from  the  Dow  Jones  broad 
tape  a  few  minutes  after  the  mar- 
ket closed  on  Tuesday,  May  31,  with 
the  Dow  industrials  up  74.68  points: 

"While  traders  and  analysts  attrib- 
uted the  market's  rally  to  a  number  of 
factors,  two  stood  out:  unfulfilled  ex- 
pectations of  an  increase  in  the  Feder- 
al Reserve's  discount  rate  and  ex- 
treme pessimism  among  investors." 

The  one  thing  to  remember  about 
this  market  is  that,  the  worse  things 
are,  the  better  things  are,  and  vice 
versa. — Lawrence  Minard 


Fore! 

The  shares  of  Toro  Co.  recently  rose 
to  217/s,  on  heavy  volume,  leading 
some  followers  to  expect  a  raider  to 
appear.  Bloomington,  Minn. -based 
Toro,  famous  for  its  walking  and  rid- 
ing lawn  mowers,  tractors,  trimmers 
and  snowblowers,  has  a  strong  bal- 
ance sheet  and  generates  about  $1.70 
a  share  of  excess  cash  flow.  But  other 
followers  think  takeover  speculation 
is  totally  off-the-wall.  Count  Milwau- 
kee Co.  analyst  David  Weber  in  that 
number.  While  insiders  and  officers 
own  only  4.5%  of  the  10.1  million 
NYSE  shares,  Weber  notes  that  18.4% 
belongs  to  an  employee  stock  owner- 
ship plan.  Also,  Minnesota  has  strict 
antitakeover  laws. 

Weber  nevertheless  is  recommend- 
ing Toro — on  its  fundamentals.  Con- 
sumer yard  tools  account  for  half  of 
Toro's  estimated  $600  million  in 
sales.  Snowblowers  represent  another 


i  -luh 
*ij3tem  by  Toro. 


11%.  But  Weber  is  more  interested  in 
the  rest  of  the  company:  its  profes- 
sional turf  maintenance  equipment 
and  automatic  irrigation  systems  for 
commercial,  municipal  and  residen- 
tial use.  These,  he  says,  put  Toro  in 
position  to  cash  in  heavily  on  the 
huge  growth  in  U.S.  golf  courses. 

According  to  Weber,  we  are  in  the 
middle  of  the  third  wave  of  golf  course 
construction  in  U.S.  history.  In  the 
1920s  came  the  building  of  the  great 
private  courses.  Next  came  the  spate 
of  municipal  courses  built  in  the  Fif- 
ties and  Sixties.  Now,  there  is  the 
widespread  construction  of  "destina- 
tion-oriented" courses — those  that 
belong  either  to  resorts  or  condomini- 
um communities. 

For  the  fiscal  year  ending  July  31, 
Weber  says  Toro's  earnings  will  in- 
crease 25%,  to  $1.90  a  share.  He's 
looking  for  $2.15  a  share  in  fiscal 
1989.  So  even  after  the  recent  runup, 
he  says  the  stock's  still  cheap  at  just 
10  times  his  estimate  for  the  year 
beginning  in  less  than  two  months. 


Heart  thumper 

Remember  Cordis  Corp.,  whose 
success  in  cardiac  pacemakers 
ended  when  the  Food  &  Drug  Admin- 
istration questioned  their  reliability? 
Miami-based  Cordis  sold  the  ailing 
division  in  early  1 987,  leading  to  a  $53 
million  net  charge  against  earnings 
that  year.  At  the  time  it  also  promot- 
ed chief  financial  officer  Robert 
Strauss  to  president. 

Strauss  refocused  the  company  on 
the  fast-growing  angiographic  cathe- 
ter business — a  mainstay  of  modern 
cardiology.  By  inserting  this  device 
into  a  coronary  artery  and  then  inject- 
ing a  contrast  dye  through  it,  a  cardi- 
ologist can  observe  the  dye's  flow  on 
an  X-ray  system  to  help  determine 
what  kind  of  therapy  the  patient  re- 
quires. Cordis  has  a  50%-plus  share  of 
the  U.S.  market.  Now  Strauss  hopes 
to  take  Cordis  into  angioplasty  cathe- 
ters,  which  open  narrowing  arteries  so 
that  blood  flows  more  freely. 

Analyst  Raul  Esquivel,  of  New 
York's  Eberstadt  Fleming,  expects 
Cordis  to  get  FDA  approval  to  sell 
angioplasty  catheters  in  the  U.S.  be- 
fore year-end.  With  the  potential  op- 
erating margins  on  angioplasty  cathe- 
ter:, above  20%,  Esquivel  thinks  Cor- 
dis' sales,  an  estimated  $135  million 


this  year,  will  compound  at  20%  to 
30%  a  year  through  1992. 

There  are  a  couple  of  caveats.  Cor- 
dis is  losing  about  30  cents  a  share 
annually  on  a  joint  venture  to  develop 
a  new  kind  of  catheter  that  removes 
deposits  blocking  arteries.  There's 
also  an  outstanding  Justice  Depart- 
ment investigation  over  the  already 
divested  pacemaker  business  that, 
frets  Esquivel,  could  cost  Cordis  as 
much  as  $2  million  in  a  settlement. 

Esquivel  thinks  earnings  from  con- 
tinuing operations  (excluding  the 
joint  venture  losses,  and  some  tax 
credits)  will  be  85  cents  a  share  for  the 
fiscal  year  ending  June  30.  With  Cor- 
dis' 13.4  million  shares  recently 
priced  at  17%  o-t-c,  the  company 
seems  a  little  rich  at  first.  But  for  the 
fiscal  year  beginning  next  month,  Es- 
quivel is  looking  for  $  1 .35  a  share,  and 
for  $2.05  in  fiscal  1990. 


G.I.  loans — 
private-sector  style 

First  Illinois  Corp.,  the  $1.5  billion 
[assets)  bank  holding  company 
headquartered  in  Evanston,  111.,  has  an 
enviable  record.  Since  1984  earnings 
have  compounded  at  more  than  30% 
annually.  Last  year  return  on  assets 
was  an  impressive  1.65%,  return  on 
equity  nearly  20%.  Yet  the  shares- 
recent  price:  1  l3/i  o-t-c — are  selling 
near  their  12-month  low.  Banking  an- 
alyst Mike  Milunovich,  of  Milwau- 
kee's Robert  W.  Baird  &.  Co.,  thinks 
they  represent  a  great  opportunity. 

Although  First  Illinois  is  best 
known  for  operating  commercial 
banks  in  such  prosperous  Chicago 
suburbs  as  Wilmette  and  Arlington 
Heights,  much  of  its  success  lately 
can  be  attributed  to  its  fast-growing 
consumer  finance  business.  Through 
67  offices  in  17  states,  virtually  all 
near  military  bases,  this  division  ex- 
tends loans  to  servicemen.  Loans  run 
no  longer  than  the  borrower's  term  of 
duty.  First  Illinois  gets  paid  through 
an  allotment  system  by  which  the 
money  due  is  taken  out  of  the  sol- 
dier's wages  beforehand.  While  the 
bank  has  no  exclusive  arrangement 
with  Uncle  Sam  in  serving  this  mar- 
ket, Milunovich  does  not  know  of  any 
serious  competition. 

In  1987  consumer  finance  profits 
were  up  81%  to  $8.8  million,  account- 
ing for  39%  of  total  income  on  13%  of 
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ssets.  This,  after  only  four  years  in 
iperation.  First  Illinois  is  only  now 
xpanding  into  the  San  Diego  area, 
ne  of  the  heaviest  concentrations  of 
lilitary  personnel  in  the  U.S.  Over- 
eas  bases  are  virgin  territory. 
To  raise  the  value  of  its  shares,  First 
Ihnois  is  considering  spinning  off  the 
inancial  services  group.  (It  has  hired 
mith  Barney  to  explore  this  and  oth- 
r  options.)  The  stock  currently  sells 
Dr  just  11  times  the  $1.10  a  share 
4ilunovich  estimates  First  Illinois 
/ill  earn  in  1988.  Chicago  financier 
)aniel  J.  Terra,  76,  owns  or  controls 
bout  30%  of  the  25.3  million  shares. 


(witched  on 

Money  manager  Peter  Brodie  of 
Philadelphia's  Centre  Square  In- 
vestment Group  is  keen  on  $500  mil- 
on    (estimated    sales)    Molex    Inc., 
diich  produces  about  25,000  electri- 
lal  and  electronic  devices  such  as  ter- 
minals, connectors  and  switches.  Its 
larkets    include    manufacturers    of 
usiness  machines,  videocassette  re- 
orders and  home  appliances. 
Headquartered  in  Lisle,  111.,  Molex 
ooks  roughly  two-thirds  of  its  sales 
ad  earnings  from  business  overseas, 
lolex'  customers  have  been  locating 
I  ieir  plants  in  different  countries,  pri- 
larily  to  cushion  their  profits  against 
urrency      fluctuations.      Following 
heir  lead,  Molex  has  established  a 
:rong  overseas  presence  as  well.  For 
Ustance,    of    the    five    most    recent 
ilants  Molex  has  built,  just  one  is  in 
lie  U.S.;  the  others  are  in  Malaysia, 
ungapore,  India  and  Brazil,  all  rela- 
vely  low-cost  areas  of  the  develop- 
ig  world.  This  is  in  part  to  prevent  a 
'jpetition  of  1985-86,  when  earnings 
ere  hit  hard  by  the  rise  in  the  dollar 
id  the  company  lost  market  share  to 
jpanese  competitors. 
!  Brodie  agrees  that  Molex  could  be 
urt  by  any  downturn  in  consumer 
sending,  but  he  notes  that  backlogs 
te  strong.  Meanwhile,  the  company 
'•  continually  broadening  its  product 
ne  and  currently  is  working  hard  to 
;netrate  the  automotive  market.  For 
le  fiscal  year  ending  this  month  Bro- 
e  expects  earnings  to  be  up  around 
3%,  to  $2.25  a  share.  He's  looking  for 
1.70  in  fiscal  1989 — good  underpin- 
ling  for  a  stock  recently  trading  at 
i'A  over-the-counter.  The  multiple, 
•  p  times  next  year's  anticipated  earn- 
igs,  is  the  lowest  Molex  has  carried 
nee  1982.  The  Krehbiel  family  con- 
ols  49%  of  the  25.2  million  class  A 
Iraimon  shares,  as  well  as  nearly  all 
the  small  issues  of  Class  B  and 
'eferred  stock.  , 
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ALL-WEATHER 
STOCK  FUND 


T.  Rowe  Price  Equity  Income  Fund.  This  Fund  follows  a  conservative 
strategy  of  investing  primarily  in  high-quality  stocks  that  generate  high  divi- 
dends and  have  potential  for  i 1 

favorable  performance  in  up  t.  i*™*  p^p  inn  f  p™  &  wnm^n.  un  mm 

and  down  markets.  Minimum 
initial  investment  $1,000  ($500 
for  IRAs).  And  no  sales  charges! 


Call  now  1-800-638-5660 

24  hours,  7  days 

for  a  free  information  kit 


Rowe  Price,  100  E.  Pratt  St..  Baltimore.  MD  21202 
Send  me  a  prospectus  with  more  complete  information, 
including  management  fees  and  other  charges  and 
expenses  1  will  read  it  carefully  before  I  invest  or  send 
money 

Name 


Addr 


EIF001312 


City/State  Zip 


Invest  With  Confidence 

TRoweRice 


2.9  /o  and  22.3  /o  are  the  1-year  and  average  annual  29-month  total  returns  respectively  for  the 
periods  ended  3/31/88.  Total  return  represents  past  performance.  Return  and  share  price  will  vary,  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  'Cumulative  total  return 
since  inception  10/31/85.  Figures  include  changes  in  principal  value,  reinvested  dividends  and  capital 
gain  distributions.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


HOW  TO 

CHOOSE  A  TAX-FREE 

PORTFOLIO 


FIRST,  CONSIDER 
COSTS  WHEN  YOU 
COMPARE  YIELDS.  In  a  bond  fund, 
other  things  being  equal,  lower  oper- 
ating costs  result  in  higher  yields. 

Vanguard's  Municipal  Bond  Fund, 
for  example,  has  virtually  the  lowest 
operating  cost  in  the  industry— only 
0.26  of  1%*— with  no  commissions, 
no  fees.  Minimum  investment 
$3,000. 

SECOND,  CONSIDER  RISK  AND 
REWARD.  The  longer  the  average 
maturity  length  of  the  underlying 
bonds,  the  higher  market  volatility— 
and  potential  returns. 

With  Vanguard,  choose  from  two 
short-term  portfolios  for  capital  sta- 
bility, two  intermediate-term  portfo- 
lios for  higher  yields  in  return  for 
some  risk  of  share  price  fluctuation, 
and  three  long-term  portfolios  for 
the  highest  yield  potential. 

*Lipper  Directors'  Analytical  Data,  Winter  '87 


AND  FINALLY,  CALL  1-800 -662 -SHIP 

NOW.  Ask  for  a  Tax-Free  Investing  Kit. 


r 


Please  send  me  the  free 

Vanguard  Tax-Free  Investing 

Information  Kit. 


~l 


I  understand  the  Kit  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond  Fund, 
including  advisory  fees,  distribution 
charges  and  other  expenses.  I  will  read 
it  carefully  before  I  invest  or  send 
money. 

Vanguard  Municipal  Bond  Fund 

Investor  Information  Department  95 

Valley  Forge,  Pennsylvania  19482 
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ADVERTISEMENT 


Deaierscope  Merchandising  Products  of  the  Mo 


oh(LR-l) 
Good  Things 
Come  in 
Small  Packages. 

Ricoh  Corporation's 
newest  copier,  the 
"Little  Ricoh,"  (LR1)  which 
measures  a  trim  16.5"  x  16.4"  and 
weighs  less  than  27  pounds,  is 
expected  to  find  wide  use  in  small 
businesses  and  home  offices.  The 
LR-1,  which  is  capable  of  making 
monochrome  copies  in  black,  red, 
blue,   green   and   sepia   (brown), 


come  equipped  with  a  monocom- 
ponent  cartridge  system,  a  special 
status  indicator,  a  50  sheet  paper 
tray,  a  copy  counter,  an  indicator 
light  and  a  continuous  run  setting. 
For  more  information  call  John 
Widlicka  at  201-882-3929. 


Midland's  Ready  Rescue  II — 
A  Must  For  Highway  Safety 

Midland  CB's  Ready  Rescue  II  is  a 
whole  new  kind  of  citizens  band 
two-way  radio  designed  specifi- 
cally to  get  you  help  fast  when  you 
have  problems  on  the  road.  This 
full-power,  compact,  ready-to-use 
radio  offers  all  40  channels,  and 
comes  with  its  own  slide-on  bat- 
tery pack  that  can  save  the  day 
when  your  car  battery  dies  and 
you  have  to  call  for  help.  You'll 
also  use  Ready  Rescue  to  get 
directions,  exit  numbers,  or  even 
to  find  the  closest  gas  station. 
With  Ready  Rescue  II  in  your  car, 
you're  ready  for  any  emergency. 
See  Midland  CBs  at  leading  chain 
and  independent  automotive,  sport- 
ing goods,  electronic  and  depart- 
ment stores. 


High  Performance 
Cordless  Phone 

"No  noise"  or  "corded  phone  sound 

in    a    cordless    phone"    was    the 

engineering  objective  of  Sanyo's  new 

■  model  CLT-6600  cordless  phone. 


Featuring  a  compander  circuit,  it 
has  less  noise  static  and  interfer- 
ence and  provides  high  quality 
transmission  that  surpasses  any 
cordless  phone  previously  made  by 
the  company.  The  unit  also  features 
a  16#  memory  and  a  two-way  paging 
and  intercom  system.  It  has  last 
number  redial  and  can  be  wall 
mounted.  Suggested  retail  price: 
$189.95.  Without  the  memory  and 
two-way  intercom,  $159.95  (model 
CLT-6500).  For  more  information 
contact  Sanyo  Business  Systems 
Corporation,  51  Joseph  Street, 
Moonachie,  NJ  07074.  Telephone: 
201-440-1102.  FAX:  201-440-4308. 


GE  Rechargeable  Batteries 

GE  Rechargeable  Batteries  brii 
life  to  millions  of  the  900  millio 
plus  electronic  toys  and  batter- 
operated  portables  on  the  markP 
today.  That's  because  GE  is  tlf 
leader  in  the  rechargeable  batteip 
market,  a  market  with  an  annujp 
growth  rate  that's  out-pacing  th. 
of  disposable  batteries,  2  to  1 
GE  meets  the  ever-increasing  co 
sumer  demand  for  battery  power  wiif 
new   products   like   the   8-Positic[r 
Battery  Charger.  For  more  inform 
tion  please  call  1-800-GE  LIGH' 


Brother  Daisy  Wheel  Letter 
Quality  Word  Processor 

The  Forbes  500  made  it  big.  An 
the  Brother  WP-500  makes  it  eas; 
Just  plug  this  word  processor  i 
and  it's  ready  to  use.  Its  software 
so  user  friendly,  even  beginners  ca 
operate  it.  Nothing  technical  t 
learn  or  memorize.  Simple  on-scree 
recall,  edit  and  print  out  with  tl 
touch  of  a  key.  Features  incluc 
large  non-glare  5"  x  9"  display,  tl 
exclusive  "wordspell"  70,000  woi 
built-in  electronic  dictionary,  aub 
save  disk  drive,  and  more.  Compai  . 
and  light-weight.  For  more  inform; 
tion  write  to:  Brother  Internation; 
Corp.,  Consumer  Products  Divisioi 
8  Corporate  Plao 
Piscatawa1 
NJ  0885- 
Attn  M; 
Elain 
Turansk 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

row  the  issue  of  July  1,  1928) 

The  severe  break  in  stock  prices  re- 
;atedly  predicted  here  set  in  before 
lid-June.  It  brought  the  first  5-mil- 
on-share-day  in  the  New  York  Stock 
.xchange's  history.  The  declines  were 
le  heaviest  suffered  since  February- 
larch  two  years  ago.  The  extent  of 
:ie  collapse  in  boomed  stocks  ran 
om  $20  to  $100  more  per  share,  and 
40  issues  broke  to  new  low  levels  for 
le  year." 


ypublican  candidate  Herbert  Hoover 

•ierbert  Hoover,  if  elected  President, 
lould  help  American  business.  Not 

lly  would  he  exercise  his  influence 
bring  about  useful  legislation,  but 
Is  presence  in  the  White  House 
jould  inspire  quite  as  much  confi- 
l:nce  as  Calvin  Coolidge's  election 
|  spired.  No  strictly  businessman  has 

er  been  Chief  Executive.  Hoover, 
i  though  technically  trained  as  an  en- 
1  neer,  would  come  nearer  being  a 

isinessman  than  any  predecessor." 

ifty  years  ago 

■om  the  issue  of  July  1,  1938) 

"he  use  of  mammoth  land  aircraft 
rer  water  has  much  to  be  said  for  it. 
I  ley  are  faster  than  flying  boats  and 
le  more  economical  to  operate.  They 
lesent,    howevar,    one    tremendous 


New  planes  like  this  in  the  late  1930s  spurred  talk  of  using  them  over  oceans 


difficulty.  To  get  off  the  ground  with 
the  weight  of  passengers,  freight,  mail 
and  fuel  with  which  they  would  be 
loaded  requires  a  landing  field  of  gar- 
gantuan proportions.  Certainly  there 
are  no  fields  today  either  in  the  U.S.  or 
in  Europe  which  could  accommodate 
such  a  plane.  And  it  may  be  impracti- 
cable ever  to  build  them." 

"The  nation's  farm  population  on  Jan. 
1,  1938  was  estimated  at  31.8  million, 
the  largest  since  1910  and  90,000 
greater  than  a  year  earlier." 

"Early  in  July  workmen  in  Lufkin,  Tex. 
will  break  ground  for  the  first  news- 
print plant  in  the  South.  But  the  break- 
ing of  ground  for  the  new  $7.5  million 
plant  of  Southland  Mills  may  mean  far 
more  to  the  South  than  the  beginning  of 
a  new  factory.  The  start  of  newsprint 
production  from  slash  pine  may  well 
symbolize  the  beginning  of  a  new  and 
vital  industry  of  tremendous  signifi- 
cance to  the  South." 


Twenty-five  years  ago 

(From  the  issue  of  July  1 .  1963) 

"When  Kaiser  Steel  Corp.,  which  has 
80%  of  the  West  Coast  steel  market, 
slashed  prices  $12  a  ton  last  October 
there  was  no  question  about  its  target: 
fast-growing  imports  from  other 
countries,  primarily  Japan.  So  far, 
however,  the  cut  seems  to  have  had 
little  effect.  Recently  released  figures 
show  that  West  Coast  steel  imports 
were  up  15%  in  the  first  quarter  of 
1963,  while  shipments  by  domestic 
companies  in  the  area  fell  slightly  be- 
low those  of  the  previous  year." 

"Few  U.S.  businesses  have  offered 
bigger  or  better  opportunities  than  of- 
fice equipment  over  the  past  decade. 
Industry  sales  have  more  than  dou- 
bled in  that  time  to  better  than  $4 
billion  annually.  One  offshoot  of  the 
business — data  processing — has  be- 
come a  $2  billion  giant  and  is  still 


growing  at  the  rate  of  20%  a  year. 
Companies  such  as  Friden  and  Xerox, 
which  barely  counted  ten  years  ago, 
have  become  $100  million  sales  out- 
fits. And  International  Business  Ma- 
chines has  grown  sixfold  to  become  a 
$2  billion  industrial  colossus.  In  the 
midst  of  all  this  opportunity  and 
growth,  one  of  the  industry's  best- 
known  companies — famed  typewriter 
maker  Underwood  Corp. — last  month 
came  to  the  end  of  the  road  as  a  sepa- 
rate corporate  entity." 


Underwood's  famed  Model  ■>  was  pro- 
duced almost  unchanged  for  35  years 


Ten  years  ago 

(From  the  issue  of  June  26,  1978) 

"John  Travolta  discoed  his  way  into  a 
Saturday  Night  Fever,  not  in  tight 
pants  and  a  turtleneck  sweater,  but  in 
a  three-piece  suit.  Courting  Annie 
Hall,  Woody  Allen  bundled  himself 
and  his  neuroses  into,  not  blue  jeans 
and  a  sweatshirt,  but  a  quiet  tweed 
over  corduroy  slacks.  Now  comes  the 
straight-arrow  Chicago  Tribune 
launching  a  column  devoted  to  men's 
fashions — in  its  business  section. 
What's  going  on  here?  To  companies 
that  make  tailored  menswear,  these 
media  decisions  are  hopeful  portents 
of  a  swing  in  fashion's  eternal  pendu- 
lum, this  time  signaling  a  return  to  a 
dressier  look  for  men." 
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Men  sometimes  feel  injured 
by  praise  because  it  assigns 
a  limit  to  their  merit. 
Vauvenargues 


An  ingenuous  mind  feels 
in  unmerited  praise  the 
bitterest  reproach. 
Walter  Savage  Landor 


Applause  is  the  spur  of 
noble  minds,  the  end  and 
aim  of  weak  ones. 
Charles  Caleb  Colton 


Behold  within  thee  the  long 
train  of  thy  trophies,  not 
without  thee. 
Thomas  Browne 


The  greatest  efforts  of  the 
race  have  always  been  traceable 
to  the  love  of  praise,  as  the 
greatest  catastrophes  to  the 
love  of  pleasure. 
John  Ruskin 


Who  has  once  the  fame  to 
be  an  early  riser  may  sleep 
till  noon. 
James  Howell 


Many  men  able  to  cheer 
are  unable  to  think. 
Ed  Howe 


One  should  be  glad  to  have 
that  which  comes  from  good 
men  who  praise  in  sincerity 
things  that  are 
really  trustworthy. 
Jean  de  La  Bruyere 


I  don't  want  any  man's  respect. 
s  1  don't  count. 
eter  Dunne 


nspected  is 

-cu  mod  or 


Thoughts 

on  the  Business  of  Life 


The  deep-down  desire  to  stand  well 
with  our  fellows,  this  laudable  hanger 
to  win  the  public's  "well  done,  good 
and  faithful  servant, "  is  inherent  in 
every  normal  human  soul.  We  may 
flout  it  when  we  are  young  or  even  in 
our  prime,  but  when  we  begin  to  cast 
up  our  lives'  reckoning  we  cannot 
ignore  it.  We  theti  realize  that  this  is 
one  of  the  things  tlxit  count,  one  of  the 
things  really  worthwhile,  this  esteem 
and  goodwill  of  our  brother  mortals, 
(Did  the  knowledge  tlxtt  we  have 
sincerely  tried  to  earn  it 
B.C.  Forbes 


Glory  and  repose  are  things 
that  cannot  possibly 
inhabit  in  one  and  the 
same  place. 
Michel  de  Montaigne 


Power  is  embarrassed  by 
unsubtle  flattery. 
Earl  Shorris 


Always  we  like  those  who  admire 
us,  but  we  do  not  always  like 
those  whom  we  admire. 
La  Rochefoucauld 


Not  all  of  those  to  whom  we 
do  good  love  us,  neither  do 
all  those  to  whom  we 
do  evil  hate  us. 
Joseph  Roux 
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Man  would  be  otherwise.  That 
is  the  essence  of  the 
specifically  human. 
Antonio  Machado 


Praise  shames  me,  for  I  secretly 
beg  for  it. 
Rabindranath  Tagore 


I  do  not  know  whether  increasing 
years  do  not  cause  us  to  esteem 
fewer  people  and  to  bear 
with  more. 
William  Shenstone 


Admiration  involves  a  glorious 
obliquity  of  vision. 
Max  Beerbohm 


Only  individuals  with  an 
aberrant  temperament  can  in 
the  long  run  retain  their 
self-esteem  in  the  face  of  the 
disesteem  of  their  fellows. 
Thorstein  Veblen 


A  Text . . . 

Lord,  my  heart  is  not 
haughty,  nor  mine  eyes  lofty: 
neither  do  I  exercise  myself 
in  great  matters,  or  in 
things  too  high  for  me. 
Psalms  131:1 

Sent  in  by  James  Olsen,  Des  Moines,  Iowa. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


No  one  can  be  good  for 
long  if  goodness  is  not 
in  demand. 
Bertolt  Brecht 


We  can't  all  be  heroes  because 
somebody  has  to  sit  on  the  curb 
and  clap  as  they  go  by. 
Will  Rogers 
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